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Indias fraying Gulf oil ties get a
fillip on US’sanctions on Russia

State-run refiners planto renew or enhance optional volumes under
existing contracts, struck on a fiscal basis, despite higher sourcing costs

S DINAKAR
Amritsar, 19 January

Even as Indian refiners
were completing a series of
meetings this month with
West Asian suppliers of
crude oil to discuss term-
contract renewals for 2025-
26 — amid growing uncer-
tainties over the fate of
Russian supplies — one
thing stood out: As an
industry veteran remarked,
“You can buy cake, you can
buy sweets, you can buy
anything, but Saudi Arabia
is the bread and butter of
crude oil.”

That pretty much
explains why state-run refin-
ers, which were planning
earlier to trim term contracts
with Saudi Arabia because of
higher prices, especially
after getting discounted
Russian oil in their facilities,
have reversed their stance
and will retain the existing
contracts and perhaps seek a
bit more when Saudi
Aramco
comes calling on January 22,
industry sources said.

Indian state-run refiners
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India crude import volumes/prices in 2024
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Vol. (mt) ($/bbl)
Russia 89.8 78.5
& Irag 49 4 80
SaudiArabia 31.6 86.2
Us 9.7 65.8
Kuwait 3.6 81
UAE 18.7 88.6
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now plan to renew or
enhance optional volumes
under existing contracts,
struck on a fiscal basis,
despite higher sourcing
costs of $4-5 per barrel,
because of the reliability of
West Asian oil producers,
industry sources said.
There were meetings on
contract extension with
Kuwait on January 10 and
the United Arab Emirates
(UAE) on January 17.

Term contracts typically
comprise a firm volume and
optional purchases.

“Unless Donald Trump
(as United States President)

reverses the latest sanctions
against Russia, Indian refin-
ers have little choice but to
buy more West Asian crude
oil and bear higher costs, at
least for the time being,” said
Vandana Hari, a Singapore-
based energy expert. “But
they may not necessarily
increase term volumes in
West Asian contracts.”

Iraq, which contracts on
a calendar year basis, has
already announced its allo-
cations, retaining last year’s
volumes, industry sources
said. Indian Oil, the coun-
try’s biggest refiner, has
retained its annual crude oil

import deal with Iraq at 20
million tonnes for 2025.

Bharat Petroleum has
secured 3.8 million tons and
Hindustan Petroleum
around 5 million tons, two
refining sources said.

Other producers are yet
to make term allocations for
2025-26. State refiners
source around 25 million
tonnes a year in term sup-
plies from Saudi Arabia.
Kuwait supplies around 4
million tons a year and the
UAE more than 13 million
tonnes, refining sources
said. Optional volumes
mean Indian refiners have a

choice to buy them if prices
are competitive or seek alter-
native, cheaper grades from
the spot market.

State-run refiners may
increase purchases of
optional volumes, a compo-
nent of term contracts, and
spot volumes from West Asia
this year after American
sanctions on Russian oil
flows last week crippled
transportation, refining
sources said. A top state-run
refiner sourced around 2
million barrels of the UAE’s
Murban grade at a $4 premi-
um to benchmark Dubai —
with over 5 million barrels of
Gulf volumes in stages of
contracting to meet India’s
shortfall in February and
March, a senior trader said.
More tenders are expected.

In 2018, 61 per cent of
India’s barrels of crude oil
came from the Gulf, accord-
ing to the data from market
intelligence agency Kpler.
That shrunk to as low as 41
per cent last year but is
expected to increase this
year. The reduction in West
Asian volumes, especially
from Kuwait and Saudi
Arabia, was significant after
Russia flooded India’s oil
market since it invaded
Ukraine in February 2022,
offering discounts initially of
over $15 per barrel. These
discounts have shrunk to
less than $3 per barrel now.

Moreover, Saudi Arabia
and the UAE are important
for India because they
remain the only investors

ready to take stakes in refin-
ing projects in exchange for a
commitment to buy crude
oil from them, refining offi-
cials said. Indian state-run
refiners lack the financial
heft or an appetite for risk for
spending billions of dollars
on greenfield refineries,
which come with a short
shelflife as the world transi-
tions to clean fuels. Adding
these limitations to state oil-
marketing companies,
stripped of their power to
price fuels, makes them even
more dependent on Gulf oil
producers for investment.

Saudi Arabia and India
are in talks on taking a sub-
stantial stake in Bharat
Petroleum’s proposed green-
field refinery-cum-petro-
chemicals project in Andhra
Pradesh.

Recounting an incident
that happened when Indian
refiners were in talks with
Saudi Aramco over a stake in
the now shelved Ratnagiri
refinery project (60 million
tons a year), an informed
source quoted a top Aramco
official saying that “Saudi
Arabia is the one who will be
standing by India, because
we have the volumes. And
we are close (geographic
proximity) to you. The US or
Venezuela may have more
resources, statistically, but
you lose on freight. Second
is the range we offer — offer-
ing from super light all the
way to Arab heavy. Others
will give you some crude oil
but not all grades.”
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LLPG subsidies: Give it
to the poor and needy

As state-owned o1l companies grapple with massive losses from selling [.LPG below cost,
the Govt is set to allocate Rs 35,000 crore in subsidies to mitigate the financial burden
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uring the current financial ;
year (FY) 2024-25, the state-

owned Indian Oil Corporation

Ltd (IOC), Bharat Petroleum

Corporation Ltd (BPCL), and
Hindustan Petroleum Corporation Ltd
(HPCL) are expected to incur an under-
recovery of Rs 19,550 crore, Rs 10,400 crore
and Rs 10,570 crore respectively on sales
of LPG to household consumers. To make
up for this loss totalling Rs 40,500 crore,
the Union Government is likely to provide
a subsidy of Rs 35,000 crore. In the Budget
for 2025-26, to be presented on February
1, 2025, Finance Minister Nirmala
Sitharaman will make a provision of Rs
10,000 crore in the revised estimate (RE)
for the current FY and the remaining Rs
25,000 crore in the budget estimate (BE)
for 2025-26.
The under-recovery arose because these
corporations sold LPG for Rs 803 per 14.2-
kg cylinder against the cost of supplying at
the retail point being higher. The cost is cal-
culated as the refinery-gate price or RGP
(taken as import parity price or IPP and
export parity price or EPP in the ratio of
80:20) plus freight, marketing costs, mar-
keting margin, dealers’ commission, and
taxes and duties. During the current FY, the
cost is Rs 1043 per cylinder, and the loss
is Rs 240 per cylinder which on total sales
of 169 crore cylinders would be Rs 40,500
crore. Modi - government had stopped

giving subsidies on LPG during FY 2021-
22. Then, how come, it continues to make :
huge payments from the budget? LPGisan :
environment and human-friendly fuel:
that meets the needs of millions of house-

holds (HHs).
Subsidy on LPG ought to be given only to

those HHs who are poor. The government
also needs to track the income status of the |
beneficiaries and withdraw support from :

those who become better off and can pay

cost-based prices. Ignoring these cardinal :
principles, the subsidy was given to any- !

one who had an LPG connection. It went
to all and sundry including the rich. The

poor who alone should have got it sat at the
bottom. According to the Economic Survey
(2015-16), only 0.07 per cent of LPG sub- !
sidies in rural areas went to a fifth of the
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: poorest households. In urban areas,
the poorest fifth got only 8.2 per
cent.,

i A lot of subsidies went to fake ben-
{ eficiaries or the diversion of stocks
(albeit subsidised) of LPG cylin-
ders to hotels, restaurants, and
{other commercial users. Despite
i lacking sound justification, sheer
populism drove politicians to give
subsidies to all and sundry. They
: found ways to give it without tak-
ing the burden on the Centre’s bal-
ance sheet. Initially, the subsidy on
LPG (besides petrol and diesel) was
cross-funded/subsidised by charg-
ing more on the sale of other prod-
ucts such as fuel oil, naphtha, ATE,
: etc. hence, no burden on the bud-
get. In 2002-03, the Vajpayee-led
NDA government ended the above
system and decided to give subsi-
dies on these products directly
from the budget with the intent to
eventually disband them. But, that
was not to be.

The UPA government which took
charge in 2004, even while contin-
:uing with subsidised sales, used
disingenuous methods such as the
issue of oil bonds to
IOCL/BPCL/HPCL (instead of
losses incurred by them due to sell-
{ing these products at below-cost
prices), and sale of domestic crude
oil by stated owned upstream oil
and gas companies viz. Qil and
Natural Gas Corporation (ONGC)
and Qil India Limited (OIL), etc.
at a discounted price to these tuel
refiners-cum-retailers.

In June 2010, petrol was decon-
trolled followed by diesel in
i November 2014. As for LPG, the
Kelkar Committee recommended
the removal of 25 per cent of the
subsidy in 2012-13 and 75 per cent
in the following two years. Modi
{ Government which took charge in
May 2014, started acting on it but
{in a calibrated manner. On January
i 1, 2015, it launched a direct ben-
‘efit transfer (DBT) of subsidy.

Under DBT, oil PSUs deliver the
cylinder to the beneficiaries at a full
cost-based price and follow it up
by depositing a subsidy in the ben-
eficiary’s account.

In turn, they claim reimbursement
of the subsidy amount from the
Centre. This helped in eliminating
fake beneficiaries and curbing
misuse that was inherent in the
erstwhile system wherein subsidy
was embedded in the price. But,
the government couldn’t muster
the courage to trim the number of
beneficiary HHs sans Modi
requesting the rich to give up on
their own.

The FY 2020-21 was a boon,
viewed from a subsidy angle. In
that year, there was a steep decline
in international prices (due to the
COVID-19 pandemic) leading to
a fall in the cost of supplying an
LPG cylinder to a low of Rs 600;
hence, it could be given to all HHs
at Rs 600 requiring no subsidy sup-
port. The BE of Rs 36,000 crore for
that year was used largely to clear
past dues of oil PSUs and provide
free gas connections under the
Pradhan Mantri Ujjwala Yojana
(PMUY).During 2021-22 when
the international price rose due to
waning COVID and demand
revival, the cost of LPG zoomed to
over Rs 900 per cylinder.

This prompted the government to
give subsidies but only to the
PMUY beneficiaries. They were 9.6
crore out of a total of 33 crore HHs.
It spent Rs 14,000 crore during that
year. During 2022-23, it spent Rs
9,170 crore. But, this doesn't tell the
full story.  From June 2020 to
June 2022, the government had
asked the three fuel retailers name-
ly IOCL/BPCL/HPCL to sell LPG
at a price below cost and gave them
a one-time grant of Rs 22,000 crore
to compensate for the losses
incurred in 2021-22 and 2022-23
(against under-recovery of Rs
28,250 crore).
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This was nothing but subsidy
(albeit ‘hidden’) given to all and
sundry, and not just PMUY ben-
eficiaries. In the Budget for 2023-
24, it kept the BE for LPG subsidy
at Rs 2,257 crore. As in the previ-
ous two years, that allocation was
meant to cover subsidy to PMUY
beneficiary HHs @ Rs 200 per
cylinder for up to 12 refills per year.
However, to benefit all the 33 crore
HHs, on August 29, 2023, the
Union Cabinet approved a reduc-
tion in the price by Rs 200 per
cylinder effective from August 30,
2023, thereby enabling the PSU
retailers to sell it at Rs 903 per
cylinder (Delhi). Taking 4 fills per
HH, @Rs 200 per cylinder, the
annual burden comes to Rs 26,400
crore (200x4x33).
Since the decision was effective
from August 30, 2023, for the
remaining seven months of FY
2023-24, the outgo would be
around Rs 15,300 crore. On March
9, 2024, the fuel retailers namely
IOCL/BPCL/HPCL were asked to
cut the price by another Rs 100 per
cylinder (courtesy, of general elec-
tions) to Rs 803.
During the current FY 2024-25, the
price has remained unchanged
despite the cost remaining at an
elevatedlevel. The under-recov-
ery for 2023-24 and 2024-25 thus
comes to over Rs 40,000 crore of
which the Centre now wants to
reimburse Rs 35,000 crore. This
and the earlier payment of Rs
22,000 crore for loss incurred by
IOCL/BPCL/HPCL during 2021-
22 and 2022-23 could have been
avoided if only it had stuck to its
earlier stance of restricting LPG
subsidy only to the poor HHs and
keeping it transparent. But, this is
unthinkable in the current politi-
cal climate wherein all decisions
based on sound economic logic are
hamstrung by populism.

(The writer is a policy analyst;

views are personal)
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Petroleum products exports
rise 2% in April-December

ARUNIMABHARADWAJ
MNew Delhi, January 19

INDIA'S EXPORTS OF petroleum
products grew marginallyby 1.5% to
47.5 million tonne during
April-December, compared to 46.8
million tonne in the same period last
fiscal, according to data from the
Petoleum Flanningand AnalysisCell.

Therise in exportswas primar-
ily driven by increased shipments
of motor spirit, petcoke/CBFS and
fuel oil.

In December 2024, however,
petroleum product exportsdeclined
0 5.4 milliontonne from 5.8 million
tonne in December 2023,

Imports of refined oil products
increased by 7% to 38.5 million
tonne during April-December 2024,
compared to 36 milliontonne in the
same periodlast fiscal. The importbill
for these products also rose to $18.2
billion, up from 517.1 billion in the
same period of previous fiscal.

India’s consumption of petro-
leum products during the first nine

Man,
FINANCIAL EXPRESS https://epaper.financialexpress.com/c/76651172
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Exports of petroleum products
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months of the ongeing fiscal roseto
178.5 milliontonne,up from 172.6
million tonnes in the same period
last fiscal. This growth wasattributed
to higher demand for diesel, motor
spirit, iquefied petroleum gas {(LPG)
and aviation turbine fuel (ATF).
While the demand for ATF
increased by 9.8%, that of LPG and
motorspirit grewby6.7%and 8.0%
respectively. Diesel consumption
recorded a growth of 2.2% during
April-December from last year.

2@ January 2025

Looking ahead, India projects
domestic  petroleum  product
demand to reacha record 252.9 mil-
lion tonnein FY26. India’s petroleum
product exports in December
increased by 2.1% to 1.37 million
barrels per day (bpd), compared to
1.23 million bpd in December 2023,
according to energy cargo tracking
tirmVortexa. Thisalsomarked a4.5%
rise from November 2024, when
exports stoodat 1.31 millionbpd.

Africa emerged asthe top desti-

nation for India’s petroleum exports
in December,while shipmentstotra-
ditionalimportersinAsiaand Europe
witnessed significantdecline.

Even though analysts fear asup-
ply glut in the oil market 2025
onwatrds, rising uncertain geopoliti-
cal tensions and weak demand out-
lock from the world's top consumers
could negatively impact India’s
exportsgoing forward.

Union minister for petroleum
and natural gas Hardeep Singh Puri
has repeatedly emphasised that
thereis noshortage ofoil inthe mar-
ket. However, he acknowledged that
geopolitical tensions could lead to
increased freight costs for shippers.

India primarily supplies petro-
leum products to Europe and Asia.
The EU implementedaprice cap and
embargo on Russian crude oil
imports in December 2022, aiming
to limit Russia’s revenues during its
conflict with Ukraine. However,
refined petroleum products derived
from Russian crude were excluded
fromtherestrictions.

GO,
)



BUSINESS STANDARD HINDI,

Delhi, 20.1.2025

Page No. 2, Size:(29.45)cms X (25.92)cms.

mmﬁqa-amﬁﬁwq'\rﬁh\r

IS STES BT SUANT, éaqwm—: wqﬁﬂaﬁmﬁmwmm

3ryan fuedt

HaS, 19 SR

ﬁw%ﬂﬁ
fafiee (SRR ) 7 foam

¥ 2025 &t A fmEt o st
AT ¢ hithet (T2H) W h
T oFF ¥ ek weEH
IR &I dOfkd & feEm
SRS & ARG 4 39
TSR WS T 91 s HIeT i
STheT TG TR TSTeld fersht bl
eI BTeifeR S76 i NI STgsherd
3P 37 YR &1 o 39H AR
T
Hut & eAfeRal 7 e
HTe foritar TSt o =TS Ueh et
H e foh ¥Re] SeITE wiHe, So
Fe AR et See & fow m
WWW@W?
Q@rm%ﬁ:mwaaw

SRR & BT

u IR 3ETA S N2 HTH™ BT
| TSR T W1 U5el b b 6
BIRAG 9T

w U1 P ReprefT amie 7 et

- e

u 327 fediom A frafa A AR

L | wrei Rt dRTw 0.3 Wi

TP TCTHR 67,672 PINS U I8 AT

 m IR3MMEYS &b RA-Rea i fapt

B T YR TR 44 BRI A6

SR TETA o ST2H SASTH T
ST Ueh | U8l o et 6
TS TG 1.49 TG IS T
TR UE T 3R 9 T S uferer
2.4 HHS TG 14,402 FS
w0y &7 39 fuedt < fomfea o
3T FHSIR b1 T B H Weg b

Waﬁaﬁwﬁwéﬁaﬂ? el

Fel, ‘T PS ISl W AR R E
IEE0T o folt, WA o 9T
IReed 99 T grefiesar <
wWHfeH & o TR (FESR
fs) * JEd 3L TR forw
Teed T & SART &
IRt <1 St e’

ety 4o & faveesi = 17
SHedl @t RaE H e, ‘Tl
e F TSl SM2Hl 3T &t
T8 H TR SHHH ¥ 95 TS
fopam Rl Swdie ® faart
uferer 9fg T ¥ SR Wil
ARTETA & 3ot § R,

M 2 1

Wy Referm % aR & dibid 3
el foh U 3 WA 6 WA §C
=] Se farehl W siferen e fea
213781 e, ‘ SXSTETS o -
et 1 forehl WTeTHT STIR W 44
S % 96 § IR 3§ ‘Ful
M’ USIeT WhiT St 5AR
W el | Hee et 81

ST = FAI9Teh! Tl SRR
A2 fop ot il Treiei R ferst
44 TS o ST 3R SisTer farsht
o UH W U o GaEe 23
TRIEC T i doit STE| 39 o1,

a2 fediem 9 i § emar
FHSIR] fe @ SR T 9.3 HiEa
Tk TCH 67,672 HUE T4I &
ol

ST & TIH IR yaie
e gl Sfart 3 U U9
oo T el o S8 FRER
ST HSTE[T & <1 W&RIA fehar
? 3R dfva® Sl 9 |
ARRATH 30 A eR H i gfg ot
2| ST 379 heT foh AT
IgFed & fo o Sudi H
feferer, AféT oIR Saure S&aHTe
o T oI STeTSIT T STANT HEAT
o st 21



TATH S » TTHACD

ofed 39 W1 @ &1 whuEd
e FHITSa F A 2 R
2025 F FErR F 3 T
o 3w 58 o F03 T9U A
IR fFd S 32 Wik‘-i‘t
IR 2, S WS Hel H
W 9 W a3 SR
B ST 2024 F FifeEw S
WRAF $4 | 96 &g F3
U F s FEw g 9
AR AR A W R B
T 78 F0a 30 8 T 2

‘29 9 oISl 2
Fza' am %t fdd d a2
& Fo TS aa | amd
ferart W da & 2 e
T TARA g9l (AmaEl)
o oft A-fed (eow) fee
mazqwa‘immﬁ'm 2024

DAINIK BHASKAR, Delhi,

20.1.2025

Page No. 09, Size:(12.55)cms X (20.86)cms.

¥ TPIE 358 TR BRIS

TR UGS HRAEA A=
1 wuifaa F @ 81 T Y
R A smr ARy
ARFEFHAE T
IR, 429 TS wRS

oy (FduanE ) #1 wifga
2 49 PR RIS 99d 3
T e S WY I
el St sraf % oEsl =i
oy T FfeE ST 29
Fit IaitE oft S T 2

urE, giEsE 3R aery
F g fawel I 59 &
T AR 2
WA BT & AR [T
: SR 319 SRR
7 Gqudl BRI
T+ | 771 W 81 T TOR
e w1 Frafa agmn 2, afs
M F WY I5F Fq2d HE T
W42 331 S G



	KIR0001003KIR0000464JAN202025

