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Bailing out a PSU
Infusing equity into RINL says a lot about the govt's changed
approachto state-owned enterprises

Economic Affairs approved a financial package
of 11,440 crore to revive the ailing Rashtriya
Ispat Nigam Limited (RINL), a state-owned enter-
prise that operates the Visakhapatnam Steel Plant.
The package included an equity infusion 010,300
crore into RINL and the conversion of ¥1,140 crore
of its working-capital loans into 7 per cent non-
cumulative preference share capital that could be
redeemed after 10 years.
During the current year, RINLs total liabilities have
risen to over 335,000 crore, with defaults on its loan
repayment and interest payment.

I ast week, the Union Cabinet Committee on

Therefore, last week’s decisions are
expected to help RINL address its finan-
cial challenges, raise the much-needed
working capital, and gradually achieve
its full capacity of producing 7.3 million
tonnes of steel in a year.

But where will this money for the
equity infusion come from? The min-
istry of steel’s budget has made no pro-
vision for this amount to be spent on
RINL during 2024-25. Only a small
amountof 620 crore for capital outlay
is provided in the plan for RINL, and
even this is to be raised by the public
sector undertaking (PSU) through
unspecified “other” routes. There is nobudgetary pro-
vision for central funds for the ailing steel plant either,
even though the Budget speech did talk about an addi-
tional allocation to be made towards capital investment
in Andhra Pradesh for economic development.

In such cases, the money is provided through the
passage of a supplementary demand for grants, which
also means that the actual expenditure burden on the
Centre goes up, unless, of course, there are matching
savings under some other heads. The good news in
the RINL case, however, is that there may be no need
forasupplementary demand for grantand the amount
to be infused into the ailing PSU will not result in an
additional burden on the Union Budget. In an unprece-
dented display of husbanding its scarce resources, the
Budget for 2024-25 earmarked an estimated 362,593
crore under capital outlay for new schemes. Very little
of that has been spent under this head till the end of
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November 2024. Presumably, the capital infusion for
RINL will come from this allocation already included
in the government’s expenditure plan.

That will also imply good financial planning,.
However, the not-so-good news emerging from this
development is that the government has abandoned
its plan for privatising RINL. Remember that in January
2021, the same Cabinet Committee on Economic Affairs
had given its “in-principle” approval for 100 per cent
disinvestment of the government’sequity in RINL. The
Union Cabinet had reportedly delegated powers to a
finance ministry group to decide whether the sub-
sidiaries of RINL would be included in
the privatisation plan, after taking on
board feedback from potential
investors. RINL has been incurring
losses since 2016-17, barring 2018-19,
when it posted a net profit ofI97 crore.
Its efforts to introduce a voluntary
retirement scheme for employees to
cut costs have had little impact on its
financial performance.

It would appear that the decision
of January 2021 to privatise RINL was
taken in a different era. The Union
Budget for 202122 was unveiled a few
weeks later, outlining the government’s
intentions to complete over the follow-
ing few months an array of strategic disinvestment in
PSUs like Bharat Petroleum Corporation Limited, Air
India, Shipping Corporation of India, Container
Corporation of India, IDBI Bank, Bharat Earth Movers
Limited, Pawan Han, and Neelachal Ispat Nigam.
Barring Air India and Neelachal Ispat, both of which
were sold to the Tatas in January 2022 and July 2022,
respectively, the proposed transactions of all other PSUs
have either been held up or called off.

Even the policy of strategic disinvestment of PSUs,
approved by the government, has made tardy progress,
even after taking into account the recent sale of 100
per cent equity and management control of Ferro
Scrap Nigam to a Japanese company at 3320 crore.
But in general, ambitious targets for realising disin-
vestment proceeds have been scaled back, and from
the current year, the Budget has even stopped identi-
fying disinvestment proceeds as a separate item, pre-

ferring to club it under miscellaneous capital receipts.
The change in the government’s approach is too obvi-
ous to be ignored.

In thatsense, the bailout measure for RINL is proof
of how the Modi government has been slow in pursu-
ing its own policy on strategic disinvestment. This
change of mind in the case of RINL has become too
pronounced after the general elections of 2024. For
instance, in September 2022, there were reports of the
Adani group making a bid to acquire RINL, which was
expected to be privatised in January 2023 under the
government’s strategic disinvestment policy. Those
ideas, however, were quickly buried.

Blame it either on a pure change in its policy
approach or the compulsions of coalition politics after
the formation of the government in June 2024 with
the support of regional parties, but RINL was soon
taken off the list of PSUs to be privatised. Note that
RINL is located in Andhra Pradesh, ruled by the Union
government’s coalition partner, the Telugu Desam
Party of N Chandrababu Naidu. Indeed, in September
2024, the government began considering a merger of
RINL with another state-owned company, Steel
Authority of India Limited. The sale of RINL’s land
parcel to National Mineral Development Corporation,
another PSU, was under consideration. Eventually, a
direct bailout through equity infusion with the help
of taxpayer money was the decision taken last week.

Can this shift in policy approach be justified on
the grounds of nurturing state-owned enterprises and
enhancing the value of these assets owned by the
government? In the last five years, the financial capac-
ity of PSUs in raising their own resources to fund their
investment plans has taken a big hit. Total investment
by the Union government’s PSUs using their internal
and extra-budgetary resources has almost halved
from 6.4 trillion in 2019-20 to 3.2 trillion in 2023~
24. Consequently, the dependence of these PSUs on
the Union government’s budgetary support in the
form of equity infusion and loans has risen signifi-
cantly in the same period. The share of government’s
budgetary support in the PSUS’ total capital outlay
has gone up from 25 per cent in 2019-20 to 61 per
cent in 2023-24. In other words, the PSUS’ financial
performance has seen no improvement in the last
five years, even as their reliance on government sup-
port has only increased.

Apart from making no positive impacton the finan-
cial health of these PSUSs, the trend in PSU investments
over the last five years shows how the government’s
stated policy on strategic disinvestment has been
inverted to make it look like a policy on strategic invest-
ment in state-owned enterprises. In 2024-25, PSUs
were expected to generate 337 trillion on their own,
which along with the government’s budgetary support
of545 trillion, would have helped them fund a capital
outlay plan of ¥9.13 trillion.

Will PSUs be able to generate more internal resources
in2025-26? Will they rely lesson the government’s bud-
getarysupport to fund their capital outlay? And will the
government return toamore focused pursuit of itsstated
policy on strategic disinvestmentof PSUs? Some clarity
should emerge on February 1, when Finance Minister
Nirmala Sitharaman presents her Budget for 2025-26.
Ifnoclarity emerges, itwould be better to make a formal
announcement to suitably modify the policy on strategic
disinvestment of PSUs.
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Blending dilemma

Conflicting priorities on flex-fuel need clear policy

ndia’s ethanol-blending programme, designed to reduce dependence on fossil

fuels and lower carbon emission, is a bold and commendable step towards

sustainability. By blending ethanol with petrol, the country seeks to enhance

energy security, mitigate the environmental impact of vehicular emission,
and reduce dependence on imported crude oil, thereby strengthening its external
position. In the past decade, India saved 1.1 trillion in foreign exchange and 50
million tonnes of carbon-dioxide equivalent in emission. Ethanol-production
capacity has more than doubled in the past four years to reach 16,230 million litres.
In fact, the country has already achieved 14.6 per cent blending, aiming to increase
it to 20 per cent by 2025. The government last week notified a lower price for rice
supplied to ethanol producers.

However, thejourney toincrease it beyond 20 per cent and catch up with Brazil,
a world leader in ethanol blending and second-generation ethanol production, is
fraught with several challenges. Even as India tries to rapidly accelerate its biofuel
production and blending capacity, investing around 340,000 crore since 2014 in
setting up ethanol distilleries, it should stay mindful of the inherent tradeoff between
food security and fuel security. Ethanol in India is derived primarily from sugarcane,
a crop that is not only water-intensive but is also being increasingly diverted to
ethanol production, driving up retail sugar prices. The process of cultivating sugarcane
has an adverse impact on groundwater levels. This can exacerbate water shortages,
particularly in states like Maharashtra, Karnataka, and Uttar Pradesh. India witnessed
asurge in demand for maize to arrest the heavy reliance on sugarcane-based ethanol.
For the first time in several decades, the country became a net importer of maize
because maize can also be used as the primary feedstock for the production of
ethanol, used in blending with petrol. The provision of price support to farmers
implies that food crop-based ethanol blending in petrol leads to high ethanol prices
in the country. This area deserves attention from policymakers.

Yet another concern is related to the demand for ethanol blending. Other than
feedstock issues and meeting the twin challenges of energy and food security, the
demand for vehicles to use ethanol remains low. The automobile industry in the
country seems reluctant to switch to making flex-fuel vehicles (FFVs). While the
government is pushing for increased ethanol blending, the adoption of FFVs
remains sluggish. FFVs are vehicles designed to run on more than one type of fuel,
such asethanol and petrol, offering greater flexibility for consumers. However, the
lack of infrastructure for ethanol distribution, coupled with limited consumer
awareness and higher costs associated with FFVs, has stifled demand. Overall,
there is a need to shift to alternative feedstock like agricultural waste, non-edible
oils, or second-generation biofuels. These alternatives could potentially provide a
less resource-intensive pathway to achieve ethanol targets without compromising
food security or exacerbating water stress. Additionally, without significant improve-
ment in the adoption of FFVs, the ethanol-blending targets risk falling short of
their potential impact.
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Declares energy emergency; no
nnpact seen on India’s RE market

Rlshl Ranjan Kala
Mew Delhi

Donald Trump, who took
oath as the 47" US President
on Monday, declared a na-
tional energy emergency ina
bid to lower energy costs and
ramp up oil and gas produc-
tion. The first of his execut-
ive orders will reshape the
US’ energy policies.

But government officials,
industry and analysts do not
expect any adverse impact in
the short term on India's
solar energy equipment mar-
ket or its green energy trans-
ition from the US move.

ICRA Vice-President &
Co-Group Head (Corporate
Ratings) Prashant Vasisht
expects oil prices to be
“benign”.

However, a cut in sub-
sidies in the Inflation Reduc-
tion Act can impact the clean
energy transition in the US
with global implications.

Swapnil Aggarwal, Dir-
ector at wealth management
company VSRK Capital, said:
“A more liberal interpreta-
tion of the legislation would
imply reduced support for
clean energy initiatives,
which will make transition to

US President Donald Trump

greener energy  sources
tougher because competing
priorities aimed at expand-
ing fossil fuel industry and
achieving energy self-suffi-
ciency would diminish the
advocacy of RE subsidies.”

RENEWABLES

A senior government official
said: “Let the finer details
come out. We don’t see any
short-term impact on solar
(market) or energy trans-
ition. However, there could
be an issue with export of
solar equipment to the US,
which is among our top
markets.”

A top official from a lead-
ing solar power developer
concurred. He said: “Even if
exports fall, there is ample
demand in the Indian mar-

ket.” On the US slapping tar-
iffs on Chinese solar equip-
ment makers, forcing them
to dump products in other
markets, Vikram V, Co-
Group Head (Corporate Rat-
ings) at ICRA, said: “No im-
pact is expected on domestic
manufacturing industries in
India’s solar sector as there
isalready ALMM in modules,
which will prevent
dumping.”

OIL PRICES

On the other hand, more
drilling for oil and gas in the
US will lead to higher supply
of the two critical commodit-
ies, which will help in further
taming crude oil and gas
prices.

“Even if Trump gives the
go-ahead to drill in Federal
land, the impact on oil pro-
duction will not be immedi-
ate. Increasing production
requires a long time and will
not be immediate. But over a
period of time production is
expected to remain high.
Also, shale companies have
been following a strategy
where shareholder returns
are prioritised. So, increases
will be gradual. Oil prices are
expected to be more benign,”
Vasisht explained.
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Essar Oil may Tap
Global Banks for
$275M Bond Sale

Shilpy Sinha

Mumbai: Essar Oil and Gas Ex-
ploration & Production Ltd (EO-
GEPL) has held initial talks to rai-
se $275 million through overseas
bonds, marking its first fundrai-
sing initiative since undergoing a
debt restructuring, according to
people familiar with the matter.

“The company has held talks
with a couple of global banks to as-
sess their interest for a possible
dollar bond,” said one of the per-
sons, who did not wish to be identi-
fied. However, the company has
not yet finalised whether to pro-
ceed with the fundraising, said
the person.

An Essar spokesperson said, “We
continually assess various oppor-
tunities to fuel our growth strate-
gy. As a matter of policy, we don’t
comment on specific discussions
or plans until they're finalised.”

EOGEPL is entirely owned by
Essar Exploration & Production
Ltd, Mauritius. This parent com-
pany also owns other assets.
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(Gas consumption rises 1%
in 24, LNG imports spike

Sanjay.Dutta
@timesofindia.com

New Delhi: Gas consump-
tion in India jumped 11% an-
nually in 2024, leading to a
spike in LNG (liguefied natu-
ral gas) imports for meeting
rising demand across sectors
— a development that is in li-
ne with govt'slow-carbon am-
bitions for the economy but
also raises energy security
vulnerability amid declining
domestic production.

While industries and oil
refineries were the key dri-
vers, the International Ener-
gy Agency’s latest gas market
report published on Tuesday
said consumption in the resi-
dential, commercial as well
as transport sectors also re-

corded double-digit growth,
supported by lower relative
prices of imported gas.
Industry posted a gas
consumption growthof 22%,
refining 26%, residential
and commercial sector 14%
and transport sector12%, the
reportsaid. Heatwaves inthe
May-July period also jacked
up gas consumption for po-
wer generation by 32% as
electricity demandrosetore-
cord levels due to increased
usage of cooling appliances.
“Thisdemand growth led
to a 21% year-on-vear rise in
LNG imports, supported by
average spot LNG prices in
India that were more than
12% lower than a year ago,”
the IEA report said. “In 2024,
the number of LNG cargoes

tendered for delivery (both
supplier offers and user invi-
tations) in India increased
by 70% vyear-on-year. The
number of cargoes awarded
increased by 85%, while the
number of cargoesnotawar-
ded decreased by 20%,” the
report said.

Govt wants to raise the
share of natural gas in Indi-
a’s energy basket to 15% by
2030from alittle less than 7%
at present. The report fore-
castIndia’s gasdemand to in-
crease by 8% this year, assu-
mingaverage weather condi-
tions, driven by the country’s
growing energy needs and
rapid economic expansion.
But declining domestic pro-
duction poses a challenge as
demand rises.
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Global Oil & Gas Prices to
Ease on Exports from US

Higher US oil output
can moderate OPEC+
power to manage

the global oil market

Sanjeev Choudhary

New Delhi: Global oil and gas pri-
ces will soften, and supplies beco-
me plentiful, benefiting Indian
consumers, as US President Do-
nald Trump seeks to encourage
drilling, lift permitting restric-
tionsand exportmoreenergy tothe
world, industry executives said.

“If President Trump does what
he’s been saying, the drilling will
get a boost in the US. Shale pro-
duction can be quickly ramped up
and the US has gotalot of shalere-
sources. This would increase the
inflow of capex in upstream and
add to global supplies,” said Mu-
kesh Surana, CEQ, Ratnagiri Refi-
nery & Petrochemicals Ltd.

In the long term, higher US oil
output can “moderate OPEC+ po-
wer to manage the global oil mar-
ket,” Surana said. “Increased US
exports may also displace OPEC+
supplies in some markets. This
will not only soften prices but, mo-
re importantly, may also lead to a

recalibration of strategy by
OPEC+ and other producers.”

At his inauguration on Monday;
Trumpoutlined hisenergy priori-
ties. “We will bring prices down...
and export American energy all
over the world,” he said.

Oil prices have fallen about $2 to
$79 per barrel in two days. Expec-
ted lowercrude prices will cut refi-
ners’ costs but may not quickly
translate into cheaper petrol and
diesel at the pump, executives sa-
id, adding that retail prices will
decline only if international rates
arelow foralongtime.

Trump projected himself as a
“unifier” in his inaugural speech,
and this has made some industry
executives believe that the Ukrai-
ne war could end soon.

If Russiangasisallowed toflowto
Europe the way it did before the
war, LNG prices will significantly

fall, an executive at a gas marke-
ting firm said. Some Indian refi-
ningand gas marketing executives
expect crudeand LNG pricestofall
asmuch as 20% if the warends. An
oil price decline will also benefit
domestic gas consumers as the ra-
tes of most of India’s long-term
LNG imports are linked to oil.
Trump has said he would “end
the Green New Deal” and “revoke
the electric vehicle mandate”, the
Biden administration’s flagship
policies. How other countries re-
act tothis will beimportant for the
evolution of the green energy sec-
tor; an industry executive said.
“More drilling and increasing
output are just the supply side of
the equation. The equally impor-
tantelement is demand, which will
be influenced by how EVs and
other alternatives to oil, penetrate
the energy space,” said Surana.
“Ultimately, demand-supply ba-
lance will be determined by the
market forces, country’s prioriti-
es, policy push and technological
advancement incompetingareas.”
The global energy crisis between
2021 and 2023, aresult of the pande-
mic and the war, brought back fo-
cus on investments in the oil and
gas industry, which was getting de-
prived of capex in the preceding ye-
arsduetolowerenergy pricesanda
shift towards climate-friendly poli-
ciesacross several countries.

22.1.2025
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I | Budget Bites

IN FY24, THE LAW AND EXTERNAL AFFAIRS
MINISTRIES OVERSHOT THEIR BUDGET OUTLAY
BY THE WIDEST MARGIN

Ministries that overshot/undershot their initial budget allocations the most, FY24 (in %)

OVERSHOT UNDERSHOT
Petroleum and
Law and justice natural gas
External affairs 61.0 Tribal affairs
Mines 484 Tourism
. Statistics and
Education 14.9 programme implementation
Personnel, public 13.0 New and
grievances and pensions & renewable energy

Covers ministries whose budget allocation was more than 1,000 crore. Based on revised estimates for 2023-24,
Data: Tanay Sukumar; design: Satish Kumar Source: CMIE, Mint calculations
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India may buy more
oil from US: Puri

Ritura| Baruah
rituraj.baruah@livemint.com
NEW DELHI

oil and gas coming into the

market, Union minister for
petroleum and natural gas
Hardeep Singh Puri said on
Tuesday, naming the US
under president Donald
Trump as a likely source of
increased fuel supplies.

Speaking to reporters in

I ndia would welcome more

spective of the outcome (of
presidential elections). My
assessment at that point of
time was that America already
produces around 13 million
barrels per day (mb/d). They
will at least put L4-1.5 mb/d
additional in the market,” he
said.

The minister was respond-
ing to questions on the outlook
for the market under Trump's
presidency. Among the first
set of announcements made

New Delhi, the after taking office,
minister said he  USwouldscaleup Trumpreiterated
does not "disa- oil and gas his campaign trail
gree" that oil pri- production, going slogan  “Drill,
ces could come by Trump's baby, drill” indi-
fi{)w n jmth over- rhetoric during Ffl[fl]gf' hlhd{]rl.l‘lln-
supply. g : istration would
*Ttisclear, as 1 hISEIecFlon scale up oil and
have shared with campaign gas production.
you many times, ' Trump hasalso

that more and

more energy is coming in the
market. If you look at the
global energy scene here is no
shortage of oil. I had shared
with vou that after came back
from Gastech 2024 in Hous-
ton, at that point of time a
formerpresident of the US had
said that they will put more
energy on the market, irre-

announced plans
to declare a "national energy
emergency” to boost energy
production.

"If you ask me if more Amer-
ican energy will come to the
Indian market, I will say ves. If
vousayvthere ismore potential
of purchase of energybetween
India and the US, theansweris
ves,” Purisaid .
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India may Ramp up Energy
Supplies from US, says Puri

Trump's pro-domestic
oil and gas production
policies set to boost US
supplies to global mkt

Our Bureau

New Delhi: India may ramp up
energy supplies from the US with
President Donald Trump'’s pro-do-
mestic oil and gas production poli-
cies set to boost US supplies to the
global market, weighing on prices,
0il minister Hardeep Singh Puri
said on Tuesday:

“If you were to ask me whether
more American energy is going to
come on to the market, my answer
is yes,” Puri said on the sidelines
of a conference organised by the
Society of Indian Automobile Ma-
nufacturers (Siam). “If you say
there is a potent possibility of mo-
re purchase of energy between In-
dia and the US, the answer is Yes.”

The US is already one of the lar-
gest oil and gas suppliers to India.

Trump wants to leverage Ameri-
can oil and gas resources to spur
manufacturing in the US. “We ha-
ve something that no other manu-
facturing nation will ever have:

Petroleum minister Hardeep Singh Puri

the largest amount
of oiland gasof any
country on Earth.
And we are going to
use it,” Trump said

at his inaugura-

Trumpwants  tjon ceremony on
toleverage Monday. “We will
:I’:;Egr;?“ oil  pring prices

down, fill our stra-
sp. esunrurcesto tegic reserves up
manufacturing again, right to the
inthe US top, and export

American energy

all over the world.”
The US isthe world’s largest produ-
cer of oil and natural gas. It is also
the top exporter of liguefied natural

gas (LNG) and its supplies helped
Europe quickly replace much of
Russian pipeline gas after the brea-
kout of the Ukraine war in 2022,

Trump wants US oil and gas pro-
duction to further rise. “We will be
a rich nation again. And it is that
liquid gold under our feet that will
helptodoit.”

Trump blamed energy prices for
the cost-of-living crisis in recent
years in the US. “The inflation cri-
sis was caused by massive over-
spending and escalating energy
prices. And that is why today I will
also declare a national energy
emergency. We will drill, baby,
drill,” he said.
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Min Seeks 340,000¢r
Cooking Gas Sop for
State Oil Mktg Firms

Our Bureavu

New Delhi: The petroleum and natural
gas ministry has sought a cooking gas
subsidy of 240,000 crore for state-run
oil marketing companies selling the fu-
el at below market rates, an official sa-
id, adding that the budget may provide
for this.

Liquefied petroleum gas (LPG),
which is used mainly for cooking in In-
dian homes, has been sold at rates be-

low the international prices

for most of thisfinancial ye-

ar. The losses incurred on

the sale have weighed on the

quarterly earnings of Indi-
an Oil, Hindustan Petroleum and Bha-
rat Petroleum. Government support
can lift the annual earnings of these
companies.

The petroleum and natural gas mini-
stry has written tothe financeministry
seeking to compensate these three
companies. Cooking gasisaprice-cont-
rolled commodity, and the government
compensates companies when they in-
cur losses for selling the fuel at below-
market rates. In 2022-23, the govern-
ment gave 222,000 crore to these compa-
nies on account of this.
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etroleum and Natural Gas
P Minister Hardeep Singh Puri on

Tuesday stressed there is a
possibility of more energy exports from
the United States heading to India.

This comes even as the new Donald
Trump administration announced
plans to maximise o0il and gas
production. “The number of India's oil
suppliers has already gone up from 27
to 39 and if more oil comes in, this is
something that we welcome,” Puri said
on the sidelines of an auto industry
event here.

On Tuesday, Trump declared a
national energy emergency, which will
give him broad powers to reduce envi-
ronmental restrictions on energy infra-
structure and projects. It will ease per-
mits on new transmission and pipeline
infrastructure. He also signed an exec-
utive order allowing the US government
to resume processing export permit
applications for new liquefied natural
gas (LNG) projects.

A long-time supporter of fracking
and higher crude production, Trump
has indicated he wants to raise US oil
exports to record levels, and use it to
pay off national debt.

Trump’s win is being seen as a net
positive for India's energy security, and
crude oil import scenario by petroleum
ministry officials.

Inbound crude volumes from the US
may spike from April onwards as the
Trump administration removes barriers
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More US energy exports to India likely: Puri

Trump's energy push may lead to increased American crude oil, LNG shipments to the country
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THENUMBER OF INDIA'S OIL
SUPPLIERS HAS ALREADY GONE UP
FROM27T039, AND IFMOREOIL
(OMES IN, THIS IS SOMETHING
THATWEWELCOME

HARDEEP SINGH PURI

Petroleum and Natural Gas Minister

Q

CRUDE OIL IMPORT FROM US RISING

Year Crude oilimport  From rest of the Share of US crudein
from US ($ bn) world ($bn) total oil imports (%)

2019-20 4.89 97.85 475

2021-22 9.54 97.94 8.87 I

2022-23 10.18 152.02 6.27 I

2023-24* 5.02 1B4.26 3.6 N

2024-25 (Apr-Nov) L 95.05 4.3

*Imports from all major sources fell due to heavy discounts on Russian crude

to export, and authorises natural gas
quotas, officials said.

US shale oil would act as an alterna-
tive to India's heavy dependency on
Russian crude, which is currently facing
sanctions, they said.

“The USis strongly placed to expand
its crude supplies to India. Despite the

Source: Commerce department

Joe Biden administration's focus on
transitioning to cleaner fuels, the US
remained the fifth largest source of
crude for India for two straight years,
dropping a position since FY22,” an offi-
cial said. The US was the fifth-largest
source of crude for India in the first
eight months of 2024-25, according to

Refinersseekcrude
afterUSsanctions
disruptRussiasupply

Indianrefiners Mangalore Refinery
and Petrochemicaland Bharat
PetroleumCorpissuedtendersthis
week seeking crude oil, trade sources
said on Tuesday; after harsher US
sanctionsdisrupted Russiansupply. The
tenderscome more than aweek after
Washington announced sweeping
sanctionstargeting Russian producers
and tankers, disruptingsupply from the
world’s number two producer and

tighteningshipavailability. REUTERS

commerce department data.

Asian buyers of US oil are set to wit-
ness significant opportunities to import
attractively-priced crude from the US,
analysts said.

America's domestic production has
continued to grow rapidly while com-
petition with Organization of the
Petroleum Exporting Countries (Opec)
suppliers has intensified.

“With growth in US crude produc-
tion and exports, the US will continue
to compete with Opec exporters in Asia.
It is targeting European refiners and
developing new markets in Africa and
Latin America,” said Benjamin Tang,
head of liquid bulk at S&P Global
Commodities at Sea.

Import of liquefied natural gas
(LNG) from the US may also rise.

In January, last year, the Biden

administration had announced a tem-
porary pause on pending decisions on
exports of LNG to nations with
which itdoesn't have a free-trade agree-
ment (FTA). India does not have an FTA
with the US.

The US is the largest LNG exporter
worldwide, with shipments expected to
double by the end of this decade.

Data from the US Energy
Information Administration (EIA)
shows that LNG shipments to India
began rising fast from early-2020 after
Covid struck globally.

Monthly traded volumes had risen
to a high of 28,259 million cubic feet in
May 2021, before falling.

Volumes had stood at 13,698 million
cubic feet as of October, 2023, after
which the EIA discontinued publishing
monthly data.

Sanctions on Russia

Discussions on a term deal for crude oil
purchase from Russia had come to a
halt in the wake of the latest sanctions
on Russia, petroleum ministry sources
told Business Standard last week.

A joint front of state-owned refiners
was discussing crude oil purchase from
Russia under a term deal.

Crude oil from Russia is usually pur-
chased on spot prices, while long-term
contracts are usually reserved for crude
from India's traditional import sources
in West Asia.

Spot purchase allows refineries to
secure different grades of oil, otherwise
unavailable.

Butsanctions on Russian oil and gas
entities by the US earlier this month,
has put the talks on hold.
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Oil falls on
oversupply
concerns

New York: Oil prices fell on
Tuesday after US President
Donald Trump declared a na-
tional energy emergency on
his first day in office, raising
concerns of higher US output
inamarket widely expected to
be oversupplied this year.
Brent crude futures were
down 89 cents, or 1.1%, to $79.3
per barrel in early trades. WTI
crude futures for Feb delivery
were down by $1.67, or 2.1%, at
$76.2. The oil market is expec-
ted to be oversupplied this year,
after weak economic activity
and energy transition efforts
weighed heavily on demand in
top-consuming nations the US
and China. The US Energy In-
formation Administration on
Tuesday reiterated its expecta-
tions for oil prices to decline
both this year and next. reuters
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Possibility
of more US

energy coming
to India: Puri

OUR CORRESPONDENT

NEW DELHI: There is a
possibility of more US energy
coming to India in the wake
of the new administration
under President Donald
Trump announcing plans to
maximise oil and gas produc-
tion, Union Minister Hardeep
Singh Puri on Tuesday said.

The number of Indias oil
suppliers has already gone up
from 27 to 39 and “if more oil
comes in, this is something
that we welcome’, Puri, the
Minister for Petroleum and
Natural Gas, told reporters on
the sidelines of auto industry
body SIAM’s 3rd International
Symposium for Thriving Eco-
Energy in Mobility event.

He was responding to a
query about new US Presi-
dent Donald Trump’s steps to
increase oil drilling and gas
production.

“If you were to ask me
whether more American
energy is going to come onto
the market, my answer is yes.
Ifyou say there isa potent pos-
sibility of more purchase of
energy between India and the
US, the answer is yes,” he said.

Further, Puri said, “In the
last three and half years, we
have been in the market for
whoever can supply”
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‘Potent possibility’ of more energy supply
from US to India: Petroleum Minister Puri

ENS ECONOMICBUREAU
NEW DELHI, JANUARY 21

WITH US President Donald
Trump declaring that American
oiland gas production and energy
exports will see aboost, thereis a
“potent possibility” of more USoil
and gas coming to India,
Petroleum Minister Hardeep
Singh Purisaid Tuesday. The min-
isteralso said thatindia—counted
among the top consumers and
importers of crude—would wel-
come more oil coming to the in-
ternational market.

In his first address after being
swom inon Monday, Trump said
that hisadministration will push
for moreoil and gas productionas
well as consumption in the US.
Trump, who said that he will de-
clare a “national energy emer-

gency” toboost US oil and gas pro-
duction and bring prices down,
alsoannounced that the US will
increaseitsenergy exports.

“If you were to ask me
whether more American energy
isgoingto come onto the market,
my answer is yes. If you say there
isa potent possibility of more pur-
chase of energy between India
and the US, the answer isyes,” Puri
saidin an interaction withre-
porters on the sidelines of an in-
dustryevent. The minister added
that Indiahasbeen in the market
foroil and is willing to buy from
“whoever cansupply”.

TheUSis already India’s fifth-
largest source market for crude
oil, with Americanoil accounting
forover4 percent of India's total
oil imports in 2024, per tanker
data. India also buys natural gas
fromprojectsinthe US In anote

‘ Ifyou were toask
me whether more
American energy is going

tocome onto the market,
my answerisyes. If you
say thereisa potent
possibility of more
purchaseofenergy
between Indiaand the
US, theansweris yes”

—HARDEEP SINGH PURI
PETROLEUMMINISTER

in November, S&P Global
Commodity Insights(SPGQ) said
that it expected Asian oil buy-
ers—includingIndia—to witness
significantlymore opportunities
to import “attractively priced
crudefromthe US" as its compe-

tition with the OPEC
(Organization of the Petroleum
Exporting Countries) suppliers
intensifies. Trump's push tosig-
nificanty increase US oil produc-
tion and even exports, for which
he employed the slogan “Drill,
baby, drill”, could add to the
global oil supply and even push
major oil producers tocompete
for market share by increasing
theirownoilproduction and ex-
ports, according tosome analysts

For India, whichis theworld’s
third-largest consumer of crude
oil and depends onimportsto
meetover 85 per cent of its re-
quirement of the commodity,
higher oil availability and any
consequent downward pressure
on interational oil prices would
befavourable. Heavy reliance on
imported crude oil makes the
Indian economy vulnerable to

global oil price volatility, apart
from having a bearing on the
country’s trade deficit, foreign ex-
change reserves, rupee’s ex-
change rate, and inflation. While
Puri did notdirectly comment on
whether he expects oil prices
fall going forward, he reiterated
hisearlier commentsthathe sees
prices reacting to greater avail-
abilityofoil. Usually, higher avail-
ability leads t lower prices.
“Itis clear, as | have shared
with you many times, that more
and moreenergyiscomingon the
market Ithink that'sagiven. [have
said all along that if you look at
what's happening in the global
energyscene,thereisno shortage
of oil..I have been on record many
times thatl seeoil prices reacting
to that availability,” Puri said.
FULLREFORTON
www.indianexpress.com
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Puri sees chances of
higher US oil imports

@ Closelywatching
moves by Trump

OPTIONS OPEN

EThe US iscurrently

govt, says minister

ARUNIMA BHARADWAJ
MNew Delhi January 21

INDIA ON TUESDAY welcomed
US President Donald Trump's
staternent after assuming office
to ramp up oil and gas produc-
tion by the world's largest econ-
omy and ‘export American
energyall over theworld:”

“Thereisa possibility of more
energy purchase between India
and US, minister for petroleum
and natural gas Hardeep Singh
Puri said here."More US energy
coming into the market is wel-
come! He however,addedthatin
any case, there is noshortage of
oil inthe global market.

He akosaid the government
is ‘watching very carefully’ the
announcements made so far by
the new US administration
under Trump. The US move
comes ata timewhen the fresh
sanctions have increased the
chancesof possible tighteningof
Russian oil supplies to India In
2024, aver a third of India’s oil
imports were from Russia

Trump, in his inaugural
address as the 47th President of
the US, laid out a clear plan for
the country’s energy sector -
increasing domesticoil and gas
production,declaring anational
energy emergency, and with-
drawing fromthe 2015 Pariscli-
mate deal.

Continved on Page 10
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Puri sees chances of higher US oil imports

THE USIS currently producing
around 13 million barrels of oil
perdayand is likelyto add 1.4
million-1.5 million barrels aday
intoproductioninthe short run.

“With Trump in power,
India can count on continued
oil and gas supply to ensure its
developmental needs since the
USisanetexporteroffuelsnow.
Between 2017 and 2024, the
USbecamethefifth-largestliq-
uefied natural gas (LNG) and
crude oil supplier to India,”

Arunabha Ghosh,CEO of the heavy crude economically

Council on Energy, Environ-
ment and Water had had said
earlier.

XavierTang, market analyst
at Vortexa said that the main-
stream US crude supplies to
India will likely remain unaf-
fected under Trump’s presi-
dency, and US oil exports to
India would still be driven by
economics. However,the poten-
tial imposition of 25% tariffs
on imports from Canada and
Mexico can make Canadian

unattractiveto Indian refiners.

“Donald Trump has
announced that heintendsto
impose 2 5% tariffs on imports
from Canada and Mexico. This
would greatly increase the cost
ofCanadian heavycrudeswhich
aretransported viapipelineinto
the US, of which, some are
exportedto India. Withthe new
import tariffs, Canadian heavy
crude willalmostbe economi-
cally unattractive to Indian
refiners,assuch we could expect

to see lower exports of these
crudes from the US Gulf to
India " Tang said.

In December, India
imported 44,633 barrels of oil
perday from the US making for
only1%ofitstotalimportsThe
imports declined as much as
78% from 207,223 bpd in
N ber. Russiar inedthe
topsupplierlastmonthwithits
imports accounting for 31%of
India’s total crudeoil imports.

Afterfalling during the first
Trump administration,produc-

tion in Iranand Venezuela has
recovered under former presi-
dent Joe Biden, as the focus of
sanctions has shifted to Russia,
as per S&P Global Commodity
Insights.

The agency had noted that
growing US crude production
has posed a significant chal-
lenge for the Opec+ in recent
years, exerting downward pres-
sure on prices, threatening the
bloc's market share and
promptingmassive outputcuts.

With thelatestUS sanctions
on Russia, Indian refiners have
begun to diversify their crude
sourcing from countries in the
West Asia and Africa. The US,
whichisalreadythe fifth largest
supplier of oil to India, is likely
toincrease its exportsto India.

Trump's policies mark a
clearturnaround from thoseof
the Biden administration,
which pushed for transitioning
away from fossil fuels towards
clean energy.ForIndia,whichis
the world’s third largest con-

sumer of oil and imports 85%
of its oilrequirements, Trump’s
announcements could mean
increased supplyofUScrudeoil
with potential changes in oil
pricing.“Americawillbea man-
ufacturing nation once again,
andwehave something thatno
other manufacturing nation
will ever have: the largest
amount of oil and gas of any
country on Earth. And we are
going to use it. We will bring
prices down, fill our strategic
reserves up again,right to the
top, and export American
energy all over the world
Trump said.

US domestic production is
projectedtoincrease next year,
as part of the new drilled and
completed wellscoming online,
analysts say. Trump noted that
theinflationcrisisinthe USwas
caused by massive overspend-
ingand escalatingenergyprices
and heintends to bring down
the costs while dedaring a
‘national energyemergency’
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SC Exempts OMCs from Excise Duty on
Inter-Supply of Petroleum Products

InduBhan

New Delhi: In a relief to pub-
licsector oil marketing compa-
nies (OMCs) like Bharat Petro-
leum Corp Ltd, Hindustan Pet-
roleum Corp Ltd and Indian
0il Corp, the Supreme Court
ruled that prices under a Mul-
tilateral Product Sale-Purcha-
se Agreement (MoU) for inter-
supply of petroleum products
for smooth distribution across
the country, do not constitute
“transaction value,” thus ex-
empted from excise duty.
Quashing the excise duty de-
mands levied on some OMCs, a
bench led by Justice Abhay S
Oka said that the price fixed
under the arrangement was
not the sole consideration for
the sale by one OMC to the
other, but to avail product sha-
ring/assistance from each
other to ensure the smooth
supply and distribution of pet-
roleum products and to see
that there is no disruption in
the supply of petroleum pro-
ducts to OMCs all over the co-
untry, irrespective of whether

an OMC has a refinery or
otherwise in a particular part
of the country.

“Thus, the object of the MoU
is not to sell petroleum pro-
ducts on a commercial basis to
other OMCs,” it said. The real
object was to ensure that each
OMC gets a smooth supply of
petroleum products and any
disruption of supply is avoi-
ded and to save on transporta-
tion costs of the OMCs, when
compared with procuring pet-
roleum products solely from
their respective refineries, ac-
cordingto the judgment.

“Therefore, the emphasis is
on allowing individual OMCs
access to each other’s products
and facilitating the sale of pet-
roleum products to their re-
spective  dealers/customers.
The sale of products under the

Mol is for the benefit of the re-
spective business activities of
the OMCs,"” the apex court said.

After the Administered Price
Mechanism wasdone away with
from April 1, 2002, a MoU was ex-
ecuted by and between the
OMCs at the behest of the Mini-
stry of Petroleum and Natural
Gas for a period of two years.
Under the arrangement, it was
mutually agreed that the OMCs
should sell and purchase petro-
leum products among themsel-
ves and/or to one another at the
Import Parity Price (IPP).

The price fixed in accordance
with the IPP waslower than the
price at which the selling OMC
sold its petroleum products di-
rectly to its own dealers.

IPP included the landed cost of
the products at the nearest port,
the cost of transportation from
thesaid port to the storage point
of the selling OMC and also ter-
minal charges. Purchase and
sale transactions of petroleum
products between OMCs were
to be made based on the Mol.
The receiving OMC would furt-
her sell the petroleum products
to their own dealers.
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There is potential for more US
oil, gas flowing to India: Puri

POSITIVE PICTURE. Welcoming the influx, Oil Minister hints at drop in prices as US steps up extraction

|
Our Bureau
Mew Delhi

Hours after Donald Trump
took charge of the White
House and committed to
doubling down on oil extrac-
tion in the US, Minister of
Petroleum and Natural Gas
Hardeep Singh Puri on
Tuesday said that more of
the energy resource will
come to India. He added
that there is a “potential of
purchase” of energy
between the two countries.
The Minister was re-
sponding to media queries
on the possible outcome of
the new US President’s de-
cision to drill for more oil
and gasin the USin an effort
to tame inflation and uplift
the American economy. Puri
said he does not “disagree”
with the narrative that over-
supply of crude oil in the
market will weaken prices.
“If you ask me if more
American energy will come
to the Indian market, I will
say yes. If you say there is

more potential for the pur-
chase of energy between In-
dia and the US, the answer is
yes,” Puri told reporters on
the sidelines of a event byin-
dustrybody SIAM.

The Minister also did not
rule out the possibility of a
drop in crude oil price due to
oversupply.

‘DRILL BABY DRILL

On the announcements on
more extraction in the US,
Puri said the Ministry of Pet-
roleum & Natural Gas
(MoPNG) is “watching
them very carefully”.

“If you look at the global
energy scene, there is no
shortage of oil. I had shared
with you after I came back
from Gastech 2024 in Hous-
ton, that a former US presid-
ent had said that they will
put more energy on the mar-
ket irrespective of the res-
ults of the outcome.”

“My assessment at that
point of time was that Amer-
ica already produces around
13 million barrels per day
(mb/d). They will put at

“‘;

SAFE BET. Petroleum and Natural Gas Minister Hardeep Singh

Puriunderscored that India has increased its crude oil and gas
procurement sources from 27 to 39 suvkumar pusHeacas

least an additional 1.4-1.5
mb/d in the market,” he
added.

Brazilis producing 3 mb/d
and theyare putting an addi-
tional 1,40,000 b/d in the
market. More oil is coming
from Guyana, Surinam and
Canada. Here, we are talking
about western hemisphere.
So, there is no shortage of
oil, he stated.

SOURCES UP

The  Minister  further
opined, “What it means is
how much oil has been avail-
able in the market. I have
said that I see crude oil
prices reacting to that avail-
ability.

Secondly, the inaugura-
tion has just taken place.
Some decisions have been
taken. Let them come in.

Some of these decisions had
been anticipated.”

Puri underscored that In-
dia has increased its crude
oil and gas procurement
sources from 27 to 39. Influx
of more oil, he added, is wel-
comed by India.

Talking about the restric-
tion of gas drilling by the
Biden administration, Puri
said, “If you look at some of
these restrictions that were
placed before the election
(US President), there is a
catch.

I think the outgoing ad-
ministration put some of
these restrictions to reach
out to the environmental
lobbies, etc. When it was
done alot of people said that
they were temporary.”

On gas supply, the Minis-
ter said that a lot of gas is
available globally, which is
the reason many people
(producers) want to sign
long-term contracts.

More gas is expected to be
available by 2026-27. This is
welcome news for India,
said Puri.
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Trump energy policy may lead
to higher oil supplies from US |

Despite Biden
administration’s
emphasis on
transitioning to
cleaner energy,
the US has
remained the
fifth-largest
crude supplier to
India for two
consecutive
years

Gowt official

US oil policy
positive
for India

Donald Trump
has signalled
plans to raise
US oil exports
to record
levels. His
policy shift is
seenasa
positive
development
for India’s
energy
security,
particularly in
relation toits
crude oil
imports.

RAKESH KUMAR @ New Delhi

PETROLEUM Minister Har-
deep Singh Puri said that
there is potential for increased
US energy exports to India,
following the Trump adminis-
tration’s plans to maximise
oil and gas production.

Speaking on the sidelines
of the third International
Symposium on Thriving Eco-
Energy in Mobility, organised
by the auto industry body
SIAM, Puri said India’s oil
suppliers have increased from
27 to 39, and that more suppli-
ers are always welcome.

Crude oil volumes from the
US could rise significantly
from April 2025 onwards, as
the Trump administration
moves to remove export barri-
ers and authorises natural
gas quotas, according to offi-
cials. Reports suggest that US
shale oil may become an alter-
native to India’s current reli-
ance on Russian crude, which
is under sanctions.

On Tuesday, Donald Trump
declared a national energy
emergency, granting himself
sweeping powers to ease envi-
ronmental restrictions on en-
ergy infrastructure and
projects, as well as to stream-
line permitting for new trans-
mission and pipeline develop-
ments. He also signed an
executive order to resume
processing export permits for
new LNG projects. A staunch
supporter of fracking and in-

M i

creased crude oil production,
Trump has signalled plans to
raise US oil exports to record
levels, with the proceeds
aimed at reducing the nation-
al debt.

Trump’s policy shift is seen
as a positive development for
India’s energy security, par-
ticularly in relation to its
crude oil imports, according
to officials from the Ministry
of Petroleum.

“The US is well-positioned
to expand its crude oil exports
to India. Despite the Biden ad-
ministration’s emphasis on
transitioning to cieaner en-
ergy, the US has remained the
fifth-largest crude supplier to
India for two consecutive
years, though its ranking has
dropped since FY22,” an offi-
cial said.

According to data from the
US Commerce Department,
the US ranked as the fifth-
largest supplier of crude oil
to India in the first eight
months of FY24-25.
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