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PNGRB’s tariff changes
likely to benefit IGL

Mahanagar Gas, Gujarat Gas may take a hit

NIKITA VASHISHT
New Delhi, 7 July

The Petroleum and Natural Gas
Regulatory Board (PNGRB) on July
4 reduced the number of pipeline
tariff zones from three to two to
make natural gas more accessible
and affordable for areas that are far
from gas sources.

Themove, analysts believe, may
benefit Indraprastha Gas Ltd (IGL),
due to the possibility of charging
higher tariffs, while adversely
affecting Mahanagar Gas Ltd (MGL)
and Gujarat Gas Ltd (GGL).

Proposed tariff changes

Till now, city gas distributors were
charging ¥42.04 per mBtu (million
British thermal units) from Zone 1
gas sources, ¥80.08 per mmbtu
from Zone 2, and 106.77 per
mmbtu from Zone 3.

These pricesvaried accordingto
the distance from the gas sourcing
point, which is up to 300 km for
Zone 1, between 300 km and 1,200
km forZone2, and beyond 1,200 km
forZone3.IGL hasbeen sourcingits
gas from Zone 2 & 3, and MGL and
GGL from Zone 1.

The reduction from three zones
to two zones, however, might lead
to higher tariff for nearby destina-
tions to arrive at the same internal
rate of return (IRR) for tariff
calculation, opine analysts.
According to initial estimates by
global brokerage Nomura, tariffs
from Zone 1 could rise to ¥61.3 per
mmbtu, with 43 per cent volume
being sourced from this zone.
Similarly, tariffs from Zone 2 may
rise to ¥92.7 per mBtu, cornering 57
per cent of the total volume.

The estimates were arrived at
assuming overall volume weighted
average tariff will remain the same
as before; and one-fourth of vol-
umes in Zone 2 and Zone 3, which
were CGD (city gasdistribution) vol-
umes, will be charged as per Zone 1
tariff; and Zone 1 will be 66.17 per
centofZone 2, Nomurasaid.

ICICI Securities, on its part,

expects Zone 1 tariff to increase to
352 per mBtu, and Zone 2 tariff to
%90.1 per mBtu.

WillIGL gain?
The proposed changes, according
toNomura, will likely benefitIGLas
the company’s current gas sources
fall either under Zone 2 or Zone 3.
“We see IGL enjoying an Ebitda
(earnings before interest, taxes,
depreciation and amortisation)

Concurring with the view,
analysts at ICICI Securities expect
IGL to benefit to the extent of
1-1.1/scm while higher tariffs
for Zone1/2 (to keep blended
tariff the same) could hurt MGL
and GGL by 0.35 and %0.36 per
scim, respectively.

Investment strategy
ICICI Securities has maintained its
“Buy” on all CGD stocks as it would

benefit of 0.5 per stan- wait to see the exact
dard cubic metre (scm) —————————— impact of the pro-
to31.6/scm (depending THE REDUCTION FROM  posed changes
onwhetheritcurrently THREEZONES TOTWO before reviewing its
falls in Zone 3 or Zone ZONES MAY LEAD TO rating.
2), implying 823 per HIGHER TARIFF FOR Nomura, how-
cent higher Ebitda. NEARBY ever, prefers MGL
This, however, will be DESTINATIONS TO (Buy; target-X1,680)
possible if IGL retains ARRIVE AT THE SAME asitexpectsthe firm
allthebenefitsanddoes |INTERNAL RATE OF to have the highest
notpassonthesameto RETURN FOR TARIFF volume growth am-
end users,” Nomura CALCULATION, ong peers, and con-
said. One mmbtu equ- QPINE ANALYSTS sidering its limited
alsabout 25.2 scm. = exposure to the vol-
For MGL, Nomura atile industrial and
seesanegative impact commercial (I&C)
of ¥0.8/scm, implying an 8 per segment, and attractive valuation
cent Ebitdaimpact, asitisalready compared with peers.

in Zone 1, which may see upward
tariff revision.

“GGL, meanwhile, may see the
same impact on Ebitda as MGL, at
%0.8/scm. However, the impact in
terms of percentage is higher at
approximately 16 per cent due to
a lower margin base than
MGL,” it said.

“MGL is also better placed
than IGL in terms of EV-related
regulatory  challenges. GGL
(Reduce; target-¥406) is our least
preferred pick due to its high expo-
sure to the I&C segment, its muted
volume growth outlook, limited
room for price hikes, and demand-
ingvaluation,” it said.
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Al’s Power Drive is Fuelling a Green Boom

yperscale data centres are guzzling elec- 2024 to 32 Terawatt-hours. Barclays says that sions have also risen 23%-100% from the 2019

— tricity and water at an alarming rate. hyperscalers Google, Microsoft and Meta are baseline. But this has also translated into a clean
1 I For one, Google's sustainability report on track for their 7th consecutive year of 25% energy drive. Himanshi Lohchab curates facts
showed that its electricity use went up 27% in growth in power demand. Their Scope 3 emis- and figures linked to Al's impact on power use.
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Total installed capacity of date centres in India is set to double by 2030; While coal dominates
the electicity mix in India, the share of renewables increases to 35% by then

THE CLEAN ENERGY BOOM __ [Py May 2024, Microsoft

Al is projected to double the electricity use
of data centres by 2030, reaching 945
terawatt hours — more than Japan’s

consumption today * ® Google marked a record year announced a $10-billion deal
. procuring 8GW of clean energy with Brookfield to develop
= In2024, data centres made up just 1.5% of global ; in 2024 including solar and wind green energy capacity of
electricity consumption, expected to grow to 3% by 2030 = projects in Mumbai and Delhi 10.5GW, the largest ever
= InUS, power consumption by data centres will account ~ = @ Clean energy procurement @ Asia-Pacific secured a total of
for almost half of overall growth in demand by 2030 = = marked a record 68GW of 27 GW of renewable capacity,
3 WU dats rroceeeine will coneUme thats ahaa § E deals in 2024 with data centres up 60% year on year
e bl - ot = |2 accounting for 17GW e India accounted for
than manufacturing of goods like aluminium, = .
steel, cement and chemicals =~ = @ Amazon, Google, Meta angl more Ithan 69% of this
~ Microsoft now have combined capacity, surpassing
= India has 2CGW of installed data centre capacity consuming clean energy portfolio of 84 GW the US to become the largest
electricity equivalent to 6.5 million Indian households across 29 markets market globally at 18 GW

Sources: INTERNATIONAL ENERGY AGENCY, GOOGLE SUSTAINABILITY REPORT, S&P GLOBAL COMMODITY INDEX, GOLDMAN SACHS RESEARCH
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Amid price sensitivity, India
leans on Russian oil in June

e
Rishi Ranjan Kala
New Delhi

The centrality of Russian
barrels, supported by Middle
Eastern flows, during June
reinforces India’s price-
sensitive and flexible crude
oil sourcing strategy with re-
fining economics and mar-
gins driving procurement
decisions.

According to the latest
trade numbers from global
real-time data and analytics
provider Kpler, India’s crude
oil imports last month stood
around 4.8 million barrels
per day (mb/d) provisionally,
marginally higher from May,
but short of the March high
(5.24mb/d).

Russia continued its dom-
inance as the top supplier,
reaching around 2.07 mb/d
— the highest monthly
volume since July 2024.
Meanwhile, imports from
the Middle East remain sig-
nificant but showed signs of
increasing volatility. On the
other hand, barrels from the
Americas continue to be
modest and steady, it added.

RENEWED SURGE
Sumit Ritolia, Kpler's Lead
Research Analyst for Refin-
ing & Modelling, told busi-
nessline: “June highlighted a
renewed surge in Russian
crude flows to India, under-
lining Moscow’s success in
maintaining Asian market
access despite sanctions.”
Middle Eastern suppliers

Refinery economics

Crude ofl imparts in June 2025
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remain central to India’s en-
ergy security but face stiff
competition, while Amer-
ican and Latin American
flows offer diversification
but are cost-sensitive, he
pointed out.

This resurgence in Rus-
sian volumes reflects both
commercial incentives and
geopolitical realignments,
Ritolia emphasised, adding
that Russian barrels remain
highly competitive due to
discounts, payment mechan-
isms and logistical flexibility
via alternative shipping and
insurance networks.

Despite mounting West-
ern sanctions, Indian re-
finers have managed to
maintain — and even expand
— procurement from Russia.
Barring any severe logistical
or regulatory disruptions,
this trend is likely to persist
in the coming months, he
added.

Middle Eastern suppliers

— Iraq, Saudi Arabia and the
UAE — collectively supplied
around 1.96 mb/d to India, a
slight reduction in volumes
m-o-m but higher y-o-y, sig-
nifying the importance of the
Middle East in India’s crude
basket.

PRICE FLEXIBILITY
However, Ritolia pointed out
that Russian price flexibility
continues to  pressure
Middle Eastern suppliers,
potentially limiting their
ability to expand market
share in India. Still, the prox-
imity and reliability of Gulf
suppliers, particularly Saudi
Arabia, Iraq and the UAE, en-
sures that they will remain
core contributors to India’s
crude slate.

Looking ahead, said Rito-
lia, Russia will likely remain
India’s largest crude supplier
(35-40 per cent) supported
by price competitiveness and
techno-economics.

8.7.2025
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I B A
CNG takes the PV wheel
in India’s fuel shift

Compressed natural gas (CNG) isquietly transforming the
country’s automotive sector. After surpassing diesel cars for the
first time in 202425 (FY25), CNG continuesto gain ground in the
passenger vehicle segment in 2025-26 as well. In June 2025, the
share of gasin new passenger car sales stood at 21 per cent, up from
18.2 per cent in June 2024. According toan Equirus report, share of
petrol carsdropped from 52 per cent to48 per cent in a year, staying
below the 50 per cent mark for the fifth straight month.

Here's a look at what’s driving the CNG shift in the PV market:

The quiet fuel steering CNG wins wallet wars
a market rethink despite costly start

Price-conscious buyers are

738 giving CNG an edge despite

Number of CNG stations Al
in 2014 X76.09 per kilogram: Current
price of CNG in Delhi

7,996 X87.67 per litre: Diesel price

Number of stations as of in Delhi

May 2025 394.77 per litre: Petrol price

in Delhi

18,336 %75,000-1,00,000: Initial price

Committed CNG stations by difference between CNG and
2034, according to city gas petrol variants of major models

distribution companies Atypical CNG car can run at

® Uttar Pradesh, Gujarat, about 2 per km, compared

and Madhya Pradesh: with 4-6 per km for diesel
States with the largest cars, according to Indian Oil-
number of CNG outlets Adani Gas data.

® CNG’s share in the fuel mix has been steadily

rising over recent months Source: Fada
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vehicle fuel mix
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= CNGILPG @ @
E\\;brid 18.22 20.17 20.82

COMPILED BY SHINE JACOB
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Crude prices fall over 1%
as OPEC+ hikes output

-
!

Reason to
raise output

OPEC+ cited a
stable global
economic
outlook, market
fundamentals,
including low
oil inventories,
as reasons for
boosting
output. The
decision will
return nearly
80% of the 2.2
mn bpd in
voluntary cuts

ENS ECONOMICBUREAU @ New Delhi

CRUDE oil prices slipped more than 1% on Mon-
day after OPEC+ surprised markets by announc-
ing a larger-than-expected increase in oil pro-
duction for August, raising concerns about
potential oversupply.

Brent crude futures fell 1.2% to $67.50 per bar-
rel, while US West Texas Intermediate (WTI)
crude dropped 2% to $65.68 per barrel. However,
Brent later rebounded, trading at $68.66 per bar-
rel as of 17:30 IST.

On Saturday, the Organization of the Petrole-
um Exporting Countries and its allies, collective-
ly known as OPEC+, agreed to raise production
by 548,000 barrels per day (bpd) in August. This
marks a significant jump from the monthly in-
creases of 411,000 bpd approved for May, June,
and July, and the 138,000 bpd rise in April.

OPEC+ cited a stable global economic outlook
and healthy market fundamentals, including low
oil inventories, as key reasons for boosting out-
put. The August decision will return nearly 80%
of the 2.2 million bpd in voluntary cuts made by
eight OPEC members back to the market.
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Gas, EVs to get fresh

support from govt

CNG,PNG TARIFES
CUTTOZONE 1 RATES
TOPUSH GAS USE

THE PETROLEUM AND Natural Gas
Regulatory Board (PNGRB) last week
approved thesecond amendment to
the Natural Gas PipelineTariff Regu-
lations, 2025 Keyhighlights from the
orderare:

PNGRB has reduced the number
of pipeline tariff zones from three to
two.Therationale behind themoveis
to make natural gas more accessible
andaffordable for areaswhich are far
fromthe gas sources.

Zone 1tarifffor CNG, PNGvolumes

To further encourage natural gas
consumption among households
andvehicles, tariffs forCNGand PNG
segmentsacrossthe country willnow
be charged at Zone 1 rates, We esti-
mate the revised tariff rates for Zone
1 and Zone 2,based on thefollowing
assumptions: (i) the overall volume-
weighted average tariff remains
unchanged; (ii)one-fourth of the vol -
umesin Zone 2 and Zone 3 were from
citygasdistribution (CGD),which will
bebilledatZone 1 rates;and (i} Zone
1 tariffs will be 66.17% of Zone 2
rates, in linewith the proposed draft
tariff amendment announced in
March 2025.

Impacton CGDplayers

This development is most posi-
tive for Indraprastha Gas (IGL)
among CGD players, as its gas sourc-
ing currently falls under Zone 2 or
Zone 3. In contrast, Mahanagar Gas
(MGL) and Gujarat Gas (GGL) are
likely to be negativelyimpacted, as
theyalreadyoperatein Zone 1,which
may face upward tariffrevisions.
IGL: Weestimatean Ebitdabenefitof
20.5/scmto ¥1.6/scm,dependingon

BUILDING MOMENTUM

IGL: Earnings impact
assuming it currently falls

whetheritssourcing currentlyfallsin
Zone 2 or Zone 3,implyingtoan 8-
23% Ebitda uplift, assuming IGL
retains the full benefit and does not

pass it on to consumers.
MGL:Likelytofacea negative impact
of ¥0.8/scm.

GGL: Facesa similar absolute Ebitda
impact of ¥0.8/scm; however,due to
alower margin base, the percentage
Ebitda impact is higher.

We prefer Mahanagar Gas, as we
expect it to have the highest volume
growth among peers, and consider-
ingitslimited exposureto thevolatile
industrialand commercial (1&C) seg-
ments,andattractive valuation com-
pared with peers. MGL is also better
placed than IGL in terms of EV-
related regulatory challenges, in our
view. Gujarat Gas is our least pre-
ferred pick duetoitshighexposureto
the [&C segment (whichis currently
facingsignificant competition from
propane), its muted volume growth
outlook, limited room forprice hikes,
and demanding valuation. Overall,
we think, the government's latest
movereinforcesourview thatgasisa
preferred fuel for autos, and that
householdsand will continue to face
regulatorysupport along with EVs.

NOMURA

Earnings impact

Volume
MGL FY26F (%)

READ TO LEAD

Zone3 Volume
IGL FY26F (%) CNG and DPNG | 84%
CNGand DPNG 82%  Industrialand
Industrial and Commercial 16%
Commercial 18%
Volume
Zone Volume GL FY26&F (%)
Gt AEHAON | CNGand DPNG 42%
CNG and DPNG 82%  ndustrialand
Industrial and Commeréial 58%
Commercial 18% _ )
Source; Nomura estimates
FINANCIAL EXPRESS [ue: 98 July 2025 @)
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India to develop
deepwater
exploration tech

RAKESH KUMAR @ New Delhi

PETROLEUM minister Hard-
eep Singh Puri on Monday an-
nounced that India plans to de-
velop a comprehensive
ecosystem for deepwater Explo-
ration and Production (E&P)
technologies as it prepares to
explore over 2.5 lakh sq km un-
der the Open Acreage Licens-
ing Policy (OALP) Round 10.

The tenth round of OALP is
set to be one of the largest off-
shore exploration bidding
rounds globally. The announce-
ment came following the Minis-
ter’s visit to the Northern
Lights CO2 Terminal in Bergen,
Norway. The facility, funded by
the Norwegian government and
operated in partnership with
Equinor, Shell, and TotalEner-
gies, is the largest carbon stor-
age project of its kind.

Deepwater exploration and
production (E&P) technologies
is the advanced methods, tools,
and systems used to locate, drill,
extract, and process oil and nat-
ural gas from reservoirs located
deep beneath the ocean floor at
depths greater than 500 meters
(1,640 feet). The Northern Lights
project can store up to 100 mil-
lion tonne of carbon dioxide. It
features a flexible infrastruc-
ture that enables the transport
of CO2 from capture sites by
ship to a terminal in western
Norway, where it is temporarily
stored before being piped 110
km offshore and injected 2,600
metres below the seabed for safe
and permanent storage.
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OMCs likely to report strong Q1 on improved marketing margins

® Upstream firms
may see q-o-q fall
in realisations on
lower crude prices

ARUNIMA BHARADWAJ
New Delhi, July 7

STATE-OWMED OIL MAR-
KETING companies (OMCs)
are expected to report a
strongbeginning to FY 26 dri-
ven by robust marketing mar-
gins in the first quarter,
according to analysts.
According to Emkay Global
Financial Services, petrol mar-
keting margins of OMCs grew
28% quarter-on-qu artet%]—c—
gq) to ¥12.8 perlitre in Q1FY 26,
while diesel margins jumped to
%9.2 /litre from ¥5.1/litre, on
account of lower crude oil
prices amid frozen retail prices.
“Brent averaged at around
S68/barrel in Q1FY26, 10%
lower g-o-g, and recorded a

FINANCIAL EXPRESS

READ TO LEAD

weakcloseat $68 /bbl,down by
59/bblbetween the two quarter
ends. This declineisexpectedto
result in refining inventory
losses of §1.5-2/bbl each for
BPCL and HPCL, while I0CL
could face a higher inventory
loss of $2.5/bbl due toa rela-
tively longer inven-
tory cycle,” Emkay
Global  Financial
Services said in its

per analysts. Moreover, Russ-

lan crude imports rebounded,

amid range-bound discounts,

while the Middle East OSP

(official selling price) premi-
umswere flat at §1.9/bbl.

“We expect BPCL and HPCL

to see 40-45% uptickeach in

Ebitda g-o0-g, while

10CL is likely towit-

ness  a 17%

improvement due

quarterly preview. to the base effect.

While Prabhu- Q1FY26 PAT (profit
dasLiladherCapital after tax) for
expects sales of I0CL,BPCL, and
OMCs to decline by PREVIEW HPCLisestimatedat
5% year-on-year 16,850 crore,
led by lower oil prices, it ¥6,590crore,and4,650crore,
believes that expansion in  respectively,’said EmkayGlobal.
marketing margins is likely to Aslew of concerns over trade

result in the companies report-
ing a staggering 122%rise in
EbitdainQ1FY2é.
Benchmark gross refining
margins of OMCs rose to
$5.6/bbl from $3.2/bblg-0-q,
largely owing to 38% g-o0-q
uptick in gasoline spreads,
while gasoil grew 8% g-o-g,as

Tue, 08 July 2025

tariffs and global GDP {gross
domestic product),combined
with increased supply of 1.2
million barrels per day, resulted
in Brent diving to below
560/bbl for a while and then
picking up subsequently to
average $68/bbl during the
quarter, a dedine from

https://epaper.financialexpress.com/c/777086584

BRIGHT OUTLOOK

Consolidated profit after tax (Z crore)

M For city gas
distribution
companies,
analysts expect
improvement in
margins due to
lower gas costs
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Source! Emkay Glebal Financial Services
$75.7/bblin Q4FY25 Analysts  ¥10.4 perlitreand ¥6.4/litreto Q1FY26 against ¥12,100 in
at Prabhudas Liladherbelieve  ¥12/litreand ¥10/litre,respec-  Q4FY25,"PL Capitalsaid. How-
thata declineinoil priceswould  tively,for OMCs. ever,decline inoil prices would
result in falling realisations of “Decline inbenchmarkLPG  resultininventory lossof 52-

around 8% g-o-g for oil pro-
ducers such as ONGC and 0il
India while it would aid gross
marketing margins on petrol
and diesel sequentially from

prices would also reduce LPG
under-recoveries for the
OMCs. We estimate that LPG
under-recovery for the OMCs
wouldstandat 24,500 crore in

3/bblinthe refining compa-
nies during the quarter.
Emkay Global estimates
ONGC's total crude output to
decline0.7%year-on-year(y-o-

H Concerns over trade tariffs and global
GDP, combined with increased supply of
1.2 million barrels per day, resulted in
Brent diving to below $60/bbl for a while

M Analysts at Prabhudas Liladher believe

that a decline in oil prices would result in
falling realisations of around &% g-o-q for
oil producers such as ONGC and Oil India

B Mahanagar Gas'
double-digit run
rateis expected to
sustain, with 11%
y-0-y volume
growth in Q1FY 26,
Emkay Global says

y)and that of gas to fall by 1%.
0il India's crude output is
expected to grow 1% year-on-
year while gas production is
expected to register a 2%
growth."The scrapping of wind-
fall levy implies market-linked
oil realisations for Q1FY26.
Despite lower output, we esti-

mate Ebitdawill increase 17%
g-o-q for ONGC on lower
expenditure profile.OILislikely
toseean 8% uptick due to lower
opex and statutory levies. We
estimate ONGC/OIL's RPAT
(reported profit after tax) at
8,060 crore and T1,230 crore
during Q1FY2 6, respectively,”
Emkay Global said.

For city gas distribution
companies, analysts expect
improvement in margins due
to lower gas costs.“Mahanagar
Gas Ltd’s double-digit run rate
is expected to sustain, with
11% y-o-yvolume growth in
QIFY26, while unit Ebitda
should recover to ¥9.8/scm
from ¥8.3/scmg-o-g,driven by
better realisations and lower
gas costs” Emkay Global said.

The firm expects
Indraprastha Gas Ebitda to
grow by 43% q-0-q to T550
crore,asunit Ebitda isexpected
to be up 40% at ¥6.5/scm
(standard cubic metre), while
volumes are likely to grow by
7% y-o-yand 1% g-o0-q.
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OPEC+ set to allow another
big output boost for Sept

Group, which pumps about half of world’s oil, has been
curtailing output for several years to support market

LONDON: OPEC+ oil produc-
ers are set to approve another
big output boost for Septem-
ber as they complete both the
unwinding of voluntary pro-
duction cuts by eight members
and the United Arab Emirates’
move to a larger quota, five
sources said.

The group, which pumps
about half of the world’s oil,
has been curtailing produc-
tion for several years to support
the market. But it has reversed
course this year to regain mar-
ket share and as US President
Donald Trump demanded the
group pump more to help keep
gasoline prices lower.

OPEC+ began to unwind
cuts of 2.17 million barrels per
day (bpd) in April with a boost
of 138,000 bpd. Hikes of 411,000
bpd followed in May, June and
July, despite falling oil prices,
Reuters reported.

On Saturday, the group
approved a 548,000 bpd jump
for August. Five sources famil-
iar with the discussions said on
Monday the group is likely to
approve an increase of around
550,000 bpd for September
when it meets on August 3.

That will complete the
return to the market of 2.17
million bpd from the eight
members: Saudi Arabia, Rus-
sia, the UAE, Kuwait, Oman,

But it has reversed course this year to
regain market share and as US President
Donald Trump demanded the group pump
more to help keep gasoline prices lower

» OPEC+ began to
unwind cuts in April with
a boost of 138,000
bpd. Hikes of 411,000
bpd followed in May,
June and July, despite
falling oil prices

» On Saturday, OPEC+
approved a 548,000
bpd jump for August

» ‘The group is likely
to approve a hike of
around 550,000 bpd
for September when it
meets on August 3'

Iraq, Kazakhstan and Algeria.

It will also complete an addi-
tional 300,000 bpd output jump
from the UAE as the country
moves to a larger production
quota, the sources said.

OPEC and the UAE did not
respond to requests for com-
ment. The September boost if
realised would bring total pro-
duction increases since April to
2.47 million bpd or just under
2.5% of global demand.

The rise would see OPEC+
leader Saudi Arabia pumping
close to 10 million bpd and UAE
some 3.375 million bpd.

The UAE has long com-

plained about its low produc-
tion quota of around 3 million
bpd, arguing it has invested
heavily to be able to produce
over 4 million bpd.

OPEC+ agreed to boost the
UAE's quota by 300,000 bpd in
June 2024, telling the country
to raise production gradually
so as to complete the increase
by September 2025.

OPEC+ then repeatedly
postponed its own production
increases and pushed back the
UAE's higher quota to Septem-
ber 2026.

However, it has spurred
bigger production increases

since May, bringing forward
the return of its own barrels to
the market and effectively allow-
ing the UAE to boost output
quicker, returning to the origi-
nal schedule of September 2025.

“As the group has decided to
accelerate the unwinding pro-
cess, the UAE is benefiting from
this speeding up of the quota
increases,” said Richard Bronze
from Energy Aspects. OPEC+
still has separate cuts of 3.66
million bpd in place consist-
ing of 1.66 million bpd in vol-
untary cutsand some 2 million
bpd across all members, which
expire at the end of 2026. AGENCIES
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Opec’s
scramble

War clouds over Iran have
cleared, even though US Presi-
dent Donald Trump's tariff pol-
icy hasimpacted global demand
conditions. Asit happens, both
these factors favour crude oil
consumers. On Monday, Brent
crude oil prices fell to $67.83
per barrel after the Organiza-
tion of the Petroleum Exporting
Countries (Opec) and its allies
raised their production target
by 548,000 barrels per day for
August. While Brent later
rebounded, this extra supply
would exceed the cartel’s last
increase of 411,000 barrels per
day for the preceding three
months (a majorramp-up). The
cartel cited tight supply and
healthy demand, although the
global market’sstory isquite the
opposite. Abundant supply
amid weak consumption in a
tariff-rattled world economy
has spelta glut. This suggests we
can expect prices to stay range-
bound in a comfort zone, even
as Opec scrambles for market
sharenow thatit’s clear it can’t
count on hardening prices to
meet the revenue aspirations of
its member countries. For
importers such as India, this
sounds just fine. With global
trade patterns undergoing an
upheaval, it’s best if India’s oil
dependence doesn’t complicate
its balance of payments.
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‘Plan to skirt Strait of Hormuz wi
be template for future oil crises’

Rituraj Baruah & Utpal Bhaska

NEW DELHI

ndia’s new playbook of having its
West Asian oil supplierson board
during the Israel-Iran conflict to
bypass the Straitof Hormuz block-
ade will come into play during
future emergencies, said Arvinder
Singh Sahney, chairman, Indian Oil
Corp. Ltd (IOCL), in an interview.

Duringthe June conflict-led uncer-
tainty in the global oil market, the
national oil companies of Saudi Arabi
and the UAE assured Indian state-run
oil companies of uninterrupted sup-
plies through all possible options, he
added.

On 25 June, Mintreported the Cen-
trewasactivating anemergencystrat-
egy to ensure uninterrupted oil sup-
plies. This included a plan to bypass
thecritical StraitofHormuz inIranian
waters through two pipelines—Abu
Dhabi National Oil Co. (Adnoc)-oper-
ated Habshan-Fujairah strategic oil
pipeline and Saudi Arabian Oil Co.
(Saudi Aramco)-operated East-West
crude oil pipeline—and tap into the
global reserves and portfolios of
Adnoc and Saudi Aramco.

India also explored options to
increase supplies from othercountries
and regions, including Russia, Brazil,
Latin America, Canada, and the US.

The new manual is significant to
India, given that West Asian supplies
comprisenearly40% of itsoil imports.

Sahney said during the 10-day Isra-
el-Iran conflict, not asingle cargo was
delayed, deferred or cancelled. And,
the way India and the oil marketing
companies (OMCs) navigated the con-
flict, the [OCL was now confident of
navigating any exigency to meet
India's growing energy demand.

On shrinking discounts on Russian
oil, hesaid it comesamid the declinein
international oil prices.

Edited excerpts:

Given the recent conflict in
West Asia, how well prepared is
India and also Indian Oil?

Whatever happenedreaffirmed our

beliefinourselvesas IOCLand Indiaas
awhole that we canmanage the situa-
tion. Ifthis had resulted in blockages
on the strait, it could have had some
impact, but atthe same time, Iwill say
that we were fully prepared for it.

Today, approximately 40% of
India's crude needsare being met from
the Middle East (West Asia), which
could have been impacted toa certain
extent. At the same time, I can confi-
dently say that we haveavery diversi-
fied crude basket
today. 6

We have another
20-25 countries, which
are supplying to us. Russia is there,
West African countries are there,
Latin American countries are there,
Mexicoisthere, Brazil is there, The US
itselfis there, and then Canada isthere.
So, there are so many other sources,
and we had alerted, or we had started
talkingto... They were ready tosupply
crude tousatavery short notice, ifat
all, the situation arose.

But we werevery comfortable, and
it gave a lot of confidence to us also...
and I should mention the leadership of
ourministry of petroleumand natural

gas, especially the special mention
goestothecabinet minister, Hardeep
Singh Puri. Under hisleadership, the
whole OMC group, the whole oil and
gas sector, was fully geared up, keep-
ingavery close watch enthe situation.
The strategy involved the
Aramco-led pipeline and the
Adnoc-led pipeline, giving you
access tothe Gulfolf Omanand the
Red Sea. It also involved global
reserves, be it in South Korea or
Japan, of Adnocand

w Aramco. These are

strategic pipelines,

and the respective
governments need to allow the
crude to pass to a specific cus-
tomer. How were you able to do
this?

I must say you are extraordinarily
informed about these thingsbecause
we have not discussed these things in
public as of now. [ am not saying you
aresaying, but mostofit makessense.
But, Ishould say we have a company-
to-company relationship, and those
have come good, and we have gained
confidence.

We got promises from these com-

panies that they will do whatever is
required to bedone. Iwill not mention
inthose many words that you aresay-
ing that from here, or from there, or
those things, but they gave us confi-
dencethat they willalsobe pitching in,
and we had another plan also for
increasing the inputs from othersour-
ces, otherthan the Middle East. Most
ofit wascompany-to-company.

Prime Minister Narendra Modi
is in Brazil as part of his five-na-
tion tour. How important is Brazil
to our strategy?

Brazilisa brotherly country, I'will
say. It's very close to us economically
andin the process of growth. Theyare
also part of Brics ( comprising 10
countries: Brazil, Russia, India,
China, South Africa, Egypt, Ethiopia,
Indonesia, Iran, and the UAE),
And there, we have a
very close relationship

source most ofourenergy from West
Asia. That continues to be the tem-
plate, and at the same time, we have
already diversified our sources, so that
will continue.

Our supply from Russia has
goneup from lessthan 2% to 37%,
and it keeps on fluctuating
dependingondiscounts theygive
us. There are two parts to this
question. One part is obviously
that during a crisis lilie this, sup-
plies get taken care of. Then
comesthe question of pricing. The
discountsthat the Russians were
giving us have come down. Also,
why are we not getting any long-
term supplies from Russia?

Earlier, we had a long-term deal
with them. Now, some of other Indian
refiners have those long-term
deals with them, So
there'salimited amount

withthem,andwehave  |CANcCONfidently  sporudeforwhich they
alotofthingstolearn  say tomyselfand  have done along-term
li‘o;[n t[’nra’lzill. — to customers that (Iicﬂl ;’:?th sngbgdy
otonly in fossil fuel, else. Then, it is obvi-
considering it is one of we h?\’e avery ously not possible...
the4Ocountriesthatwill ~ diversified crude Have talks with
be giving us an alterna- basket tod ay Russia's oil &gas firm
ive source o sneftr >
n.\ e source f)fleL!. ]_3ul Arvinder Singh Sahney Rosne fll esumed? )
what we are learning ; : i In this crude busi-
3 ; Chairman, Indian Qil :
from them is the strides Corp. Ltd ness, there is no stop-

they have made in bio-

fuel, how they have con-

verted theirstrengthinagriculture into
replacing it with their dependence on
imported oil. That is what we are fol-
lowing. I should not be shy about saying
that we are following their pathway.
The 20% ethanol blending in MS
(motor spirit or petrol). They are
alreadyat 27%,and now they havegiven
a mandate to go up to 34%. We are
learning from their institutions.

Just to take you back to West
Asia, will this plan B be the tem-
plate to be followed in the case of
anysuch future exigency?

Moreorless, yes, because in normal
conditions, we are very close to our
West Asian friends. We are not going
to en masse change something. Ina
normal condition, wewill continue to

page or starting of dia-
logue because we are
constantly in touch with all of them.
Weare in touch withall of them, and
theyare intouch withusbecauseitisa
constantly evolving business, Where
else will you sell, and where else will
we source from? Itisa good relation-
ship between suppliers and buyers,
and it continues,
Foran extendedversion of the story,
visitlivemint.com
rituraj.barvah@livemint.com
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PNGRB Plans Petro Products Exchange

Aims to promote fair and transparent pricing in domestic market; would not cover petrol, diesel or LPG

Sanjeev Choudhary

New Delhi: The Petroleum and
Natural Gas Regulatory Board
(PNGRB) is planning to facilitate
the creation of an exchangefortra-
ding petroleum products such as
aviation turbine fuel (ATF), naph-
tha,fuel oiland bitumen, ina bid to
promote fair and transparent pri-
cing inthe domestic market.

“The concept is being designed
to provide a transparent, effici-
ent, and regulated environment
for the trading of petroleum pro-
ducts, facilitating fair and trans-
parent pricing, supply-demand
balance, and market competitive-
ness,” the downstream regulator
said in its action plan for the cur-
rentfiscal year.

PNGRB aims to put in place an
enabling regulatory framework
for the exchange, as is there for
natural gas.

To begin with, Indian Gas Ex-
change—the sole physical delive-
ry-based natural gas exchange in
the country—may be permittedto

Smooth Flow

The trades to be allowed include
ATF, bitumen, naphta and fuel oil

Petral, diesel, LPG will be prohibited

DI @ Regulated
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@/- balance

© Market
launch trading of petroleum pro-
ducts, a PNGRB official said, ad-
ding that the aim is to help disco-
ver prices that reflect the domes-
tic demand-supply situation in
the most optimal way.

The proposed exchange is expec-
ted to cover a wide range of petro-
leum products such as ATF, naph-
tha, lubes, fuel oil, bitumen and
petcoke, for which refiners cur-
rently either set periodic prices
or sell through tenders.

The exchange, however, would

competitiveness R

PNGRB also has a national
distribution logistics plan
for this year

not cover petrol,
die- sel or liquefied petroleum
gas (LPG)—the most widely used
refined products in the country-
—as their prices are determined
by a government-defined mecha-
nism. In future, however, if the
pricing mechanism changes,
even diesel and petrol can be sold
ontheexchange, the official said.

The regulator has also been pus-
hing for turning state oil compani-
es’ petroleum product pipelines in-
to common carriers, which would

help the private sector move their
products across the country.

In its action plan for this vear,
PNGRB has also set a target to de-
velop “a comprehensive national
distribution logistics plan” for
petroleum products to “ensure ef-
ficient, reliable, and cost-effecti-
ve distribution across the count-
ry with optimal utilisation of in-
frastructure”.

With decades of investment, sta-
te oil marketing companies such
as Indian Oil, Bharat Petroleum
and Hindustan Petroleum have
built a massive distribution net-
work across the country, backed
by deep logistics infrastructure.
The private sector, however, lacks
thatscale.

The regulator also wants to
enable “co-retailing” of petrol
and diesel at compressed natural
gas (CNG) stations to “optimise
the use of space and enhance the
commercial viability of existing
CNG stations”. Most oil marke-
ting companies already have at le-
ast some of their pumps dispen-
sing CNG.
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Storm over CAFE

Car fuel efficiency norms should
not chase illusory uniformity

DEEP DIVIDE has emerged within the auto industry over the
proposed Corporate Average Fuel Efficiency (CAFE) Il norms,
scheduledtotake effect in April 2027 At the centre of the con-
troversy is Maruti Suzuki’s appeal for relaxed emission stan-
dards forsmall cars,which has drawnopposition fromrival manufactur-
ers who want the government to stick to a uniform CO? target of 91.7
gfkm across all passenger vehicles. While a single emission benchmark
may appear equitable on paper, the shifting auto landscape, from small
hatchbacksto heavier sport utilityvehicles(SUVs) and compact SUVs,and
even electric vehicles, suggests that a one-size-fits-all approach may not
be viable in practice. CAFE norms are essentially emission report cards
that ratea carmaker’s entire fleet, not individual models. Smaller, lighter
cars like the Maruti Alto naturally emit less CO? and have historically
helpedbalance out emissions from larger, bulkier ve hicles. However, CAFE
Il calculates targetsbased onvehicle weight. This weight-based approach
allows high-emission, heavy vehicles morerelaxed CO? thresholds while
penalising lighter cars by subjecting them to disproportionately stricter
standards. This threatens the viability of small,affordable cars.

Maruti Suzuki,which holds nearly40.9% market share, hasargued that
this system disadvantages fuel-efficient, low-emission small cars.Chainman
RC Bhargava has voiced concern over the affordability crisisin the small car
segment, pointing out that sales have declined 35%between FY17 and FY25,
while regulatory mandates have inflated prices. With only 129 of house-
holds earning above ¥12 lakh annually,rising costs riskpushingeven entry-
levelvehicles out of reach. From Maruti's perspective, the issue isn't about
sideste pping environmental obligations;it's about ensuring that regulatory
frameworks do not choke access to mobility for the average household.

Tata Motors, Mahindra & Mahindra,and Toyota are opposed to differ-
entiated standards, maintaining that anyrelaxation undermines collective
effortstoloweremissions. Yet this disagreement shows deeperself-interest.
While these companies are against concessions for small cars, some are
simultaneously urging forleniency in categories like light commercialvehi-
cles, citing affordability for small enterprises. Thus, each manufacturer is
effectively protecting its market stronghold underthe guise of fairness or
sustainability. Moreover, the argument for strict uniformityappearsincon-
sistentwhenseeninlight of existing tax structures. The goodsandservices
taxsystemalreadyapplies differentiated ratesdepending onavehicle’s size,
fuel type,and features. A similar tiered logic could sensibly be extended to
emissionstandardsaswell. Thiswouldbe in line with global practices.Major
auto markets like the US, China, Japan, Korea, and Europe offer regulatory
protection forsmall, lightweight carsundertheir CAFE frameworks, recog-
nising their environmental and socio-economicbenefits.

Past compliancerecordsadd further nuance. While CAFE1(2017-2022)
was easily met due to the then dominant presence of small cars and rela-
tively relaxed targets, CAFE I1(2022-2027) has proven more challenging,
especially as SUVs gained ground. Reports indicate thatat least eight man-
ufacturers exceeded the 113 gfkm limit in FY23.CAFE [I's stricter bench-
marlks thus comeatatime when industrydynamicsareincreasingly skewed
toward heavier vehicles. A rigid application of standards across segments
risks making car ownership a luxury. The government must, therefore, act
asa mediator and design a flexible framework that should include differ-
entiated targets, segment-wise adjustments, or weighted credit systems.
The path forward must balance environmental responsibility with equi-
table access to mobility, ensuring that regulation serves progress, rather
than some illusory uniformity.

FINANCIAL EXPRESS Tue 08 July 2025
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