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Gail buys Oman cargo of
liquefied natural gas

BLOOMBERG
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ew Delhi: Gail has bought an Omani liquelied natural gas
(LNG) cargo as India tries to meet its natural gas demand,
three traders said. Gail has bought the prompt cargo for
delivery next week from a European trader through negoti-
ations at a fixed price of $17-20 per million British thermal
units, two of the three personssaid. The cargo loaded on the
vessel Orion Hugo, chartered by Shell, isscheduled toarrive
in India around 15 March, Kpler data shows. REUTERS
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IGL advises C&I sector
customers to draw gas
within 80% usage limit

SUDHEER PAL SINGH
Newv Delhi, 11 March

Following up on the govern-
ment’s directive to regulate
gas supply to priority areas in
light of the West Asia crisis,
Indraprastha Gas Ltd (IGL),
the country’s largest city gas
distributor, on Wednesday
advised its commercial and
industrial (C&I) customets to
draw gas within the pre-
scribed limit.

Issuing an advisory, the
company said that as per
information received from
upstream  supplier GAIL,
supplies to all C&I customers
are being restricted to 80 per
cent of their average consump-
tion for the past six months,
effectivefrom 6 amonMarchii1.

It added that the advisory
aligns with the government’s
gazette notification of March 9,
and that customers are
requested to make  Dbest
endeavourstomaintaindrawal
within 80 per cent.

With the ongping conflict in
West Asia disrupting liquefied
natural gas (LNG) shipments
through the Strait of Hormuz,
and key suppliers announcing
the force majeure clause, the
governmentinvoked the Essen-
tial Commodities Act, 1955 on
March 9 to divert natural gas to

the economy’s priority sectors.

The Natural Gas (Supply
Regulation) Order, 2026 stated
that supply to four sectors will
receive priority allocation,
maintained at 100 per cent of
their average gas consumption
over the past six months. The
first priority includes domestic
piped natural gas (PNG), com-
pressed natural gas (CNG) for
transport, liquefied petroleum
gas(LPG) production, including
LPG shrinkage requirements,
and pipeline compressor
fueland otheressential
pipeline operational
requirements.

The second pri-
ority was supply-
ing natural gas to |
fertiliser  plants,
ensuring they receive
70 per cent of their aver-
age gas consuimption over the
past six months. The third pri-
ority sectorincludesteaindus-
tries, manufacturing, and
other industrial consumers
supplied through the national
gas grid who will be main-
tained at 80 per cent of their
past six-month average gas
consumption.

Under the “Priority Sector
IV" subhead, the order stated:
“All City Gas Distribution
entities shall ensure that
industrial and commercial

consumers supplied through
their networks receive 80 per
cent of their past six month
average gas consumption sub-
ject tooperationalavailability.”

It added that for the pur-
pose of gas allocation to this
sector, the principles shall be
evolved by Petroleum Plan-
ning & Analysis Cell (PPAC) in
coordination with the indus-
try committee.

IGL is a joint venture
between GAIL and Bharat
Petroleum Corporation

Ltd (BPCL), with the
Delhi government
- holding 5 per cent
. equity. The com-
. panyoperated 954

~ CNG stations, 31
- lakhdomestic PNG
connections, and
over12,000 C&Iconnec-

tions at the end of April 2025.

C&I consumers accounted
for 13 per cent of IGL's sales
volume of 8.9 million standard
cubic meters per day (mscimd)
in 2024-25 (FY25). Regasified
LNG accounts for around a half
of the company's annual gas
purchase. The West Asia crisis
has severely disrupted India's
LNG supply due to blocked
shipping routes in the Strait of
Hormuz, causing temporary
suspension of cargoes from key
supplier Qatar.

.
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Oil marketing companies, GAIL
facing cashflow pressure: Fitch

Indian oil marketing companies
(OMCs) and gas utility GAIL (India)
Ltd are facing cashflow pressure
from prolonged oil and gas supply
disruption tied to the Iran conflict,
Fitch Ratings said on Wednesday.
“An extended closure of the Strait
of Hormuz or sustained high oil
prices beyond a few quarters could
pressure issuers’ near-term credit
metrics and Standalone Credit Pro-
files although ratings will remain

supported by strong government
linkages and state support,” the rat-
ings agency said in a note.

Among the OMCs, Bharat Petro-
leum Corporation (BPCL) currently
has the most balance-sheet buffers
to absorb a prolonged supply dis-
ruption and feedstock price
increase, while Indian Oil (I0C) and
Hindustan Petroleum Corporation
(HPCL) also have adequate.

SUDHEER PAL SINGH
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THE COMPASS

DEVANGSHU DATTA

The Ministry of Petroleum and Natural Gas
this week issued a notification addressing
gasallocation, given likely shortages due to
the closure of the Strait of Hormuz amid
the ongoing conflict in West Asia, The
ordercommits 100 per cent allocation of
average gasconsumption over the past six
manths for Priority Sector Twhich includes
domestic piped natunal gas (PNG), com-
pressed natural gas (CNG} for transport,
liquefied petroleum gas(LPG) production
and pipeline operations.

Fertiliser plants will veceive 70 per cent
of the past six months’ average. Supply to
tea industries, manufacturing and other
industrial consumers supplied through
the national grid will be at 80 percent.
Supply to industrial and commercial con-
sumersthrough city gas distributors
{CGDs) will be at 80 percent. The ration-

ingcould lead to recduced supply (or full
curtailment) to petrochemical facilities,
power plants and refineries (which may
receive 65 per cent allocation). Nodiver-
sion or reselling will be allowed. Overall
CGDeonsumption, including for indus-
trial and commercial sectors in the third
quarter of 2025-26 (Q3FY26) was 45 million
metric standard cubic metres per day
(mmsemc). Of this, households and CNG
consumptionwould be around 35
mmscmd, which is currently unaffected.
Fertilisers consumed 57 mmscmd on aver-
ageover Q2and Q3, and 17 mmsemd could
be reduced. Other inclustrial sector con-
sumption over Q2 and Q3was43mmscmd
and 8.6 mmscmd of this could be reduced.
Refineties consumed 15,5 mmscimd in the
past few quarters and 5.5 mmscimd could
becuntailed.

These calculations are ballpark in the
absence of more details. But the rough

estimates imply thisorder isbraced forup
1030-35 per cent cutback in supply
(around 55 60 mmscmd). Petrochemicals
(petchem) and power plants will be taking
the biggest hits. CGD players will cut back
20 per cent supply toindustrial and com-
mercial consumers which consume
roughly athird of CGD. The reallocation
ofhigh pressure, high temperature
(HPHT) gas may also occur.

The calendar year 2025 (CY25) data
indicated up to 70 per cent of India's LNG
imports (63 mmscind) came through the
Strait of Hormuz from Qatar, the United
Arab Emiratesand Oman. GAIL has done
a1.74 million-tonne US LNG voluime swap
for West Asia whichimpliesthat its trans-
mission segment’s dependency on
Hormuz is around 30 per cent,

This order allows for the contingency
that the Hormuz supply will be unavail-
able indefinitely. The force majeure clo-

Petchem, power plants to face brunt of gas allocation
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sure of Qatar’s LNG supply hastaken 20
per cent of global LNG and around 50 per
cent of Indian LNG imports off the table,
and that amounts to about 45-50
mimsemd out of total consumption of 195
munscmd. In practice, rising prices may

curtail demand to some extent also.

The gazette notification deals with allo-
ecationofdomestic and new well gasand
the pricing and availability of imported
LNG may be a major concern. The fertiliser
industry may be hard-hit and also petchem
which affects ONGC, GAIL Pata {petchem
Tacility), Reliance 02C among others. Gas-
fuelled power plants are already operating
atvery low capacity. Refineries may have to
curtail production ifthey get only 65 per
centofnormal consumption. Among CGD
players, Gujarat Gas which seesaround 50
percent of volumes offtake from industrial
and commercial players will be more
affected than Mahanagar Gas and Indra-
prastha Gaswhich only have mid-teens
exposure to industry and commercial. But
all three CGD players would suffersome
impact. Refiners may seek toswitch to
alternates like fuel oil which usually trends
cheaper than gas soearings impact may
be relatively low. However, all fossil fuels
are witnessing price spikes. There may also
be environmental concerns and associated
costs sitice fuel ol is much “dirtier” than

gas. Petchem has been aloss-making seg-
ment forawhiledue to poorspreadsand
supply curtailment may just make a bad
situation worse. Gail's Pata plant (unlisted
subsidiary) reliescompletely on Qatarand
thiscould lead to ashutdown,

Rising costs and rupee depreciation
will lead to margin compression for all
players and lower volumes would hurt
Gail and Petronet especially, Petronet’s
Dahej terminal has over 75 per cent expo-
sure to Hormuz. Kochi and Chhara ter-
minalsare also 100 per cent dependent on
the gas from West Asia. Mundra (88 per
cent), Dhamta (65 per cent ) and Ennore
(62 per cent ) terminals also have high
expostres while Hazira (25 percent jand
Dabhol (zero exposure) source more from
TS, Russia and Australia. Petronet has
issued force majeure notices to GAIL,
Indian Oil Corporation and BPCL. Gujarat
Gas has also issued force majeure notices
toindustrial customers.

Maore clarity is dependent on the dur-
ation of the Iran war, the Strait’s reopening
and resumption of Qatar’s LNG exports.
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Indian fuel retailers face margin pressure amid rising energy prices: Rating agencies

In separate assessments, SEP Global Ratings, Moody’s Investors Service, and Fitch Ratings highlighted the risks from widening West Asia conflict

NEW DELHI: India’s state-
owned oil marketing compa-
nies (OMCs) — Indian Oil
Corporation (IO(C), Bharat
Petroleum Corporation Lim-
ited (BPCL), and Hindustan
Petroleum Corporation Lim-
ited (HPCL) — are facing
mounting pressure from ris-
ing global crude and gas prices,
limited domestic price pass-
through, and heavy depen-
dence on imported energy,
according to global rating
agencies.

India imports nearly 88 per
cent of its crude oil and about
half of its natural gas require-
ments, with roughly 30-55

per cent of supplies transiting
through the Strait of Hormuz.
Strategic petroleum reserves in
the country cover about 10 days
of consumption, while com-
mercial inventories account for
roughly 65 days, leaving the
fuel retailers vulnerable to sup-
ply disruptions.

In separate assessments,
S&P Global Ratings, Moody’s
Investors Service, and Fitch
Ratings highlighted the risks
from the widening West Asia
conflict triggered by military
action by the United States and
Israel against Iran, followed by
Tehran’s retaliation.

Fiwch said a prolonged dis-

ruption to Iranian oil or LNG
supplies could weigh on the
near-term credit metrics of
Indian oil firms, although
strong government backing
provides a buffer.

Domestic  retail  fuel
prices have remained largely
unchanged since April 2022,
reflecting government influ-
ence over pricing and the
companies’ dominant share of
nearty 90 per cent of fuel outlets
in the country.

Moody’s said limited
adjustments in retail prices
shift the burden of rising input
costs onto OMCs, compressing
marketing margins and weak-

CLOSER LOOK

# Fitch said a prolonged Iran-releated oil or LING supply
shock could pressure near-term credit metrics, although
government backing provides strong support

» Previous price spikes, such as these following the Russia-
Ukraine conflict, resulted in temporary losses for OMCs,
though some were later offset when crude prices eased

ening cash flows during peri-
ods of sustained high energy
prices.

Previous price spikes, such
as those following the Russia-
Ukraine conflict, resulted in
temporary losses for OMCs,
though some were later offset

when crude prices eased.
Amid supply disruptions
in West Asia, the government
has asked refiners to maximise
production of LPG and raised
domestic LPG prices by Rs
60 per 14.2 kg cylinder. Rat-
ing agencies noted that losses

from selling LPG below market
prices may be offset through
government subsidies. A Rs
30,000 crore compensation
package for fiscal 2024-25 is
currently being disbursed in
monthly instalments.

Standalone refiners such
as Reliance Industries could
see mixed effects from higher
crude prices. While inventory
gains may offer short-term
benefits, prolonged supﬂ}r
constraints could foree refin-
ery run cuts.

According to 5&P, India
will continue to rely heavily
on maritime routes for crude
imports, though diversification

remains possible. The coun-
try has historically sourced
oil from regions outside Asia,
including Russia and South
America.

Imports from Russia cur-
rently stand at about 1.1 million
barrels per day, while purchases
from Venezuela resumed last
maonth at around 142,000 bpd.

Rating agencies said gov-
ernment directives and rising
input costs could squeeze mar-
gins if petrol and diesel prices
remain unchanged to contain
inflation.

Authorities may respond
with measures such as budget-
ary support or excise duty cuts

— as seen during the Russia-
Ukraine crisis — though the
likelihood of such interven-
tions remains uncertain.

Fitch also noted that OMCs
and GAIL (India) Limited
could face cash flow pressure
if oil and gas supply disrup-
tions persist.

Among the major retailers,
Bharat Petroleum Corpora-
tion Limited currently has the
strongest balance-sheet buffers
to absorb prolonged shocks,
while Indian 0il Corporation
Limited and Hindustan Petro-
leum Corporation Limited also
retain adequate financial head-
room. AGENCIES
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Tanker with Saudi crude
oil reaches Mumbai port

Zia Hag and Yogesh Naik

letters@hindustantimes.com

NEW DELHI/MUMBAI: A Libe-
rian flagged tanker hauling
Saudi Arabian crude, captained
by an Indian, cleared the Strait
of Hormuz two days ago and
has berthed at the port of Mum-
bai, becoming the first India-
destined vessel to safely transit
the waterway. where maritime
traffic has all but halted since
the US and [srael attacked Iran.

The Liberia-flagged Shenlong
Suezmax loaded crude from the
Saudi port Ras Tanura on
March 1 and embarked two days
later. Its last signaled location
was inside the sirait on March
8, according to maritime data
firms Liyod's List Intelligence
and TankerTrackers.

Iran has struck merchant
ships and threatened not to let
oil transit the water channel,
other than those headed to
China. effectively making one of
the world’s most vital trade
routes impassable. Nearly a fifth
of the world's crude passes the
straic.

The Mumbai-headed vessel
then went "dark”, suggesting it
had mrned off its ransponders
and AIS, or automatic identifi-
cation system, to avoid detec-

tion as it navigated the perilous
stretch before re-appearing on
tracking databases on March 9,
a person familiar with the mat-
ter said.

It reached the Mumbai port
at 1 pm on Wednesday and was
berthed at 6.06 pm port officials
said.

“The ship Shenlong is carry-
ing 1,35,335 metric tonnes of
crude of oil. She is berthed at
Jawahar Dveep and has started
discharging the crude cargo,”
Praveen Singh, deputy conser-
vator of Mumbai Port Authority
(MbFA) said. The crude will go
to refineries in Mahul, in east-
ern Mumbai.

The shipping ministry did not
immediately respond to a
request for details of the mnker,
which is owned by Shenlong
Shipping Ltd and managed by
the Athens-based Dynacom
Tanker Management Ltd.

“There are 29 Indian, Paki-
stani and Filipino crew on
board, while the ship's captain
is Sukshant Singh Sandhuw. The
ship will take nearly 36 hours to
discharge the cargo.” said Jiten-
dra Jadhav who works for
Atantic Global Shipping, which
is handling Shenlong in Mum-
bai.

The tanker’s safe passage is

likely to ease some of the
mounting concerns in Asia's
third-largest economy over
energy shortages, as over halfof
India’s crude and gas supplies
pass through the strait.

However, 28 Indian-flagged
vessels are sidll in or near the
waterway since the war broke
out, according to India's direct-
orate general of shipping.

As many as eight Indian-
flagged ships that were east of
in the Strait of Hormuz when
the war broke out have moved
to safer seas. According to the
situation report released by the
director general of shipping,
over the last few days, seven of
these vessels — Desh Mahima,
Desh Abhiman, Swarna Kamal,
Vishwva Prerna, Jag Viraat, Jag
Lokesh and LNGC Aseem -—
have made their way to the Ara-
bian Sea. Another vessel, the
Jag Lakshya has proceeded for
Angola.

Many vessels have opted to
deactivate AIS transponders or
assume Chinese identity amid
widespread spoofing and signal
jamming to move out of the
Strait of Hormuz unharmed.
“There is no official restriction
from the government's side for
Indian-flagged vessels on sailing
from the strait. However, they

GAIL buys Omani
LNG cargo

Reuters
letters@hindustantimes.com

NEW DELHI: Indian gas
firm GAIL has bought an
Omani liguefied natural
gas cargo as the country
attempis to meet its nam-
ral gas demand, three
trade officials said.

GAIL has bought the
prompt cargo for delivery
next week from a Euro-
pean trader through
negotiations at a fived
price of $17-$20 per mil-
lion British thermal units,
two of the three officials
said. The cargo loaded on
the vessel Orion Hugo,
chartered by Shell, is
scheduled to arrive in
India around March 15,
Kpler data shows.

No immediate
response was available
from GAIL.

are required to assess threats
and have appropriate situa-
tional awareness if they decide
to set sail,” an official said, sepa-
rately.
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Why the ECA has been invoked for LPG supply

The war in Middle East has disrupted gas supplies. The government move is expected to ensure cooking gas for households

bl.explainer

Ramasamy Jayaprakash

he Union government invoked
I the Essential Commadities Act
(ECA), 1955, to deal with supply
disruption of natural gas due to the war
in West Asia. The government has
invoked its emergency powers
enshrined under the Act to secure
cooking gas to crores of households.

What is the Essential Commodities
Act? When is it invoked and how
does it help?

The Essential Commodities Act (ECA)
of 1955 grants the Union government
the power to “regulate or prohibit the
production, supply, distribution, trade,
and commeree of commodities” that are
declared as ‘essential' under the Act.
This includes commodities such as food,
fertilizers, drugs, and petroleum
products. It can be modified by the
Centre to add items to the list if need
arises.

Itis typically invoked during crisis to
prevent hoarding, black marketing, price
gouging and artificial shortages. With
the EGA, the government can dictate
production, storage, priority allocation
and distribution, and fix price caps. The
Act serves as a tool for the government
to ensure that ordinarv citizens are not
cut off from basic necessities in times of
crisis.

COOKING GAS. Securing supply s

Why did the government invoke
ECA to secure LPG supplies?

India imports more than 60 per cent of
its total LPG requirements, with almost
90 per cent of these imports coming
from the Persian Gulf through the Strait
of Hormuz. The ongoing US-Isracl-Iran
war has effectively halted vessel
movements through this critical
maritime chokepoint.

With only 25-30 days of LPG
inventory available domestically, there is
a threat of acute shortage of LPG
cylinders in India. As there islittle
clarity on when this war willend, the
government has invoked the ECA to
help consumers deal with the crisis.

What are the orders given by the
government to secure LPG
supplies?

The orders from the Ministry of
Petroleum and Natural Gas under the

ECAand the new Natural Gas (Supply
Regulation) Order, 2026 gives the
following directives:
® Al public and private refineries
must divert propane, butane and
other €3/C4 streams exclusively for
LPG production.
® The entire additional LPG must be
supplied only to the three
public-sector oil marketing
companies — IndianOil, BPCL and
HPCL— for sale to domestic
(household) consumers.
® Nadiversion for making
petrochemicals allowed.
® A 25-dayinter-booking period has
been introduced for domestic
consumers ordering cylinder refills
to prevent hoarding.

What is the impact of the war in
India? What is the shortfall likely
to he?
With the choking at the Strait of
Hormug, India has been forced to scout
for spot cargoes from distant sources
such as the US, Norway and Algeria
which might add to the cost. While there
is no official announcements on the
scale of potential shortfall, there are
reports of commetcial supplies being
under severe pressure in cities such as
Mumbai, Bengaluru, Chennai and Pune.
While roughly 25-30 days’ stock
provides a thin buffer, a longer conflict
in West Asia could create considerable
shortfall if supply from alternate sources

are not scaled up fast enough.

Which sectors are likely to be hit
the maost by the LPG supply
disruption?

The hardest hit are the hotels,
restaurants, eateries, bakeries and food
courts — many of which have already
reported supply halts or cut down of the
menu. There is also a fear of temporary
shutdowns of hotels and restaurants.
Other services such as gas
crematoriums, laundry & ironing using
gas are also reporting shortages.

How will the pooled gas pricing
under the order work?

The uncertainties and the shortages
could lead to price surge of LPG,
affecting domestic consumers the most.
To cushion the financial shock, the
government has introduced a ‘pooled
pricing’ mechanism.

GAIL (India) Ltd has been tasked with
coordinating the reallocation of gas
from lower-priority users to the
top-priority sectors (domestic PNG,
CNG, LPG plants and pipeline
operations).

The Petroleum Planning & Analysis
Cell (PPAC) will periodically calculate
and notify a single ‘pocled price’ that
averages the cost of diverted gas. The
entities receiving the gas must give a
legal undertaking to accept the pooled
price, overriding prior contracts and
pricing, to share the burden fairly.
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