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LLPG subsidies: Give it
to the poor and needy

As state-owned oil companies grapple with massive losses from selling LPG below cost,
the Govt is set to allocate Rs 35,000 crore in subsidies to mitigate the financial burden

uring the current financial
year (FY) 202425, the state-
owned Indian Oil Corporation
Ltd (10C), Bharat Petroleum
Corporation 1td (BPCL), and
Hindustan Petroleum Corporation Ltd
(HPCL) are expected to incur an under-
recovery of Rs 19,550 crore, Rs 10,400 crore
and Rs 10,570 crore respectively on sales
of LPG
up for this loss totalling Rs 40,500 crore,
the Union Government is likely to provide
a subsidy of Rs 35,000 crore. In the Budget
for 2025-26, Lo be presented on February
1, 2025, Finance Minister Nirmala
Sitharaman will make a provision of Rs
10,000 crore in the revised estimate (RE)
for the current FY and the remaining Rs
25,000 crore in the budgel estimate (BE)
for 2025-26.
The under-recovery arose because these
corporations sold LPG for Rs 803 per 14.2-
kg cylinder against the cost of supplying at
the retail point being higher. The cost s cal-
culated as the refinery-gate price or RGP
(taken as import parity price or IPP and

exporl parity price or EPP in the ratio of |

80:20) plus freight, marketing costs, mar-
keting margin, dealers’ commission, and
taxes and duties. During the current FY, the
cost is Rs 1043 per cylinder, and the loss
is Rs 240 per cylinder which on total sales
0f 169 crore cylinders would be Rs 40,500
crore. Modi - government had stopped
giving subsidies on LPG during FY 2021-
22. Then, how come, it continues to make
huge payments from the budget? LPG is an
environment and human-friendly fuel
that meets the needs of millions of house-
holds (HHs).

Subsidy on LPG ought to be given only to
those HHs who are poor. The government
also needs to track tF e income status of the
beneficiaries and withdraw support from
those who become better off and can pay
cost-based prices. Ignoring these cardinal
principles, the subsidy was given to any-
one who had an LPG connection. It went
to all and sundry including the rich. The
poor who alone should have got it sat at the
bottom. According to the Economic Survey
(2015-16), only 0.07 per cent of LPG sub-
sidies in rural areas went to a fifth of the

o household consumers. To make |
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poorest households. In urban areas,
the poorest fifth got only 8.2 per
cent.
Alot of subsidies went to fake ben-
eficiaries or the diversion of stocks
(albeit subsidised) of LPG cylin
ders to hotels, restaurants, and
other commercial users. Despite
lacking sound justification, sheer
populism drove politicians to give
subsidies o all and sundry. They
found ways to give it without tak-
ing the burden on the Centre’s bal
ance sheet. Initially, the subsidy on
LPG (besides petrol and diesel) was
cross-funded/subsidised by charg-
ing more on the sale of other prod-
uets such as fuel oil, naphtha, ATE
etc. hence, no burden on the bud-
get. In 2002-03, the Vajpayee-led
KDA government ended the above
system and decided Lo give subsi-
ies on these products dircctly
from the budget with the intent to
eventually disband them. But, that
was not to be.
The UPA government which took
d\argc in 2004, even while contin-
g with subsidised sales, used
disingenuous methods such as the
issue of oil bonds to
IOCL/BPCL/HPCL (instead of
losses incurred by them due to sell-
ing these products at below-cost
prices), and sale of domestic crude
oil by stated owned upstream oil
and gas companies viz. Oil and
Natural Gas Corporation (ONGC)
and Oil India Limited (OIL), etc.
ata discounted price to these fuel
refiners-cum-retailers.
In June 2010, petrol was decon-
trolled followed by diesel in
November 2014. As for LPG, the
Kelkar Committee recommended
the removal of 25 per cent of the
subsidy in 2012-13 and
in the following two years. Modi
sovernment which took charge in
May 2014, started acting on it but
ina calibrated manner. On January
1, 2015, it launched a direct ben-
efit transfer (DBT) of subsidy.

Under DBT, oil PSUs deliver the
cylinder to the beneficiaries at a full
cost-based price and follow it up
by depositing a subsidy in the ben-
eficiary’ account.
In turn, they claim reimbursement
of the subsidy amount from the
Centre, This helped in eliminating
fake beneficiaries and curbing
misuse that was inherent in the
erstwhile system wherein subsidy
was embedded in the price. But,
the government couldnt muster
the courage Lo trim the number of
beneficiary HHs sans Modi
requesting the rich to give up on
their own.
The FY 2020-21 was a boon,
viewed from a subsidy angle. In
that year, there was a steep decline
in international prices (due to the
COVID-19 pandenmic) leading to
a fall in the cost of supplying an
LPG cylinder to a low of Rs 600;
hence, it could be given to all T1Ts
at Rs 600 requiring no subsidy sup-
port. The BE of Rs 36,000 crore for
that year was used largely to clear
Fnsl dues of oil PSUs and provide
Tee gas connections under the
Pradhan Mantri Ujjwala Yojana
(PMUY).Duriny j 2021-22 when
the international price rose due to
waning COVID and demand
revival, the cost of LPG zoomed to
over Rs 900 per cylinder.
This prompted the government to
give subsidies but only to the
PMUY beneficiaries. They were 9.6
crore out of a total of 33 crore HHs.
It spent Rs 14,000 crore during that
year. During 2022-23, it spent Rs
9,170 crore. But, this doesn' tell the
full story. From June 2020 to
June 2022, the government had
asked the three fuel retailers name-
ly IOCL/BPCL/HPCL to sell LPG
ata price below cost and gave them
a one-time grant of Rs 22,000 crore
to compensate for the losses
incurred in 2021-22 and 2022-23
(against under-recovery of Rs
28,250 crore).

}
UTTAM GUPTA

This was nothing but subsidy
(albeit ‘hidden’) given to all and
sundry, and not just PMUY ben

eficiaries. In the Budget for 2023-
24, it kept the BE for LPG subsid:
al Rs 2,257 crore. As i
ous two years, tha
meant to cover subsidy to PMUY
beneficiary HIHs @ Rs 200 per
cylinder for up to 12 refills per year.
However, to benefit all the 33 crore
HIs, on August 29, 2023, the
Union Cabinet approved a reduc

lion in the price by Rs 200 per
cylinder effective from August 30,
2023, thereby enabling the PSU
retailers to sell it at Rs 903 per
cylinder (Delhi). Taking 4 fills per
HH, @Rs 200 per cylinder, the
annual burden comes to Rs 26,400
crore (200x1x33).

Since the decision was elfective
from August 30, 2023, for the
remaining seven months of FY
2023-24, the outgo would be
around Rs 15,300 crore. On March
9, 2024, the fuel retailers namely
I0CL/BPCL/HPCL were asked to
cut the price by another Rs 100 per
cylinder (courtesy, of general elec-
tions) to Rs 803.

During the current FY 2024-25, the
price has remained unchanged
despite the cost remaining at an
clevated level.  The under-recov-
ery for 2023-24 and 2024-25 thus

comes to over Rs 40,000 crore of

ich the Centre now wants to
reimburse Rs 35,000 crore. This
and the earlier payment of Rs
22,000 crore for loss incurred by
10CL/BPCL/HPCL during 2021-
22 and 2022-23 could have been
avoided if only it had stuck to its
earlier stance of restricting LPG
subsidy only to the poor HHs and
keeping it transparent. But, this is
unthinkable in the current politi-
cal climate wherein all decisions
based on sound economic logic are

hamstrung by populism.
(The writer is a policy analyst;
views are personal)
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India’s fraying Gulf oil ties get a
fillip on US’sanctions on Russia

State-run refiners plan to renew or enhance optional volumes under
existing contracts, struck on afiscal basis, despite higher sourcing costs

S DINAKAR
Amritsar, 19 January

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

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

Indian state-run refiners

OIL REPORT

India crude importvolumes/prices in 2024
(Y2024 | %share Jan-Nov ‘24

Vol. (mt) ($/bbi)
Russia 89.8 78.5
Iraq 49.4 80
SaudiArabia 31.6 86.2
us 9.7 65.8
Kuwait 3.6 81
UAE 18.7 88.6
Sources: Kpler, Indian Customs Data
now plan to renew or reverses the latest sanctions import deal with Iraq at 20
enhance optional volumes against Russia, Indian refin- million tonnes for 2025.
under existing contracts, ers have little choice but to Bharat Petroleum has
struck on a fiscal basis, buy more West Asian crude secured 3.8 million tons and
despite higher sourcing oil and bear higher costs, at Hindustan Petroleum
costs of $4-5 per barrel, least for the time being,”said | around 5 million tons, two
because of the reliability of Vandana Hari, a Singapore- refining sources said.
West Asian oil producers, based energy expert. “But Other producers are yet
industry sources said. they may not necessarily to make term allocations for
There were meetings on increase term volumes in 2025-26. State refiners
contract extension with West Asian contracts.” source around 25 million
Kuwait on January 10 and Iraq, which contracts on tonnes a year in term sup-
the United Arab Emirates acalendar year basis, has plies from Saudi Arabia.
(UAE) on January 17. already announced its allo- Kuwait supplies around 4
Term contracts typically cations, retaining last year’s million tons a year and the
comprise a firm volume and volumes, industry sources UAE more than 13 million
optional purchases. said. Indian Oil, the coun- tonnes, refining sources
“Unless Donald Trump try’s biggest refiner, has said. Optional volumes
(as United States President) retained its annual crude oil mean Indian refiners have a

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

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

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

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

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

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

Recounting an incident
that happened when Indian
refiners were in talks with
Saudi Aramco over astake in
the now shelved Ratnagiri
refinery project (60 million
tons a year), an informed
source quoted a top Aramco
official saying that “Saudi
Arabia is the one who will be
standing by India, because
we have the volumes. And
we are close (geographic
proximity) to you. The US or
Venezuela may have more
resources, statistically, but
you lose on freight. Second
is the range we offer — offer-
ing from super light all the
way to Arab heavy. Others
will give you some crude oil
but not all grades.”
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RILfocuses on
costcontrolin
02Csegment

Fuel discounts, ditching low-margin
products underway, says company

AMRITHA PILLAY
Mumbai, 19 January

Oil-to-telecom conglomerate
Reliance Industries Ltd (RIL) has
surprised the street with a better
than expected performance in its
oil-to-chemicals (02C) division in
October-December 2024 (Q3FY25).

RIL executives attributed it to
favourable feedstock sourcing and
higher volumes. However, they
also listed cost optimisation and
other measures.

Domestic product placement,
fuel discounts, and ditching low-
margin aromatics for gasoline pro-
duction are some of the measures
under way, said company execu-
tives in a post-earnings call last
week.

“We continue to focus on some
of the things we do ... for example,
in the case of prioritising trans-
portation fuel versus aromatics.
And given the environment (sub-
dued margins) for aromatics, it
made sense for us to prioritise pro-
duction of transportation fuel,”
said Chief Financial Officer V
Srikanth in the call.

The conglomerate’s O2C busi-
ness posted a 6 per centrise in rev-
enue Y-o0-Y at ¥1.49 trillion, and
earnings before interest, tax,
depreciation and amortisation
(Ebitda) rose 2.4 per cent to 14,402
crore, scripting arecovery from the
weakness seen in the last couple
of quarters.

Analysts with Goldman Sachs
in a January 17 dated note
observed: “The Energy segment
reported above our expectations
due to stronger O2C earnings.
Sequential EBITDA growth in
refining was potentially higher
than expected driven by better

N ) J
\
dl

FIRM'S 02C MOVE

M Higher domestic product
placement

M Use of larger Suezmax
vesselsfor product delivery
to lower freight cost

Source: RIL's investor presentation.

capture rates.”

RIL’s O2C comprises refining,
fuel-retailing, and petrochemicals.

In terms of fuel retailing,
Srikanth added the company had
focused more on domestic fuel
sales, given the demand.

“RIL’s fuel retail volumes were
up 44 per cent year-on-year sup-
ported by some specific schemes,
like the ‘Happy Hour’ petrol
scheme,” the executive said.

According to RIL’s investor
presentation, the company’s gaso-
line retail sales were up 44 per cent
and those for diesel were higher 23
per cent from a year ago.

Meanwhile, exports from the
02C division continued to reflect
a decline, lower by 9.3 per cent to
267,672 crore.

RIL Chairman and Managing
Director Mukesh Ambani in the
press statement said the O2C busi-
ness showcased its innate
resilience, registering growth even
in this prolonged period of volatil-
ity in the global energy markets.
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5 new bio-CNG plants
are yet to be unveiled

T. SUDHEESH | DC
CHENNALI, JAN. 19

Even two years after the
Greater Chennai
Corporation (GCC) initiated
steps to set up five new bio-
CNG plants in order to cut
carbon footprints in the city;
none of the plants has been
opened so far.

The GCC had set an August
2023 deadline to open two bio-
CNG plants with a capacity
of 100 Metric Ton (MT) each
in Sholinganallur and
Madhavaram. Three more
plants (100 MT each), two in
Koyambedu and one in
Manali, are also under con-
struction that were planned
to be commissioned by
December 2024 or January
this year.

GCC Commissioner J.

Kumaragurubaran said that
construction of digesters
was in full swing at the sec-
ond bio-CNG Plant at
Madhavaram. It is expected
to be opened by next month.
PlantI is already in opera-
tion, he said.

The civic body launched
the work of bio-CNG plants
as part of its plan to convert
about 2,500MT of wet wastes
to bio-CNG every day. To
achieve this goal, the GCC
has already set up 175 micro-
collecting centres to decen-
tralise waste composting and
avoid artificial mountains
outside the cities. Of the
6,000 MT of garbage generat-
ed in the city every day,
around 50 per cent is wet
waste.

The GCC already manages
two bio-CNG plants with a

capacity of 100 MT each in
Madhavaram and Chetpet.
The Chetpet plant has pro-
duced more than 665.14 MT
bio-CNG from 36,726 MT wet
waste.

Private companies are
entrusted to maintain the
plants, production of bio-
CNG, marketing and sale.
Bio-CNG is sold to private
vendors and hotels. It can
also be used for cooking and
running automobiles. The
production of bio-CNG will
lessen garbage in the land-
fills.

A GCC official said that
works of the Bio CNG plants
were underway. "Almost 90
percent of work for the new
plants in Sholinganallur and
Koyambedu has been com-
pleted, and it will be commis-
sioned soon," said the official.
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Petroleum products exports
rise 2% in April-December

ARUNIMA BHARADWAJ
New Delhi, January 19

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

Therisein exports was primar-
ily driven by increased shipments
of motor spirit, petcoke/CBFS and
fuel oil.

In December 2024, however,
petroleum product exports declined
to 5.4 million tonne from 5.8 million
tonnein December 2023.

Imports of refined oil products
increased by 7% to 38.5 million
tonne duringApril-December 2024,
compared to 36 million tonne in the
same period last fiscal. Theimport bill
for these products also rose to $18.2
billion, up from $17.1 billion in the
same period of previous fiscal.

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

MIXED BAG

(in MMT)

~Dec

FY24

FY25

Exports of petroleum products

CFY24 - 5.8
rras 5.4

Source: PPAC

months of the ongoing fiscal rose to
178.5 million tonne, up from 172.6
million tonnes in the same period
lastfiscal. This growthwasattributed
to higher demand for diesel, motor
spirit, liquefied petroleum gas (LPG)
and aviation turbine fuel (ATF).
While the demand for ATF
increased by 9.8%, that of LPG and
motorspirit grewby 6.7%and 8.0%
respectively. Diesel consumption
recorded a growth of 2.2% during
April-December from last year.

Looking ahead, India projects
domestic  petroleum  product
demand toreacharecord 252.9 mil-
liontonnein FY26.India’s petroleum
product exports in December
increased by 3.1% to 1.37 million
barrels per day (bpd), compared to
1.33 millionbpd in December 2023,
according to energy cargo tracking
firmVortexa.Thisalsomarkeda4.5%
rise from November 2024, when
exportsstoodat 1.31 million bpd.

Africa emerged as the top desti-

nation for India’s petroleum exports
in December,whileshipmentstotra-
ditionalimportersinAsiaand Europe
witnessed significant decline.

Even though analysts feara sup-
ply glut in the oil market 2025
onwards, rising uncertain geopoliti-
cal tensions and weak demand out-
look from theworld’s top consumers
could negatively impact India’s
exports going forward.

Union minister for petroleum
and natural gas Hardeep Singh Puri
has repeatedly emphasised that
thereisnoshortage of oilin the mar-
ket. However, he acknowledged that
geopolitical tensions could lead to
increased freight costs for shippers.

India primarily supplies petro-
leum products to Europe and Asia.
The EUimplementeda price capand
embargo on Russian crude oil
imports in December 2022, aiming
to limit Russia’s revenues during its
conflict with Ukraine. However,
refined petroleum products derived
from Russian crude were excluded
from the restrictions.
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MREF: Crude prices, Re slide
driving surge in tyre prices

NITIN KUMAR
New Delhi, January 19

RISING CRUDE OIL prices and
adepreciatingrupeearedriving
up tyre costs,according to Arun
Mammen, vice chairman and
managing director of MRF.

Speaking to FE at the Bharat
Mobility Global Expo, Mammen
highlighted howglobal crude oil
rates and the dollar-rupee
exchange rate significantly
impact tyre prices,with crude oil
derivatives accounting for
nearly 70% of manufacturing
costs.

“Crude oil at $82/bbl is
inflating tyre prices. Addition-
ally,a weaker rupee raises raw
material costs,” Mammen said.

Tyre manufacturing relies
ondiverse rawmaterials,includ-

READY FOR EVs

m MRFis investing in
innovative technologies like
foam-filled and puncture-
resistant tyres to meet
evolving consumer demands

® According to

MD Arun Mammen,
EVs will account
for 30% of the
market in the

next 10-15 years

ing natural and synthetic rub-
ber, carbon black, steel, textile
fibres and chemicals. While
India produces natural rubber,
steeland textiles domestically, it
depends on imports for syn-
thetic rubber, carbon black and
specialised chemicals from

China,US and Japan.

Despite these cost pressures,
MRF expects to see growth
going ahead. The company
reported a 9% growth in FY24
and 11% in the first half of
FY25. Mammen is optimistic
about maintaining this
momentum, driven by rising
demand in the commercial and
passengervehicle segments.

According to Mammen, EVs
willaccount for 30% of the mar-
ket in the next 10-15 years.To
address this shift, MRF has
developed EV-specifictyresand
expandedits portfoliotoinclude
tyres foraircraft.

Additionally, MRF is invest-
ing in innovative technologies
like foam-filled and puncture-
resistant tyres to meet evolving
consumer demands.
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Put Climate at the
Centre, For Growth

Uncertainty on climate action and paucity of financial flows
should inform Budget 2025. India must resist prioritising
growth that disregards environmental, and thereby human,
well-being. Instead of greening the economy within limits,
this year’s budget must turbo-charge efforts to decarbonise
while making the economy resilient.

Allure of any ‘grow now and think later’ strategy is temp-
ting, butan invitation to disaster. Greening the economy is the
only way to safeguard <growth>. 2024 was the warmest year
onrecord globally as well as in India. Already dealing with ex-
treme weather events—heatwaves, droughts, floods, deple-
ting groundwater—RBI estimated climate change could sha-

ve off GDP by 3% by 2030. Cost of inaction

9 is too high for a country with considerab-
k le developmental deficits despite a de-
{ BUDGH' cently growing economy.

at the centre of its budgetary exercise. It
must invest in creating sturdy assets, ma-
intaining dependable infra, halting furt-
herdegradation of land, air and water. The budget should provi-
declarity onfinalising climatefinance taxonomy that wasanno-
unced last year, provide support for increasing resilience and
adaptability to climate change. Tackling air pollution through
increased investment in public transport and clean energy
must be prioritised. Rather than business as usual climate ac-
tion, India should seize the opportunity to invest in R&D for in-
novation and R&D for affordable low carbon solutionsthat other
developing countries can also buy into. A plan for an aggressive
transition to low-carbon growth will attract investments for in-
dustries of thefuture and createjobs its young populationneeds
for a high-quality life that meets their aspirations.

5 India can’tafford tonot putclimateaction
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RBM Infracon 5 ONGC & weol 3Tad Biee # ad Ud 1 IcUTe Hat URAIHT BT SRIHR HHTAT

https://www.businessremedies.com/rbm-infracon/

SRR | SREITH SWTeh 1 fAHS (RENTH), Teb SFIUT Tebiepel STETieh Jal FaTell Sl $UTHT 3rgsiell, Tifeh 37k ekt Iuen
3R A SR T

fspefor & faRvsrar T 81 U 3 R SOIRY B gfrd faa g for et 7 17 SFast 2025 F gurdt dd SR Wihfasw T
A (shEeiidh) Aaet iTad Wics ey & SAFIUGU Pt U1V HT g1 TG 25 FdaR 2024 HI TS gRT RydaR 2024 #
f3u MU A7 SR T JaTeH 3G ey & THd FIe HT STURUI Rl &, oiT [ bu-t &1 el O fasfta & sarar
T

RS 7 &R THIHHE § HTH! Ugd I8 Iuaisy giid &1 g1 39 fafy ¥ gurdh, iRdfim 4w sifaa wics & et
GRATET BT gUf Y= SUTCTT | U= Tae & SR HU- Bl SNToidt gRT FeiRd 99 e 3 ugd 39 He@yul Suafs
I BRI B IR 9gd 1 g |

S-SR URETe 31T ST, THENd Bt Xl & 3y, 39 URASHT ¥ g arar Iora dR-eR e @ facha fRufa o
feamg <!

R ST fAfFes & Seie 3R Yey e 517 For 7ivr = &gl {3 “Siiuoi & 91y g e ufkder ue
SIS HId & TR ¥ 31 FAdd 7S g1 U8 YRA & ol URAd BT A B & gHR RS &1 Uil § | URURS dd
3R 719 a1 | BURY fOR=aT &1 IUART Hrb SIR IHR<T BT Solt Tenfifepar & wry, g9 Rith T uRRarier & fosart-ad
T PR T T, TH SV B Sl YR 3R ddh-iiept ot H T1efes TNTEH ¢ B &1 g1 ST &t Trarstt & ok & aRanfid o=
I ¢ GE DI UH Tl THY SHoll THIUT Ul & ©U § R R I3 8 | R Soif & HasT & iy uRuRS grggibrad
fspefur & ety U Q Thigd HRAT FART U de g 17

IR ST for. Soitfaf, fsares, udtermr, i Jerem SR RaRwE & e # fafy 0 ¥ d9d 3R 19
TR, 19 Se U, HIari SeguasR Ut faord W, teisied, I9aH, Wiie, IR & e Asfed
3R AT frudic & 8 T FRIGRT HR ! ¢ 1 HU FANI-THE THTOIT Siaer ROTRR / 3Raex 3R YR Siaer fafam-
1950 & dgd RIREHA/BIS A8 thigdher/ IaeR Jal YSIdT § | HU= = ATaRT Tl # TREt (@i ar e Adbed Sid
Jeten-Suadid-snsugsiur, Wil (@TueR, Urgfithn Tedt Sie SElem & Iry Hifsawm) , SRy (@iez) gfefrdt, sife
qTe, ARCIUE (fUe &) T, e 3R SISt TTHAT 650 AUTGR & 1Y 3R R -SHFR 3R IRT-FeRTal § TSR 3@RdTd
B! e O B Yool HRAT &1 HUAT A TTHT 14 THIRISS WSS o Rary gexdisl fafiies, Ay wash fafies (qd
T THR Tgd & FY H ST ST 8) IRT Bieagery sfear fafiies ok waunsua-afdst & A/ fe resrey Ienferd farg
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The 8th ONGC- MRPL International Kite Festival took place on January 18 and 19 at Thannirbhavi Beach, Mangaluru,
with district in-charge minister Dinesh Gundurao inaugurating the event. Organized by Team Mangalore, a passionate
group of kite flying enthusiasts, this festival is an integral part of Karavali Utsava, a celebration of the vibrant Dakshina
Kannada culture. It seamlessly blends tradition, creativity, and global connections, embodying the spirit of Tulunadu.

This years festival featured 22 international kite flyers from 10 countries, including the UK, Greece, Germany, The
Netherlands, Slovenia, Estonia, Italy, Sweden, Portugal, and Indonesia. Alongside them, 30 Indian kite enthusiasts from
Odisha, Maharashtra, Gujarat, Telangana, Karnataka, and Kerala showcased their skills. The festival highlighted various
types of kites, from traditional to aerofoil and inflatable designs, with a special emphasis on quad-line sports kites. A
stunning addition was the Greek stunt kite performances, which added excitement to the event.

Team Mangalore also displayed regional cultural representations such as Kathakali, Yaksha Garuda, Pushpaka Vimana,
and Vibhishana, celebrating the local heritage. Visitors like Pavan and his wife, who traveled from Bengaluru after
discovering the event on social media, were captivated by the sight of colorful kites filling the sky.

Subhash Chander, an avid kite lover from Odisha, brought a remarkable 100-meter-long dragon kite to the festival. This
unique creation, which took three years to complete, is being flown in Mangaluru for the first time. Subhash, along with
his team, has traveled across India spreading the joy of kite flying.
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As state-owned oil companies grapple with massive losses from selling LPG below cost, the Govt is set to allocate Rs
35,000 crore in subsidies to mitigate the financial burden

During the current financial year (FY) 2024-25, the state-owned Indian Oil Corporation Ltd (IOC), Bharat Petroleum
Corporation Ltd (BPCL), and Hindustan Petroleum Corporation Ltd (HPCL) are expected to incur an under-recovery of
Rs 19,550 crore, Rs 10,400 crore and Rs 10,570 crore respectively on sales of LPG to household consumers. To make
up for this loss totalling Rs 40,500 crore, the Union Government is likely to provide a subsidy of Rs 35,000 crore. In the
Budget for 2025-26, to be presented on February 1, 2025, Finance Minister Nirmala Sitharaman will make a provision of
Rs 10,000 crore in the revised estimate (RE) for the current FY and the remaining Rs 25,000 crore in the budget estimate
(BE) for 2025-26.

The under-recovery arose because these corporations sold LPG for Rs 803 per 14.2-kg cylinder against the cost of
supplying at the retail point being higher. The cost is calculated as the refinery-gate price or RGP (taken as import parity
price or IPP and export parity price or EPP in the ratio of 80:20) plus freight, marketing costs, marketing margin, dealers'
commission, and taxes and duties. During the current FY, the cost is Rs 1043 per cylinder, and the loss is Rs 240 per
cylinder which on total sales of 169 crore cylinders would be Rs 40,500 crore. Modi - government had stopped giving
subsidies on LPG during FY 2021-22. Then, how come, it continues to make huge payments from the budget? LPG is
an environment and human-friendly fuel that meets the needs of millions of households (HHS).

Subsidy on LPG ought to be given only to those HHs who are poor. The government also needs to track the income
status of the beneficiaries and withdraw support from those who become better off and can pay cost-based prices.
Ignoring these cardinal principles, the subsidy was given to anyone who had an LPG connection. It went to all and sundry
including the rich. The poor who alone should have got it sat at the bottom. According to the Economic Survey (2015-
16), only 0.07 per cent of LPG subsidies in rural areas went to a fifth of the poorest households. In urban areas, the
poorest fifth got only 8.2 per cent.

A lot of subsidies went to fake beneficiaries or the diversion of stocks (albeit subsidised) of LPG cylinders to hotels,
restaurants, and other commercial users. Despite lacking sound justification, sheer populism drove politicians to give
subsidies to all and sundry. They found ways to give it without taking the burden on the Centre's balance sheet. Initially,
the subsidy on LPG (besides petrol and diesel) was cross-funded/subsidised by charging more on the sale of other
products such as fuel oil, naphtha, ATF, etc. hence, no burden on the budget. In 2002-03, the Vajpayee-led NDA
government ended the above system and decided to give subsidies on these products directly from the budget with the
intent to eventually disband them. But, that was not to be.

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

In June 2010, petrol was decontrolled followed by diesel in November 2014. As for LPG, the Kelkar Committee
recommended the removal of 25 per cent of the subsidy in 2012-13 and 75 per cent in the following two years. Modi
Government which took charge in May 2014, started acting on it but in a calibrated manner. On January 1, 2015, it
launched a direct benefit transfer (DBT) of subsidy. Under DBT, oil PSUs deliver the cylinder to the beneficiaries at a full
cost-based price and follow it up by depositing a subsidy in the beneficiary's account.

In turn, they claim reimbursement of the subsidy amount from the Centre. This helped in eliminating fake beneficiaries
and curbing misuse that was inherent in the erstwhile system wherein subsidy was embedded in the price. But, the
government couldn't muster the courage to trim the number of beneficiary HHs sans Modi requesting the rich to give up
on their own.
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The FY 2020-21 was a boon, viewed from a subsidy angle. In that year, there was a steep decline in international prices
(due to the COVID-19 pandemic) leading to a fall in the cost of supplying an LPG cylinder to a low of Rs 600; hence, it
could be given to all HHs at Rs 600 requiring no subsidy support. The BE of Rs 36,000 crore for that year was used
largely to clear past dues of oil PSUs and provide free gas connections under the Pradhan Mantri Ujjwala Yojana
(PMUY).During 2021-22 when the international price rose due to waning COVID and demand revival, the cost of LPG
zoomed to over Rs 900 per cylinder.

This prompted the government to give subsidies but only to the PMUY beneficiaries. They were 9.6 crore out of a total
of 33 crore HHs. It spent Rs 14,000 crore during that year. During 2022-23, it spent Rs 9,170 crore. But, this doesn't tell
the full story. From June 2020 to June 2022, the government had asked the three fuel retailers namely IOCL/BPCL/HPCL
to sell LPG at a price below cost and gave them a one-time grant of Rs 22,000 crore to compensate for the losses
incurred in 2021-22 and 2022-23 (against under-recovery of Rs 28,250 crore).

This was nothing but subsidy (albeit hidden) given to all and sundry, and not just PMUY beneficiaries. In the Budget for
2023-24, it kept the BE for LPG subsidy at Rs 2,257 crore. As in the previous two years, that allocation was meant to
cover subsidy to PMUY beneficiary HHs @ Rs 200 per cylinder for up to 12 refills per year. However, to benefit all the 33
crore HHs, on August 29, 2023, the Union Cabinet approved a reduction in the price by Rs 200 per cylinder effective
from August 30, 2023, thereby enabling the PSU retailers to sell it at Rs 903 per cylinder (Delhi). Taking 4 fills per HH,
@Rs 200 per cylinder, the annual burden comes to Rs 26,400 crore (200x4x33).

Since the decision was effective from August 30, 2023, for the remaining seven months of FY 2023-24, the outgo would
be around Rs 15,300 crore. On March 9, 2024, the fuel retailers namely IOCL/BPCL/HPCL were asked to cut the price
by another Rs 100 per cylinder (courtesy, of general elections) to Rs 803.

During the current FY 2024-25, the price has remained unchanged despite the cost remaining at an elevated level. The
under-recovery for 2023-24 and 2024-25 thus comes to over Rs 40,000 crore of which the Centre now wants to reimburse
Rs 35,000 crore. This and the earlier payment of Rs 22,000 crore for loss incurred by IOCL/BPCL/HPCL during 2021-22
and 2022-23 could have been avoided if only it had stuck to its earlier stance of restricting LPG subsidy only to the poor
HHs and keeping it transparent. But, this is unthinkable in the current political climate wherein all decisions based on
sound economic logic are hamstrung by populism.
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