Centre okays aviation relief
with ¥10,000-cr ATF fund
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New Delhi, June 3

THE UNION CABINET on
Wednesday  approved a
%10,000-croreaviation turbine
fuel (ATF) price stabilisation
fund, expanding the Centre’s
supportpackage forthe aviation
sector. The move comes as air-
linesand state-run fuelretailers
grapple with the fallout of the
West Asia conflict and a sharp
risein jet fuel prices.

The latest intervention
comesweeks after the govern-
mentannounced % 5,000 crore
of credit support for airlines
under the Emergency Credit
Line Guarantee Scheme
(ECLGS) 5.0.Together, the two
measures seek to address lig-
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The one-timebudgetarysup-
port will be provided as an inter-
est-free advance to OMCs to
enable them to supply ATF to
scheduled Indian airlinesatapre-
determined benchmark price.
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\NNOUNCINGTHE DECISION,
he government said the mea-
ure is aimed at shielding air-
nes from extreme fuel price
olatility,ensuring continuityof
irservicesand preserving con-
ectivitytoregionalandsmaller
ities.

The intervention follows an
nprecedented surge in avia-
ion fuel prices. International
TF prices have risen from
'60.50 per litrein March 2026
0 ¥142 per litre in May 2026,
ignificantly increasing operat-
ng costs forairlines.The impact
as been compounded by the
losure of Pakistan's airspace,
orcing Indian carriers to take

longer routes to Europe, North
Americaand Central Asia.

"ATF accounts for nearly
40% of airline operating costs
and during periods of extreme
fuelvolatility can constitute up
to 60% of total operating
expenditure,’ the Ministry of
Civil Aviationsaid.

Under the approved frame-
work, the ¥10,000-crore corpus
will compensate OMCs when-
ever prevailing import parity
prices exceed the benchmark
price fixed under the stabilisa-
tion mechanism. The support
will be available to all willing
scheduled Indian airlines
through a tripartite arrange-

ment involving the ministry of
civil aviation, the ministry of
petroleum and natural gas and
participating fuelretailers.

The scheme also provides
relief to OMCs,which have been
absorbinglosses onaviation fuel
sales as domestic prices

remained below international
paritylevels.

"OMCs are estimated to be
losing around %30 per litre on
aviation fuel sales. At current
consumption levels, this trans-
lates into an under-recovery of
nearly ¥93 crore per day,

Prashant Vasisht, senior vice-
president and co-group head,
corporate ratings, Icra said.
According to the govern-
ment, the arrangement will
remain operational for 36
months, subject to annual
review or until the entire sup-
port amount is recovered. A
clawback mechanism has also
been built into the scheme,
under which gains arising from
any moderationininternational
fuel prices will be recovered
from OMCs andreturnedto the
Consolidated Fund of India.
The government said the
measure is expected to moder-
ate fare volatility, support

domesticand international air
connectivity and sustain
employment across airlines,air-
ports, maintenance and repair
organisations, tourism, hospi-
talityand logistics sectors.
Shares of InterGlobe Avia-
tion (IndiGo) surged 2.15% to
hit an intraday high of
%4,562.70 on the BSE. Follow-
ing the announcement of the
fund, the stock rebounded
3.92% from its intraday low
of ¥4,390.75. However, it
pared some gains and ended
the day at ¥4,512.80, up
1.04%. Meanwhile, SpiceJet
shares also jumped 1.89% to
closeat312.42.



