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The Centre’s decision to
waive CAFE-2 penalties for
major auto makers could
stall green technology in-
vestments, as companies
might rely on purchasing
carbon credits rather than
achieving emission targets,
auto industry sources said.

According to sources, this
decision could also prompt
foreign auto makers to im-
port or assemble more gas-
guzzling vehicles into India.

“The government has
already provided a five-year
window for generating the
carbon credits, which essen-
tially means there will be no
penalty for any company.
Retrospectively, this has
been done to bail out the
companies from paying any
penalties. So, what is the use
of making such policies?”
said one of the industry vet-
erans. Industry executives
pointed out a stark contrast:
While some companies are
actively investing in low-
emission technologies like
electric vehicles, CNG and

hybrids, the government is
bailing out original equip-
ment manufacturers
(OEMs) that have openly
flouted CAFE norms.

‘FINING COMPLIANCE’

“So, basically you are penal-
ising those OEMs who are re-
ducing CO2 emissions from
their vehicles by introducing
various technologies and in-
vesting billions of dollars on
research and development
(R&D). Penalties should not
be reduced or relaxed bey-
ond a level that there is no
motivation of exercising or
working towards meeting
those carbon emission tar-
gets,” the o�cial added.

Last week, the Ministry of

Power (MoP) wrote to MDs
and CEOs of 18 vehicle man-
ufacturers inviting sugges-
tions or objections to the
said amendments.

According to the amend-
ments, the Centre is com-
pletely bailing out all major
OEMs, including Hyundai
Motor India (HMIL), Kia In-
dia, Mahindra & Mahindra
(M&M), Honda Cars India,
Renault India, Skoda Auto
Volkswagen India and Nis-
san India, from paying heavy
penalties collectively
amounting to ₹2,700 crore
for violating CAFE-2 norms.

Furthermore, the Centre
has extended the compliance
runway by allowing auto-
makers to o�set their emis-
sions debits all the way
through September 30, 2027,
stretching beyond the previ-
ously suggested March 31,
2027 deadline via the ex-
change of carbon credits.

“This step by the govern-
ment is fundamentally pen-
alising those companies who
have invested heavily on
meeting the CAFE norms.
OEMs who neither invested
in technology to meet the

norms nor paid the penal-
ties, will be enjoying with all
the benefits now,” said an-
other executive from the in-
dustry. 

The executive said that
those companies who have
been penalised were all
profit making OEMs, and
none of them were even a
loss-making company, so
such a decision by centre to
bail out these companies was
a surprise. “The government
had already drastically re-
duced the penalties to
around ₹2,700 crore from
around ₹8,800 crore earlier,
so we don’t know behind this
logic of bailing out these
profit-making companies.
How do you justify this in the
national interest, we don’t
get it,” said the executive.

‘GREEN BY PROXY’

According to another in-
dustry veteran, these amend-
ments are like cross-border
carbon trading or interna-
tional carbon o�setting,
where an individual or a
company can buy carbon
credits from projects located
in foreign lands. 
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The Indian Sugar & Bio-En-
ergy Manufacturers Associ-
ation (ISMA) has renewed its
demand for the government to
allow ethanol distilleries to set
up dedicated E100 fuel dis-
pensing stations, arguing that
the move is critical for scaling
up flex-fuel mobility and eas-
ing the financial stress facing
the ethanol industry.

In a letter to the Ministry of
Petroleum and Natural Gas
last month, ISMA sought per-
mission for the “installation of
dedicated E100 dispensing in-
frastructure” co-located with
sugar biorefineries — a pro-
posal first made in February
2023.

POLICY FRAMEWORK

In the letter, ISMA Director
General Deepak Ballani said
hydrous E100, widely used in
Brazil for over four decades, is
a low-carbon, domestically
produced transport fuel that
can enhance energy security
while reducing dependence on
fossil fuels.

The demand comes as eth-
anol distilleries grapple with
excess capacity. The industry
has created production capa-
city of around 2,000 crore
litres, while oil marketing
companies require only about

1,100-1,200 crore litres annu-
ally to achieve the 20 per cent
ethanol blending target. With
procurement slowing, some

distilleries have already ap-
proached courts over lower
o�take by OMCs. The govern-
ment has been treading cau-
tiously amid concerns over the
E20 blending programme. On
July 4, it asked automobile
manufacturers to explain the
benefits of E20 fuel after com-
plaints about reduced mileage.
While the industry defended
the programme, it acknow-
ledged that E20 results in
some loss of fuel e�ciency.
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