Buintsline. D 03[12/ak
Govt scraps windfall tax on
local crude, fuel for export

Shlshlr Sinha
New Delhi

The government on Monday
announced the withdrawal
of the windfall gain tax on
domestically produced crude
and petrol, diesel and jet fuel
for export. The levy is
already zero.

Notifications have been
“issued with immediate ef-
fect for withdrawal of wind-
fall tax, that is, special addi-
tional excise duty (SAED)
levied on production of
crude and export of ATF,
SAED and Road and Infra-
structure Cess (RIC) on ex-
port of petrol and diesel,” a
Finance Mini official
said, adding that the notifica-
tion has been laid in
Parliament.

According to officials, the
government got around
25,000 crore through the
windfall levy in FY2023,
which dropped to 13,000
crore the next year. In the
current fiscal, it collected
around 6,000 crore.

India first imposed the
windfall profit tax in July
2022, joining several coun-
tries that tax super-normal
profits of energy companies.
At that time, an export duty
of 6 per litre ($12/bbl) was
levied on petrol and ATF, and

Collection from
windfall gain levy

(In ¥ crore approx)

2022-23 2023-24 202425
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Source: Finance Ministry

%13 a litre ($26/bbl) on
diesel.

A ¥23,250 per tonne ($40/
bbl) windfall profit tax on
domestic crude production
was also levied.

FORTNIGHTLY REVIEW

The windfall tax rates were
reviewed every fortnight
based on the average oil
prices in the previous two
weeks.

The domestic producers
of crude, like ONGC, sell
their oil at international par-
ity price.

As international crude
prices rose sharply, these
producers made super-nor-
mal profits.

The prices of diesel, petrol
and ATF rose even more

sharply, which led to ex-
traordinary cracking mar-
gins (the diﬁerence between
the product and the crude
price) on export of these
products.

The cess/duties were im-
posed in this background.

The windfall tax does not
impact retail prices as petro-
leum products sold locally in
the market are subject to a
separate tax structure, in-
cluding a Central levy (Cent-
ral excise duty at a specific
rate) and a State levy (VAT or
sales tax at an ad valorem
rate).

‘FUEL'LING EXPORTS
India imports approximately
85 per cent of its crude oil re-
quirement and about 55 per
cent of the LPG and 50 per
cent of the natural gas it con-
sumes.

The country’s refining ca-
pacity exceeds its domestic
demand for petroleum
products, making the export
of these products one of the
largest contributors to for-
elgn exchange earnings.

"The government con-
siders all factors when calib-
rating duties and taxes on
petroleum products.

Recent interventions re-
flect this approach, accord-
ing to a Finance Ministry
official.



Windfalltaxon

domestic oil, fuel
exports scrapped

No major revenue impact, say experts

SUBHAYAN CHAKRABORTY
& HARSH KUMAR
New Delhi, 2 December

The Centre on Monday

scrapped the windfall tax on
domestically produced crude
oil, and the export of diesel,
petrol, and aviation turbine
fuel, with immediate effect.

The road and infrastruc-
ture cess (RIC) on exporting
petrol and diesel too has been
removed, the finance ministry
said in a notification.

Falling global crude oil
prices, and the subsequent
shrinking of profits of domes-
tic oil producers, has led to the
tax being withdrawn, petro-
leum ministry officials said.

“The ministry had backed
the review of the windfall tax
to provide relief to state-
owned upstream oil com-
panies, considering their net
profits had reduced in the past
few quarters,” an official said.

Global crude oil prices fell
every month since June,
when it had breached $80 per
barrel (bbl).

Since July 22, Brent Last
Day Financial prices have
crossed the $80/bbl on just two
occasions as oil prices factor
in weak global demand growth
and concerns of oversupply.

On Monday, Brent crud
futures stood at $72.6/bbl.

SHRINKING
TAX RECEIPTS

Amount (¥ cr)

FY23»

Classified - as  special
additional excise duty (SAED),
the windfall tax was levied on
domestically produced crude
oil on July 1, 2022, and was
designed to tax the profits a
company derives from the
energy price rise as a result of
the Russia-Ukraine conflict.
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