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ADB forecasts China, India to
power strong growth in 2023

Manila, Philippines-based ADB’s latest update forecasts an expansion
of 4.8 per cent in this year and the next, up from 4.2 per cent in 2022

BANGKOK: China’s recovery
from the pandemic and strong
demand in India will drive
strong economic growth in
Asia this year, the Asian Devel-
opment Bank said in a report
issued Tuesday.

The Manila, Philippines-
based ADB’s latest update fore-
casts an expansion of 4.8 per
cent in this year and the next,
up from 4.2 per cent in 2022. It
said inflation would likely cool
slightly this year and fall fur-
ther in 2024.

ADB economists said a
weekend decision by oil pro-
ducing nations to cut output,
pushing oil prices sharply
higher, might reignite inflation-
ary pressures and add to chal-
lenges for the region.

The report’s analysis was
based on the assumption that
Brent crude oil, the pricing
basis for international trading,
would average $88 a barrel this
vear and $90 a barrel next year.

Qil prices remain below
that level, with Brent at $83 on
Monday. But they soared about
5 per cent after Saudi Arabia
and other major oil produc-
ers said they will cut produc-
tion by 1.15 million barrels per
day from May until the end of
the year, on top of a reduc-
tion announced last Octo-
ber that infuriated the Biden

The report’s analysis was based on the
assumption that Brent crude oil, the pricing
basis for international trading, would
average $88 a barrel this year and $90
a barrel next year

administration.

“Ifs certainly plausible that
oil prices could go even higher
and introduce another chal-
lenge for the region,” ADB
Chief Economist Albert Park
said in a conference call.

However, growing imports
of Russian crude oil, especially
by China and India, will likely
cushion the impact of rising
prices - such exports to China,
India and Turkey more than
doubled last year. As of Feb-
ruary, a third of Russia’s crude
exports were going to India and

more than a fifth to China.

Park noted that inflation in
Asia seems to be driven more
by surging demand for ser-
vices, such as tourism, than
for goods.

Another factor that could
push prices higher is China’s
rebound from slow growth
after its leaders lifted COVID-
19 restrictions that disrupted
travel, manufacturing and
other business activities. The
ADB forecasts that China’s
economy will grow 5 per cent
this year and 4.5 per cent next
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year, an improvement over
last year’s 3 per cent growth
but slower than its long-term
average.

India’s economy, mean-
while, is expected to grow ata
slower pace of 6.4 per cent this
year. That followsa 9.1 per cent
annual pace of expansion in
2021 as it rebounded from the
worst of the pandemic, and 6.8
per cent last year. But it’s one
of the fastest expansions for a
major regional economy.

Vietnam, meanwhile, is
expected to see 6.5 per cent

growth this year, down from 8
per cent last year. That’s above
the average forecast for South-
east Asia, at 4.7 per cent in
2023 and 5 per cent next year.
Its central bank has begun cut-
ting interest rates to counter a
slowdown in its property sector
and weakening exports.

A downturn in demand
for computer chips has hurt
the outlook for major export-
ers like Taiwan, Singapore and
South Korea, said the report
by the regional development
lender.

It cited a forecast by World
Semiconductor Trade Statistics
that sales in semiconductors
will fall 4.1 per cent this year
from last year but said demand
is likely to recover later this
vear, as is typical in the highly
cyclical industry.

Recent worries over the
stability of the banking indus-
try after bank failures in the
U.S. and Switzerland’s rescue
of Credit Suisse with a par-
tial takeover by its rival UBS
are among other uncertainties
facing the global and regional
economy, the report noted.

The war in Ukraine also
might push prices for com-
modities such as oil, gas and
wheat higher, further bedevil-
ing central bank efforts to curb
inflation. AGENCIES
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Assessing the impact of OPEC’s output cut

The cut in crude oil output would further exacerbate inflationary pressures on the global economy

bl.explainer

Shishir Sinha / Rishi Ranjan Kala

What is the quantum of crude oil
output cut announced by OPEC+
countries last weekend?

The production cuts by OPEC countries,
which account for one-third of the global
oil production, willbeginin May 2023 and
last for the entire calendar year. The total
cutwillbearound 1.16 million barrels per
day (bpd). Thatapart, Russia hasalso
announced avoluntaryadjustment of
500,000bpdtolastuntil end- 2023.

Why was the cut in output
announced? Is the current daily
output enough to meet daily
demand?

OPEChas said the cuts are a precautionary
measure aimed at supporting the stability
of oil markets, Analysts said the cutsare
intended tomitigate theimpactofa
sluggish global economyand the banking
crisisinthe US on crude oil prices. These
hadweakened the prices significantly
($67-68/barrel). Following the
announcement of the cuts, crude oil prices

arenow at December 2021-January 2022
levels ($85 perbarrel). Crude had hit $139
perbarrelin March 2022.

Analysts sayright now there isnoissue
of supplies. Global crude oil production
averagedat 100 millionbpdin 2022 and is
expected tohit 101.5-102million bpdin
2023, while oil supplystoodat 101.5
million bpd in February 2023. Global
refinerythroughputisataround81.5
million bpd.

Asper the March oil market report of the
International Energy Agency (IEA),a52.9
million barrel surge inglobal inventories in
January 2023 lifted known stocks tonearly
7.8 billion barrels, the highest level since
September 2021.

What will be the impact of this cut
on crude oil prices?

On Monday, after the crude oil exporting
cartel announced production cuts, the
global benchmark Brent rose by more than
Sper centtohit $84.13 perbarrel, one of
the sharpest price risesin the past 10-11
months. For comparison, after the Silicon
Valley Bank crash in the US (March), crude
oil pricesfell as lowas $67 abarrel. Analysts
predictacrude oil price of $95-100 per

LOOKING UP. Crude oil prices reutess

barrel by December 2023 and Q1 2024.

Analystshave warned that the cuts
wouldimpact prices thereby further
exacerbatinginflationary pressures on the
global economy.

How does this cutand increase in
crude oil price impact the rupee and
the current account deficit?

Crude oil prices have beenimpacted within
aday of the output cut announcement —
Brent priceswentup by $5 abarrel. Since
Indiaimports more than three-fourths of
its crude requirement, higher prices will

pushupthe importbill, which means more
demand for the dollarand that will widen
the currentaccount deficitand weaken the
rupee. Dhruv Sharma, Senior Economist
with World Bank, says: “Anincrease of §10
abarrel could translate into 40 basis points
tohalfaper centincreasein CAD.”

Will the RBI have to modify its
monetary policy in line with rising
crude oil prices?

Till the announcement of crude oil
production, it was widelyexpected that the
Monetary Policy Committee (MPC)
would end the rate hike cyclein April witha
25 basis pointsrise,and then it might gofor
long pause. Also, it was believed that MPC
mightvote for ‘neutral’ stance. Now, the
apprehensionisthatifcrude prices
continue goingnorthward, then prices of
petrolanddiesel couldgoupas
governments (Central and States) have
limited room for duty cuts. Now,
unseasonal rainis posinganewrisk tofood
inflation, and fuel price rise might further
foodaswell asheadline inflation.
Considering these, rate pause, aftera
possible 25 bps hike in April review, could
be temporary.
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Barrel Up, Oil’s Got
Slippery Again

But can be an impetus for energy transition

Crude oil priceshave moved back above $85 a barrel after
the Organisation of the Petroleum Exporting Countries
(Opec)-plus, which includes Russia, announced further
production cutsthatadd upto3.7% of global demand. The
oil producers’cartel wantsto setapricefloor after oil slid to
around $70 on risk-off sentiment in commodities follow-
ing concerns over a banking crisis in consuming econo-
mies. Short sellers were trapped by the decisionand mar-
ketsarenow expectingoil totrade at $1001ater inthe year if
Opec-plus remains steadfast. Resurgent inflation affects
members of the cartel, as it does central banks that have
slowed the pace of interest rate hikes. Prospects of slow-
er global oil consumption need to factor in demand from
China and softer landing for Western economies.

Thesurprise production cut will push India closertodis-
counted Russian crude oil supplies, and the two countries
will have to find a sustainable mecha-
nismtoaddressthe widening trade im-
balance. There are physical limits to
N processing Russian sour crude inIndi-
a2 anrefineries, andlocal-currency trade
financing for sweeter grades, which
are affected by the Western price cap
of $60 a barrel, has to become a more
robustarrangement. India had recourse tountapped Rus-
sian supplies after last year’s spike in energy prices. Its
degrees of freedom have diminished as prices resume
their climb.

Inflationhasremained elevated despite a2.5-percentage-
pointincrease in the Reserve Bank of India’spolicy inter-
estrate in2022-23. The Opec-plusdecision will haveabear-
ingon RBI's interest-rate trajectory. Fiscal slippage on ac-
countof higherfood andfertiliser subsidies in 2022-23 was
arrested by tax revenue buoyancy. A further slide this fis-
calcould make deficit management trickier. The current
accountdeficit(CAD)that wasrecoveringfrom theenergy
shock is headed for further stress. Keeping pump prices
subdued affects the balance sheet of oil marketing com-
panies. Ontheflipside, expensive oil provides an impetus
forIndia’s energy transition.
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BoB stops clearing payment

forabove-cap Russian oil

. NIDHI VERMA
i New Delhi, & April

© Bank of Baroda has stopped
i clearing payments for Russian
oil sold above the price cap set
i by the West from this month,
i three sources with direct
i knowledge of the matter said,
¢ a move that could expedite
i transition to a rupee trade
i mechanism.

Some Indian refiners were
: paying in the United Arab
i Emirates (UAE) dirham cur-
i rency for Russian low-sulphur
¢ crude priced above the $60 a
. barrel cap using Bank of
i Baroda, mainly to Dubai-
i based traders, sources said.

i The Group of Seven econ-
omies, the European Union
i and Australia, set the price cap
i late last year to bar Western
¢ services and shipping from
. trading Russian oil unless sold
i at an enforced low price to
i deprive Moscow of funds for
. its Ukraine war.

: “Bank of Baroda is
i extremely cautious in settling
i payments for Russian oil
' bought (at levels) above the
price cap,” one of the sources

said. “They have told us no for
settling payments for above-
cap barrels,” the person said.

The state-run lender told
refiners last month that it
would not settle payment
from Russian barrels bought
above the price cap, the three
sources said.

Bank of Baroda did not
respond to requests for

$60 a barrel in recent weeks,
could breach the price cap due
to a sharp spike in global oil
prices triggered by Sunday's
OPEC+ decision to cut output.
Some refiners, mainly pri-
vate operators, have been
clearing payments in dirhams
for Russian crude through pri-
vate lender Axis Bank, sources
told Reuters last month.

comment from It was not clear if Axis
Reuters. Bank had also

Before the A stopped settling
Ukraine 000 ol S — trades for Russian

Indian refiners

rarely bought oil

from Russia due
to higher freight
costs.

After western
sanctions on Moscow
for its invasion of UKkraine,
Indian refiners have been
gorging on discounted
Russian oil.

Russia has replaced Iraq as
the top oil supplier to India in
the last few months, data from
trade sources showed.

Sources anticipate that
prices of Russian sweet crude
such as Sokol and ESPO
Blend, which was sold near

oil sold above the
price cap.

Axis Bank did
not immediately
respond to Reuters’
request for comment.

Although  Indian
refiners buy Russian oil on a
delivered basis, copies of
invoices reviewed by Reuters
also show shipping charges,
which helps in calculating the
price of crude at Russian
ports.

Sources said that problems
in settling trade for Russian oil
could push sellers to accept
rupee payments, at least for
barrels that exceed the price

cap. “We have neither stopped
nor reduced purchases of
Russian oil after Bank of
Baroda's decision ... we will
consider using rupees to
pay for oil purchased above
the price cap,” another
source said.

India does not recognise
the Western price cap on
Russian oil, a senior oil mini-
stry source said last month.

Settlement mechanism

India set up a mechanism to
settleits international trade in
rupees last vyear. Some
Russian banks later opened
vostro accounts with banks in
India to facilitate rupee trade.

The mechanism has not
yet started given the lack of
Russian appetite for rupees
and India’s trade deficit with
Moscow. However, during a
visit last week to India, Igor
Sechin, chief executive of
Russian oil major Rosneft, dis-
cussed ways to expand
cooperation with India across
the hydrocarbons value chain,
including the possibility of
making payments in national
currencies. REUTERS
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BoB stops clearing payment for above-cap Russian crude oil

Reuters

feedback@livemint com

ank of Baroda has
B stopped clearing pay-
ments for Russian oil
sold above the price cap set by
the West from this month,
three people with direct knowl-
edge of the mattersaid, amove
that could expedite transition
toa rupee trade mechanism.,
Some Indian refiners were
paying in United Arab Emirates
dirham for Russian low-sul-
phurcrude priced above S60 a
barrel cap using Bank of Bar-
oda, mainly to Dubai-based
traders, the people said.
The Group of Seven econo-

mies, the European Union and
Australia, set the price cap late
last year to bar Western servi-
cesand shipping fromtrading
Russian oil unless sold at an
enforced low price to deprive
Moscow of funds forits Ukraine
war.

“Bankof Baroda isextremely
cautious in settling payments
for Russian oilbought (at levels)
above price cap,” one of the
persons said.

“They havetold usnoforset-
tling payments for above-cap
barrels,” the person said.

The state-run lender told
refiners in March thatit won't
settle payment from Russian
barrels bought above price cap,

= a0

Before the Ukraine war, Indian refiners rarely bought oil from

Russiadue to higher freight costs.

the three people said.

Bank of Baroda did not
respond to requests for com-
ment from Reuters.

Before the Ukraine war,

AFP

Indian refiners rarely bought
oil from Russia due to higher
freight costs.

After Western sanctions on
Moscow for its invasion of

Ukraine, Indian refiners have
been gorging on discounted
Russian oil.

Russia has replaced Iraq as
the top oil supplier to India in
thelast few months, data from
trade sources showed.

The people anticipate that
prices of Russian sweet crude
such as Sokoland ESPO Blend,
which wassold near$60a bar-
rel in recent weeks, could
breach the price cap due toa
sharp spike in global oil prices
triggered by Sunday’s OPEC+
decision to cut output.

Some refiners, mainly pri-
vate operators, have been
clearing payments in dirhams
for Russian crude through pri-

vate lender Axis Bank, people
said last month, It was not clear
if Axis Bank had also stopped
settling trades for Russian oil
sold above price cap.

Axis Bank did not immedi-
ately respond to Reuters’
request forcomment.

Although Indian refiners
buy Russian oil on a delivered
basis, copies of invoices
reviewed by Reuters also show
shipping charges, which helps
in calculatingthe price of crude
at Russian ports,

People said problemsin set-
tlingtrade for Russian oil could
push sellers to accept rupee
payments, at least for barrels
that exceed price cap.
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Centre slashes windfall
tax on crude oil to nil

Reduces levy on diesel
1o 50 paise per litre

SHRIMI CHOUDHARY & SUBHAYAN CHAKRABORTY
New Delhi, & April

he Centre hasslashed special addi-

tional excise duty, commonly

known as windfall tax, on domes-
tically produced crude oil to nil from
33,500 a tonne, effective from April 4,
according to a notification on Tuesday.

Further, it has reduced the levy on
diesel to 50 paise per litre from 1.

This means crude oil, aviation turbine
fuel (ATF), and petrol will not attract
windfall tax.

The move is expected to give signifi-
cant relief to top fuel exporters like
Reliance Industries, and oil explorers like
Oil and Natural Gas Corporation (ONGC).
The decision was taken after a detailed
review of global crude oil prices, a gov-
ernment official told Business Standard.

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

Windfall tax is a special tax imposed
by a government on a company or indus-
try when it makes unanticipated gains,
termed windfall profits.

Applauding the decision, a petroleum
and natural gas ministry official said it
would encourage higher domestic pro-
duction of crude oil, which hasbeen a key
focus of the government.

The official stressed the levy on locally
produced crude oil had been systemati-
cally broughtdown in line with changing
global prices over the past few months.
This has happened after state-owned

STORY SO FAR

M In June 2022, the oil minister indicated
that windfall tax may be levied

M On July 1 last year, the government
imposed tax of ¥6/litre on ATF and petrol
exports; and ¥13/litre on diesel exports

M The government said it will review
the levy every fortnight, depending on
global prices

W Windfall tax rates revised multiple
times in the past year

B |ast month, the levy on domestic
crude oil was reduced from 4,400 per
tonne to 3,500

B From now on, crude, ATF & petrol will
not attract any windfall tax

refiners such as Indian Oil Corporation
informed the Centre of their shrinking
realisations as global prices have cooled,
he said.

India aims to have 1 million square km
under crude oil and natural gas explo-
ration by 2030 in order to meet rising
domestic demand for hydrocarbons. A
series of policy changes has also sought
to incentivise more domestic production
of crude oil.

Notably, in the last review, the levy on
domestic crude oil was reduced from
34,400 per tonne to 33,500. The official,
however, indicated the levy might come
back if global prices remained elevated
over the next few weeks.

The levy on ATF had been reduced to
nil on two occasions last year, but was
raised later, he said.

Brent crude oil prices rose to $84 per
barrel on Monday after the Opec+ group
announced asudden production cut over
the weekend. It hovered around $85.5
around midday on Tuesday, as of the time
of writing this report.

India first imposed windfall profit tax
in Julylast year, joining a growing number
of nations that taxed super-normal profits
of energy companies.

“The withdrawal of windfall tax,
except the reduced levy on diesel, is a
cheer for oil-producing companies. Since
it’s a levy, windfall tax made its impact
on the oil companies’ economics and, for
the large part, this levy has been debat-
able despite it being arguably a positive
step in net-zero journey for a nation like
India,” said Sumit Singhania, partner,
Deloitte India.
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Crude windfall tax cut to
nil; may return as oil rises

HT Correspondent

letters@hindustantimes.com

NEW DELHI: The government
has slashed windfall tax on
domestically produced crude
oil to zero for the first time
since it was levied on July 1,
2022 due to softening of aver-
age international oil prices in
its fortnightly review, two offi-
cials familiar with the develop-
ment said on Tuesday, adding
that the levy could be reim-
posed if international oil prices
rise.

The windfall tax was cut to
nil because the average crude
oil price fell sharply in the pre-
vious fortnight. But, interna-
tional crude prices have soared
again after the Organisation of
the Petroleum Exporting Coun-
tries (OPEC) and its allies such
as Russia (together called
OPEC+) pledged to cut output
from next month to keep oil
prices artificially high. If prices
rise, the levy will automatically
be restored, the officials said,
requesting anonymity.

The government adjusts the
levies twice a month by align-
ing them to global oil price
movements.

According to the industry,
windfall tax will get triggered
again for domestic upstream
firms if their oil price realisa-
tion surpasses about 75 per
barrel. The windfall tax was
levied on petroleum items -
domestically produced crude,
and exports of petrol, diesel

The levy was cut in line with the softening trend seenin
international oil prices in the second half of March.

and aviation turbine fuel - on
July 11ast year to offset the bal-
looning public expenditure on
fuel, food and fertiliser subsi-
dies after domestic oil produc-
ers and refiners were seen
making abnormal profits due
to price volatility in interna-
tional markets because of the
ongoing geopolitical turmoil.
According to officials, effec-
tive from Tuesday, the windfall
tax on indigenous crude is
reduced from 33,500 per tonne
to zero and the levy on exports
of diesel has been halved to Rs
0.5 per litre. The move would
benefit upstream companies
such as state-run Oil and Natu-
ral Gas Corporation (ONGC)

MINT

and Oil India Ltd. The levies on
exports of petrol and aviation
turbine fuel (ATF) remain
unchanged at zero.

One of the officials cited
above said global oil prices are
volatile, hence in all probability
the government will keep
windfall tax as a cushion
against any spike. “Crude oil
prices have again started ris-
ing,” he said pointing at the
decision of OPEC+ to cut output
that saw the benchmark Brent
crude surge over $5 (6.3%) to
$84.93 a barrel on Monday
while the West Texas Interme-
diate (WTI) crude jumped to
$80.42 a barrel with a gain of
$4.75
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Crude windfall tax

cut to nil, but may
return as oil rises

Rituraj Baruah & Saurav Anand
riti]réj.baruah@llibemint-.coi'n y
NEW DELHI

he Union government
Ton Tuesday cut the

windfall tax on selling
domestic crude oil to zero
from 33,500 per tonne after
crude prices fell in March.
However, the duty could make
a comeback in subsequent
reviews, given that Sunday’s
Opec+ decision to cut produc-
tion has lifted prices again.

The government also
halved the export duty on die-
sel to 50 paise per litre from Re
L. Thelevies on the export of jet
fuel and petrol continue to be
nil. The duty cut comes after
Brent crude fell below $§75 per
barrel in March on fears
around the banking crisis in
the West and itseconomic fall-
out.

The windfall tax was first
imposed on 1 July 2022 as
crude prices soared after the
Russian invasion of Ukraine,
fetching large profits for oil
producers. Itis reviewed every
fortnight based on average oil
prices in the previous two
weeks. This is the 18th fort-
nightly revisionofthe windfall
tax, technically called a special
additional excise duty (SAED).
Earlieron 20 March, the gov-
ernment had reduced the
windfall tax on crude to

Major relief
The price trend was
relatively steady on Tuesday

Brent crude price trend
Price ($/bbl)

IRy

80
Apr 2022 4 Apr 2023
Source: Trading Economics
SARVESH KUMAR SHARMA/MINT

33,500 per tonne from Rs
4,400 per tonne.

However, the duty relief
may not last long since crude
oil prices have rebounded
after Opec+, the alliance of the
Organization of the Petroleum
Exporting Countries (Opec),
and non-Opec oil-producing
countries decided to further
cut production by 116 million
barrels per day. Experts said
the tax may be reimposed in
the next review.

Sabyasachi Majumdar, sen-
ior vice-president and group
head of corporate ratings at
ICRA, said: “There wasa mod-
eration in crude oil prices
closer to the last revision in
SAED on 21 March 2023,

TURNTO PAGE 6
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Govt cuts windfall
tax on crude oil

FROM PAGE 1

hence the reduction in the
duty. However, crude oil pri-
ces have jumped since the
Opec+ announcement of ad di-
tional production cuts of 1.16
million barrels per day. Hence,
the SAED can be expected to
increase inthe nextrevision if
the crude prices remain ele-
vated.”The government has so
far collected around 40,000
crore in windfall taxes so far,
Majumdar estimated.

Sumit Singhania, a partner
with Deloitte India, said:
“Withdrawal of windfall tax,
except the reduced levy on
diesel, is certainly a cheer for
oil producing companies.
Since itsfirst levy in July 2022,
the windfall tax has made its
impact felt on the oil compa-
nies’ economics and for the
large part, this levy has been
debatable despite it being
arguably a positive step in the
net-zero journey for a nation
like India.”

“For now, the oil-producing

companies can heave asigh of
relief, but for how long would
remain up forspeculation,” he
said.At the time of writing this
report, the June contract of
Brent onthe Intercontinental
Exchange was at $85.58 per
barrel,up 0.77% from its previ-
ousclose. The May contract of
West Texas Intermediate
(WTD rose 0.88% to $81.13 a
barrel. The price trend wasrel-
atively steady on Tuesday after
a5%-plus surge on Monday.
Analysts said Opec’s total
production cut of 3.2 million
barrels perday may take crude
oil prices back above $100.
Prashant Vasisht, vice-pres-
ident and co-head for corpo-
rate ratings at ICRA, said the
additional production cut by
the major oil exporting coun-
tries could fuel inflationary
pressures on the economy.
Since imports contribute to
around 85% of the total
demandin India, the increase
in crude prices increases the
import bill and weakens the
rupee against the dollar.
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Govt slashes windfall gains tax
on domestic crude oil to nil

ENSECONOMIC BUREAU
NEWDELHI APRIL 4

THEGOVERNMENT has slashed
windfall gains tax on domestic
crudeociltonil fromRs 3,500 per
tonne, while halving the levy to
50 paise per litre on diesel ex-
ports from Tuesday, as pernoti-
fications issued by the finance
ministry.

The levies onexport of avia-
tion turbine fuel (ATF }and petrol
continue to be nil. This is the 18th
fortnightly revision of the duties,
which were firstimposed on July
1, 2022, At the time, the taxon
domestic crude oil ranslated to
about $40 per barrel.

The reduction in levy ondo-
meestic crude isbeing seenas a

'lhls is the first instance
of the tax ondomestic
crude, which is in form
of special excise duty,
being reducedto zero

result of the fall in global il
prices over the preceding fort-

night. This isthefirstinstance of

the tax on domestic crude,
which is in the form of special
additionalexcise duty, being re-
duced to zero. This cut comes as
a positive for upstream oil com-
panies like Oil and Natural Gas
Corporation and Qil India.
Thereductionintax ondiesel
exports is a positive for major
fuel exporters like Reliance

Industries and Nayara Energy.

Technically, reducing the
duty tozero does not mean that
the levy has been scrapped or
abolished.

The provision forthese duties
still remainsandifoil pricesand
fuel margins in the international
market rise notably, the govern-
ment could hike the windfall
taxes,

In fact, the levy on ATF ex-
ports was reduced to nil on two
occasions—August 3 and
October 2, 2022. But in subse-
quent revisions, the dutywasin-
creased. If the rise in oil prices
witnessed over the past couple
of days sustains over the fort-
night, the levy on domestic
crude is likely to be hiked in the
next revision,
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India’s crude oil imports from
Russia averaged 1 mbd in FY23

BIG BUYER. ‘Surpassed China as Russia’s largest seaborne crude oil buyer in Dec 2022’

Rishi Ranjan Kala
New Delhi

India on an average imported
almost 1 million barrels per
day (mbd) of crude oil from
Russia in FY23, becoming
the largest buyer of the
seaborne commodity, sur-
passing China.

According to the energy
intelligence firm Vortexa, In-
dia, imported a record 1.65
mbd in March 2023, the
fourth consecutive month it
took the top spot.

CRUDE OIL PURCHASES
Aback of the envelope calcu-
lation of India’s crude oil
purchases during FY23 from
Russia, as per Vortexa data,
shows that on an average the
contract size was 999.817.3
barrels per day (bpd). In
FY23 till February, India’s
total crude oil imports stood
at 211.6 million tonnes (mt)
worth $146.6 billion,

Russia, which accounted
for less than 2 per cent of In-
dia’s imports till February
2022, now has a share of
more than 35 per cent. In

i o |

MOPPING up gTDCKS. March was the fourth consecutive

month of India taking the top spot as buyer

comparison, it imported
212.4 mt of crude oil worth
$120.7billion in FY22.

The second half of FY23
witnessed a  significant
growth in supplies with car-
goes surpassing 1 mbd from
December 2022 onwards.
Barring April 2022 (269,634
bpd) and June (945,296.5
bpd), the crude supplies
between  April-November
2022 stood in the range of
730,000 to 930,000 bpd.

IMPORTS TO CONTINUE
A senior government official
said India will continue to

purchase crude oil from Rus-
sia, and “other markets” and
is always “exploring a better
deal”.

“Till the price cap is not
disturbed, there is no issue
with imports from Russia.
We will continue it. With the
OPEC+ production cuts, it
becomes more important for
India to secure affordable
and assured supplies to
shield the oil marketing com-
panies (OMCs) who have to
endure under recoveries to
shield the citizens from high
prices,” the official added.

Analysts expect the rela-

tionship to continue in FY24
as Russia is offering dis-
counts, mainly on the Ural
grade, which is helping shore
up the financial profile of oil
marketing companies
(OMCs), which have not
raised retail prices of petrol
and diesel since April 6, 2022
as the government intends to
tame inflation.

ICRA’s Vice President &
Co-Group Head (Corporate
Ratings) Prashant Vasisht
said, “Indian imports of Rus-
sian crude oil have increased
substantially in FY23 vis-a-
vis earlier years due to the
discount on landed cost
basis.”

Going forward, he said, In-
dia would continue to max-
imise imports of Russian
crude in FY24 as well. The
discounts on Russian crude
were in the range of $10-15
per barrelin FY23.

Vashisht said, “The dis-
counts are likely to continue,
given the price cap and em-
bargo on Russian energy im-
ports by G-7 and EU. Accord-
ingly, India would continue
to maximise Russia crude oil
purchases.”
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Oil stable, mkts weigh Opec+ cuts

Russian crudemay shield
Indiafrom priceshocks

RISING DEPENDENCE "~

REUTERS
Houston, &4 April

Oil prices were little changed in choppy trading
on Tuesday as investors debated the Organization
of the Petroleum Exporting Countries and allies
(Opec+) plans to cut more production and weak
economic data from the United States and China
that could hurt oil demand.

Brent crude futures were down 30 cents, or
0.3 per cent, to $84.63 a barrel by 11:05 am ET
(8.35 PM IST). US West Texas Intermediate (WTI)
crude futures traded at $80.19 a barrel, down 23
cents, or 0.2 per cent.

“While the price action in crude is impres-
sive, we will need to see demand hold and grow
to push crude into the upper $80’s,” said
Dennis Kissler, senior vice president of trading
at BOK Financial.

Both benchmarks jumped by more than 6%
on Monday after the Opec+, rocked markets with
an announcement of voluntary production cuts
of 1.66 million barrels per day (bpd) from May
until the end of 2023.

The latest pledges bring the total volume of
cuts by Opec+ to 3.66 million bpd, including a
2 million barrel cut last October, equal to about
3.7 per cent of global demand.

The Opec+ production curbs led many ana-
lysts to raise their Brent oil price forecasts to
around $100 per barrel by year-end.

Goldman Sachs lifted its forecast for Brent to
$95 a barrel by the end of this year, and to $100
for2024.

However, a slump in US manufacturing activ-
ity in March to its lowest level in nearly three
years, and weak manufacturing activity in China
last month raised demand concerns.

Investors also worried about higher costs for
businesses and consumers, raising fears an infla-
tionary hit to the world economy from rising oil
prices will result in more interest rate hikes.

Market watchers have been trying to gauge
how much longer the US Federal Reserve
may need to keep raising rates to cool inflation,
and whether the US economy may be headed for
a recession.

Dated Brent is the world’s most important oil
benchmark, used to set prices of more than two-
thirds of crude oil in the world. Oil-producing
states often sell their barrels at small premiums
or discounts to “Dated,” as it’s known in the
industry. The benchmark serves as an indicator
of the physical market for crude and acts as an
anchor for Brent futures traded on exchanges.

On Sunday, a group of countries
from the Opec+ alliance announced a surprise
oil production cut of more than 1 million barrels
a day, sending a shock wave through the global
oil market.

Crude oil imports from Russia
(mn barrels per day)

SUBHAYAN CHAKRABORTY
New Delhi, & April

Indian refiners would continue tosource
Russianoil atdiscounts negotiated earlier.
This would negate the impactofthe over1
million barrels per day crude oil
production cutannounced by the Opec+
group of nations, government officials said
on Tuesday.

Indian refiners have been assured of
uninterrupted crude supplies at the
existing rates for now, theysaid. “There
were alotof reports of changes in India’s
buying patterns after the global price cap
took hold. But Indian refiners have
continued benefiting from favourable
purchase agreements,” asenior
official said.

Russia was the largest source of crude
oil for India for the sixth straight month
in March, supplying 35 per centof all
crude oil imports, accordingto London-
based commodity data analytics
provider Vortexa, which tracks ship
movements to estimate imports.

Indiaimported an all-time high 0of1.64
millionbarrels per day (bpd) from Russia
in March, up from 1.6 million bpd in
February, 1.4 million bpd in January and 1
millionin December, according to Vortexa.

However, imports from Russia have
grown ataslower pacein recent months.
Industry executives attributed this to
Indian refiners findingitdifficult to payin

{ Jan | Feb | Mar
i3 i3 m

Source: Vortexa

currencies other than the US dollar, as
demanded by Russia afteritwas hitby
international sanctions.

“Theseissues are now being resolved.
Talks onsmoothening the rupee trade
mechanism arealso happening.
Consequently, volumes from Russia may
goupeven further,” asenior executive
from a major state-owned oil marketing
company said. Russianbanks have
reportedly been wary of an excess of
Indian rupee pilingup with them as
Russian imports from India remain
significantly lower than Indianimports
from the country.

As part of the latest Opec+decision,
Moscow said itwould extend an earlier
voluntary production cut of 500,000
barrels per day (bpd), until the end of2023.

Officials refused tocomment on the
sudden change in global oil prices, saying
the government will adopt a wait-and-
watch modeon the issueatatime when the
global geopolitical climate remains
volatile. But people in the knowsaid the
possibility of a hike in pump pricesinIndia
have notbeen discussed by the
government till now.

Brent crude prices rose to $84 per barrel
onMonday after the Opec+ group of
nations announced asudden production
cutover the weekend. For India, every
$1perbarrelincrease in crude oil prices
will have animpacton its currentaccount
deficitby around $1billion.
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ONGO stepping up $7 billion

drive to boost production_

PT1/ New Delni

State-owned Oil and Natural Gas
Corporation (ONGC) is stepping
up a $7 bn investment over the
next 34 years to reverse years of
decline in oil and gas production,
company's director for produc-
tion Pankaj Kumar said.

Up to 24 field development, en-
hanced oil recovery (EOR) and
improved oil recovery (IOR) proj-
ects are currently in progress
that will further help reverse the
declining trend in oil and gas
production.

"Most of our fields are old
where natural decline has set in.
But we are heavily investing in
technology to raise recovery as
well as tap isolated reservoirs,”
he told PTL

ONGC is investing $5 billion-
plus in development of the Clus-
ter-Il region of its flagship KG-
DWN-98/2 asset in the Krishna
Godavari basin offshore India's
eastern coast,

It also has multiple field devel-
opments in the west coast region,
including a planned fifth phase
of redevelopment of Mumbai
High along with the develop-
ment of neighbouring fields like

-

Daman, he said, adding these on-
going projects involve an invest-
ment of Rs 60,000 crore (more
than $7 billion) over next three-
four years.

"We are investing in multiple
enhanced oil recovery (EOR) and
improved oil recovery (I0R) proj-
ects," he said.

"In fiscal year ending March
31, we managed to arrest the de-
cline in output after five vears
and from current fiscal, we will
see production rising.”

ONGC is likely to see output
rise from 19.6 mn tonnes in 2022-
23 to 21.2 mn tonnes in current
fiscal (April 2023 to March 2024)
on a standalone basis. Natural
gas output is projected to rise
from 20.6 bn cubic meters in 2022-
23 to 23.5 bem in the current fis-
cal. India imports 85% of its
crude oil requirements and
about half of its natural gas
needs.
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ONGC stepping up $7 bn drive
over next 3-4 yrs to boost output

Up to 24 field development, enhanced oil recovery (EOR) and
improved oil recovery (IOR) projects are currently in progress

OUR CORRESPONDENT

NEW DELHI: State-owned
Oil and Natural Gas Corpora-
tion (ONGC) is stepping up a
$7 billion investment over the
next three-four years to reverse
years of decline in oil and gas
production, company’s director
for production Pankaj Kumar
said.

Up to 24 field development,
enhanced oil recovery (EOR)
and improved oil recovery
(IOR) projects are currently in
progress that will further help
reverse the declining trend in
oil and gas production.

“Most of our fields are old
where natural decline has set
in. But we are heavily investing
in technology to raise recov-
ery as well as tap isolated res-
ervoirs,” he said.

ONGC is investing $5 bil-
lion-plus in development
of the Cluster-II region of
its flagship KG-DWN-98/2
asset in the Krishna Godavari
basin offshore India’s eastern
coast.

It also has multiple field
developments in the west coast
region, including a planned
fifth phase of redevelopment
of Mumbai High along with
the development of neighbour-
ing fields like Daman, he said,

adding these ongoing proj-
ects involve an investment of
Rs 60,000 crore (more than $7
billion) over the next three-
four years.

“We are investing in mul-
tiple enhanced oil recovery
(EOR) and improved oil recov-
ery (IOR) projects,” he said. “In
the fiscal year ending March
31, we managed to arrest the
decline in output after five years
and from the current fiscal we
will see production rising.”

ONGC is likely to see out-
put rise from 19.6 million
tonnes in 2022-23 to 21.2 mil-
lion tonnes in the current fis-
cal (April 2023 to March 2024)
on a standalone basis. Natural
gas output is projected to rise

-4

from 20.6 billion cubic meters
in 2022-23 to 23.5 bcm in the
current fiscal.

India imports 85 per cent
of its crude oil requirements
and about half of its natural gas
needs. Crude oil is refined to
produce fuels like petrol and
diesel while gas is used to gen-
erate electricity, produce fer-
tiliser and turned into CNG
for running automobiles and
piped into household kitchens
for cooking.

Foreign exchange outgo on
oil and gas imports has been a
big drain on the Indian econ-
omy and Prime Minister Nar-
endra Modis government has
been pushing to cut imports
through greater domestic

exploration and production.

India’s domestic crude oil
and natural gas production has
been dwindling in recent years
and ONGC is under pressure
from the government to boost
its oil output and reverse the
trend.

Western Coast

On the western coast,
ONGC’s main producing assets
of Mumbai High, Neelam and
Heera and Bassein & Satellite
sit in the Arabian Sea. These
assets are currently producing
41.5 million cubic meters a day
(mmscmd) of gas and about
280,000 barrels per day (bpd)
or 14 million tonnes of oil per
annum.

Kumar said some of the
key developments being tar-
geted by ONGC on the western
coast region include additional
developments of the Ratna & R
Series and North Tapti fields as
well as development of upside
potential of Daman field and
development of Cluster 9,
BS-17 field, MB-0SN-2005/1
and four contract area that the
company got in recent discov-
ered field licensing round.

The Mumbai High asset is
ONGC’s largest oil-producing
offshore asset and has been pro-
ducing for nearly five decades.
The company is currently exe-

cuting the fourth phase of its
redevelopment which will get
over in May 2023.

“We are working on the
fifth phase of Mumbai High
redevelopment that will add
12,500 barrels per day of peak
production,” he said.

Daman Upside Develop-
ment would add 6 mmscmd
of gas and 4,200 barrels of oil
per day.

Eastern Developments

On the east coast, ONGC’s
main asset is Block KG-
DWN-98/2 (KG-D5). It is
currently developing oil and
gas discoveries in what is
called Cluster-11 of the block.
The field has already started
producing gas and it is being
ramped up in phases. This proj-
ect is expected to contribute
about 12 mmscmd of gas and
up to 45,000 barrels per day of
oil at peak.

ONGC is looking to
develop the Cluster 1 project
in block, he said.

The firm has a few more
projects lined up on the East
Coast which are under the
advanced stage of studies and
conceptualisation. And with all
these, he sounded that signifi-
cantly good gas and oil num-
bers are expected from the East
Coast as well.
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ONGC stepping up $7-b
drive to boost output

New Delhi: ONGCis steppingup a
$7-billion investment over the
next three-four years to reverse
years of decline in oil and gas
production, company’s director
for preduction Pankaj Kumar
said. Up to 24 field development,
enhanced oil recoveryand
improved oil recovery projects
are currently in progress help
reverse the declining trend in il
and gas production. en



ONGC TO INVEST
$7B T0 BOOST
0IL PRODUCTION

New Delhi, April 4: State-
owned Oil and Natural
Gas Corporation (ONGC)
is stepping up a $7 billion
investment over the next
three-four  years to
reverse vears of decline
in oil and gas production.
company’s director for
production Pankaj
Kurmnar said,

Up to 24 field develop-
ment, enhanced oil recov-
ery (EOR) and improved
oil recovery (IOR) proj-
ects are currently in
progress that will further
help reverse the declining
trend in oil and gas pro-
duction, “Most of our
fields are old where natu-
ral decline has set in. But
we are heavily investing
in technology to raise rec-
overy as well as tap isolat-
ed reservoirs,” he said.

ONGC is investing USD
5 billion-plus in develop-
ment of the Clusterll
region of its lagship KG-
DWHN-98/2 asset in the
Krishna Godavari basin
offshore India's eastern
coast.

It also has multiple field
developments in the west
coast region, including a
planned fifth phase of
redevelopment of Mum-
bai High along with the
development of neighbo-
uring fields like Daman,
he said, adding these
ongoing projects involve
an investment of 60,000
crore over the next three-
four years. —PTI
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Rising crude prices, tax cuts
may not help oil producers

Analysts are not enthused considering the frequent revisions in windfall taxes

Ujval ja
ujjval j@livemint.com
NEW DELHI

hile the central gov-
ernment’s decision
to withdraw windfall
taxes on local crude
oil could be positive
forupstream oil producers such as Oil
and Natural Gas Corp. Ltd (ONGC) and
Oil India Ltd (OIL), analysts are wary.

The government on Tuesday slashed
windfall taxes on domestic crude oil to
zero from 33,500 atonne ($5.8abarrel
carlier).

The special additional excise duty
(SAED) on diesel has also been cut to
0.5alitre, including cess, compared to
Rl alitre earlier, while those on ATF and
petrol remained unchanged.

The revision typically takes place
every fortnight.

On 4 April, the government took into
consideration declining crude price
during the fortnight ended 1 April to
arrive at the decision. However, con-
sidering that oil pricesstarted moving
up yet again from Monday, the wind-
fall taxes may be reinstated if prices
continue to rise further.

Commenting on the latest revision in
special additional excise duty, Sab-
yasachi Majumdar, senior vice-
presidentand group head of rating
agency, ICRA Ltd, said there wasa
moderation in crude prices closer
to the last revision in SAED on 21
March, hence the reduction in
duty. However, crude prices

from 3,500 a tonne

enthused on an earnings upside forthe
domesticoil producers, despite arise in
crude oil prices.

Following production cuts of L6 mil-
lion barrelsa day announced by several
OPEC-plus countries, led by Saudi Ara-
bia, and 500,000 barrels per day cut by
Russia, (ora total of around L.6million

CRUDE prices rose THE windfall taxes
since the OPEC-plus ~ may be reinstated if
announced more crude oil prices
production cuts of continue to surge
116 mnbarrels/ day  further.

The government on Tuesday slashed windfall taxes on domestic crude oil to zero

REUTERS

Prabhudas Lilladher, said Indian oil
producers may not see a substantial rise
innetrealizations, as the windfall taxes
may eventually take away alarger por-
tionof their incremental profits.
Kotak Institutional equities analysts
said: “For upstream companies, there
will not be any benefit from higher oil

LIMITED UPSIDES

INDIAN oil NET realizations for
producers may not OIL and ONGC was
seeasubstantialrise  at$77-78 abarrelin
innet realizations, the third quarter
experts said despite high prices

revision of windfall taxes, Yogesh Patil
senior analyst, Centrum Broking Ltd,
said ONGC’sand OIL's net realization
on thesale ofcrude will be in the range
0f $75-78 barrel till the next revision.

Windfall profit taxes were imposed
by the Centre on 1July 2022, following
the super normal profits being earned
by oil and gas producersand exporters
duringa high crude price environment,
when Brent had crossed $130 a barrel in
June 2022, asthe Russia-Ukraine war
led to supply disruptions.

Thereafter, India joined a growing
numberofcountries taxing supernor-
mal profits of energy firms. The gov-
ernment’s collection from the special
additional excise duty imposed onthe
production of crude oil and the export
of petroleum products from 1 July 2022
is estimated at around 40,000 crore
for FY23, according to Icra.

Meanwhile the likely fall in gas pri-
ces remains a concern for oil and gas
producers. Gasprices for domestically
produced gas (APM Gas) that see revi-
sions every six months, though, have
not seen any change since 1 April and
will continue at $8.57 per mmbtu (mil-
lion British thermal units) on a provi-
sional basistill further orders.
However, once the recommendation

of the government-appointed gas
price review committee, led by Kirit
Parikh, is implemented within a
fewweeks, it will reduce gasrealisa-
tions for companies, analysts said.
The panel suggested that the
monthly price of gas produced
from old blocks be fixed at 10% of

jumped since the OPEC-plus
announced additional production cuts
of 116 million barrels per day. There-
fore, SAED can be expected to increase
in the next revision if the crude prices
remain elevated, Majumdar added.
Considering the frequent revisions
inwindfalltaxes, analystsare not much

barrels a day) Brent crude, which was
trading at sub-$80 a barrel levels on
Sunday, suddenly spiked to around $86
per barrel.
Asection ofexpertssaid crude prices
could eventouch$95 a barrel levels,
However, Avishek Datta, analyst at

prices, as windfall taxes limit oil price
realization toabout$75abarrel.”

Net realizations for OIL and ONGC
was at $77-78 a barrel in Q3 and despite
the rise in crude prices and cutin wind-
fall taxes, analystsexpected net realiza-
tions to remain flat. On the fortnightly

the monthly average of the Indian
crude basket, with a cap of $6.5 per
mmBtu and a floor price of $4 per
mmbBtu.

Analystsmaintained that incremen-
tal earningsofupstream producers will
depend mostly on the rise in produc-
tion volumes from hereon.
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Windfall levy on domestic crude now nil,
cut to X0.50/1 on diesel meant for export

Shishir Sinha
MNew Delhi

The Finance Ministry has
slashed the windfall levy on
domestically produced crude
oil to nil, while reducing it on
diesel. The revised levy is ef-
fective as of April 4.

Though the levy has been
reduced onaccountofafallin
prices during the last month,
it could temporarily consider
a rise in prices following a
production cut by oil produ-
cing countries this week.

According to a notifica-
tion, windfall levy, technic-
ally known as Special Addi-
tional Excise Duty (SAED),
will now be nil as against
3,500 per tonne earlier.

This will benefit compan-
ies such as ONGC. SAED is
not applicable to entities
whose annual crude oil pro-
duction is less than 2 million
barrels in the previous finan-
cial year. Meanwhile, taking

»

7
-

Windfall levy
will now be nil
as against
X3,500 per tonne
carlier

note of the fall in product
prices, the Ministry has hiked
the windfall levy on diesel for
exportto0.50 alitre from1
a litre, Reliance Industries
and Rosneft-backed Navara
Energy are primary exporters
of fuel

India first imposed wind-
fall profit taxes last July, join-
ing a number of nations that
tax super normal profits of
energy companies. At that
time, export duty of I6 per
litre ($12/bbl) was levied on
petrol and ATF, and 13 a
litre ($26/bbl) on diesel. A
23,250 per tonne ($40/bbl)
windfall profit tax on do-
mestic crude production was
also levied.

The government levies a
tax on windfall profits from
oil producers on any price
above a threshold of $75 per
barrel. According to the Fin-
ance Ministry, the data for
Special Additional Excise
Duty (SAED) on production
of crude oil are not main-
tained separately.

The collection of SAED,
for the current financial year,
is estimated at ¥25,000 crore
from the production of crude
oil and export of petrol,
diesel and aviation turbine

fuel.
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Windfall tax
on crude nil,
export levy on
diesel halved

Times NEws NETWORK

New Delhi: The government
has pared windfall gains tax
on domestic crude to nil from
Rs 3,500 per tonne and halved
export tax on diesel to 50 paise
perlitreon deferred impact of
softening in international ra-
tes of both in thelast15days.

This is the first time since
July 2022, when the windfall
tax was imposed, that domes-
tic producers will not have to
pay the additional levy. The
additional tax on crude and
export duty on fuels were im-
posed to suck out super profits
from soaring oil prices caused
by the Ukraine conflict.

Both windfall and export
taxes are adjusted in accordan-
ce with the average price in the
preceding fortnight. So, the
windfall tax will be back or rai-
sed if the voluntary Opec pro-
duction cuts announced on
Sunday keep o0il prices above
$80 a barrel. Similarly, if mar-
gins on refined products rise to
abnormal levels, export tax on
fuels will be raised or reimpo-
sed. The Centre is estimated to
have mopped up Rs 40,000 crore
through the windfall tax. It used
55% of thisamount to subsidise
losses state-run retailers suffe-
red by notraising LPG prices.

The cut in windfall tax will
boost revenue of ONGC and
OIL, while the reduction in di-
esel will be a positive for Reli-
anceand Nayara.
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Windfall tax on
crude oil output
declines to zero

MADHUSUDAN SAHOO
NEW DELHI, APRIL 4

The Centre has cut the
windfall tax on crude oil
to zero from $3,500 a tonne
and halved the tax on
diesel to T0.5 from 1 per
litre as well. This means
that now, petroleum prod-
ucts (ex-diesel) have no
windfall tax. The move of
the government is to keep
the rate in line with soft-
ening international woil
prices. The revised tax
will be effective from
April 4, a government
notification said on late
Monday evening,

The Centre first imposed
the windfall tax in July
last year after oil prices
jumped due to the ongoing
Russia-Ukraine war and
revised it later on a fort-
nightly basis. In its previ-
ous update on Mareh 21,
the government slashed
the windfall tax on domes.
tic erude oil by 2900 to
3,500 per tonne from
24,400 per tonne. As on
April 4, only diesel carries
a windfall tax while cru-
de, ATF and petrol will not
dttract any such levies.

The central government
had mandated that compa-
nies sell the equivalent of
50 per cent of their gaso-
line exports and 30 per

cent of their diesel
exports domestically in
the current fiscal vear to
March 31. The levy was
cut due to the softening
trend seen in internation-
al oil prices in the second
half of March. However,
oil prices have shot up
this month following a
surprise cut in produetion
announced by the produc-
ers' cartel OPEC and its
allies like Russia.

Reliance Industries, whi-
ch operates the world's
largest single-location oil
refinery complex at Jamn-
agar, and Rosneft-backed
Navara Energy are pri-
mary exporters of fuel in
India. The Centre's collec-
tion from the special addi-
tional excise duty
imposed on the produc-
tion of crude oil and the
export of petroleum prod-
ucts is around 40,000
crores in FY2023,
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Windfall tax on crude oil slashed to zero

THE CENTRE HAS slashed thewindfall
tax on domestically produced crude oil
tozeroand has halved thelevyondiesel
meantforexports to 0.5 perlitre,given
the steep fall in crude oil prices. The
windfall tax on crude oilwas ¥ 3,500 per
tonne earlier and that on diesel for
exportswas ¥1 perlitre.

The changes are effective from
Tuesday,according to two separate noti-
ficationsbythe Central Board of Indirect
Taxes and Customs. There is no change
on the tax on exports of aviation turbine

FINANCIAL EXPRESS "ed 3

fuel and petrol, which are exempted
from the levy at present.

Thewindfall taxcould be hikedagain in
the next fortnightly review by the finance
ministry. According to PPAC data, the
Indian basket of crude oilwasat 578.30as
on March 31,202 3. Oil prices had fallento
a15-monthlowlastmonthtowardS7 Oper
barrel following the collapse of Silicon Val-
leyBankand the rescue of Credit Suisse, but
it has begun to surge again after the sur-
prise announcement by OPEC+ that it
would cut cil production by 1.16 million

April 2023

barrels per day. Goldman Sachs has raised
its Brentcrudeprice forecastto $95 perbbl
for December 202 3 fromits earlierforecast
of $90 perbamel. Brent crude oil prices have
alreadyclimberupto $85 perbarrel

The Centrehad imposed special addi-
tional excise duty of ¥23,250/ tonne on
crudeand export taxeson petmol diesel and
ATF at ¥6/ litre, ¥1 3/ litre and 6/ litre,
respectively from July 1, 2022. It subse-
quently removed the tax on petrol The
Centreisseentohave raisedabout $25,000
crore fromthe levylastfiscal and expectsa

meaptoiise https://epaper.financialexpress.com/c/72095895

similar amount this fiscal. Sumit Singha-
nia, Fartner, Deloitte India said itwould be
acheerforoil producingcompanies.”Since
its first levyin July 2022, windfall tax has
madeits impact felton the oil companies’
economicsand for thelargepart thislevy
has been debatable despite it being
arguably a positive step in net zero jour-
neyforanationlike India,"he said,adding
thatfornow,the oil producing companies
can heavea sigh ofrelief,but forhowlong
itwould remain isup for speculation.
-FE BUREAU
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Windfall tax on domestic
crude oil cul to zero

MPOST BUREAU

NEW DELHI: The government has
cut the windfall profit tax on domes-
tically produced crude oil to zero
and halved the levy on the export of
diesel to Rs 0.50 per litre in line with
softening international oil prices,
according to an official order.

The levy on crude oil produced
by companies such as Oil and Nat-
ural Gas Corporation (ONGC) has
been reduced to nil from Rs 3,500
per tonne ($5.8 per barrel), the
order dated April 3 said.

Alongside, the government cut
the tax on the export of diesel to
Rs 0.50 per litre from Re 1, and the
same on overseas shipments of ATF
remains at nil. The new tax rates
come into effect from April 4, the
order said.

The levy was cut in line with
the softening trend seen in interna-
tional oil prices in the second half
of March. However, oil prices have
shot up this month following a sur-

prise cut in production announced
by the producers’ cartel OPEC and
its allies like Russia.

Commenting on the move,
Sabyasachi Majumdar, senior vice-
president and group head — cor-
porate ratings, [CRA Limited, said
there was a moderation in crude
oil prices closer to the last revision
in special additional excise duty
(SAED) on March 21, 2023, hence
the reduction in the duty.

“However, crude oil prices
have jumped since the OPEC+
announcement of additional pro-
duction cutsof  Continued on P4

Windfall tax

1.16 million barrels per day.
Hence, the SAED can be expected
to increase in the next revision if
the crude prices remain elevated,
he said. The tax rates are reviewed
every fortnight based on aver-
age oil prices in the previous two
weeks.

The government’s collection

from the SAED imposed on the
production of crude oil and the
export of petroleum products from
July 1, 2022, is estimated at around
Rs 40,000 crore in FY2023.

Crude oil pumped out of the
ground and from below the seabed
is refined and converted into fuels
like petrol, diesel and aviation tur-
bine fuel (ATF).

India first imposed windfall
profit taxes on July 1 last year, join-
ing a growing number of nations
that tax supernormal profits of
energy companies. At that time,
export duties of Rs 6 per litre ($12
per barrel) each were levied on
petrol and ATF and Rs 13 a litre
($26 a barrel) on diesel.

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

The export tax on petrol was
scrapped in the very first review
and that on ATF was done away
with at the March 4 review.

Reliance Industries Ltd, which
operates the world’s largest single-
location oil refinery complex at
Jamnagar in Gujarat, and Rosneft-
backed Nayara Energy are primary
exporters of fuel in the country.

The government levies tax on
windfall profits made by oil pro-
ducers on any price they get above
a threshold of $75 per barrel.

The levy on fuel exports is
based on cracks or margins that
refiners earn on overseas ship-
ments. These margins are pri-
marily a difference between the
international oil price realised and
the cost.
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Windfall tax on domestic
crude oil cut to zero, on
export of diesel halved

PTIm NEW DELHI

he government has cut the

windfall profit tax on
domestically produced crude
oil to zero and halved the levy
on the export of diesel to Rs 0.50
per litre in line with softening
international oil prices, accord-
ing to an official order.

The levy on crude oil pro-
duced by companies such as Oil
and Natural Gas Corporation
(ONGC) has been reduced to nil
from Rs 3,500 per tonne (USD
5.8 per barrel), the order dated
April 3 said.

Alongside, the government
cut the tax on the export of diesel
to Rs 0.50 per litre from Re 1,
and the same on overseas ship-
ments of ATF remains at nil.

The new tax rates come into
effect from April 4, the order
said.

The levy was cut in line with
the softening trend seen in
international oil prices in the
second half of March. However,
oil prices have shot up this
month following a surprise cut
in production announced by the
producers’ cartel OPEC and its
allies like Russia.

Commenting on the move,
Sabyasachi Majumdar, senior
vice president and group head -
corporate ratings, ICRA
Limited, said there was a mod-
eration in crude oil prices clos-
er to the last revision in special
additional excise duty (SAED)
on March 21, 2023, hence the
reduction in the duty.

“However, crude oil prices
have jumped since the OPEC+
announcement of additional
production cuts of 1.16 million
barrels per day. Hence, the
SAED can be expected to
increase in the next revision if
the crude prices remain elevat-

ed,” he said.

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

The Government’s collec-
tion from the SAED imposed on
the production of crude oil and
the export of petroleum prod-
ucts from July 1, 2022, is esti-
mated at around Rs 40,000
crores in FY2023.

Crude oil pumped out of the
ground and from below the
seabed is refined and converted
into fuels like petrol, diesel and
aviation turbine fuel (ATF).

India first imposed windfall
profit taxes on July 1 last year,
joining a growing number of
nations that tax supernormal
profits of energy companies. At
that time, export duties of Rs 6
per litre (USD 12 per barrel)
each were levied on petrol and
ATF and Rs 13 a litre (USD 26
a barrel) on diesel.

A Rs 23,250 per tonne (USD
40 per barrel) windfall profit tax
on domestic crude production
was also levied.

The export tax on petrol was
scrapped in the very first review
and that on ATF was done
away with at the March 4 review.

Reliance Industries Ltd,
which operates the world’s
largest single-location oil refin-
ery complex at Jamnagar in
Gujarat, and Rosneft-backed
Nayara Energy are primary
exporters of fuel in the country.

The government levies tax
on windfall profits made by oil
producers on any price they get
above a threshold of USD 75 per
barrel

The levy on fuel exports is
based on cracks or margins
that refiners earn on overseas
shipments. These margins are
primarily a difference between
the international oil price
realised and the cost.
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Windiall tax on domestic
crude oil cut to zero, on
export of diesel halved

PTl/ New Delni

The government has cut the
windfall profit tax on domesti-
cally produced crude oil to zero
and halved the levy on the ex-
port of diesel to Rs 0.50 per litre
in line with softening interna-
tional oil prices, according to an
official order.

The levy on crude oil pro-
duced by companies such as Oil
and Natural Gas Corporation
(ONGC) has been reduced to nil
from Rs 3,500 per tonne (USD 5.8
per barrel), the order dated April
3 said.

Alongside, the government
cut the tax on the export of
diesel to Rs 0.50 per litre from Re
1,and the same on overseas ship-
ments of ATF remains at nil.

The new tax rates come into
effect from April 4, the order
said.

The levy was cut in line with

the softening trend seen in inter-
national oil prices in the second
half of March. However, oil
prices have shot up this month
following a surprise cut in pro-
duction announced by the pro-
ducers' cartel OPEC and its al-
lies like Russia.

Commenting on the move,
Sabyasachi Majumdar, senior
vice president and group head -
corporate ratings, ICRA Limit-
ed, said there was a moderation
in crude oil prices closer to the
last revision in special addition-
al excise duty (SAED) on March
21, 2023, hence the reduction in
the duty.

"However, crude oil prices
have jumped since the OPEC+
announcement of additional
production cuts of 1.16 million
barrels per day. Hence, the SAED
can be expected to increase in
the next revision if the crude
prices remain elevated," he said.



ECONOMIC TIMES, Delhi, 5.4.2023

Page No. 7, Size:(7.02)cms X (11.72)cms.

Windfall Tax on Local
Crude Slashed to Zero

Levy halved on diesel exports to 50p/litre

Our Bureau

New Delhi: India Tuesday
cut the windfall profit tax
on domestically produced
crude oil to zero and halved
thelevyon theexportof die-
sel to %0.50 per litre in line
with softening internatio-
nal oil prices.

The levy on crude oil was
been reduced to nil from
%3,500 per tonne ($5.8 per
barrel), according to a noti-
fication issued by the Cen-
tral Board of Indirect Taxes
and Customs.

The government cut the
tax on theexportof diesel to
20.50 per litrefrom 1, and as
much on overseas ship-
mentsof ATF.

The new tax rates come in-
toeffect from April4.

The levy was cut in line
with the softening trend se-
en in global oil prices in the
second half of March.

However, oil prices have
shot up this month following
a surprise cut in production
announced by the producers'

cartel OPEC and its allies
like Russia.

Sabyasachi Majumdar, se-
nior vice president and gro-
up head - corporateratings,
ICRA, said there was a mo-
deration in crude oil prices
closer to the last revision in
special additional excise
duty (SAED) on March 21,
2023, hence the reduction in

the duty.
“However, crude
prices have jum-
ped since the
OPEC+ announcement of
additional production cuts
of 1.16 mbpd. Hence, the SA-
ED can be expected to incre-
ase in the next revision if
the crude prices remain ele-
vated,” he said.

The tax rates are reviewed
every fortnight based on av-
erage oil prices in the pre-
vious two weeks.

The government's collec-
tion from the SAED impo-
sed on production of crude
oil and the export of petro-
leum products from July 1,
2022, is estimated at around
Z40,000 crore in FY23.
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