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The committee’s logic for

proposed gas policy

KIRIT S PARIKH

The main objectives of the gas pric-
ing policy considered by the com-
mittee, which I chaired, were the
following:

B To increase the production of
natural gas in India to meet the gov-
ernment’s target of increasing the
share of natural gas in the primary
energy mix of the country to 15 per
cent by 2030 and also to contribute
to energy security

B To ensure the availability of
natural gas to end users, vulnerable
sectors and sections of society at fair
and affordable costs

B To realise these objectives with
minimum burden on central and
states finances

In doing so, the producers and
distributors must get an adequate
return on their investments.

India uses around 63,000 mil-
lion metric standard cubic metres
(MMSCM) of gas, of which 47 per
cent is imported as liquefied natural
gas (LNG). The share of natural gas
in India’s primary energy mix in
2022-23 was around 6.3 per cent.
Thus, an important question was
how to increase domestic gas pro-
duction. Since exploration and pro-
duction of gas involve a lot of risk
for the investors, they want total
pricing and marketing freedom and
assurance of stable government pol-
icy. Such freedom is already pro-
vided to fields allotted after
February 2019. This is the goal of the
pricing policy for all producers. The
trust in the stability of government
policy will be earned over time.

Currently, many pricing regimes
are followed depending on when
the field was allotted and under
what terms. These can be grouped
under three categories; the first is
the fields given to ONGC and OIL
on a nomination basis. These two

public sector firms produce nearly
70 per cent of the domestic gas. The
price of their gas is administered by
the government and is called the
APM (administered price mecha-
nism) gas. Since 2014, the price of
APM gas has been determined as
the weighted average producer
price of four foreign markets, one
in the USA, one in Canada, one in
Europe, and one in the former
Soviet Union excluding Russia. The
price was revised every six months.

In a competitive market, it is the
consumer price that should be
equalled to the cost of imported
gas. Linking the producer price in
India to that of foreign producers
can create problems. The cost of
production varies from field to
field, and the formula produced an
APM gas price of $1.79 per metric
million British thermal unit
(MMBtu) from October 1, 2020, to
October 1, 2021. This did not cover
even the marginal cost of produc-
tion of ONGC and OIL. A $4 per
MMBtu would cover their cost and
provide a reasonable profit margin.
Thus, a floor price of $4 per MMBtu
was recommended.

The APM gas is allotted to dif-
ferent consumers, household con-
sumers of piped natural gas (PNG),
transport vehicles that run on com-
pressed natural gas (CNG), and fer-
tiliser producers. Household con-
sumers need to be provided with
clean cooking fuels as using fire-
wood or dung, or coal causes
indoor air pollution with adverse
impacts on health such as lung dis-
ease, eye infections and premature
deaths. To attract people to use
PNG instead of LNG, much of
which is also imported, the deliv-
ered price of PNG has to be lower
than that of liquefied petroleum
gas (LPG) to account for the piping
cost required for PNG.

CNG use by transport vehicles is
promoted to reduce urban air pol-
lution. CNG vehicles emit fewer par-
ticulates and less CO2 than Bharat
Standard VI diesel vehicles. Thus,
the cost of CNG for the vehicles has
to be less than that of diesel.

As long as the government sub-
sidises fertiliser, the subsidy on gas
supplied to fertiliser plants merely
replaces the one on fertiliser price

to farmers.

Thus, APM gas price has to be
fixed so that PNG and CNG users
remain competitive compared to
their alternatives. The committee
has suggested that the price be fixed
based on the import price of Indian
basket of crude oil with a slope of
10 per cent, i.e. the APM gas price
will be in $/MMBtu = 0.1*$/barrel of
average import price of the Indian
basket of crude oil with a ceiling of
$6.50/MMBtu. Since the prices of
LNG and diesel are related to the
price of crude, this will ensure that
PNG and CNG remain competitive.

Since the international price of
crude oil and gas has been very vol-
atile recently, a ceiling price is
imposed. The ceiling price of
$6.5/MMBtu is the landed cost of
import even when the producer
price in the US falls to $2.5/MMBtu
when the loss of 15 per cent in lique-
faction, cost of loading and ship-
ping, and the cost of unloading and
regasification are included. Once
the volatility in the international
market falls, APM gas price may be
freed and be market-determined.

The set of other producers who
were given fields through compet-
itive bidding have different con-
ditions. While some have cost-shar-
ing, some have profit-sharing and
some revenue-sharing. They all
have pricing freedom but with a
ceiling that the government pre-
scribes periodically. The ceiling
should be removed from January 1,
2026. The reason for delaying this
is that a number of producers have
contracts that are linked to the ceil-
ing price. A sudden removal will
create unnecessary disturbance and
legal issues.

We had explored the impact of
various pricing regimes on govern-
ment finances and concluded that
even when the gas price is freed and
reaches a value as high as
$15/MMBtu and the government
subsidises PNG and CNG users, the
net impact on government finance
is positive. Thus, the policies rec-
ommended put no burden on gov-
ernment finance.

Theauthor is former member, Planning
Commission, and chairman, Integrated
Research and Action for Development
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Coal, crude oil spike lead
port cargo charge in FY23

Growth in bulk segments but clouds over container cargo

DHRUVAKSH SAHA
New Delhi, 21 March

tered a strong growth during the

11 months of the ongoing financial
year due to enhanced supply of import-
ed coal, increased coastal shipping of
domestic coal, and rising crude oil
imports.

Data released by the government
shows that cargo growth in FY23 has
been 94 per cent, with total volumes at
711 million tonnes (mt).

This growth has come despite slow
international trade for the majority of

I ndia’s state-owned ports have regis-

TRACKING GROWTH
, AFTER THE PANDEMIC

" Major portvolumes (in mn tonnes)
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this fiscal year, as the impact of the COMMODITY'WISE GRO‘NTH (In'000 tonnes)
Russia-Ukraine war was seen across
commodities. Overseas cargo handled February, April-February, YoY
at major ports increased by 10.2 per cent 208 202-3(P) change (%)
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23 from 496.45 mt during April-February handled handled
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April-February, 2021-22. Other coal 3,380 5.2 31998 I o)
So far, in this financial year, imported (oking coal 2,135 37 35,613 5
and other unclassified coal has seen a Iron and steel 95 14 8,160 1
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while domestic thermal coal volumes Fartiliser-Di B 1 7650 B
grew by 21 per cent. Crude oil cargo also . | ! s
saw a growth of 13 per cent. 65450 100 | 7N,50 100

Among the major drivers of coal
demand is the country’s power genera-
tion sector which is again bracing for
record high electricity demand in the
upcoming summer months.

The Centre has also directed states to
import thermal coal to meet the short-
fall. Additionally, non-power sectors
especially steel and manufacturing are
witnessing an uptick in business which
is also pushing demand for both coking
and non-coking coal.

Experts believe these numbers are
likely to maintain an elevated level as
more coal is moved through the rail-sea-
rail (RSR) route over the rail route in the
coming months. Crude oil imports have
been rising ever since sanctions-hit
Russia offered its oil with deep dis-
counts. India imported about 51 million
barrels of crude oil from Russia in
February, 16 per cent higher than the 44
million barrels imported in January.

Note: Total may not match as all commodities are notincluded

Source: Ministry of Ports, Shipping, and Waterways

POL: Petroleum, oil, and lubricants

Meanwhile, the international trade
outlook remains grim, which is likely to
impact movement of finished goods.

In containers, India saw a year-on-
year price dip of 50 per cent from $4,237
in March 2022 to $2,127 in March 2023.
Despite growth in all segments and
added handling capacity at key ports
such as Jawaharlal Nehru Port (JNPT)
and Deendayal Port (DPT), container
cargo had a near-negligible growth in
FY23. The Centre has made coastal ship-
ping a focus area.

Union Finance Minister Nirmala
Sitharaman said in this year’s budget
speech that coastal shipping will be pro-
moted as the energy-efficient and low-
er-cost mode of transport, both for pas-
sengers and freight, through
public-private partnership (PPP) mode

with viability gap funding (VGF).

The Centre is currently working on a
production-linked incentive scheme for
containers to save transporters from
such price volatility.

“The decline in demand for freight
or containerized trade is due to the
absence of significant inventory destock-
ing in the US and EU, with the uncer-
tainty around inventory restocking and
consumer spending exacerbating the sit-
uation. This signals a grim outlook for
the revival of container prices in the near
future,” a forecast from Germany-based
logistics platform Container Xchange
stated earlier this week. “The excess of
containers and falling demand is a bad
sign for the global economy, as it sug-
gests a decrease in buying and selling by
people and businesses,” it added.
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Windfall tax |
on diesel
export hiked

New Delhi: The government has
hiked the windfallprofit tax onex-
portof diesel to Re 1 perlitre while
the levy on domestically pro-
duced crude oil hasbeencutbya
fifth, according to an official order.

The levyonaudeoil produced
by companies, such as Oil and
Natural Gas Corporation { ONGC)
has been reduced to Rs 3,500 per
tonne from Rs 4400 per tonne,
the order dated March 20 said.

The government raised the tax
onexportof diesel to Re 1 per litre
from Rs 0.50, and the same on
overseas shipments of ATFre-
mainsatnil

The new tax rates come into
effect from March 21, the order
said. CGrude il pumped outof the
ground and from below the
seabed is refined and converted
into fuels like petrol, diesel and
aviation turbine fuel{ ATF ). PTI

STheIndiank s
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Windfall levy cut on crude
oil, hiked on diesel for export

|
Our Bureau
New Delhi

The Finance Ministry has
lowered the windfall levy on
domestically produced
crude oil, while raising it on
diesel. The revised levy has
come into effect as of
Tuesday.

According to a notifica-
tion, windfall levy, technic-
ally known as Special Addi-
tional Excise Duty (SAED),
has been lowered to ¥3,500
per tonne from 34,400 per
tonne. One of the reasons
could be the fall in global
crude oil prices. This will be-
nefit companies such as Oil
and Natural Gas Corpora-
tion (ONGC). SAED is not
applicable to entities whose
annual crude oil production
is less than 2 million barrels
in the previous financial
year.

However, as product
pricesare on the rise and also
to ensure better diesel avail-
ability, the Ministry has
hiked the levy on diesel for
export to 1 litre from T0.50
alitre earlier. Reliance Indus-
tries and Rosneft-backed Na-
yara Energy are primary ex-
porters 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
alsolevied.

The tax rates are reviewed
every fortnight based on oil
prices in the previous two
weeks. The government
levies a tax on windfall
profits from oil producers on
any price above a threshold
of $75 per barrel. As per Fin-
ance Ministry, the data for
SAED on production of
crude oil is not maintained
separately. The collection of
SAED, for the current finan-
cial year, is estimated at the
level of 25,000 crore from
production of crude oil, ex-
port of petrol, diesel and avi-
ation turbine fuel.
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Windfall tax cut
on domestic
crude oil

THE CENTRE HAS
slashed the windfall tax
on domestically
produced crude oil to
13,500 per tonne from ¥4,400 per
tonne. Italso hiked the taxon
diesel meant forexportsto ¥1 per
litre from ¥0.5 perlitre. FEBUREAU

FINANCIAL EXPRESS G®)

READ TO LEAD -
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Windfall tax on diesel export hiked to Re 1 per litre

NEW DELHI: The govern-
ment has hiked the windfall
profit tax on export of die-
sel to Re 1 per litre while the
levy on domestically produced
crude oil has been cut by a fifth,
according to an official order.

The levy on crude oil pro-
duced by companies such as
0il and Natural Gas Corpora-
tion (ONGC) has been reduced
to Rs 3,500 per tonne from Rs
4,400 per tonne, the order
dated March 20 said.

The government raised the

tax on export of diesel to Re 1
per litre from Rs 0.50, and the
same on overseas shipments of
ATF remains at nil.

The new tax rates come into
effect from March 21, the order
said.

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).

The tax rates are reviewed
every fortnight based on aver-
age oil prices in the previous

two weeks.

India firstimposed windfall
profit taxes on July 1 last year,
joining a growing number of
nations that tax super normal
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 bar-
rel) 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 pet-
rol was scrapped in the very
first review and that on ATF
was done away with at the last
review on March 4.

Reliance Industries Ltd,
which operates the world's larg-
est single-location oil refinery
complex at Jamnagar in Guja-

rat, 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 $§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. AGENCIES
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Windfall tax on diesel export
increased to ¥1 per litre

The government has hiked the windfall profit tax on export of
diesel to 31 per litre while the levy on domestically produced crude
oil has been cut by a fifth, according to an official order.The levy on
crude oil produced by companies such as Oil and Natural Gas
Corporation (ONGC) has been reduced to 33,500 per tonne from
4,400 pertonne, the order dated March 20 said. The government
raised the tax on export of diesel to¥1 per litre from¥0.50, and the
same on overseas shipments of aviation turbine fuel (ATF) remains
at nil. The new tax rates come into effect from March 21. PTI
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Windfall tax on diesel
exports hiked, levy
on crude oll slashed

NEW DELHI, MARCH 21
The government has hiked
the windfall profit tax on
export of diesel to Re 1 per
litre while the levy on domes-
tically produced crude o1l has
been cut by a fifth, according
to an official order.

The levy on crude oil pro-
duced by companies such
as ONGC has been reduced
to Rs 3.500 per tonne from
Rs 4400 per tonne, the
order dated March 20 said.

The govermment raised the
tax on export of diesel to Re 1
per litre from Rs 0.50, and the
same on overseas shipments
of ATF remains at nil. The
new tax rates come into
effect from March 21, the
order said.

Crude oil pumped out of
the ground and from below
the seabed is refined and
converted into fuels hike
petrol, diesel and aviation

NEW RATES EFFECTIVE
IMMEDIATELY

B\Windfall profit tax on
export of diesel has been
hiked to T1 per litre from
T0.50 per litre earlier

B The levy oncrude oil pro-
duced by companies such
as ONGC has been reduced
to T3,600 pertonnefrom
4,400 pertonne

BThe new tax rates come
into effect from March 21

windfall profit taxes on
July 1 last year, joining a
growing number of
nations that tax super nor-
mal profits of energy com-

turbine fuel (ATF). panies. At that time,
The tax rates are reviewed export duties of BRs 6 per
every fortnight based on litre ($12 per barrel) each
average oil pricesinthe pre-  were levied on petrol and
vious two weeks, ATF and Es 13 a litre (326
India first imposed abarrel) on diesel. —PTI
Wed, 22 March 20823 @!@

Che Tribune

https://epaper.tribuneindia. {3}
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CENTRE SLASHES
WINDFALL TAX
ON CRUDE OIL

MADHUSUDAN SAHOO
NEW DELHI, MARCH 21

The central government
has hiked the windfall
profit tax on the export of
diesel to 21 per litre but
the levy on domestically
produced crude oil has
been cut by a fifth. The
revised rate{s) of windfall
tax would come into effect
from March 21. However,
this cut on domestically-
produced crude oil 1is
learnt to have come in the
backdrop of a reduction
in global erude oil prices.

According to the official
notification issued on late
Monday, the government
slashed the windfall gains
tax on the domestic pro-
duction of crude petrole-
um by TO00 per tonne
from 24400 tonne to
23,500 per tonne. “The
export duty on diesel,
instead of being reduced
like windfall tax, has been
increased to 1 per litre.
Previously, this amount
stood at 20.50 per litre,”
the official said.
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Army begins work
on hydrogen-basea
micro-grid along LAC

PNS m NEW DELHI

The Indian Army has put in
motion the process for
installation of a green hydrogen
based micro grid power plant
project in the forward areas
along the Northern borders
facing China not connected by
the national or State grid.

Giving details here on
Tuesday, officials said a mem-
orandum of understanding
(MOU) was signed here
between the Indian Army and
National Thermal Power
Corporation Renewable
Energy Limited (NTPC REL).

The Army is providing
requisite land on lease for 25
years with a commitment to
purchase generated power
through a Power Purchase
Agreement (PPA). The pro-
posed projects — part of the
National Green Hydrogen mis-
sion — will be installed by
NTPC on Build, Own and
Operate (BOO) Models at a
jointly identified location in
Eastern Ladakh.

The project entails setting
up a Solar Power Plant for

hvdrolysis of water to produce
Hydrogen, which, during non-
solar hours will provide power
through fuel cells. This will set
the stage for similar projectsin
the future and contribute
towards reducing dependence
on fossil fuel-based generator
sets with concomitant abate-
ment of green-house gas emis-
sions.

With this MoU, the Indian
Army has become the first
Government organisation to
enter into an agreement with
the National Thermal Power
Corporation Renewable
Energy Limited with firm plans
to roll out similar projects in
the future.
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