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Govt cuts windfall tax
on domestic crude

MANISH GUPTA
New Delhi, September 2

THE GOVERNMENT HAS
reduced the special addi-
tional excise duty (SAED), or
windfall tax, on domestically
produced crude oilto 6,700
per tonne from ¥7,100 per
tonne with effect from Satur-
day,asperafinance ministry
notification late on Friday.

The central board of indi-
rect taxes and customs (CBIC),
under finance ministry,also
revised the export duties on
diesel and aviation turbine
fuel (ATF) in its fortnightly
review. Export duty on diesel
has been raised to ¥6 from
¥5.50 per litre.

The dutyon jet fuel orATF
has been doubled to ¥4 from
T2 perlitre.

Meanwhile, the export duty
on petrol continues to be nil.

Windfall tax was intro-
duced last year on July 1 totax
supernormal profits of

energy companies, as is done
in some other countries.

Since then, duties have
been reviewed every fort-
nightbased onaverage global
crude oil prices in the previ-
oustwoweeks.

The average crudeoil price
for Indian basket fell from
$83.76 perbarrel in April to
below §75 for both May and
June, as per the Petroleum
Planning and Analysis
Cell (PPAC).

The government levies
windfall tax when prices cross
$75abarrel.

The levies were made zero
for ATF in March, for dieselin
April and for domestically
produced crude oil in May,
butwere reimposed in August
as crude oil prices increased
to an average of $86.43 abar-
rel during the last month.

Global oil prices on Friday
rose to a 10-month high of
above $88 a barrel amid sup-
ply cuts by Opec+ countries.
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LPG price cut, Ujjwala expansion
could cost over Y37k cr annually

SUKALPSHARMA &
AANCHAL MAGAZINE
NEWDELHI, SEPTEMBER 2

THE GOVERNMENTS decision to
slashdomesticcooking gas prices
byRs200 per 142-kgeylinderand
expand the Pradhan Mantri
Ujiwala Yojana(PMUY ) by adding
75 lakh poor households toits
beneficiary base could cost up-
wardsof Rs 37000croreonan an-
nualised basis, an analysis of lig-
uefied petroleum gas (LPG)
consumer base and average gas
refill data suggests, For the com-
putations, it is assumed that the
LPGeylinder refill rates will stay at
the levels recorded for 2022-23
(FY23 )and fuel retailers will con-
tinuetosell LPG to householdsat
aprice thatis Rs 200 lower than
what they would have charged for
acylinder had the price cut not
been announced.

Onits part, the government
has not provided any estimate of
the cost of the twin decisions.
Speaking on condition of
anonymity, a senior offidal in the
finance ministry said thatthe ac-
tual cost could be somewhat
“lower” thanthisestimateasthere
are anumber of variables in the
equation. These include possible
over recoveries on LPG sales by
fuelretailers, movement in inter-
national crude and LPG prices go-
ing ahead, and currency fluctua-
tions. The official, however, did not
provide any estimation of what
theactual cost might be,

The government on Tuesday
announced the price cut, which
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refill rate at FY23 levels

was implemented by public sec-
tor oil marketing companies
(OMCs )on Wednesday. While the
government has so far not offi-
cially clarified whether or not it
plans to foot the bill for this price
reduction, which will benefit over
31 crore domestic LPG consumers
in the country, the finance min-
istry official quoted above said
thatOMCs will bear the impactof
the price cut. The official, however,
clarified that the government will
cover the Ujjwala subsidy of Rs
200for the 75 lakh new benefici-

aries, as is the case for existing
beneficiaries under the scheme.
ForUjjwala beneficiaries, the price
cutis over and above the subsidy,
which implies that they will geta
cumulative relief of Rs 400 per
cylinder.

India has a total of 31.4 crore
domestic LPG consumers, accord-
ing to latest available data with the
petroleum Planning & Analysis
Cell (PPAC) of the oil ministry. OF
thetotal consumer base,9 6 crore
are poor households under the
Ujjwalascheme, whichleaves the

total non-Ujjwala consumerbase
at 218 crore, As per government
data, the average LPGrefill rate for
Ujjwala beneficiaries was 3.71
oflinders for FY23 interms of 14.2-
kg cylinders, while for non-
Ujjwala consumers, it was 6.65
cylinders. This takes the totaldo-
mesticLPG consumptionto 180.6
aorecylinders per annum, going
by FY23 data. Assuming the Rs
200-per-cylindercut stays in place
for a year, the impact of the price
reduction alone works out to Rs
36,117 crore. This means that if the
government does not compen-
sate the companies for price cut,
which has been termed as its gift
tothe consumers, the cumulative
annualised revenue forgone by
the OMCwould be overRs 36,000
aore. Additionally, for the 75 lakh
new connections thatare setto be
given under the Ujjwala scheme,
the annualised cost of benefits is
estimated tobeRs 1,113 crore, go-
ing by the average refill rate and
the benefit of Rs400--Rs 200 each
on account of the price cut and
govemment subsidy--perhouse-
hold. This takes the total cost of the
two announcements to around Rs
37230 crore for a year.
Ane-mail sent to the petro-
leum ministry seeking clarity on
the cost estimates and whether
the government is mulling com-
pensating the OMGs later did nat
elicit aresponse till press time.
The government stopped pro-
viding LPG subsidy in the early
months of the 2020-21 fiscal,
when global oil and fuel prices
had crashed. Later, subsidy was
brought back, but only for poor

households covered under the
Ujjwalascheme, The govemment
currently provides a subsidyof Rs
200per cylinder to Ujjwala bene-
ficiaries by way of direct bank
transfers for up to 12 refills per
year.Even as the government was
notgiving subsidy to non-Ujjwala
consumers, it did provide a one-
time grant of Rs 22,000 crore to
the three OMGs last year to com-
pensate them for selling LPGata
loss for the previous two years,
which had resulted in accumu-
lated losses of Rs 28,000 crore.
The grant came at a time
when the OMCs were grappling
with significant losses, particulary
in the fuel retail segment.
However, the companies have
now largely recovered from last
year’s losses and industry insiders
do not expectthe govemment to
be as eager to help the companies
througha special financial grant.
In interviews to television
news channels following the deci-
sion, Petroleun MinisterHardeep
Singh Puri alluded to the strong
earnings performance of the
OMGsinthe Aprikune quarteras
well as expectations of robust fi-
nancial health in July-September
as well, suggesting that the com-
panies are well-positioned finan-
cially to absorb the impact of the
LPG price cut. Puri reiterated his
viewthat the OMCshave be haved
as good and responsible corporate
atizens by keeping fuel prices rea-
sonable and affordable for the
Indian consumer at a time when
energy prices had shotupglobally
due to extreme volatility, partly fu-
elled by the war in Ukraine.
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MISSION GREEN

Richa Sharma &
Sudipto Dey

How RIL plans to make its carbon-intensive, oil-to-chemicals business net zero

Report (BRSR) provides the elements
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lakh crore) is th pany’s most car-

bon-intensivebusiness,and Ambani’s
targettomakeitnetzeroinalittleover
adecademay seem likealongshot.
Overseeingthisjourney isarecent-
ly appointed three-member ESG (en-
vironment, social and governance)
committeeat theboardlevel, chaired
by Ambani’s cousin Hital R
Meswani, who has been closely in-
volved in the setting up of several
chemical and petrochemical manu-
facturing plants since the mid-90s.
PMS Prasad (an old Reliance hand
and Ambani’s close confidant) and
Arundhati Bhattacharya (former
SBIchairpersonand an independent
board member of RIL) are the other
membersof thecommittee. Thecom-
pany’s latest annual report says,
“This committee will also monitor
RIL’s performance on realising its
goals of reducing net carbon foot-
print, addressing climate change,
fostering a circular economy, facili-
tating energy transition and nurtur-
inginclusive growth.”
So, how does RIL plan togoabout it?
In his address, Ambani talked about
the three pillars toachieve thenet car-
bon-zerogoal by 2035:
» Renewables and bioenergy
« Circularity and consumer inte-
gration
« Technology and innovation
RIL’s FY23 Business
Responsibility and
Sustainability

1 products.

The company’s O2C business has
been incorporating internet of things
(IoT) and machine learning-based
cutting-edge digital solutions into its
operations to conserve energy. It has
alsomadeeffortstodevelop thesynthe-
sis of gas from renewable sources
through biomass gasification.

During FY22-23, renewable en-
ergy consumption across RIL's
operations saw a year-on-
year jump of 115%. The S
company'’s Dahej and
Hazira manufactur-
ing units in Gujarat
generated 6.1 mil-
lion GJ (giga-
joule)of renew-
able energy,
accountingfor
over 90% of
the total
green power
produced by
RIL in the
fiscal year:

RIL's 02C
segment op-
erates the

mance of value chain partners on 21
parameters in broad areas like envi-
ronment, labour; humanrights, ethics

’
tions. Upon validatis P n
thisinitiative atscale, it will double its MI§SI°n 2035'
investment to further scale up the RILU's Roadmap
manufacturingecosystem.
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Net Carbon
Zero

ement.

“As of March 31, 2023, we have en-
gaged with over 90% of our suppliers
ontheassessment, of which 11% have
completed the assessment,” RIL said
inits FY23BRSR.

RENEWABLES & BIOENERGY
RIL's businesses have captive energy
requirements that generate signifi-
cantbase-loaddemand, supportingthe
company’s objective to estab-

deliver ror
our captive requirements as well as to
‘meet the growingneeds of Indian con-
sumers. Asthecostof renew-

ables will be significant-
ly lower compared to
fossil fuel-based en-
ergy, this will result h
in reduced energy
costs and improved
profitability for the
02C business,”
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Going Green
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J

said Ambani.
New energy hasalready begunusing
biomass extensively as a fuel to
produce green energy at scale
and has replaced almost 5.3% of
theenergy consumed at its Dahej
and Hazira sites with green power
and steam. RIL is also looking to de-
velop a suitable process for producing
green hydrogen from renewable feed-
stock (biomass)atasignificantly lower

life-cycle cost.
Leveraging new and emerging tech-
nologies and innovations, Reliance in-

first phase

of its Bio-
Energy
Technology
(BET)centrein
Jamnagar in

developed technology. We will rapidly
scale this up to 25 CBG plants across
India. Our target is to establish 100
CBG plants in the next five years, con-
suming5.5million tonnesof agro-resi-
due and organic waste, thereby miti-
gating nearly 2 million tonnes of
carbon emissions, and producing 2.5
million tonnes of organic manure an-
nually. This wouldresult inareduction
of about 0.7 MMTPA (million metric
tonnes perannum)of imported LNG,”
Ambanisaidat the AGM.

RIL is working towards the transfor-
mation of CO2 into a recyclable re-

“Our refinery at Jamnagar will be
progressively operated as ‘chemicals
and materials feedstock production”
engine. We started this by converting
some low-value refinery streams to
recently launched highly specialised
halo-butyl rubber grades and a new
purified isophthalic acid plant,
which is under commissioning,”
Ambanisaid.

In February 2023, RIL unveiled its
first hydrogen internal combustion
engine technology for heavy-duty
trucks and buses. It is also exploring
hydrogen fuel-cell technology solu-

source and is exploring
that can help convert the emission gas

tionsandispartnering
ufacturers and others to create a sus-

inte in
carbon capture-and-utilisation tech-
nology will play a pivotal role in tap-
ping CO2 as a resource instead of re-
leasing it into theatmosphere.

At Jamnagar, it is working towards
the utilisation of CO2from highly con-
centrated streams.

CIRCULARITY&C

transportation.

OPPORTUNITIES & CHALLENGES

While the business opportunities
from this transformation were high-
lighted in Ambani’s AGM address,
RIL’s top management is aware of
the risks that this decadal journey
holds. Under the section
‘Ma t Discussion and

RIL is also working on scaling up its
chemical recycling technology to de-
icati ifi

ugust2022.

Meanwhile,
Ambani also talked
about plans to deploy bio-
energy projects across the
country after setting up two demo
units for compressed biogas (CBG) in
Jamnagar and commissioning the
first commercial-scale CBG plant at
Barabankiin UPIt'sworthnotinghere

liver P green prod-
ucts, thus helping access high-value,
high-potential customers innew value
chains. Itisalso in the process of creat-
ing fully circular polymers through
International Sustainability and
Carbon Certification at the company’s
refineries and making crackers using
post-consumer plastics.

that India )
tonnes of non-cattle feed biomass and
amajor chunk of it contributes to air
pollution.

“Within a short span of one year, we
havebecomeIndia’slargestbioenergy
producer based on our indigenously

TECHNOLOGY &
RILisworkingonanin-house waste-to-
oil technology for chemical recycling
(pyrolysis oil). The commissioning of
10TPD (tonnes per day)demo plants is
overalong with the successful comple-
tion of producttrials.

Analysis’ in RIL’s latest annual re-
port, the ‘Risk and Governance’ part
talks about the reputation risks as-
sociated with climate change and
the increased momentum towards
net carbon-zero.

Further, the report says there are
higher expectations from society and
investorstoaddress theenvironmental
impact. “Failuretomeet theseexpecta-
tions could lead to damage to the com-
pany’sreputation, which could impact
RIUsabilitytoattractcapital, aswellas
toattractand retain talent,” itadds.

Clearly, given the sheer size of RIL's
02C business, the arduous journey of
transformation to net zero may prove
tobeadestinationinitself.

richa.sharmas@timesinternet.in
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Windiall profit tax on crude oil cut

NEW DELHI: The government has cut the windfall profit tax on
crude oil produced in the country while the levy on exports of diesel
and ATF has been hiked, an official notification said. The tax, levied
in the form of special additional excise duty or SAED, on
domestically produced crude oil was reduced to Rs 6,700 per tonne
from Rs 7,100 a tonne. SAED on the export of diesel was increased
to Rs 6 per litre from Rs 5.50 a litre and on jet fuel or ATF to Rs 4
per litre from Rs 2, the notification said. SAED on export of petrol
will continue to be zero. The new tax rates came into effect from
Saturday, the order dated September 1, said.
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Windfall profit tax
on crude oil cut

Levy on diesel, ATF exports hiked

PTI W NEW DELHI

he government has cut the

windfall profit tax on crude
oil produced in the country
while the levy on exports of
diesel and ATF has been hiked,
an official notification said.

The tax, levied in the
form of special additional
excise duty or SAED, on
domestically produced crude
oil was reduced to Rs 6,700 per
tonne from Rs 7,100 a tonne.

SAED on the export of
diesel was increased to Rs 6 per
litre from Rs 5.50 a litre and on
jet fuel or ATF to Rs 4 per litre
from Rs 2, the notification
said.

SAED on export of petrol
will continue to be zero.

The new tax rates came
into effect from Saturday, the
order dated September 1, said.

India first imposed wind-
fall 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 crude oil pro-
duced by companies such as
0il and Natural Gas
Corporation (ONGC) was also

levied.

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

A windfall tax is levied on
domestic crude oil if rates of
the global benchmark rise
above USD 75 per barrel.
Export of diesel, ATF and
petrol attract the levy if prod-
uct cracks (or margins) rise
above USD 20 per barrel.

Product cracks or margins
are the difference between
crude oil (raw material) and
finished petroleum products.

International crude oil
prices averaged USD 86.43 per
barrel in August, up from USD
80.37 in the preceding month
and USD 74.93 a barrel in June.

The levy on domestic
crude oil dropped to nil in the
first half of April as interna-

tional crude oil prices fell but
was back in the second half in
step with a rise in rates.

Levy on diesel became nil
in April but the levy was
brought back in August. Levy
on ATF became nil in March
and was brought back in sec-
ond half of August.

The export tax on petrol
was scrapped in the very first
review.

Crude oil pumped out of
the ground and from below the
seabed is refined and convert-
ed into fuels like petrol, diesel
and aviation turbine fuel
(ATF). Reliance Industries
Ltd, which operates the world's
largest single-location oil refin-
ery complex at Jamnagar in
Gujarat, and Rosneft-backed
Navara Energy are primary
exporters of fuel in the coun-
try.
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Windfall profit tax on crude oil cut;
levy on diesel, ATF exports hiked

NEW DELHI: The govern-
ment has cut the windfall
profit tax on crude oil pro-
duced in the country while
the levy on exports of diesel
and ATF has been hiked, an
official notification said. The
tax, levied in the form of spe-
cial additional excise duty or
SAED, on domestically pro-
duced crude oil was reduced
to Rs 6,700 per tonne from Rs
7,100 a tonne.

SAED on the export of die-
sel was increased to Rs 6 per
litre from Rs 5.50 a litre and
on jet fuel or ATF to Rs 4 per
litre from Rs 2, the notifica-
tion said.

SAED on export of petrol
will continue to be zero.

The new tax rates came
into effect from Saturday, the
order dated September 1, said.

India first imposed wind-
fall profit taxes on July 1 last

ear, joining a growing num-

er of nations that tax super-
normal 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 bar-
rel) on diesel. A Rs 23,250 per
tonne (USD 40 per barrel)
windfall profit tax on crude

oil produced by companies

such as Oil and Natural Gas
Corporation (ONGC) was
also levied.

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

A windfall tax is lev-
ied on domestic crude oil if
rates of the global benchmark
rise above USD 75 per bar-
rel. Export of diesel, ATF and
petrol attract the levy if prod-
uct cracks (or margins) rise
above USD 20 per barrel.

Product cracks or margins
are the difference between
crude oil (raw material) and
finished petroleum products.

International crude oil
prices averaged USD 86.43
per barrel in August, up from

USD 80.37 in the preceding
month and USD 74.93 a bar-
rel in June.

The levy on domestic
crude oil dropped to nil in the
first half of April as interna-
tional crude oil prices fell but
was back in the second half in
step with a rise in rates.

Levy on diesel became
nil in April but the levy was
brought back in August. Levy
on ATF became nil in March
and was brought back in sec-
ond half of August.

The export tax on petrol
was scrapped in the very first
review. Crude oil pumped out
of the ground and from below
the seabed is refined and con-
verted into fuels like petrol,
diesel and aviation turbine fuel
(ATF). AGENCIES
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