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Bio-methanation facility
put on fast-track by MCD

Vibha.Sharma@timesofindia.com

New Delhi: Delhi Development
Authority (DDA) has approved
the change of land use for a
three-and-a-half-acre plot oppo-
site Ghazipur landfill to estab-
lish a third bio-methanation fa-
cility, Municipal Corporation of
Delhi (MCD) has now accelera-
ted work to complete the project
within a set timeline.

A senior MCD official said
that an MoU will soon be signed
with Indraprastha Gas Limited
(IGL), which will establish the
facility to process 200 MT of bio-
degradable or segregated wet
waste to generate bio CBG-CNG.

“In July, the Union mini-
stry of housing and urban affa-
irs directed DDA to accelerate
the process of changing the
land use of the site. Thereatfter,
the project was approved by
the MCD house in Aug, and in-
principle approval was given

to IGL for setting up the facili-
tv. Now that DDA has approved
the change of land use, it will
issue a notification, and there-
after IGL will start work at the
site," said the official.

Supreme Court is also hea-
ring a matter related to solid
waste management projects in
MCD. Currently MCD genera-
tes about 11,300 MT of waste eve-
ry day, of which 7,400 MT goes to
three waste-to-energy plants,
with a small amount going to
composting plants, material re-
covery centres, etc. However,
about 3,800 MT of fresh waste is
dumped at two landfills—Gha-
zipur and Bhalswa—each day.

"MCD intends to create such
installations in every area to
enable localised processing of
maximum biodegradable or
wet waste," said the official.

Apart from Ghazipur, work
on biogas plants is underway
at Ghogha (by IGL)and Okhla.
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Government scraps windfall profit tax

on domestic cru

PTI W NEW DELHI

he  government  on

Monday scrapped 30-
month old windfall profit tax
on domestically-produced
crude oil and on export of jet
fuel (ATF), diesel and petrol
following a decline in
international oil prices.

Minister of State for Finance
Pankaj Chaudhary tabled a
notification in Rajya Sabha
scrapping the levy on crude
oil produced by firms like
state-owned Oil and Natural
Gas Corporation (ONGC)
and exports of fuels done by
companies like Reliance
Industries Ltd.

The notification rescinded
June 30, 2022 order and
withdrew levy of special
additional  excise  duty
(SAED) on production of
crude oil (which is refined
into fuels like petrol and
diesel) and on export of
aviation turbine fuelP(A'I‘F),
diesel and petrol, he said.

Alongside, the road and
infrastructure cess (RIC)
levied on export of petrol and

diesel has also been
withdrawn.

India first imposed windfall
profit taxes on July 1, 2022
joining a growing number 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 barrel) on
diesel.

A Rs 23,250 per tonne (USD

40 per barrel) windfall profit
tax on domestic crude
production was also levied.
The tax rates were reviewed
every fortnight based on
average oil prices in the
previous two weeks.
While the levy on export of
etrol became nil in the very
first fortnightly review that
happened in mid-July 2022,
the tax on diesel and ATF
exports became nil in mid
April 2023 but were back in

August that year. There has
been no levy on export of
ATF and diesel since March
this year.

As far as crude oil is
concerned, the levy
fluctuated every fortnight. It
was Rs 1,850 per tonne in
August 31, 2024 and became
nil in the next fortnightly
review.

Now, the levies on both
domestically produced crude
oil and fuel exports have been

scrapped.

The government had
garnered about Rs 25,000
crore from the levy in the first
year of its implementation, Rs
13,000 crore in 2023-24 and
Rs 6,000 crore this year.

Reliance Industries Ltd,
which operates India's largest
only-for-export oil refinery at
Jamnagar in Gujarat, and
Rosneft-backed Nayara
Energy are primary exporters
of fuel in the country.

The government levied tax
on windfall profits made by
oil producers on any price
they get above a ihres%‘lo d 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.

The decision to scrap the
levy follows softening in
international oil prices. The
basket of crude oil that India
imports averaged USD 73.02
per barrel in November,
down from USD 75.12 a

de oil, export of fuels

barrel in the previous month.

The import price was about
USD 90 per barrel in April
this year but has continued to
slide in subsequent months. It
fell to USD 73.69 per barrel in
September but rose
marginally in the following
month.

Since its levy, the windfall
profit tax has been a subject
of controversy. While it
initially sought to balance
government revenue amid
fluctuating  oil  prices,
industry players argued that
it negatively impacted
profitability and disincentive
production. For private and
foreign players, it brought in
an element of uncertainty in
the fiscal regime.

The Ministry of Petroleum
and Natural Gas too had been
lobbying for its removal for
some time now.

While doing away with tax
on domestically-produced
crude oil will benefit ONGC
and Oil India Ltd, the
scrapping of levy on fuel
exports would help Reliance
and Nayara.
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Government scraps windfall tax
on crude, petrol dlesel exports

Rajeev Jayaswal
letters@hindustantimes.com

NEW DELHI: The government on
Monday withdrew the nearly
two-and-a-half-year-old windfall
tax on domestically produced
crude oil and exports of petrol,
diesel and aviation turbine fuel,
relenting to the industry’s
demand after the value of petro-
leum product exports fell
sharply because international oil
prices plunged. The department
of revenue on Monday “rescinds”
the notifications it had issued on
June 30, 2022 levying the wind-
fall tax and the decision came
into force with “immediate
effect” in the “public interest”, an
official said, quoting the order.
“Industry wanted the govern-
ment to remove the tax as there
was no justification for such lev-
ies after international oil prices
remained subdued for months,”
he said, requesting anonymity.

Govthadim posed the wmdfall

taxin July 2022, MINT

The government had imposed
the windfall tax on the petro-
leum sector from July 1, 2022
after it saw private refiners sub-
stantially curtailing domestic
supply of transportation fuels
and resorting to exports to make
huge profits due to a spike in
overseas demand. Days before
the decision, the benchmark
Brent crude price was hovering
around $110-120 a barrel. Brent
crude has been consistently
below $80 a barrel since August
2024 and is currently hovering

around $72 per barrel.

According to latest merchan-
dise trade data, subdued interna-
tional oil prices have depressed
India’s per unit realisation of
petroleum product exports that
plunged over two-and-a-half
times to $312.50 per tonne in the
first half of 2024-25 from around
$792 a tonne in Hl of 2023-24
despite a robust jump in volume-
wise shipments.

Poor realisation through
exports of refined petroleum
products has been a major drag
for India’s overall export per-
formance. While India’s export
of petroleum products fell by
over 12.7% to $36.4 billion in
April-September 2024 as com-
pared to $41.7 billion in April-
September 2023, in terms of vol-
ume, exports soared 121% during
the period to 116.4 million tonnes
as compared to 52.7 million ton-
nes in Hl, FY24, according to
commerce ministry data.
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Govt deploys advanced tech to monitor fuel
stations nationwide: Parliamentary report

OUR CORRESPONDENT

NEW DELHI: To enhance reg-
ulatory oversight of retail fuel
outlets, the Government has
implemented a comprehensive
monitoring system leveraging
cutting-edge technologies,
according to a Parliamentary
report tabled on Monday.

The monitoring framework
integrates advanced technol-
ogies including OTP-based
calibration, magnetic self-
destructive pulsers, and digi-
tal payment systems, enabling
real-time data analytics across
the country’s fuel distribution
network.

The action taken report
by the standing committee
on consumer affairs, food and
public distribution revealed
that the monitoring system

has been expanded nation-
wide, with special emphasis
on high-risk areas.

The regulatory mechanism,
developed under the Legal
Metrology Act, 2009 and Legal
Metrology (General) Rules,
2011, provides a robust over-
sight framework.

“By adhering to the provi-
sions of the Actand leveraging
modern monitoring tools, the
government aims to enhance

regulatory oversight, protect
consumer interests, and foster
a fair and transparent market-
place across all retail outlets
nationwide,” the report said.

The monitoring is con-
ducted jointly by Legal Metrol-
ogy departments and Oil
Marketing Companies (OMCs)
at both state and central gov-
ernment levels.

The initiative follows rec-
ommendations from the par-

The regulatory
mechanism,
developed under
the Legal Metrology
Act, 2009 and Legal
Metrology (General)
Rules, 2011,
provides a robust
oversight framework

liamentary standing committee
to establish a time-bound plan
for comprehensive monitoring
of retail fuel outlets. Regular
assessments will track mile-
stones, identify challenges,
and implement corrective
measures.
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GOVT SCRAPS
WINDFALL PROFIT
TAX ON CRUDE OIL

New Delhi, Dec. 2: The
government on Monday
scrapped 30-month old
windfall profit tax on
domestically-produced
erude oil and on export of
jet fuel (ATF), diesel and
etrol following a decline
n  international  odl

prices.
Minister of state for
Finance Pankaj

Chaudhary tabled a noti-
fication in Rajya Sabha
scrapping the levy on
crude ofl produced by
firms like state-owned Oil
anid MNatural Gas
Corporation (ONGC) and
exports of fuels done by
companies like Reliance
Industries Ltd.

The notification
rescinded June 30, 2022
order and withdrew levy
of  special additional
excise duty (SAED) on
production of crude oil
(which is refined into
fuels like petrol and
diesel) and on export of
aviation turbine fuel
(ATF), diesel and petrol,
he said. Alongside, the
road and infrastructure
ecess  (RICY levied on
export of petrol and
diesel has also been with-
drawn. India first
imposed windfall profit
taxes in July 2022,

— PTi
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CITING A DECLINE IN INTERNATIONAL OIL PRICES

Govt scraps windfall profit tax on domestic
crude oil & export of fuels after 30 months

MPOST BUREAU

NEW DELHLI: In a signifi-
cant policy shift, the govern-
ment abolished the windfall
profit tax on domestically-
produced crude oil and
exports of aviation turbine
fuel (ATF), diesel, and petrol
on Monday, citing a decline
in international oil prices.
'The move comes 30 months
after the tax was introduced
to curb supernormal profits
in the energy sector.
Minister of State for
Finance Pankaj Chaudhary
informed the Rajya Sabha
about the decision through
a notification rescinding the

June 30,2022, order that had
imposed the special addi-
tional excise duty (SAED).
The decision also eliminates

Highlights

> The government earned
approximately Rs 25,000 crore
in first year, Rs 13,000 crore in

2023-24, and Rs 6,000 crore in
the current fiscal year

» The declining global oil prices, with
India’s import basket averaging
$73.02 per barrel in November,
prompted the government to scrap
the levy entirely

the road and infrastructure
cess (RIC) levied on the
export of petrol and diesel.

introduced on July 1, 2022,
initially aimed to capital-
ise on sharp gains in global

The windfall profit tax, crude prices following geo-

Govt scraps
windfall profit
tax on domestic

crude oil & export of fuels after

30 months

in August this year, falling from

Rs 1,850 per tonne to nil during a
fortnightly review.

The government generated sig-

nificant revenue during the tax’s ten-
ure, earning approximately Rs 25,000
crore in the first year, Rs 13,000
crore in 2023-24, and Rs 6,000 crore
in the current fiscal year. How-

ever, the declining global oil prices,
with India’s import basket averag-
ing $73.02 per barrel in November,
prompted the government to scrap
the levy entirely.

The decision is expected to benefit

key players in the sector. State-owned
companies like Oil and Natural Gas
Corporation (ONGC) and Oil India
Ltd will likely gain from the removal
of the crude oil levy. Similarly, private
refiners like Reliance Industries Ltd
and Rosneft-backed Nayara Energy,
which are major exporters, stand to
profit from the elimination of duties
on fuel exports.

The windfall tax had been a con-

tentious issue since its inception,
with industry stakeholders arguing
that it disincentivized production
and added fiscal uncertainty, espe-
cially for private and foreign compa-
nies. The Ministry of Petroleum and
Natural Gas had been advocating for
its removal, citing the adverse impact
on investments and profitability.

political tensions, including
the Russia-Ukraine conflict.
It included export duties of Rs
6 per litre on petrol and ATE,
Rs 13 per litre on diesel, and
aRs 23,250 per tonne levy on
domestic crude oil produc-
tion. The rates were reviewed
fortnightly based on interna-
tional oil price trends.

Over its duration, the tax
fluctuated considerably. For
example, the levy on petrol
exports was removed within
weeks of its introduction,
while the duties on diesel and
ATF exports persisted inter-
mittently until March 2023.
The duty on crude oil saw its
last fluctuation Continued on P4
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Govt scraps windfall tax on ATF,
crude oil products, petrol, diesel

ENS ECONOMIC BUREAU @ NewDelhi

FINANCE ministry on Monday
announced the scrapping of
the windfall tax or special ad-
ditional excise duty (SAED) on
aviation turbine fuel (ATF),
crude oil products, petrol and
diesel.

The windfall tax, which tar-
geted unexpected profits from
domestic crude oil production,
was first imposed in July 2022.
As per the notification, the tax
on the production of petroleum
crude and the export of ATF,
petrol, and diesel will no longer
be levied. This move is expected
to benefit oil producers and re-
finers such as Reliance Indus-
tries and ONGC, potentially im-
proving their refining margins.
Shares of Reliance Industries
rose following the announce-
ment. ONGC shares closed at
%257.65, up by 0.37%, while Reli-
ance Industries shares closed at
%1,310.60, up by 1.42%.

The decision to roll back
windfall tax followed a review
by the Prime Minister’s Office
(PMO), the Revenue Depart-

Production continuesto
increase in November

With demand conditions
remaining favourable, Indian
manufacturers continued to scale
up production. Although price
pressures curbed domestic sales
to a certain extent, the growth of
new export orders gained
momentum.

ment, and the petroleum minis-
try. It was also accompanied by
the withdrawal of the Road and
Infrastructure Cess (RIC) on
the export of petrol and diesel.

The windfall tax was intro-
duced in July 2022 in response
to surging crude oil prices
caused by the Russia-Ukraine

war and Western sanctions on
Russia. The tax rates were re-
vised every fortnight based on
international crude oil prices.
However, with global crude oil
prices stabilising around $70-
$75 per barrel, the government
decided to eliminate the levy.
The rollback is believed to be a
response to declining govern-
ment revenues from tax, which
fell from 225,000 crore in FY23
to about 6,000 crore in FY25.
The windfall tax was last re-
vised on August 31, when it was
set at ¥1,850 per tonne for crude
petroleum. Export duties on
diesel, petrol, and jet fuel had
already been reduced to zero as
of September 18, signalling the
government’s intent to phase
out the levy. Since its levy, the
windfall tax has been a subject
of controversy. While it initial-
ly sought to balance govern-
ment revenue amid fluctuating
oil prices, industry players ar-
gued it negatively impacted
profitability and disincentiv-
ised production. For private
and foreign players, it brought
in an element of uncertainty.
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Govt scraps windfall tax on ATF,
crude, petrol and diesel products

STATESMAN NEWS SERVICE
NEW DELHI, 2DECEMBER

Centre on Monday scrapped
the windfall tax on Aviation
Turbine Fuel (ATF), crude
products, petrol and diesel
products, after months of
deliberations.

The move marks the end
of a levy introduced in July
2022, andissetto bringrelief
to oil conglomerates Reliance
and ONGC, as their gross
refining margins may get a

lift.
Furthermore, the govern-
ment has also withdrawn

..d

Road and Infrastructure Cess
(RIC) on exportofpetroland
diesel.

The decision on windfall
tax is likely to benefit major
oil playerslike Reliance Indus-
tries and ONGC by boosting
their gross refining margins—
a measure of profitability in
refining crude oil.

The decision is expected
to benefit major oil players
like Reliance Industries and
ONGC by boosting their gross
refining margins.

However, the tax had
become less effective in recent
months as global crude oil

prices declined, reducing the
revenue generated.

Itis to be highlighted that
awindfall taxis an additional
levyimposed on extraordinary
or unexpected profits made
by companies or industries.
Indiaintroduced the windfall
tax on domestic crude oil
production in July 2022, fol-
lowing a sharp rise in global
crude oil prices.

The taxaimed to capture
excess revenue generated
from these unexpected gains.
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Govt scraps
windfall tax
on crude, ATF

New Delhi: Govt on Monday
scrapped 30-month old wind-
fall profit tax on domestically-
produced crude oil and on ex-
port of jet fuel (ATF), diesel
and petrol following a decline
ininternational oil prices.

Minister of state for finan-
ce Pankaj Chaudhary tabled a
notification in Rajva Sabha
scrapping the levy on crude
oil produced by firms like sta-
te-owned Oil and Natural Gas
Corporation (ONGC) and ex-
ports of fuels done by compa-
nieslike Reliance Industries.

The notification rescinded
the June 30, 2022 order and
withdrew thelevy of special ad-
ditional excise duty on produc-
tionof crude oil—which isrefi-
ned into fuels like petrol and di-
esel—andonexportof aviation
turbine fuel, diesel and petrol,
hesaid. Alongside, theroadand
infrastructure cess (RIC) levied
on export of petrol and diesel
has also been withdrawn.

India first imposed wind-
fall profit taxes on July 1, 2022
joining nations that tax super
normal profits of energy com-
panies. Atthattime, exportdu-
ties of Rs 6 per litre ($12/bar-
rel) each were levied on petrol
and ATF and Rs 13-a-litre ($26/
barrel) on diesel. acencies
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Govt scraps windfall taxon
local crude sales, ATF export

Windfall tax has been dropped as the outlook for the global oil market is now largely weak

Rituraj Baruah
riturajbaruah@livemint.com
NEW DELHI

he Union government on

Monday scrapped the wind-

fall tax on the sale of domestic

crude oil and the export of

aviationturbine fuel (ATF). It
also withdrew the road and infrastruc-
ture cess levied on petrol and diesel
exports.

Union minister of state for finance
Pankaj Chaudhary on Monday tabled
notifications in the Rajya Sabha scrap-
ping thelevy on sale of domestic crude
oil and exports of petrol, diesel and ATF.
On 18 November, Mint first reported
that the Centre hasdecided toscrap the
windfall taxand that the finance minis-
try would shortly issue an order.

The windfalltaxwas imposed in 2022
asoil prices surged to multi-year highs
following Russia's invasion of Ukraine,
allowingoil and gas producing compa-
niesto make massive profits.

The tax is levied in the
form of a special additional
excise duty, and as addi-
tionalexcise duty orroad
and infrastructure cesson
the export of fuel. It is
reviewed each fortnight,
based on average prices in
the preceding two weeks.

The decision to withdraw wind-
fall tax was guided by the government’s
view thatthislevy has outlived itsutility,
given the fact that the government's
share of the tax on domestic crude has

18 Sep

The tax on crude
oilproducedin
Indiawascutto 0 4

The windfall tax was imposed in 2022 as oil prices surged to multi-year highs

following Russia's invasion of Ukraine.

been zero since September, when it
rolledit back.

InOctober, Tarun Kapoor, adviser to
the prime minister told reporters that
weakening crude prices had
made the windfall tax irrele-
vant and that the finance

ministry would take a call

onitswithdrawal. The tax

on crude oil produced in

the country was cut to

zero on 18 September from

7 1,850 a tonne in the first
fortnight of the month.

Inline with softening global oil

prices, the government had gradually

rolled backelements of the windfall tax.

The road and infrastructure cess on
exported diesel has also been kept at

HT

zerofrom4 March 2023, and the special
additional excise duty on the exports has
been lowered to zero from 1 March
2024

The special additional excise
duty on exported jet fuel has
beensetat zerofrom2 Jan-
uary 2024 from31 per litre
earlier. The road and
infrastructure cess and
the special additional
excise duty on export of
petrol was brought downto
zero from 19 July 2022.

The government had also
exempted petrol, diesel and jet fuel

exported from special economic zones

from windfall tax from 20 July 2022,
The withdrawal of the windfall tax

1,850 1t

Windfall tax that
was being imposed
till 18 Sep

comes atatime when the outlook forthe
global oil market is largely weak, with
prices unlikely toreach the all-time high
levels 0f2022 anytime soon.
Ratingagency Icra on last month pro-

jected that global crude oil demand

growth would decelerate significantly
from pre-covid levels, primarily due to
the muted demand from China, the
world’ssecond-largest oil consumer. It
anticipatesthat this downtrend signals
that crude markets may be entering a
tipping zone, characterized by weaken-
inggrowth dynamicsowing toacceler-
ating electrification.

Prashant Vasisht, senior vice presi-
dentand co-group head, corporaterat-
ings, Icra said: “The scrapping of wind-
fall tax is expected to have limited
impact onoil companiesas the same had
been reduced tonil oncrude oil since 18
September 2024 and on petroleum
productssince 29 February 2024.

“0il prices have been muted in the
range of $70-75 perbarrel over the past
few months on account of the
weaker-than-anticipated
demand from China and

tepid growthofrest ofthe
world.
“Likewise the crack
spreads of diesel, petrol
and aviation turbine fuel
have been muted owing to
weak demand growth amid
supplyoverhang duetowhich the
windfall tax hasbeen low ornil formuch
of CY2024. Accordingly scrapping the
taxisexpected to have limited impact of
oil companies.”
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Govt scraps windfall tax on
local crude, fuel for export

—
Shishir Sinha
New Delhi

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

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

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

India first imposed the
windfall profit tax in July
2022, joining several coun-
tries that tax super-normal
profits of energy companies.
At that time, an export duty
of T6 per litre ($12/bbl) was
levied on petrol and ATF,and

Collection from
windfall gain levy

{In ¥ crose approx)

13,600

6,000

200223 202324 202425
ﬁ?:a.h,_&?! ._l:t”idjl:_!.:i

Source: Finance erﬁslr-\,: -

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

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

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

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

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

The prices of diesel, petrol
and ATF rose even more

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

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

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

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

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

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

Recent interventions re-
flect this approach, accord-
ing to a Finance Ministry
official.
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Govt scraps windfall
tax on oil, fuel exports

CHANDIGARH, DECEMBER 2

The Central Government on
Monday scrapped the wind-
fall profit tax on domestically
produced crude oil, diesel,
petrol, and aviation turbine
fuel (ATF), following a decline
in intemational oil prices.

A windfall tax is levied by
governments against certain
industries when economic
conditions allow those indus-
tries to experience significant-
ly above-average profits.

The tax was introduced in
July 2022 to tax supernomal
profits of oil-producing compa-
nies, which they were eaming

because of nsing global crude
prices. Now; since the average
prices are coming down, the
govemment was not eaming
much inrevenue, soit decided
towithdraw the tax.

On Monday, the Union Min-
ister of State for Finance,
Pankaj Chaudhary, tabled a
notification in the Rajya Sab-
ha, scrapping the levy on
crude oil produced by firms
like state-owned Oil and Nat-
ural Gas Corporation (ONGC)
and exports of fuels done by
companies like Reliance
Industries Ltd

The windfall profit tax has

been a subject of controversy
ever since it was levied While
it initially sought to balance
government revenue amid
fluctuating oil prices, industry
players argued that it negative-
ly impacted profitability and
disincentivised production.

The Ministry of Petroleum
and Natural Gas had been
lobbying for its removal for
some time now.

The govemment also
removed the Road and Infra-
structure Cess (RIC)on petrol
and diesel exports, further
alleviating the financial pres-
sure on the oil sector. — TNS
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Govt. scraps
windfall tax
on domestic
crude oil,
export of fuels

Press Trust of India
NEW DELHI

The government scrapped
30-month old windfall tax
on domestically-produced
crude oil and export of jet
fuel (ATF), diesel and pe-
trol following a decline in
international oil prices.

Minister of State for Fi-
nance Pankaj Chaudhary
tabled a notification in Ra-
jya Sabha scrapping the le-
vy on crude oil produced
by firms like State-owned
0il and Natural Gas Corpo-
ration (ONGC) and exports
of fuels done by companies
like Reliance Industries.

The notification rescind-
ed the June 30, 2022 order
and withdrew levy of spe-
cial additional excise duty
on crude oil (which is re-
fined into fuels like petrol
and diesel) and export of
aviation turbine fuel (ATF),
diesel and petrol, he said.

Alongside, the road and
infrastructure cess on pe-
trol and diesel exports has
been withdrawn.

India first imposed
windfall profit taxes on Ju-
ly 1, 2022 joining nations
that tax super normal pro-
fits of energy companies.

At that time, export du-
ties of 6 a litre each were
levied on petrol and ATF
and %13 a litre on diesel. A
323,250 per tonne windfall
tax on domestic crude out-
put was also imposed.

The government had
garnered about 25,000
crore through the levy in
the first year of its imple-
mentation, 13,000 crore
in 202324 and 6,000
crore so far this year.
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Greenline partners
Flipkart to power

greener supply chains

ESSAR GROUP'S
!-Q GREENLINE Mobility
2 Solutions will deploy
its fleet of LNG-run
truck for transporting goods
for Flipkart as part of the
homegrown e-commerce
player's plans to decarbonise
its delivery operations, the
firm said Monday.

FINANCIAL Exmgﬂgg @iﬁ
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GreenlLine to deploy LNG
vehicles for Flipkart

Mumbai: GreenLine Mobility
Solutions has partnered with
Flipkart to enhance sustainable
operations in logistics. It will
deploy its fleet of 25
LMG-powered trucks, each
equipped with 46 ft containers
offering a capacity of 110 cubic
meters, marking a key step in
Flipkart's broader commitment
to decarbonising its delivery
operations. curBUREAU
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Gujarat Gasraises CNG
pricesin5 States, 1 UT

R
Our Bureau
Ahmedabad

Gujarat Gas Ltd has raised
the price of compressed nat-
ural gas (CNG) being sold in
five States and one Union
Territory by 1.5 per kg.

This is the third time the
country’s largest CGD oper-
ator has hiked prices.

PRICE JUMP
The State-run entity has
raised CNG prices in Gu-
jarat, Maharashtra (Palghar
district and Thane Rural),
Rajasthan (Jalore, Sirohi,
Dungarpur and Banswara),
Haryana (Sirsa and Fate-
hbad), Madhya Pradesh (In-
dore, Ujjain, Jhabua, Ratlam,
Dewas) and the Union Ter-
ritory of Dadra and Nagar
Haveli.

The company has, how-
ever, not raised gas prices for
Punjab (Amritsar, Bhatinda,

Hoshiarpur, Gurdaspur,
Ferozepur Faridkot, Mansa,
Sri Mulktar Sahib and
Fazilka). Gujarat Gas oper-
ates in 44 districts in six
States. It has more than 820
CNG stations across the
country, from where it sells a
little over 2.7 mscmd of nat-
ural gas.
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Natural gas: Support
ahead for futures

—
Akhil Nallamuthu
bl. research bureau

The price of natural gas fu-
tures has been moderating
for nearly two weeks. But
fromabroader level, the con-
tract has been volatile and
there is no clear trend seen
on either side.

COMMODITY
CALL.

The December contract
on the MCX started to de-
cline after facing a barrier at
X300. It has begun the cur-
rent week losing around 5
per cent in the early trade on
Monday. However, from the
current market price of
268, there are support
levels ahead.

The nearest potential sup-
port is at %265, where a
couple of trendlines coin-
cide. Below this, 256 is an-
other notable support. That
said, in case there is a bullish

Return 21.0% {per MMBTLU)
300
250
200
150
100
Mow 30, 23 Mov 29, 24
reversal from the current

level, it is likely to be limited
to ¥280 barrier. At the cur-
rent level, the risk-reward ra-
tio is unfavourable for fresh
short positions. So, traders
can consider a short-term
long trade when the price
dips to the nearest supportat
3265.

But note that long posi-
tions carry higher risk and
therefore, risk-averse
traders can stay out. Buy nat-
ural gas futures (December)
if the price dips to T265.
Place stop-loss at 258.
When the price rises to 3275,
revise the stop-loss to T268.
Book profits at T280.
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Nayara plans retail
fuel outlet growth

Rituraj Baruah
‘rituraj,barualr‘:éiivemint.mm
NEW DELHI

osneft-backed Nayara
R Energy Ltd is planning

to increase the number
of'its retail fuel outlets with a
focus on rural areas and new
highways, even as it explores
ways to expand its compressed
natural gas (CNG) business, its
chief marketing officer Mad-
hur Taneja said.

The refining and oil-mar-
keting firm has 6,500 pumps
across Gujarat, Maharashtra,
Rajasthan, Karnataka, Tamil
Nadu, Kerala, Andhra Pradesh,
Odisha and Telangana. “You
can look at our past perform-
ance and do your numbers.
We are shy of making claims
and trying to chase the num-
bers. But, if our past perform-
anceis a barometer, you would
see us growing to take a fair
share of the market. It is look-
ing extremely strong, so you
can expect us to definitely par-
ticipate and take a fair share.”

In 2017, Ruias-owned Essar
Group sold Essar Oil, its refin-
ingand fuel retailing business,
to Russian oil giant Rosneft
and an investment consortium
led by commodity trading firm
Trafiguraand UCP Investment
Group for386,000 crore. Fol-
lowing the deal, Essar Oil was
rebranded as Nayara Energy .

Taneja said the company
will look at expansion with the
addition of new retail outlets

The company is alsolooking
to expand its CNG business.

andboost business with exist-
ing customers and improved
services backed by technology
and the evolution of new busi-
ness models such as‘deliverto
home’. “Wewill pivot our busi-
ness on two levers. One, con-
tinue expanding the network
sothat we make thisparticular
product accessible, as conve-
nience and accessibility are
goingto be the mainstay. Hay-
ing said that, it is not only
rural. It's (retail) going to grow
along new highwaysdue toa
lot of investment in infrastruc-
ture. The second pivot will be
around the existing custom-
ers. We see millionsoftransac-
tions happening, upwards of
150 million every month (at
Nayara outlets). And the trans-
actions are important for us.
These transactions will grow.
It's going to be about how we
use technology tobringin that
delight with the customer.”
For an extended version of
the story go to livemint.com



FINANCIAL EXPRESS, Delhi, 3.12.2024

Page No. 3, Size:(7.43)cms X (12.50)cms.

LOOKSTOATTAIN NETZERO EMISSIONS BY 2038

ONGC looks at foray
into offshore mining

ARUNIMA BHARADWAL
Mew Delhi, December 2

STATE-OWNED OILAND Nat-
ural Gas Corporation (ONGC)is
looking to ventureintomining
of offshore minerals given the
company's technical expertise
in drilling in sub-surface and
offshore areas, a senior execu-
tive at the company said.

“We are not looking tobid
right now (under the first
tranche of offshore mineral
auction) but we do have
acreages offshore so we will be
happy if we get something
there,” the source said.

This comes amid the gov-
ernment’s target of increasing
domesticexplorationand pro-
duction of critical minerals to
achieve the country’s net zero
targets by 2070 and reduce
dependency on imports of
such minerals, Minerals like
lithium, copper, cobalt and rare
earth elements are used in
various sectors like nuclear
energy, renewable energy,
space, defence, telecommuni-
cations, etc.

In line with this, the min-
istry of mines recently
launched the first tranche of
auction of offshore minerals
putting 13 such blocks under
the hammer. While ONGC may
not bid under the first round,
the executive noted that the
company may bid for offshore
blocks going forward.

“We have a lot of laborato-
ries because we do it for the
subsurface, 50 we can do it for
this (offshore minerals) plus
weare trying togivea little bit
more emphasis to critical min-
erals,” said the source adding

EXPLORATION ON THE CARDS

B This comes amid
govt's target to
increase domestic
exploration and
production of
critical minerals to
achieve net zero
targets by 2070

H Ministry of mines
recently launched
the first tranche of
auction of offshore
minerals putting 13
such blocks under
the hammer

B Demand for critical minerals is
going to rise in India with demand
forlithium likely to rise 8X

B Govt has kept royalty rates on
mineral blocks at a lower level
to attract industry partners

that the company wants to
poolits resources with the gov-
ernment and come up witha
holistic plan for offshore min-
eralmining,

In September, ONGC
Videsh, a wholly-owned sub-
sidiary of ONGC, along with
0il India (OIL), and Khanij
Bidesh India (KABIL) signed
a Memorandum of Under-
standing  (MoU)  with
International Resources Hold -
ing (IRH), UAE, to cellaborate
globallyon the critical mineral
supplychain.

The primary goal of this
Mol is to identify,acquire,and
develop critical mineral pro-
jects worldwide, including
India, the company had said.

ONGC aims to achieve net
zero operational emissions by
2038.To realise this goal, the
company is also expanding its
renewable energy portfolio
developing wind, hydro, and
hybrid projects.

The gover nment, underthe

first tranche of offshore min-
eralauction, has put three lime
mud, three construction sand,
and seven polymetallic nod-
ules and crustson sale,

The demand for critical
minerals is going to rise in
Indiawith demand forlithium
likely to rise eight times, the
coaland mines minister G Kis-
han Reddy had said. The gov-
ernment isalso expecting Cab-
inet’s approval on the Critical
Mineral Mission soon.

Mines secretaryVLEantha
Rao had earlier said that the
government has kept rovalty
rates on mineral blocks at a
lowerlevel toattract industry
pactners. “We are now
looking for industry partners
to come and partner with
us for exploiting mineral
wealth,” he had said.

The government is also
seeking international tie-ups
for exploration of critical min-
erals and planstoconduct road-
shows invarious countries.
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Reform
fuel taxes

On Monday, India’s finance
ministry did away with windfall
tax on crude-oil products, pet-
roland diesel, ending a distort-
ive imposition that had been put
in place around mid-2022, soon
after the Russia-Ukraine war
sent oil prices soaring. This will
relieve oil companies whose
profit margins took a hit thanks
to the Centre takingawayaslice
of their one-off profits that geo-
political turbulence had deliv-
ered. Broadly, it’s always a bad
idea to levy opportunistic taxes.
These defy the principle of tax
stability, which all investors
should be assured of in every
sector. Inany case, fuel taxation
in India has long needed to be
rationalized. Since demand for
fuelsdoesn’t varymuch as their
prices rise, they are easy to
squeeze for revenue. Fuels in
India remain woefully over-
taxed. Kept out of the GST sys-
tem, fuels in many states sell at
prices with such huge slices
going into government coffers
that they distort the cost struc-
turesof several industries. Avia-
tion, for example. Across sec-
tors, all this adds up to eco-
nomic inefficiency. Dropping
the windfall tax is welcome, if
belated. But the tax treatment of
fossil fuels is in need of a big
rethink—guided by carbon con-
cerns, not revenue rake-ins.
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Windfall gains tax on domestic
crude production, export of
petrol, diesel, ATF scrapped

AANCHAL MAGAZINE
& SUKALPSHARMA
MNEW DELHI, DECEMBER 2

ALMOST TWO-AND-HALF years
afterit was introduced, the gov-
ernment has finally withdrawn
windfall gains tax on domestic
production of crude oil and ex-
port of diesel, petrol, and avia-
tion turbine fuel (ATF). The
Finance Ministry notifications
for removalof the windfall tax—
special additional excise duty
(SAED ) on production of crude
and export of ATF, and road and
mfrastructure cess (RIC) on ex-
part of petrol and diesel—with
immediate effect were laid in
Parliament on Monday.

Lately, not much revenue
was getting generated by the
windfall gains tax. In fact, the
levies are currently nil. This is
mainly due to significant soften-
ing in prices of crude oiland the
threemajor fuels in the interna-
tional market.

The enabling provisions to
impaose the levy, however, con-
tinued to be in place. With
Monday's move, the govern-
ment has effectively withdrawn
those provisionsaswell, sources
ndicated. The industry had also
raised concerns about the con-
tinuation of the levy, sources
said.

These levies were first im-
posed on July 1, 2022 due o the
surge in global oil and fuel prices
in theaftermathofRussia'sinva-
sion of Ukraine, As the price of
crude oil produced in India is

$The IndianEXPRESS

FINANCE MINISTRY NOTIFICATIONS

File

benchmarked to international
prices, domestic oil prices also
went through the roof, At the
same time, margins on fuels
werea lotmore lucrative in other
markets, incentivising refiners,
particularly private sector play-
ers, to export fuels. This had re-
sulted in fuel supply disruptions
in some parts of the country.

Apart from taking a share of
windfall profits of oil producers
and fuel exporters to partly
soften the blow of duty cuts on
domestic petrol and diesel sales,
the government also wanted to
ensure enough fuel supply to
meetdomesticdemand through
these taxes.

The levies were reviewed on
a fortnightly basis by theFinance
Ministry based on crude oil and
fuel prices in the international
market.

With theinternational crude
oil and fuel market nowhere as
volatile as it was in the initial

THE FINANCE Ministry
notifications lor
removal of the

windfall tax—special
additional excise duty
(SAED) on production of
crude and export of
ATF, and road and
infrastructure cess (RIC)
onexport of petrol and
diesel—withimmediate
effect were laid in
Parliament on Monday

months of the Ukraine war, and
the domestic fuel supplies stable
and robust, the windfall gains tax
collection has seen a steady de-
cline over the past two-and-a-
half years. Thewindfall gainstax
mop-up was around Rs 25,000
crore in 2022-23 (FY23), around
Rs 13,000 crore in FY24, and
around Rs 6,000 crore so far in
FY25.

While the levy on petrol ex-
ports hasbeenzero since July 20,
2022, on diesel exports, it has
been nil since March 1, 2024.0n
ATF exports, windfall gains tax
was reduced to nil [rom January
2, 2024, while on domestic oil
production, the levy was
brought down to zero from
September 18, 2024, When the
windfall gains tax was first im-
posed, it translated to a levy of
about $40 per barrel on domes-
tic crude oil production, as crude
oil prices were well over $100
per barrel at the ime,

Tue, @3 December 2024 Care)
https://epaper.indianexpress.com/c/7¢ -!
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Windfall Tax on Domestic Crude, Fuel
Exports Scrapped After 30 Months

Road and infrastructure cess levied on export of petrol and diesel also withdrawn

Our Bureau

New Delhi: India Monday scrapped
the 30-month old windfall profit tax
on domestically-produced crude oil
and on export of jet fuel (ATF), diesel
and petrol following a decline in in-
ternational oil prices.

The government has collected
44,000 crore from the windfall tax
since it was first imposed in July,
2022, Minister of state for finance
Pankaj Chaudhary tabled a notifica-
tion in Parliament scrappingthe levy.

The notification rescinded June 30,
2022 order and withdrew levy of spe-
cial additional excise duty (SAED)on
production of crude oil (which is re-
fined into fuels like petrol and diesel)
and onexport of aviation turbine fuel
(ATF), diesel and petrol, the notifica-
tion said.

Windfall Tax Collectiofis

(in z Crore)

WINDFALL TAX WAS FIRST |
IMPOSED IN JULY 2022 o\

cess on

Road and
infrastructure | tonne tax was

Petrol diesel
scrapped

A723,250 per e

levied on .
domestically %
produced crude'«

FY23 FY24 FY25

The move follows a recommendation
in this regard by the petroleum and
natural gas ministry “The levy has
served its purpose...,” a government
official said. Separately, the govern-
ment has also withdrawn the road and
infrastructure cess (RIC) levied on ex-

FM CITED “PHENOMENAL
PROFITS” ON EXPORTS
FOR THE TAX

portof petroland diesel.

The government had first imposed
windfall profit taxes on July 1, 2022 to
tax super normal profits of energy
companies. At that time, export duties
of %6 per litre ($12 per barrel)each were
levied on petrol and ATF and 213 a litre

($26 a barrel) on diesel. A #23,250 per
tonne ($40 per barrel) windfall profit
tax on domestic crude production was
alsolevied.

FM Nirmala Sitharaman had then
said “phenomenal profits” on exports
at the expense of domestic availability
forced the Centre to impose export du-
ties on petrol, diesel and jet fuel, and
the windfall levy; adding that these du-
tieswill be reviewed every fortnight in
the light of international prices. The
domestic producers of petroleum
crude sell their crude at international
parity price and as international
crude prices rose sharply, these pro-
ducers made super-normal profits.

The Centre collected 225,000 crore in
the windfall tax, which came down
sharply in FY2024 to 213,000 crore. In
the first eight months of the current
fiscal year, the Centre has collected
6,000 crore.
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Windfall taxon
domestic oil, fuel
exports scrapped

No major revenue impact, say experts

SUBHAYAN CHAKRABORTY
& HARSH KUMAR

New Delhi, 2 December

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

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

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

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

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

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

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

SHRINKING
TAX RECEIPTS

Amount (% cr)

FY23)»

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

Turn to Page 6 b
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Moveunlikely to have impact on tax burden of oil firms

But falling global prices of crude oil have
ended the justification for the tax. The tax
was extended to exports of petrol, diesel,
and aviation fuel after private refineries
started raking in big gains from overseas
markets instead of selling the fuels in the
domestic market. It was calculated based
on refiners’ overseas shipment margins,
or the difference between domestic pro-
duction costs and international prices. The

tax rates were reviewed every fortnight,
based on average oil prices in the previous
two weeks. After the rates were slashed to
nil on September 18 for just the second
time since April 4, 2023, the call to remove
the tax had grown within the government,
the official said.

The Centre’s annual receipts from the
tax have shrunk since FY23, the data pro-
vided by ministry sources shows.

Windfall-tax receipts stood at ¥6,000
crore in FY25, down from 13,000 crore in
FY24 and 225,000 crore in FY23. The gov-
ernment’s revenue realisation from the tax
has not been as significant as that from
excise duty on sales of petrol and diesel,
an analyst said. The latest move is unlikely
to have an impact on the tax burden of
upstream oil companies, analysts reiter-
ated on Monday.
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Windfall tax on oil scrapped

ARUNIMA BHARADWAJ
& PRIYANSHYERMA
Mew Delhi, December 2

THE GOVERNMENT ON Monday
scrapped the windfall tax on
domestic production of crude
oil and exports of petrol, diesel
and aviation turbine fuel (ATF),
effective immediately.

The move marks the end of a

levy introduced in July 2022 and
comesas a bigreliefto oil producers
and refiners.

The petroleum ministry g
had sought removal of Lhe?)
tax, noting that there is nof
relevance of the tax anymore

ascrude prices have stabilised
from their earlier highs.

NO RELEVANCE

B Petroleum ministry
. had sought removal
of the tax, citing
its irrelevance
mThe levy was intra-
duced inluly 2022
after Russia-Ukraine
conflict outbreak

Continued on Page 5

‘Windfall tax on

oil scrapped

SHARES OF MAJOR oil pro-
ducers Reliance Industries and
state-owned OMGC recovered
about 2% from theirday’s low.
Shares of RIL rose by 1.28% to
%1,311.05 against theprevious
close of $1,292.45,while that
of ONGCwere upby 0.52% to
25810 from the previous
closeof £256.75 on the BSE,
Windfall tax was imple-
mented post the outbreak of
conflict between Russia and
Ukraine whenoil prices spiked
and remained above 5100 per
barrel forseveral weeks. The tax
was aimedat curbing unprece-
dented profits earned by oil
companies and generating
additional revenuefor thegov-
ernment. The cessimposed on
crude oil lowered the realisa-
tions of upstream industry to
~$70-75/barrel. Likewise for
HSD (diesel), MS (petrol) and
ATE,it reduced the ex-refinery
realisations, according to
Prashant Vasisht, senior vice-
president & co-group head—
corporate Ratings, Icra.
Crudeoilpricesare nowhov-

eringaround $70-75 perbamrel
on account of weak demand
from China, the world’s largest
consumer of oil, uncertain
geopolitical situation, and pro-
jected glutofoilin themarket.

Fost theimplementation of
the tax, the government col-
lected a revenue of 25,000
crore inFY23 whichdroppedto
13,000 erore in FY24. In the
current fiscalsofar,the govern-
ment has collected 6,000
crore as revenue from windfall
tax. “The scrapping of windfall
tax is expected to have limited
impacton oil companies asthe
same had been reduced tonil
oncrude oil since September
18, 2024, and on petroleum
products since February 29,
2024 " Vasisht said.

Since its imposition, there
have been over 20 revisions in
thecess, basis the movementin
crude pricesand crack spreads
of HSD, MS and ATF.The gov-
ernment had raised the wind-
fall tax on petroleum crude to
7,000 pertonne from 6,000
pertonne, effective July 16.
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Wrong oil price is really
a problem for OPEC+

THEBESTSCANDALSarethose that start when someone, somewhere, decidesto
saysomething utterly shocking: the truth! Aseniorofficial of the OPEC+ oilcartel
has said publicly what many thought privately — the grouphas been keeping oil
prices toohigh,effectively subsidising its rivals. The result? It cannot increase pro-
ductionand instead relies onever-increasing output cuts.

Afshin Javan, the No. 2 official in the Iranian delegation to OPEC+, published a
commentary on his country’s state-run news agency Shana on November 26, The
group,heargued,faceda”asupply glut”largely of its own making following several
years of production cuts.“This strategy in support of prices has effectively encour-
aged higher supply outside the group, particularly on the part of the US,"he said.
“That wouldleave alimited room for manoeuvring by OPEC+ toeaseits restrictions.”

Within hours, the op-ed was deleted without explanation. But the damage, in
the run-up tothe cartel’s next meeting, was done. The commentary echoes the
child in Hans Christian Andersen’sfable The Emperor's New Clotfies,who proclaims
“but he hasn't got anything on!"Yup; the kingis inthe altogether.

OPEC+ has nowdelayeda gathering scheduled forDecember 1 until December 5,
as SaudiArabiatriestoconcoct aplan to keep oil prices higher. Back in June, the group
announcedadealto increase production from September 2024 and throughout 2025
in monthlyinstalments. But weak oil prices had forced OPEC+ to delay the increases
already twice, first from Septemberto October, and
then from October to January.

The postponement allows the group extratimeto
decide what comes next. At aminimum, SaudiArabia
is pushingto delaytheoutput increases a third time,
by somewhere between three and six months, dele-
gatestell me.The kingdomhasalso discussed the pos-
sibility of extra output cuts,buthasso farfound zero
appetite among the membersforthat proposal.

J AVIER BLAS Inthe meantime, Riyadhis trying to arm-twist Irag
and Kazakhstanintorespecting their OPEC+ produc-
Bloomberg tionlimits.Bothnations have regularlypumpedabove
their quotas, along with Russia and the United Arab
Emirates. Kazakhstan,which has spent billions expanding its largest oilfield, is
protesting sothat the group recognises its right to produce more il next year. That
battle has the potential to derail anydealon December 5, delegates tell me.

Ultimately,however,the Iranians are right: OPEC+ is subsidising the growth of
itsrivals,and thelongerit persists themore difficult it willbe tofind an exitstrat-
egy. Sure, President-elect Donald Trump may create an offramp for the Saudis if
he’s able tocurb Iranian and Venezuelan oil exports. But that’shardly a sign of pol-
icysuccess for OPEC+; onthecontrary,it would showthat the cartel isat the mercy
of the White House.

Year-to-date, Brentcrude has averaged about $80.5 a barrel. Prices have only
been low enough since September to inflict some pain on US producers. Still, oil
prices of $70 to §75 abarrel aren’t enough to stop the American shale industry.
One key reasonis efficiency;anotheris that $70 a barrel is quite good froman his-
torical point of view. It’s worth remembering that Brent averaged $63 abarrel in
the2017-2019 period,when US producers added roughly sixmillion barrels aday
in extra crude and otherliquids output.

The International Energy Agency estimatesthe US shaleindustryis sogood at
drilling, and does it so cheaply, that today just 300 rigs do the job that took 500
rigs five years ago. Travis D Stice,the chief executive officer of top shale producer
Diamondback Energy, recently told investors that he initially planned touse 22 to
24 rigs nextyear,but thought he could do the job nowwithjust 18 rigs.

Geology will eventually halt the US shale industry even if oil prices stay high. But
thatdayhasn'tarrived yet. The longerOPEC+ pushes fortoo high prices,the deeperthe
hole it digs foritself,unable toincrease production. OPEC + officials know it, but few
daretospeakup. Theyneedtodoso— orthey’ll regret it in the future.
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