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BANS ON BS-3 & BS-4 DIESEL VEHICLES HAS DISRUPTED TRANSPORTATION

Pollution crisis in Capital fuels demand for
CNG, BS-6 vehicles during wedding season

NEW DELHI: The enforce-
ment of Stage IV of GRAP,
which bans BS-3 and BS-4
diesel vehicles, has disrupted
travel and transportation, par-
ticularly for those engaged in
the wedding business.

'The Central Pollution Con-
trol Board imposed GRAP-
IV measures after Delhi’s air
quality index (AQI) entered
the severe category on Sunday.

The restrictions, which
came into effect at 8 am Mon-
day, aim to curb pollution
caused by older diesel vehicles.

However, the measure has
had unintended consequences.

Travel agencies report a
sharp rise in demand for BS-6
and CNG vehicles, including
cars like Ertiga, Innova, and

PIC/PTI

traveller buses, as they scram-
ble to meet commitments made
before the ban.

“The wedding season has
added to the pressure. Many
vehicles were pre-booked
months in advance, and with
this sudden ban, we had to
scramble to adjust,” said Sewak
Tuar, a travel agency owner.

“We are struggling to

arrange new vehicles, the pet-
rol, CNG, and BS-6 compliant
ones, as weddings and trans-
portation needsare being heav-
ily affected,” he added.

Aryan Sinha, another travel
agency owner, highlighted the
growing challenges

“We have vehicles available
for nearby trips like Amritsar,
but families booking vehicles

for destinations such as Manali,
Mussoorie, and Rishikesh, as
wellas for weddings, are facing
difficulties,” he said.

According to Sinha, wed-
ding bookings often require
10 to 15 vehicles for multiple
days. Managing this demand is
challenging because they now
have to ensure vehicles meet
the required standards, he said.

“For large groups, CNG
buses, traveller buses, and
BS-6 compliant vehicles, espe-
cially newer models from 2020
onward, are in high demand,”
he said.

The restrictions have also
impacted routine tourism as
pollution prompts many fami-
lies to plan trips to hill stations.

Rajesh Kumar, another

travel agency owner, said, “This
is the peak wedding season,
and many families plan desti-
nation weddings or large gath-
erings requiring bulk bookings.
Rearranging these commit-
ments has been costly and dis-
ruptive, as we now have to rent
additional vehicles or upgrade
our fleet to comply with the
regulations.”

The shortage has also
caused financial strain on
agencies, with many report-
ing losses. “A large portion
of our fleet comprises BS-3
and BS-4 vehicles, which are
now off the roads. To accom-
modate the demand, we've
had to rent compliant vehi-
cles, which increases costs,”
Kumar added. AGENCIES
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REFINED
PETROLEUM
PRODUCT
EXPORT ROSE
12% IN OCT

OUTBOUND PETROLEUM PRODUCT SHIPMENTS RISE | DOMESTIC FUEL
Amount ($bn) CONSUMPTION GROWS

Month FY25(mt)  Chg(%) FY25 Chg (%) Month FY25 (mt) Chg (%)
April 4L75 8.94 |l 37 4 |l | April 20.15 .75 |l
May 5.26 -0.5 | 3.19 6.16 [N May 207 1.88])
June .98 -0.59 | 3.51 2.03 I June 19.93 2310
July 50  W-4.67 [3.67 -10.26H July 19.66  7.49 [
August 5 -1t 3.4 August 18.34 H-2.65
September 5.8 20.83 || 3.9 -9.3 I September 17.9 1 16
October 51 133 3.3 -8.3 Il October 20 2560

36.8 TOTAL 137.05  2.54

Demand in key overseas markets
hasenabled the continuing risein
the exportofrefined petroleum
products, which jumped12.7 per
centinOctober, according to the
latest data released by the
Petroleum Planningand Analysis
Cell (PPAC). Exportof refined

petroleum products widened in
the latest monthto 5.1 million
tonnes(mt), earningIndian
exporters $3.3 billion. Exportsin

the category have increased by 4.2

percentto36.8 mtin thefirst
seven months of FY25, mostlyon

accountofa broad-based increase

Source: PPAC

in exports of petcoke, petrol, and
aviationturbinefuel. The data

may cheer policymakers, given
expectations of falling market
demandinthelast monthsof2024
amid highersupply, and
deceleratingsupplyin Chinaand
elsewhere. SUBHAYAN CHAKRABORTY
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@ What iswindfall
tax? Whenisit
imposed?

WINDFALLTAX IS THE highertaxlevied
by the govemnment oncertain specific
products ina specific industry when
economicconditions allowabove-
average profits to begenerated by
these products.

Postthe start of the Russia-Ukraine
conflict, Brent crude oil prices spiked
to about $135/barrel and remained
above $100/barrel forseveralweeks. A
fewcountries, including the US,
banned Russianoil and gasimports,
while some European nations decided
to phase out Russian cil and oil
products. This led to further spikes in
crude prices and oil companies
making significant profits,
Recognising this, the government
decided to impose a windfall gains tax.
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Why the windfall tax

JULY 1, 2022

SPECIALADDITIONAL

Thetax, imposed on domestic crude ol e e sye EXCISEDUTYOF

production as well as exports of petrol, as Ou lve 1 s u 1 ¥23,250 PER TONNE

diesel, and jet fuel, thuswas aimed at OF CRUDE WAS

curbing unprecedented profits earned 2 : #o IMPOSED

by oil companies and generating The petroleum ministry has written to the finance ministry

additional revenue forthe ; : ;

S ornmdot At GRS seekmg ren}crval of themndfall taxon Frude oil asthe global SINCETHE

was toshoreup domestic supplies as crude oil prices have declined substantially compared to IMPOSITION, THERE

oil refiners were preferring to export 4 . . HAVE BEEN

thantmeet thilical reqiirerments, 2022 when the taxwasimposed. Prashant Vasisht explains ORI

giveaihespikeindamandiovecaian. why the cess has norelevance now REVISIONS IN
THE CESS

e Onwhat productswas thewindfall tax imposed?

ON JULY 1,2022, the government annual production of crude was T6/litre and on aviation turbine fuel WI.NDFALLTAX

imposed a special additional excise less than 2 million barrels, were (ATF) of T6/litre on the oil refining ONDOMESTICALLY

duty of 23,250 per tonne of crude, exempted from this cess. Besides this companies. PRODUCED CRUDE

{equivalent to ~$40/barrel) owing cesson crude, the government imposed This special additional excise duty is WAS SCRAPPED.

toelevated crude prices and the special additional excise duty on reviewed every fortnight based onthe TO ZERO

windfall gains made by the crude
producers. Small producers, whose

Fri,
READ TO LEAD

exports of high-speed diesel (HSD}
at T13/litre, motor spirit (MS) at

average prices of oil in the preceding
twoweeks,

financialayn anantin .. .

22 November 20824
https://epaper.financialexpress.com/c/76275980

e Is there any
sunset clausein
this special cess?

SINCETHE IMPOSITION, there have
been more than 20 revisions in the
cess, basis the movement in crude
prices and crack spreads of HSD, MS
and ATE. The government had raised
thewindfall tax, or special additional
excise duty(SAED)on petroleum
crude to 7,000 per metric tonne
from 6,000 per tonne, effective July
16,2024 . However,inAugust as
crude pricesstarted falling, it started
slashing the windfall tax. By August
31,2024, the cess on domestically
produced crude oil was down to
%1,850 per tonne. It was further
scrapped to T0 per tonne, effective
September 18. Windfall tax on
export of dieseland ATF was retained
atnil. However, thereis no sunset
clause specified, though thiswasto
be atemporary cess to be phased out
when crude and product prices ease
tonormal levels.

e Impacton
upstream and
downstream firms

THE CESS LOWERED thecrude oil
realisations of upstream industryto
~870-75/barrel Likewise for HSD, M5
andATF, it reduced the ex-refinery
realisations. The marginsand cash
accruals of the industrywere impacted;
however,the capex planswere not
adverselyimpacted as ex-SAED
realisations were remunerative for
undertaking capex. Aremoval of the tax
would benefit upstream companiessuch
as state-owned ONGC and private players
like Reliance as it affectstheir
profitability and cash accruals.Whilethe
government has been reducing the
windfall taxina graded manner in
responseto the fall in crude prices, oil
companies, especially those involved in
exploration, production,and refining,
have found the fortnightly review and
revision process cumbersome, as it adds
to the uncertaintyinan industry that
requires heavy capital investment.

e Is the governmentwithdrawing the cess?

EVEN AS GLOBAL economicgrowth
remains tepid, intensifying
electrification and slowdown in Chinais

leadingto reduced demand for crudeoil.

Prices of erude oilhave moderated to
$70-75/barrel at whichupstream
companieswould not bemaking the
above-average profits. Thecrack spreads
of oil products havealso declined owing
to newrefinerycapacityadditions amid
weakdemand. Accordingly, the
government is considering withdrawal
ofthe special additional exciseduty on
crude oil, HSD, MS and ATF.As the global
crude oil prices havedeclined

New Delhi

substantially comparedto 2022 when
the taxwas implemented, there is no
relevanceof the tax now.An FEreport last
month had quoted Tarun Kapoor,advisor
tothePrime Minister, as saying that the
government is mulling scrapping
windfall tax on crude oil. He had said that
the petroleum ministry has sought
removal of the taxandthat the finance
ministry will take a callonthesame
noting that there is norelevance of the
taxanymore.

The writerissentorvice president & co-
grouphead - Corporate Ratings ICRA
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