PETROFED

Ref. No.: PF/9
January 25" 2016

The Secretary,

Ministry of Petroleum & Natural Gas
Shastri Bhavan

New Delhi

Dear Sir,

Sub: Re-introduction of Customs duty on crude oit

Oil refining companies are passing through difficult times due to massive inventory losses
caused by steep and continuous decline in international crude oil prices and volatile exchange

Amidst all these uncertainties, the refiners are having a grave concem on apprehensions in
certain quarters that Govt. is considering reintroduction of customs duty on crude oil. As you
are aware, customs Duty on crude oil is not a pass through in the sales price of product as per
present pricing formulae and therefore shall lead to an increase in the input cost of the

refineries. This will further dent the already eroding financials of refineries due to falling oil
prices.

The country imports about 78% of its crude oil requirement and remaining 22% is supplied by
domestic crude oil producers. On the domestic crude oil purchases too, refineries have to

It may be mentioned that Govt has been gamering additional revenues through successive
increases in excise duty on Petrol and Diesel during the last one year. Petroleum sector is
already contributing to the Govt exchequer in a big way in this regard and therefore it is urged

that it may not be saddled with any additional burdens like cess on domestic crude oil or
customs duty on imported crude oil. :

Considering the investment plans of refining companies, the costs that are not pass through in
prices (like VAT on crude oil) already being borne by them and the current burden of steep and

continuous fall in oil prices, the refining companies shall not be able to absorb any additional
costs such as imposition of customs duty on crude oil.

We only hope that there is no proposal to re-introduce customs duty on crude oil as is being

talked in some circles. We request MoP&NG to ward off against any such move by the Finance
ministry, if any.

Yours faithfully,

e

LA
Dr. R. K. Malhotra

Director General
Petroleum Federation of India
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