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The Oil Ministry has sought a review of the two-and —a- half month old windfall
profit tax on domestically —produced crude oil saying it goes against the principle of
fiscal stability provided in contracts for finding and producing oil. The Ministry in the
August 12 letter , reviewed by PTI, sought exemption for fields or blocks — which were
bid out to firms under the Production Sharing Contract and the Revenue Sharing
Contract - from the new levy. It stated that since the 1990s, companies had been
awarded blocks or areas for exploration and production of oil and natural gas under
different contractual regimes , wherein a royalty and cess is levied and the government
gets a pre-determined percentage of profits . The Ministry, according to the letter, was
of the opinion that the contracts have an in- built mechanism to factor in high prices as
incremental gains get transferred in the form of higher profit share for the government .
E-Mails sent to the Oil Ministry as well as the Finance Ministry for comments remained
unanswered.

Besides , the contracts specifically provide for fiscal stability for the contracting
parties, it said adding any change of law or rule or regulation that adversely changes
expected economic benefits to parties can lead to seeking revision and adjustments to
the terms of the contracts. It added that it had got representations from ajor crude oil
producers, including ONGC and OIL and Vedanta limited ., for a review of the new
levy as it was adversely impacting their investment plans. Concerns raised by these
firms include economic unviability and contract clause violation, it added.
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Such action as may be deemed necessary

2. Allow benefit of the counting former service to ...

3. Examine the proposal in the light of observation at above noting
4. Retrospective effective can not be given it this order
5. Weekly arrears statement for the week ending .......... submitted for

perusal............
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