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ST compensation cess may
support carbon storage plan

The move is expected to be part of the proposed carbon capture utilization and storage policy

Utpal Bh,
;Jtpal.b@livemlnt.com
NEW DELHI

he government may use the

goodsand services tax (GST)

compensation cess for a

clean energy fund to help

access low-cost finance as
part of India’s carbon capture utiliza-
tion and storage (CCUS) policy that is
currently in the works, said two people
aware of the development.

The marquee policy—spearheaded
by India’s federal policy think-tank Niti
Aayog—whichisstillin the draft stage
can help the world’s second largest
producer of coal leverage its enormous
fuel reserves to manufacture clean
products.

The proposed policy holds impor-
tance given India’s commitment to net-
zero carbon emissions by 2070, and
reducing the carbon intensity of its
economy by 45% from the 2005 levels.

CCUS involves capturing carbon
dioxide from polluting
industries such as iron,
cement, and steel, coal
power projects, fertilizer
and chemicalsin the first
instance.

The carbon is then and steel

The CCUS policy, spearheaded by Niti Aayog, can help India—the second largest
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producer of coal—to leverage its fuel reserves to manufacture clean products. arp

The National Clean Energy Fund
(NCEF) with contributions from the
clean energy cess imposed on the coal
mined in India or imported came into
effectin July 2010.

THE captured
carbon is moved and
keptin underground
oil fields or deep

saline aquifers polymers

THE carbon can be
used inindustries

such as urea, food,
methanol,

states was ended on 30 June last year,
the compensation cess period has been
extended till March 2026 for loans
taken by the Centre to tide over the
covid pandemic.

GST revenue receipts

CLEAN-UP ACT of the Centre and states

CCUs involves
capturing CO2 from
pollutingindustries
such as cement, iron

have been buoyant this
year, aided by factors
suchas strong consump-
tion and steps taken to
improve tax compliance.

and

transported by rail, road
or pipelines, and stored
inunderground oil fields or deep saline
aquifers.

This can be used inindustries such as
urea, food, methanol, building materi-
alsand polymers.

With the GST coming into effect in
July 2017, the clean energy cess was
subsumed under the GST compensa-
tion cess.

Although GST compensation for

Inthe April to Decem-
ber period of this fiscal,
the Centre and states collected 313.4:
trillion in GST, which was 26% more
thanwhat was collected in the year-ago
period.

The monthly average of collections
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during the former period was nearly
3149 trillion. Data on e-way bills indi-
cate that GST collections in January
could also be robust.

“A policy framework for the effective
implementation of the CCUS initiatives
inIndiaisinthe works,” said one of the
two people cited above, requesting
anonymity.

The policy may also call for incen-
tives for CCUS technology deploy-
ment; research on carbon transporta-
tion, utilization and storage technol-
ogy; carbon pricing and tax structure;
emission trading; setting up technical
and safety standards; and a Monitoring,
Verification and Accounting (MVA)
framework for CO2 emissions.

Queries emailed to a Niti Aayog
spokesperson late on Monday
remained unanswered till press time.

Carbon capture is also expected to
be on the discussion agenda of the G20
summit to be held in September 2023,
under India’s presidency.

With India dependent onimports for
asmuchas 85% of its oil needs and 55%
ofitsnatural gas demand, record high
energy pricesareamajor concern fora
big consumer nation such as India.

The parliament has already passed
the Energy Conservation (Amend-
ment) Bill, 2022, allowing the govern-
ment to now work on a regulatory
framework for carbon trading.

The focus on CCUS comes after the
Union cabinet recently approved a
319,744 crore national green hydrogen
mission to produce 5 million tonnes of
green hydrogen annually by 2030.
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