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KARACHI: The government, for the second month running, has decided to keep the petroleum
products’ prices unchanged for October 2018. The decision came despite international oil prices
touching a 45-month high, with Brent having crossed $80/bbl. Recall that OGRA had recommended
an increase of Rs4/litre in both Petrol and High Speed Diesel (HSD) prices for October 2018.

The government has taken a hit on its revenues by not passing on the impact of increased
ex-refinery prices of petroleum products. The revised General Sales Tax (GST) rates for petroleum
products, now stand at multiyear low, as per the FBR SRO No. 1167(I)/2018. The GST on Petrol has
been reduced from 9.5 percent in September 1018, to 4.5 percent. The same on HSD has been
slashed from 22 percent in September 2018 to17.5 percent. The GST on Kerosene has come down
to 1 percent from earlier 6 percent, and that on Light Diesel Oil is now 0 percent.

On the other hand, the Petroleum Levy (PL) has been slightly revised upwards, from Rs9.68/litre to
Rs9.99/litre in case of Petrol. It is pertinent to note that the revenue collected in lieu of Petroleum
Levy is not part of the divisible pool to be shared with the provinces, which gives the government
more room in times of such fiscal crunch.

Should the oil prices remain on the higher side, and the government continues to find it difficult to
pass on the impact to the end user, the axe would likely continue to fall on the GST, which would
mean a smaller pie to be shared with the provinces. Also recall that the previous government, in the
last budget, had raised the maximum limit of Petroleum Levy on Petrol and HSD from Rs10/litre and
Rs8/litre respectively, to Rs30/litre.

The Supplementary Bill 2018 has not changed that, although the Finance Minister in his mini-budget
speech had announced to revise the budgeted collection on account of PL from Rs300 billion to
Rs189 billion. This goes on to tell that, in times of low international oil prices, the government can
use the PL to go way beyond Rs10/litre, without altering the GST.

Analyses&Comments by BR ResearchNisar says lawyers had given guarantees 

moz-extension://1ec7fd3c-307e-48c1-a1fc-530e98fa56e5/algo.html


