4 ECONOMY & PUBLIC AFFAIRS

“It was the Congress which came to me after
the election and persuaded us for formation of
Congress-JD(S) government. Initially I did not
agree but after prolonged persuasion by the
(Congress | accepted (the alliance)”

H D DEVE GOWDA, Janata Dal (Secular) president

NTPC may buy THDC, Neepco for 8,000 cr

Govt hopes non-tax revenue items, divestment can help it make up for some of tax shortfall in a slowing economy

|

IN BRIEF

Bandhan Bank fined %1 crore for
not bringing down promoter stake

nBank

“politicians having criminal cases
fight elections years after years.

There's need for a system, a

special bench to expedite those

ending cases"”
M VENKAIAH NAIDU, Vice President

The Reserve Bank of India (RBI) has
imposed a fine of ¥1 crore on Bandhan
Bank for not bringing down the promoters'

' stake inthe bank to 40 per centinthe

stipulated time period. "This action is
based on the deficiencies in regulatory
compliance and is notintended to
pronounce upon the validity of any
transaction or agreement entered into by

the bank," the RBI said in a release. The

private lender was supposed to bring down the shareholding of
its non-operative financial holding company, Bandhan
Financial Holdings, in the bank to 40 per cent within three years

of commencement of business of the bank.

PMCdepositors
protest outside RBI
office, seek payback

Depositors of Punjab and
Maharashtra Cooperative
(PM() Bank continued with
protests by agitating outside
an office of the Reserve Bank
in Mumbai on Tuesday, to
demand payback of their

stuck money. PTl«

FinMin seeks details
of land parcel from
(PSEs for monetisation

The finance ministry has
written to all ministries asking
them to seek details of land
parcel from CPSEs under their
administrative control for
monetisation, according to
sources. The exercise is part of
the government's efforts to
meet disinvestment target of
%1.05 trillion for the current

financial year. PTl«

Railways introduces
0TP-based refund
on cancelled tickets

Tobringintransparencyin
ticket bookings done through
authorised railway agents, the
Indian Railway Catering and
Tourism Corp (IRCTC) has
launched an OTP-based system
thatwill allow passengers to
cancel tickets and get refunds
usingthe password provided
by the railway subsidiary. An
IRCTCstatement said this system
would be applicable onlyto
the e-tickets booked through
itsauthorised agents. PTl«
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DBS: Jobs confidence,
not tax cuts, to push
consumption spend

Amid speculation of anincome
tax cut, Singaporean bank DBS
onTuesdaysaid confidence on
jobs frontwas necessary to
achieve long-term objective of
pushing consumption
spending. The government
had lastmonth announced a
10 percentage pointcutin
corporate taxes, to getIndian
levies on parwith others, to

spurinvestments. PTl«

Justice Sharad Bobde
appointed 47th
Chief Justice of India

Justice Sharad
Arvind Bobde
was on Tuesday
appointed as
the 47th Chief
Justice of India,
the Law Ministry said. Justice
Bobde, 63, will take oath asthe
UlonNovember18, aday after
incumbentRanjan Gogoi dem-
its office. He will have atenure
of 17 months and would demit
office on April 23,2021. PTl«

Air quality drops to
‘severe’ category in
many parts of Delhi

The skies over the national
Capital were a smoky grey on
Tuesday as the sun struggled
toshine through the haze
with the air quality deterio-
ratingand slippinginto the
"severe" categoryin several
placesin the city. PTl«

Process begins to appoint two
whole-time Irdai members

The Centre has set in motion
the process to appoint two full-
time members for the actuarial
and distribution positions in
the Insurance Regulatory and
Development Authority of
India (Irdai).

Sujay Banarji is now the
whole-time member for distri-
bution in Irdai and Pournima
Gupte was the actuarial mem-
ber. The terms of both the
members will end in January.

The posts that the govern-
ment is looking to fill has a
maximum five-year stint and

comes with ¥4 lakh monthly
compensation and does not
include the facility of a house
and a car. These two posts are
crucial for vetting insurance
product proposals filed with
the regulator.

Besides the chairman, Irdai
has five full-time members on
its board. Three others are for
life, non-life, and investment.
K Ganesh is the member for life
insurance, T L Alamelu is for
non-life insurance, and Pravin
Kutumbe for finance and
investment. BS REPORTERS
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Power major NTPC is likely to
acquire the central govern-
ment’s stake in two unlisted
state-owned power companies,
THDC and Neepco, Business
Standard has learnt.

While the Centre is in the
process of appointing transac-
tion and legal advisors and asset
valuers for the ‘strategic sale’ of
the two companies, internal cal-
culations show that the deals
could fetch the exchequer
around 8,000 crore.

The Centre holds a 100 per
cent stake in Neepco, which
operates and maintains power
stations in the Northeast region,
and 75 per cent in THDC. The
remainingstake in the company
isheld by the Uttar Pradesh gov-
ernment. Only the Centre’s

stake is being sold in THDC.

The  Department  of
Investment and Public Asset
Management faces its highest
divestment target of X1.05 tril-
lion for 2019-20. With slowdown
impacting tax revenues, the gov-
ernment hopes that non-tax
revenue items like dividends
and telecom revenues, and
divestment can help it make up

STRATEGIC SALE

m THDC, Neepco marked
for PSU-to-PSU sale

m The Centre holds100% in
Neepco, which operates and
maintains power stationsin
the Northeast region

m While the government
has 75% stake in THDC, the
remainingis held by Uttar
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“| appeal to the Punjab and Haryana governments
with folded hands on behalf of the residents of Delhi
to take strong steps and prevent Delhi from becoming
a gas chamber. At our level, we are making all

possible efforts and will continue to do so”

ARVIND KEJRIWAL, Delhi chief minister

Pradesh government.
Onlythe Centre's stake

is beingsold in THDC

m Officials say acquisitions
fit well with NTPC's
long-term plans

m The firm looks to acquire
other energy sources,
including clean energy

for some of the tax shortfall. In
its request for proposals to hire
advisors, the Centre has made it
clear that both THDC and
Neepco are meant for sale to
another public sector undertak-
ing (PSU) under the power min-
istry. That PSU will be NTPC,
subject to approval by the Union
Cabinet, confirmed a
senior official. Work on the con-

tours of the two acquisitions
has begun and the deals are
expected to be announced in the
next few months.

“THDC and Neepco are the
only two PSUs being earmarked
for sale to another PSU this yeatr.
For all other strategic sale can-
didates like Bharat Petroleum,
Air India, Shipping Corp, and
Container Corp, it has been

made clear in the topmost levels
of the government that they will
be sold to private investors.
NTPC is the front runner to
acquire the two companies,” the
official said.

NTPC’s acquisition of THDC
and Neepco fits well with its
plan to blend all energy sources
and sell at an optimum rate. By
adding 1,457 megawatt (Mw) of
Neepco, the company will
expand its footprint in the
Northeast. THDC, which oper-
ates 2,400 Mw of hydropower
project, including Tehri dam, is
in proximity to half a dozen
thermal units of NTPC in the
Northern region.

India’s largest power genera-
tor, which has 50,000 Mw of
coal-based power generation
capacity, is looking at increas-
ing its share of clean energy
sources. It earlier tried to buy

Govt plans e-way bill on
gold to check GST evasion

DILASHA SETH
New Delhi, 29 October

he government is

I thinking of introducing

the e-way bill on the

movement of gold to plug

evasion and arrest declining

goods and services tax (GST)
collections.

To ensure that movement
of gold is not tracked by rob-
bers or other anti-social ele-
ments, an encrypted version
of e-way bill is being consid-
ered by a panel comprising
central and states officials.

“The e-way bill on gold is
being examined by the law
committee as a measure to
tighten enforcement amid
reports of GST evasion. But at
the same time, it will not be
easy amid security concerns.
To address that, an encrypted
version is being discussed,”
said a government official.

Currently, the movement
of gold is excluded from the
e-way bill system.

Kerala has pitched for its
inclusion in the e-way bill
system. According to Kerala,
in the pre-GST regime, the rev-
enue collected from tax on
gold was approximately
3630 crore a year, at an
effective tax rate of 1.25 per
cent, as the state had compo-
sition scheme. However, at the
existing 3 per cent GST on
gold, the revenue earned was
just 3244 crore last year.

Kerala is of the view that it
is very easy for dealers to carry
gold in suitcases and make a
sale on the customer’s premis-
es. The matter was also dis-
cussed in the GST Council
meeting in June. Haryana has
also pitched for implementa-

WIDENING NETWORK

®E-way billintroduced on April 1,
2018, forinter-state movement
of goods worth over¥50,000

"The bill for movement of goods
intra-state was introduced
phase-wise. The roll-out was
complete onJune 3,2018

®The billis notintroduced for
movement of gold because of

security reasons. Now, some
states are pitching for ts
inclusion, fearing tax evasion

"The government is working
on measures to plug
tax evasion

®Law committee, comprising
central and states officials,
deliberating overthe issue

tion of an encrypted e-way bill
within a fixed time.

“This might be a good way
to address the security concern
around movement of gold and
help plug the tax leakage.
However, given the nature of
the commodity, administrat-
ing the e-way bill mechanism
may not be easy, given that
transportation may not require
bigger vehicles. In this sector,
incentivising the customers
to purchase on payment of
tax is also very important,”
said Pratik Jain, partner,
PwC India.

According to the report on
revenue neutrality by former

SUBHOMOY BHATTACHARJEE
New Delhi, 29 October

Thereisahitchinthegovernment’s plan
toallotadditional 4G spectrumor
airwavesto BSNLand MTNL.
Theresimplyisn’tthat much
spectrum available tobe allotted tothem
unlessthereis policy support foran
unconventional decision.
The governmentrelease
on Wednesday noted it would
provide an “administrative
allotment of spectrum for

light. The higher the frequency

range orband, the shorteristhe
wavelength. While sound or voice travels
best atlevelslike the 800,900 and 1800
bands, telecom companies have learntto
uselower and higher frequenciesto
provide dataservices.

BSNL, asthe chart shows, hasbeen
saddled with the responsibility to
provide primarily voice servicesand has

itsmaximum airwave
holdingsin the 800,900 and
1800bands. To offer data
serviceto customers, the

4GservicestoBSNLand company needstobe present
MTNLsoastoenablethese inthe 2100 orthe700 MHz
PSUsto provide broadband bands, but those pieces of real
and otherdataservices”. . » _  estatehavealreadybeen

Given the type of mobiles A NEW gobbled up by competitors.
inthe marketandthe CALL BSNLhasanice piece of
technology available offthe real estate in the 2500 band,
shelffor these two state-run butdoesn’thavethe

companies, thiswould mean making the
bestuse of the 2100 ecosystem.

Thisisthe bestand the only feasible
spectrum for the merged company
tooffer 4G services.

Incidentally, 4G service intelecom
parlance means making the available
dataatspeedsthatareuptol0times
fasterthan what 3G can provide.

Given the huge demand for
video-based services, a4G-based
ecosystem today is regarded essential
tokeep themsatisfied.

Telecom waves travel at the speed of

engineering capacity to farmit. Also
thereare hardly any mobilesthat can
make use of it, which meansthe
allotmentisuseless.

Inthe2100band, the company has
justabout5 MHzin each telecom circle or
region of India (seetable). To provide a
seamless dataservicein thisband, one
needsatleast10 MHz, accordingtoall
telecomtextbooks. Butevenifthe
government were totry to providethe
additional 5 MHzband free, it will not
helpbecause of two constraints.

First, the available pan-Indian free

Band Holdings of

chief economic advisor
Arvind Subramanian, the
expected revenue from gold
at 5 per cent tax was
310,000 crore.

Abhishek Jain, tax partner
at EY, said: “Where the securi-
ty concerns are well addressed
through technology, imple-
mentation of e-way bills
should help check tax evasions
on supply of gold.”

The government had
introduced the e-way bill
system in 2018 for movement
of goods worth over 350,000
inter-state and intra-state.

“The e-way bill has played a
major role in curbing certain

leakages in the GST chain.
Going forward, encrypted
e-way bills for high-value
products, further linkages with
invoices for assessment, and
input tax credits should be
expected,” said M S Mani,
partner at Deloitte India.

Some members of the law
committee are, however, of the
view that some other measures
of enforcement must be
arrived at other than an e-way
bill, as it could lead to security
breaches.

Besides, the threshold of
%50,000 was too low for a pre-
cious metal like gold. At
today’s rate, 350,000 will mean
only 12-15 gms of gold.

GST collection fell to a
19-month low in September
this year at 391,916 crore, which
was 2.67 per cent lower than
in the corresponding month a
year ago and 6.4 per cent low-
er than 98,202 crore in
August. This prompted the
government to constitute a
committee of officers to dis-
cuss ways for revenue aug-
mentation.

The 12-member panel,
which has five members from
the Centre and states each, is
also looking into issues such
as systemic changes in GST to
prevent misuse, measures for
expansion of the tax base,
improved compliance moni-
toring, and anti-evasion meas-
ures using better data analyt-
ics and administrative
coordination.

The government is also
working on tax evasion plug-
ging measures, including new
return formats, an e-invoicing
system, and mandatory e-tick-
eting for movie theatres,
among others.

the Centre’s stake in Sutluj Jal
Vidyut Nigam, but Himachal
Pradesh refused stake sale.

NTPC also plans 20,000 Mw
of renewable power generation,
for which it is setting up solar
and wind power plants. To main-
tain grid balance, company exec-
utives said, NTPC was looking
at hydro to balance coal and
intermittent renewable energy.
“As part of strategy, NTPC plans
to blend energy sources at its
own end and offer power at aver-
age rate, which will be cheaper
for states that procure through
long-term agreement,” said a
company executive.

Atthe same time, Plant Load
Factor of coal power plants is
falling, with a rising share of
renewable energy. Executives
said a shift towards clean energy
sources would maintain steady
revenue flow for NTPC.

Panel discusses
possibility of
easing FDI pohcy

PRESS TRUST OF INDIA
New Delhi, 29 October

An inter-ministerial group on
Tuesday held discussions on
the possibility of further easing
foreign direct investment (FDI)
norms in different sectors with
a view to attracting overseas
investors, an official said.

The meeting was chaired by
Department for Promotion of
Industry and Internal Trade
(DPIIT) Secretary Guruprasad
Mohapatra.

Officials from different min-
istries, including defence,
home affairs, information and
broadcasting, electronics and
IT, and finance, attended the
meeting, the official said.

The department is looking
at relaxing the norms in those
sectors where currently
100 per cent FDI is not permit-
ted through automatic route.

Foreign investment is
allowed through automatic
route in most of the sectors, but
in certain areas such as defence,
telecom, media, pharm-
aceuticals and insurance, gov-
ernment approval is required.
In some sectors like telecom,
insurance, banking, and media,
there is a cap on FDIL

“Basic target is those
sectors, where there is a
government approval route
and 100 per cent FDI is not
there,” the official said.

Under the government
route, foreign investor has to
take prior approval of respec-
tive  ministry/department.
Through automatic approval,
the investor has to inform the
RBI after the investment is
made. There are nine sectors
where FDI is prohibited — lot-

FURTHER RETION

m Inter-ministerial panelis
lookingat relaxing normsin
the sectorswhere currently
100% FDIis not permitted
through automaticroute

m Foreigninvestmentisallowed
through automaticroutein
most of the sectors, butin
certainareassuch asdefence,
telecom, media,
pharmaceuticalsand
insurance, government
approvalisrequired

m [nsome sectors like telecom,
insurance, banking, and
media, thereisa capon FDI

tery, gambling and betting, chit
funds, nidhi company, realty,
and manufacturing of cigars,
cheroots, cigarillos, and
cigarettes using tobacco.

Recently, the government
relaxed FDI norms in several
sectors like single-brand retail
trading, contract manufactur-
ing and coal mining.

Finance Minister Nirmala
Sitharaman in her Budget
speech in July had proposed
relaxation in the FDI norms
for sectors such as
aviation, AVGC (animation,
visual effects, gaming and
comics), insurance, and single
brand retail.
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Secondly, evenifit were done, BSNL
will not get contiguous bands. For
instance, in congested circles like Delhi,
Mumbai, and Western Uttar Pradesh,
each ofthe companies — Airtel,
Vodafone, or BSNL (MTNL) —is
standingvirtually on each other’s feet,
sointenseisthe demand for airwaves.
Asthetable shows, the promised
additional blocks of 5 MHzin each of
thecircles will be spread in different
reaches ofthe band. It will be like driving
inonelaneinone cityand then hopping
acrosstoanotherlanein another city.
Thanksto mergers and acquisitions
within the telecom sector, the others
have mostly solved this problem. Still
despite the harmonisations, Indian
consumersstill perceive their data
quality tobe poor. BSNL has not even

Athird optionisto provide the public-
sector company aspace inthe 700 MHz
band. Butthisisanew playground for
emergingtechnologies. The government
expectstomake massive gains from
auctionsin thisband, which will be
considerably reduced if BSNL hastobe
accommodated here. Alsothestate-

Mhzby  Andhra  Aitel  Free  BSNL  Voda  Aircel - begun towalkthis route.
BSNL\MINL  Pradesh

800  1.25t02.5 Kamataka Airtel Free  Vodafone Free BSNL  Vodafone
900 0.76t06.2  Delhi Airtel ~ Free  Vodafone MINL  Free Jio
1,800 0.76t03.8 Mumbai Vodafone free  Jio MINL ~ Free  Airtel
2100 5t09.86 WesiernUP Vodafone Airtel BSNL  Free Aircel =
2500 9.85t010 TariuINadu Vo.dafone Airtel  BSNL  Free Aircel =

Gujarat  Airtel  Free BSNL  Vodafone — —

Source: DoT, others

inventory of thisband is only 275 MHz.
Theavailability per circle isnot more
than 20 MHz atbestand usually less at 15
or10. Topriseout 5 MHz in each circle —

the minimum required to make BSNL
dataservices —impliesthere willbe no
possible auction of any airwaves from

thisband in future.

owned company will have tostruggle
with a far higher level of capital
expenditure toclaim any success here.
Surprisingly without considering these
constraints, in the past couple of years,
Anupam Shrivastava, as chairman, had
signed ambitious MoUs with Ericsson,

Nokia, and Ciscoto offer support totheir
5G-enabled device-manufacturing
plansinIndia.Soevenwiththe
additional spectrum, BSNL's 4G service
will not take off, despite a higher

capital expenditure, which will

come from the government books.

While Telecom Department Secretary
Anshu Prakash hassaid the spectrumto
make 4G services viable will be allocated
through administrative routestoboth
BSNLand MTNL within amonth, it
might be worth consideringan
alternative. Butit would need the
telecom department to strike out
onnovel path.

Afteramassive analysisofthe
available spectrum, industry analyst
ParagKar hassuggested in hisbloga
switch of spectrum holdings between
Vodafone and BSNL in the 2500 and 2100
bands. He shows that while2100is
crowded, the2500 band is fragmented
and broken into two parts spaced outbya
gapof 80 MHz. BSNL does not have the
ability touse 2500 but Vodafone can. So
there canbe aswitch, which “willbe
beneficial for BSNL, asthey will get 4G
spectrumin 2100 MHz spectrum inlieu
ofthisband (2500), which they are not
usingand some of which they had
already returned in the past, thereby
greatly enhancingthe utilisation of
spectrum”.

Series concludes



