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E
ven as the proposed deal for Oil and Nat-
ural Gas Corporation to acquire the
Centre’s 51.11 per cent shareholding in
Hindustan Petroleum Corporation

moves ahead full steam, there are questions over
what ONGC will gain from the exercise. Of course,
it will now become an integrated player with pres-
ence from crude oil production to petroleum re-
tailing, which is good. Petroleum Minister Dhar-
mendra Pradhan has said in Parliament that the
acquisition will give ONGC capacity to bear higher
risk and take bigger investment decisions. If the
reference is to acquisition of equity oil abroad and
strategic stakes in producing companies, then
ONGC has been doing it for many years now
through its arm ONGC Videsh. Indeed, the com-
pany has been a prolific investor abroad such as in
Sudan, Russia and Vietnam, though not always
successful. And then, there is the infamous $2.1-bil-
lion Imperial Energy acquisition in 2009. The
point is that size has not been a handicap for
ONGC in pursuing its investment goals.

The acquisition of HPCL will, of course, swell its
consolidated balance sheet, and its presence in
downstream refining and marketing will balance
earnings and cash flows across oil price cycles. But
at what cost? ONGC will likely spend around
₹20,000 crore to acquire a little over half of HPCLs
equity — money that could’ve been better spent in
its core business of exploration and production,
where its performance metrics are sagging. As-
suming that ONGC’s management did see value in
acquiring HPCL, the best way to structure the
transaction would have been in the form of a mer-
ger using its own shares as currency. The point is
that ONGC’s decision to acquire HPCL is not com-
mercial but one mandated by its controlling
shareholder — the Centre — which will also be the
beneficiary of the transaction. 

The Centre, much as it may want to underplay
it, will pocket a cool ₹20,000 crore from the deal
thanks to the structuring of the deal as buyout of
its shares alone. And if ONGC approaches the
stock market regulator, SEBI, for an exemption
from making an open ofer, then the public share-
holders of HPCL will stand to lose. What does this
say for corporate governance when the Centre or-
chestrates a deal, all in its favour, just by virtue of
being the controlling shareholder in the two com-
panies? The significance of this transaction is that
there could be others following if this goes
through without hiccups. These are strategic PSUs
and the Centre would do well to keep the example
of the failed Indian Airlines-Air India merger in
mind. Any mergers or combinations among PSUs
should be based on commercial considerations
alone and should also be structured in the best in-
terests of not just the two companies but all of its
shareholders, including the public.

Slick deal

The negatives outweigh the positives in the
ONGC-HPCL deal even as it sends out a poor

signal on corporate governance 
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BEJON MISRA 

I
t is high time that the long-
term Consumer Protection
Amendment Bill is passed by
Parliament. Consumers con-

tinue to be at the receiving end. 
For instance, the revelation made

by the Reserve Bank of India in a re-
cent response to an RTI query, that
banks cannot be held responsible
for the loss of valuables kept in
bank lockers, has come as a rude
shock. This has put a big question
mark over the safety of valuables/
documents stored in bank lockers
for safe-keeping.

But the crucial issue is this — the
proposed Bill requires the inclu-
sion of more provisions to deal with
the fast changing technological
and market dynamics, e-commerce
being the latest in line.

Many developments which have
altered the market dy-
namic significantly
both from a retail and a
technological perspect-
ive were not envisaged
by the creators of the
Act. Even after three
amendments to The
Consumer Protection
Act 1986 in 1991, 1993 and
2002, the problems remained unre-
solved and new ones continue to
mushroom.

In a time warp
The Act in its present form is an inef-
ficient piece of legislation, not
keeping pace with the new market
dynamics, multi-layered delivery
chains, and innovative and often
misleading advertising and mar-
keting machinery. 

The main problem is with the im-
plementation procedure. The Act
doesn’t grant the authority to pro-
ceed against any person guilty of a
violation under the Act or take suo
motu cognisance of an unfair trade
practice or an action undermining

the rights of a consumer. Penal
steps can be taken only through a
judicial process before the State or
District Consumer Redressal For-
ums. 

Unfortunately, as is the case with
our judicial machinery, these for-
ums are plagued by administrative
issues. For example, the National
Consumer Disputes Redressal Com-
mission is grappling with appeals
and original complaints filed in the
period 2008-2010, which means
consumers are being made to sufer
for an average of five years to get
their grievances redressed. 

The Maharashtra State Consumer
Disputes Redressal Commission
has recently opened up cases kept
aside in the sine-die list for the
period 1998-2004; this is just an il-
lustration of the ground level scen-
ario from one State.

Thus, in an efort to replace a 29-
year-old piece of legislation, the

Centre approved a new
Consumer Protection
Bill 2015 in July 2015. The
new legislation seeks to
provide a comprehens-
ive framework to protect
consumer interest and
would ultimately re-
place the Consumer Pro-
tection Act 1986. 

The Consumer Protection Bill
2015 was introduced in Lok Sabha
on August 10, 2015, by Minister of
Consumer Afairs, Food and Public
Distribution Ram Vilas Paswan and
was opened for comments by the
general public and stakeholders;
these were reproduced in the re-
port of the Parliamentary Standing
Committee on Consumer Afairs
published in April 2016.

Innovative changes
The new Bill includes the establish-
ment of an executive agency, the
Central Consumer Protection Au-
thority (CCPA), which will protect
and enforce the rights of con-
sumers. 

The authority will intervene
whenever necessary to protect con-
sumers from unfair trade practices
and initiate class action including
enforcing recall, refund and return
of products. This body will act in a
manner similar to enforcement
agencies in other jurisdictions such
as the Federal Trade Commission
(FTC) in the US. This will be a land-
mark step in upgrading the imple-
mentation mechanism to global
standards.

Besides, in order to ensure safe
products to consumers, the Bill has
a provision for product liability and
provides enough powers to the reg-
ulatory authority to recall products
and cancel licences if a consumer
complaint afects more than one in-
dividual. 

This is the first time that powers
to take action for damage caused by
a product have been introduced in
a consumer protection framework.
This step will act as a deterrent for
manufacturers since the liability
quotient has increased.

The Bill also has several provi-
sions aimed at simplifying the con-
sumer dispute resolution process.
They include enhancing the pecuni-
ary jurisdiction of the Consumer
Grievance Redress Agencies, power

to State and District Commissions
to review their orders, and setting
up a ‘circuit bench’ in order to facil-
itate quicker disposal of com-
plaints. 

The Bill also proposes to set up
Consumer Mediation Cells which
will be attached to the redressal
commissions at the district, State
and national levels which will fur-
ther help reduce the backlog of
cases and lessen the strain on re-
dressal forums. 

Hopefully, these proposals will
lead to significantly reducing the
huge backlog of cases and prevent
further stalling of disputes. The
new Bill is proposed on the lines of
institutions in the US, and in
European countries which provide
that a consumer protection law
should derive its basis from the con-
tract law and the law of sale of
goods, without which the law of
consumer protection tends to be
confusing and conflicting.

Covering e-commerce
Due to tremendous increase in the
popularity of e-commerce, the pro-
posed amendment attempts to in-
clude e-commerce transactions un-
der the ambit of the Act. Under the
current Consumer Protection Act, a

consumer can initiate legal action
against a seller only in the place
where transaction takes place. The
new Bill contains an enabling provi-
sions for consumers to file com-
plaints electronically, and in con-
sumer courts that have jurisdiction
over the place of residence of the
complainant.

At present, the Government has
made about 80 changes in the Bill
which will replace the Consumer
Protection Bill introduced in Parlia-
ment in 2015 based on recommend-
ations of the Parliamentary Stand-
ing Committee. The committee,
among other things, has recom-
mended stringent provisions to
tackle misleading advertisements,
as well as to fix liability on endors-
ers and celebrities. 

The Bill was proposed to be
tabled in the last Budget session
but since the amendments were
not incorporated it wasn’t tabled.
The delay has extensive negative
ramifications which will expand ex-
ponentially unless a new frame-
work is brought about.

The Centre has been introducing
several policy measures to improve
the economic climate in the coun-
try in order to attract more invest-
ments. Introduction of GST is the
most recent amongst these meas-
ures. 

But policymakers and law-
makers must understand that in
the absence of an efective, modern
and updated consumer protection
framework, these initiatives will be
akin to watering a dead plant. Con-
sumers are the backbone of the eco-
nomy and no actual progress can
occur without safeguarding their
interests. Parliament should pass
the pending Bill in the forthcoming
monsoon session.

The writer, a board member of FSSAI

and Governing Council member of the

Consumer Coordination Council, is the

founder of Consumer Online

Foundation

Parliament should pass a pending Bill in this regard. Consumers need new norms in the context of e-commerce transactions

Little protection For ordinary Indian shoppersKR DEEPAK

No time to lose on consumer protection

CLIVE CROOK 

The Brexit talks have started, and
there’s little sign yet of an intelli-
gible UK strategy. All is disarray. The
shambles makes two bad possible
outcomes more likely. One is that
the UK will crash out of the
European Union in 2019 with no
agreement in place. This would
cause enormous economic disrup-
tion — damage that would take
years to repair.

The other bad possibility, if the
government continues to flail
while the two-year deadline ad-
vances, is that public opinion will
wobble. A second referendum
might be called, and last year’s de-
cision to quit might be reversed. I
used to think this scenario ex-
tremely unlikely. Now I think it’s
merely improbable, and support
for it is on the rise.

You might be wondering what
would be so bad about revisiting
the decision to quit.

Assume nothing
To begin with, don’t assume a
second referendum would go the
other way. Britain’s Remainers
seem to take it for granted that next
time common sense will prevail.

The majority for quitting in last
year’s vote was narrow, but remem-
ber that Leave won despite an
enormous and sustained prepon-
derance of advice from the govern-
ment, from economists of all
stripes, and from elite opinion gen-
erally. There’s a reason Britain has
always been the odd man out in the
EU: Popular disquiet at the UK’s
place in an ever-integrating Europe
runs deep.

Also don’t take for granted that
Britain would be allowed to change
its mind. The legality of revoking
the Article 50 notice is disputed.
The EU says this cannot be done uni-
laterally. Before Britain was let back
in, it might be asked to pay a price
for its impudence. (Maybe that
would give rise to demands for a
third referendum.) Eforts to re-
verse last year’s vote could simply
run out the clock and make the first
bad outcome — crashing out of the
union with no deal — more likely.

Isn’t this risk worth running for
the chance to correct a historic er-
ror — if that’s what it was? I doubt it.
Suppose a second referendum was
called and the result was Remain;
suppose the EU said, “Great, glad to
have you back.” Reversing Britain’s
decision under these circum-

stances — out of fear, to avert loom-
ing chaos — wouldn’t reconcile the
country to its European future. This
cringing submission would raise
instinctive euro-scepticism to new
extremes and divide the UK even
more bitterly. 

On humiliation
Gideon Rachman writes in the Fin-
ancial Times that it would be a na-
tional humiliation. True. Where I
disagree with Rachman is that he
recommends this humiliation as
the best course of action. All Bri-
tain’s options right now are humili-
ating, he believes, so this is no basis

for rejection. On the plus side, hu-
miliation can be good for you
(think Germany after 1945). He
notes that many Europeans think
Britain could stand to be taken
down a peg or two.

No doubt. On the whole, though,
I think national humiliations are
best kept to a minimum. To avoid
any crashing out of the union in
2019, Britain and the EU need a
transitional agreement: Britain
would be out of the EU, with no say
in its future direction, but would re-
tain essentially all the rights and
obligations of membership while a
permanent arrangement is worked

out. That would take as long as it
takes — no more pressure of a stu-
pid deadline. And this longer-term
arrangement would in turn be a lib-
eral, trade-promoting accord
between close friends and allies, re-
cognising Britain’s desire to remain
a sovereign state.

It’s important to understand that
this can be done. It isn’t asking the
impossible, and it isn’t asking any-
thing that a self-confident EU needs
to oppose. But this good outcome
can’t come about by accident. Both
parties to the negotiations will have
to pursue it deliberately. 

There’s too little sign of purpose
or foresight on either side. Britain is
paralysed by political division. Gov-
ernment support for the transition
model does seem to be inching
higher, but May still gives every im-
pression of making things up as she
goes along — and, crucially, she isn’t
preparing Brexit supporters to be
patient. Other EU governments are
just standing to one side, content to
let Britain stew. 

Brexit doesn’t need to be a dis-
aster, and avoiding the worst
doesn’t require superhuman polit-
ical talent. It just requires better
leaders than Britain and Europe
seem to have. BLOOMBERG

It’s important to work towards a soft Brexit 
Humiliating Britain is a bad idea. Britain can be out of the EU, but retain features of EU membership before a deal is worked out

There’s no escape From post-Brexit blues FABIO BERTI/SHUTTERSTOCK.COM

Foster a sporting spirit

This is with reference to ‘Perish the
thought’ by Venky Vembu (From
the viewsroom, July 24). Instead of
spending crores hosting the
Olympics, the government should
sincerely encourage sports at the
ground level. Even popular sports
now get a lukewarm response as
most sports bodies are controlled
by powerful politicians. The gov-
ernment should make sports an
integral part of the curriculum.
Let the sports ministry take the ini-
tiative to train youngsters in vari-
ous sports so that they will not
only win laurels for the nation but
also also improve their health. 

One of the main reasons for chil-
dren being susceptible to various
diseases and obesity is lack of exer-
cise. We usually mix sports with
politics. Our sports ministers be
have hardly any knowledge of
sports. 
Veena Shenoy
Thane, Maharashtra

Don’t go by signs

When the stock market zooms to a
new high, it never indicates that
there are good fundamentals ac-
companying it. Liquidity alone
can’t assure economic growth,
money supply also matters. For-
eign currency is absorbed in the
reserve. With bonds it’s diferent.
Since inflation is abysmally low,
real yield is high. But inflation is
artificially low and there can be a
sudden spurt in inflation figures.
Those investing in State govern-
ment bonds do so because of mod-
erate prices and good yield. Since
the yield is not going to fall signi-
ficantly and people expect an in-
terest cut the bull run will con-
tinue till the state takes stock of
worsening fiscal deficit. 
RK Arya
Faridabad, Haryana

Costly affair

With reference to the editorial,
‘Scratching the surface’ (July 24),

the enormity of the situation is
such that any or every action to-
wards the resolution of bad debts
is being welcomed. But the cost of
cleaning up the balance sheet is
really huge. Sooner or later we will
have to start from scratch and en-
sure that this issue does not occur
again, or at least not to this extent.
As rightly mentioned the credit
appraisal system has to be impec-
cable and long-term so that only
financially viable projects get fun-
ded from now on. The Govern-
ment should distance itself from
PSBs as far as credit decisions are
concerned. 
Bal Govind
Noida, Uttar Pradesh

RBI’s vision

RBI Deputy Governor Viral
Acharya’s observation that NPAs
take precedence over rate cut, on
the sidelines of the Delhi Econom-
ists Conclave last weekend con-
firms that there is continuity and

consistency in the thought pro-
cess of India’s central bank. It is
comforting to see that RBI’s prior-
ities remain undisturbed despite
frequent changes at the helm. Re-
cent years have seen RBI getting
the necessary policy support from
the Centre in performing its man-
dated roles eiciently. We need to
see the evolution of the MPC and
the deft handling of issues relat-
ing to management of banking
system’s stressed assets as clear
evidence of a change for the better
in the Centre-RBI engagement.

While pressure will continue for
rate cuts and other measures to
make credit cheaper, so long as RBI
is able to explain the rationale for
its policy stances, hopefully, there
will not be threats of ‘walking
alone’ by the finance minister or a
need for the RBI governor to opt to
fall sick. With his refusal to sugar-
coat or camouflage his clarity of
perception to make others happy,
Acharya, who has RBI’s priorities

rightly set in his mind, promises
to make good what the central
bank lost by the return of
Raghuram Rajan to academia.
MG Warrier
Mumbai

Wake up!

This refers to ‘Healthcare systems
need drastic surgery’ (July 21). It is
a wake-up call. The poor and eld-
erly in particularly need to get ad-
equate medical attention. The
point to be noted is the huge escal-
ation of cost of drugs and the fees
charged by private medical practi-
tioners. Instead of nurses being
trained in prescribing medicines,
a diploma course in medicine
must be started to make health-
care accessible to the poor and in
rural areas. There is also an urgent
need to make drugs cheaper. Med-
ical attention should be free for
the poor and elderly. 
TR Anandan
Coimbatore

LET TERS TO THE EDITOR Send your letters by email to bleditor@thehindu.co.in or by post to ‘Letters to the Editor’, The Hindu Business Line, Kasturi Buildings, 859-860, Anna Salai, Chennai 600002.

California leads, again, on climate

Californiarenewed its commitment to reducing greenhouse
gas emissions last week by extending, to 2030, its cap-and-
trade program, which efectively puts a price on emissions. It’s
a bold, bipartisan commitment that sends a strong signal to
the world that millions of Americans regard with utmost
seriousness a threat the Trump administration refuses to
acknowledge, let alone reckon with. The extension was passed
by a two-thirds majority of the state Legislature, including
eight crucial votes from Republicans. NEW YORK 23 JULY 2017

Brexit and farming: outlook unsettled

The Brexit campaign was light on the detail of what leaving
the EU would mean for food and farming – except for the claim
that it would mean cheap food. Stripped of the costly common
agriculture policy, and able to import from around the world,
the price of food in the shops would plummet. But it would
spell disaster for the farmers; if, for example, it meant
importing meat from the US, it would probably wreck Britain’s
long improvement in farm animal welfare; and if it meant
importing GM foods, it would almost certainly end the chance
of a trade deal with Europe. LONDON 23 JULY 2017

Drug pricing

Pakistan has the second highest prevalence rate of hepatitis C
in the world. Yet, more than 18 months since the UN-backed
Medicines Patent Pool announced an agreement enabling the
generic manufacture of the new hepatitis C drug daclatasvir in
developing countries, the Drug Regulatory Authority of
Pakistan has yet to confirm local tenders. (Recently), there
have been severe shortages of many essential, life-saving drugs
— thyroxine, folic acid, TB medication, to name a few — owing
to discontinued local production. KARACHI 24 JULY 2017
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ACROSS

02. Spring bulb flower (5)
05. Stay a while (4)
07. The number one (4)
08. Adults, to children (5-3)
09. Stand for a bust (8)
11. Interval of calm (4)
12. Uncertain, not clearly defined

(13)
15. Not at home (4)
17. Agreeable (8)
19. Part of paragraph (8)
21. Cards dealt to one (4)
22. Flavouring plant (4)
23. Way in (5)

DOWN

01. Anxiety (7)
02. Small child (3)
03. Illumination (5)
04. Diicult question (7)
05. Be victorious (3)
06. Drive, urge forward (5)
10. Each one, none excluded (5)
11. Breathing organs (5)
13. Cost (7)
14. Those possessing leases (7)
16. Question of location (5)
18. Vote into oice (5)
20. Bath (3)
21. Dried grass as fodder (3)

ACROSS

02. Half the lips, in being put back,
come into flower (5)

05. Don’t go straight ahead, but serve
at table (4)

07. Not being illuminated, it’s
heartless for one thing (4)

08. Not being children, they expand --
having spun round (5-3)

09. A base is, in France, discovered in
foot control (8)

11. Quiet period needing to get a by to
get baby of (4)

12. At home make mind up, at being
held, to have no fixed value (13)

15. On opponents’ ground Law, say,
heads of (4)

17. Inofensive old country worker
holding lamb’s head (8)

19. A few words, maybe, will declare
what one’s punishment is (8)

21. Pass a man on deck (4)
22. A girl’s brother first found in the

kitchen garden (4)
23. One’s submission for competition

has beheaded man on guard (5) 
DOWN

01. Some anxiety felt for business
set-up (7)

02. Either way up it may be a
dram (3)

03. What smoker needs is of little
seriousness (5)

04. Non-u blue in concert may
give one something to think
about (7)

05. One in two ways will be
successful (3)

06. To find a penny in a crooked
mile may incite one to action
(5) 

10. For all time, beginning of year
is to the exclusion of none (5) 

11. In zoos, gnu-lovers turn up
while they allow one to
breathe (5)

13. The outlay for former spouse
writer only half observed (7)

14. Those with leases have an
entry in the wigwams (7)

16. At what place are we to
embrace a woman? (5)

18. In preference choose to pick
the head of (5)

20. A receptacle, on the other
hand, is turned up (3)

21. Fodder has endlessly been
given to youngsters first (3)

easy not so easy

ACROSS 1. Meeting-point 8. Obdurate .9. Scar 11. Kedge
12. Romance 13. Nark 15. Zest 19. Hostage 20. Homer 
22. Rail 23. Metrical 24. Exercise book
DOWN 2. Ended 3. Turned 4. Notary 5. Incense 
6. Turned turtle 7. Rocking-horse 10. Emu 14. Respite
16. Oak 17. Levers 18. Cherub 21. Macho

bl two-way crossword 900
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ANITA RASTOGI

T
he Government has been
vocal about improving
India’s tourism poten-
tial and has taken sev-

eral steps. It seems this push is
paying of. The UN World Tourism
Organisation (UNWTO) rankings
show India moving up the ladder.
India is blessed with so much po-
tential and can easily draw the
world to its numerous destina-
tions. 

The hospitality sector becomes
a crucial part of this initiative.
Hence, it is important that a
simple, easy and eicient tax re-
gime should be available for them
to comply. 

However, even
two weeks after
the GST went live,
this sector is still
trying to obtain
clarity on many is-
sues. Hotel tarif-
pricing has not
been understood.

The most im-
portant aspect
relates to the ap-
plicability of dif-
ferent rates of GST
depending on the
“declared tarif” of
hotels, such as 28 per cent, 18 per
cent, 12 per cent. Let us take an ex-
ample of the highest rate of 28 per
cent, which is applicable to ac-
commodation in hotels including
five-star hotels, inns, guest houses
having declared tarif of a unit of
accommodation of ₹7,500 and
above per unit per day. 

No fixed rates
Now the key issue to be addressed
is the where is the tarif required
to be declared? Interestingly, the
law also suggests ‘published
charges’. 

But before we examine this, it is
crucial to understand the way the
hospitality sector works across the
world. 

There is the Best Available Rate
(BAR), which is the lowest rate of
the day available for guests to
book. The BAR rates are available

to the general public. 
BAR pricing is an attempt to re-

duce confusion for hotel guests.
The BAR rate is in essence the low-
est rate available for each date. As
a result, instead of paying the
same price for each room-night,
the guest could pay diferent
prices each night. 

The hotels also have Rack Rates.
When it comes to setting prices
for rooms, establishing the
highest rate is important. This
rate is called the Rack Rate, and it
is from this maximum price that
all other rates take their lead. 

But that is not to say that one
Rack Rate will apply to every room
in a hotel. It is essential to apply a
diferent rate to each room cat-

egory, for example,
single rooms, twin
rooms, family
rooms. 

More clarity
needed 
Further, hotels
work on dynamic
pricing. Rooms
within the same
category at a hotel
can be sold at dif-
ferent prices at dif-
ferent times. The
price does not al-

ways have to remain locked. The
key is flexibility and is based on
consumer demand.

Accordingly, it is prudent that
the Government gives clarity
based on the industry practice
and demystifies the aspect of de-
clared tarif. 

To add to the confusion, the ho-
tels also recover service charges,
late check-out charges, extra bed
charges. What is the treatment of
such charges while determining
the declared tarif? 

There are many answered ques-
tions which need immediate at-
tention by the government and
we hope that the sectoral GST com-
mittee suitably covers all these as-
pects. India’s tourism potential
may otherwise be hit.

The writer is Partner Indirect Tax at

PwC India. The views are personal

Check-in issues
GST remains a mystery to the hospitality sector

MP RAM MOHAN/ DHEERAJ BABARIYA

O
n June 27, NITI Aayog
notified its latest draft
of the National Energy
Policy. The draft policy

proposes to bail out stranded
large hydropower projects. The
bailout is expected to consider
close to 11,000 MW hydro projects.
The new policy also suggests in-
crease in the life of hydro projects
from current 35 years to 60 years. 

Given the Government’s power
sector reforms agenda, the plan to
revive the stranded projects is a
positive sign. However, the revival
strategy must address the under-
lying policy issues that triggered
this emergency. 

As of May 2017, India’s total gen-
eration capacity stood at 330GW,
of which 44GW is from hydro-
power. Despite having significant
hydro potential of 148GW, only
44MW (30 per cent) of the total
potential is harnessed. The share
of hydropower in the overall en-
ergy mix has been falling since
1962-63 when it stood at 51 per
cent, against 13 per cent today. 

The major reasons of low capa-
city addition lie in clearances
delays, local issues (law and order
problems, agitations, etc.), land
acquisition, rehabilitation and re-
settlement and contractual dis-
putes between contractors and
companies.

Elusive success 
The Government plan to bring
private investments into the sec-
tor has not been successful either.
Only close to 7 per cent hydro ca-
pacity belongs to the private sec-
tor today. Numerous projects has
been stranded for decades lead-
ing to increase in various costs in
the original project. 

For example, the Tuirial project
in Mizoram, which was expected
to be commissioned in 2006-07, is
in a limbo. Tuirial’s original estim-
ated cost was ₹367 crore; now, it is
estimated to be ₹1,441 crore by the
time of commissioning. This in-
crease results in increased tarif

for the electricity produced,
which can be as high as ₹5-6 per
unit compared to ₹3-3.5 for solar
energy adding to the woes of dis-
coms, which are already grap-
pling with many requests to re-ne-
gotiate legally sacrosanct
renewable PPAs. This poses a
threat to the financial/business vi-
ability of projects.

The parliamentary committee
on energy and sub-committees
(2016) of the Ministry of power
formed to advise the policy inter-
ventions in the energy sector has
recommended multiple meas-
ures to revive hydro power. 

Some of them are: (i) Declaring
all hydro projects as renewable
energy sources and introducing
Hydro Power Obligation (HPO),
;(ii) Reinstating mega power be-
nefit for hydro projects (discon-
tinued after 2012); and (iii) prov-
ing better financing options
(long-term loans, tax-free bonds,
etc.). 

Define it right 
Classifying hydropower as renew-
able appears to have arisen from
the willingness to accelerate the
growth of the sector, motivated
further with its clean and low car-
bon emissions status. This status
could help in attracting private in-
vestments and importantly
selling power. Several countries
including the UK and Brazil con-
sider hydro as renewables. 

On the other hand, though hy-
dropower is clean energy, it
comes with a cost to the environ-
ment, wildlife, and relief and re-
habilitation (R&R). The major
problems lie in land use, emission
of greenhouse gases such as
methane, sitting in geological
sensitive areas. But, perhaps, the
larger problem faced in India is
sub-optimal impact assessments
and clearances by the Ministry of
Environment and Forests. 

In 2013, after the catastrophic
Uttarakhand floods, the Supreme
Court had prohibited construc-
tion of any new hydro project in
the State till further orders. In

December 2014, the environment
ministry admitted that hydro pro-
jects might have directly or indir-
ectly aggravated the impacts of
the floods. Bringing hydro into re-
newables should be supported
with proper regulation, rather
than allowing developers a free
hand in exploiting environ-
mental and geological resources. 

Similarly, Athirappilly power
project (163MW) in Kerala, pro-
posed in 1982 is planned in one of
the most ecologically sensitive
zones. There have been multiple
protests and a number of court
cases, preventing any progress on
the project. It is imperative that
declaring hydro renewable does
not undermine the ecological is-
sue and R&R issues.

In terms of buying hydropower,
HPO will obligate the electricity
companies to buy, which can be
successful in assuring the in-
vestors of PPAs. However, with
HPO the issues will be on compli-
ance. The way distribution com-
panies resisted Renewable Pur-
chase Obligation (RPO)
compliance for numerous years is
a good example. From 2010, the
discoms were obligated to buy
costly Renewable Energy Certific-

ates (REC) to comply with the
RPOs. 

Discoms resisted buying RECs,
citing financial weakness. Close to
eight million non-solar and 3.5
million solar RECs remained un-
sold before Supreme Court in May
2017 ordered stay on all trading of
RECs. 

So there has to be strict enforce-
ment, or HPO (may not be
cheaper) may become new REC,
resulting in disappointment for
investors. The Ujwal Discom As-
surance Yojana (UDAY) scheme
launched in 2015 to revive the fin-
ancially weak discoms is yet to
prove itself and give positive res-
ults, till then they might remain
sensitive towards finances. 

Plans must work 
The mega power benefits scheme
(2008) which ofered incentives
in terms of waiver of customs du-
ties. Taxes form a significant por-
tion of the project costs. 

Another important policy pro-
posal is extension of project life
from current 35 years to 60.
Earlier the loans to the hydro pro-
ject were provided only for 12-13
years, which forced the projects to
have a higher cash flow. The short

term loans caused increased per
unit energy prices for the initial
period, with significantly reduced
prices after the initial 12-13 years of
loan repayment. The proposed
change would help project de-
velopers to get long term loans
and thereby possibly reducing the
energy prices making it more uni-
form for an extended period. 

The power ministry’s recom-
mendations to the Expenditure
Finance Committee proposes res-
olution of most issues related to
project financing and viability.
However, the benefit of the pro-
posed changes seems to apply to
the projects that achieve commer-
cial operation within five years of
the notification. The problem
may continue to persist for many
delayed future projects. 

The rules to acquire clearances
need to be clearly defined to com-
municate, to what extent environ-
mental, ecological and geological
disturbances will be accepted. 
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How to recharge the hydropower sector
Bringing it under renewables may attract investments, but more regulatory clarity on environmental issues is called for
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More scams surface in Bihar
More scams are tumbling out of Bihar’s cupboard. While
the Chief Minister, Mr. Laloo Prasad Yadav, faces ouster in
the Rs. 900-crore Animal Husbandry scam, investigations
have been launched in several other scams which have
corroded the financial fabric of the State right from 1980s.
A senior bureaucrat in the State told Business Line that “if
the money siphoned of from the government cofers
through these scams in the last 15 years or so is to be
totalled, it would by a conservative estimate come to Rs.
1,500 crores to Rs. 1,600 crores”. 

SEBI nod for BOLT expansion to 99 centres
SEBI has formally approved the Bombay Stock Exchange’s
proposal to expand trading terminals (BOLT Expansion) in
99 centres across the country. SEBI has also specified the
requirements and conditions to be followed by BSE^ These
centres include Madurai, Erode, Trivandrum, Calicut,
Trichy, Cuttack, Lucknow, Varanasi, Udaipur, Jodhpur,
Alwar, Allahabad; Jalandhar, Surat, Bhavnagar, Jamnagar,
Popbandar, Gandhinagar, Anand, Thane, Dombivili,
Aurangabad, Nagpur, Gwalior, Vizag arid Vijaywada. 

Cabinet okays revamp of ONGC Videsh
The Union Cabinet has approved the restructuring of
ONGC Videsh Ltd (ONGC-VL), giving it greater autonomy to
carry out acreage acquiring and exploration activities
abroad, necessitated by the growing emphasis on meeting
the domestic crude oil requirement. The note prepared by
the Ministry of Petroleum and Natural Gas has sought the
abolition of the existing ceiling on exploration and doing
away with the restriction on the number of countries
where exploration can-br-ewrpiedout. It has also sought
the approval of setting up a separate board for the
company with fulltime technical and finance directors. 

TWENTY YEARS AGO TODAY

BusinessLine

The spotlight was on the ‘con-
sent order’ mechanism re-

cently when the country’s largest
bourse, the NSE, ofered to settle
the colocation imbroglio
through this route. Other large
institutions and companies have
also used this channel to get away
from long-drawn administrative
proceedings.

What is it?
This route for speeding the settle-
ment process has been success-
fully used by the US SEC quite ef-
fectively over the years.
Impressed by the SEC’s success,
the SEBI also issued rules for con-
sent mechanism in 2007.

Through this channel, the mar-
ket regulator and the party that is
alleged to have violated the rule

arrive at a mutual agreement, do-
ing away with the need for ad-
ministrative proceedings. Any
party that believes civil or admin-
istrative proceedings is likely to
be initiated against it, can write
to the Enforcement Department
of SEBI proposing the manner in
which the issue is to be settled. 

A party which has already re-
ceived notification about a pos-
sible criminal proceeding can
also propose to settle through the
consent mechanism.
The proposal is then
referred to a high-
powered panel. The
committee could ask
the party to revise the
terms, if it finds that
the terms are inadequate given
the issue.

There were a flurry of requests
in the years immediately after the
introduction, with over 600 ap-
plications received in the first
three years. The acceptance was
also very high initially, with 428
applications, accounting for 64
per cent, settled in 2008-09. But
the numbers have whittled down
over the years with 177 applica-
tions in 2015-16 and just 108 ap-
plications in 2014-15. SEBI had

amended the laws governing this
process in 2012, leaving out seri-
ous ofences such as insider trad-
ing, front running, failure to
make an open ofer and redress
investor grievances from the pur-
view of consent mechanism. This
might have dampened the fervor.

Why is it important?
The consent order mechanism
helps the parties involved save
time and cost. The regulator can

send a strong signal to
other wrong-doers by
imposing a fat fine and
impose other punish-
ments such as ban from
accessing the second-
ary and primary mar-

ket for a certain period. The party
that is accused gets away with its
reputation intact as there is no
need to accept or deny the charge
under this route. Using this route
provides predictability of out-
come to the alleged violator.

For instance, in the consent or-
der passed against Reliance Infra-
structure, Reliance Natural Re-
sources and five of their directors,
including Anil Ambani, the case
was settled for a fee of ₹50 crore
and commitments from the com-

panies not to invest in the second-
ary market for two years. The dir-
ectors were not allowed to
transact in the secondary market
for a year.

Why should I care?
You might decry this channel as it
lets the guilty go away lightly. But
considering the number of inno-
cents who have also undergone
undue hassles due to our snail-
paced judicial system, a quick
and efective route that provides
a closure might not be that bad.

It does not afect small in-
vestors directly, but if a company
that you have invested in, is try-
ing to settle the issue through the
consent route, you might want to
learn a little more about it.

With the regulator able to raise
extra resources through this
route and also saving expenses, it
should be able to spend more on
investor awareness and in spru-
cing up the surveillance. This will
help stock markets as a whole

The bottomline
Consent is cool, everywhere.
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SLATE

B DSK Benelli will ride its
much-awaited 302R into India
today. First showcased at the
2016 Delhi Auto Expo, the bike
will compete in the same
segment as Kawasaki Ninja
300 and the Yamaha R3. The
premium bike segment sells
over 16,000 units a year and is
dominated by brands such as
Harley-Davidson, Benelli,
Triumph, Ducati and
Kawasaki. 

B Ram Nath Kovind will take
oath as the
14th
President of
India.
Kovind
secured
about 65.65

per cent of the Electoral
College votes, defeating his
rival Meira Kumar, who polled
34.35 per cent vote. With his
election, Kovind becomes the
second Dalit to hold the
country’s highest oice. 

B A special court will consider
the chargesheet in the alleged
attempt to bribe oicials of
the Election Commission for
allotment of ‘two leaves’
symbol to the AIADMK
(Amma). Earlier this month,
the Delhi Police’s Crime
Branch chargesheeted Sukesh
Chandrashekhar, alleged
middle man in the case, and
three others.

B Lenovo-owned Motorola is
hosting a
launch
event in
New York. It
is widely
expected
that the

company will launch its new
flagship phone in the Moto Z
Force series. 

B The US Federal Reserve’s
two-day meet opens today.
Policymakers will need to
decide a start date for
reducing their bond holdings
or leave more time to evaluate
what Fed Governor Lael
Brainard recently cited as a
possible “turning point” in
global monetary policy that
may afect economic growth. 
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