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Electric vehicles and
hybrids must coexist

B RAJAN WADHERA

IN RECENT DAYS there has
beenanintensedebateamong
leading Indian car manufac-
turers on the recent UP Gov-
ernment’s EV policy on
whetherto incentivise Hybrids
ornot.Having spent more than
four decades inthe Auto Indus-
try, developing products,work-
ingonclean technologies, mn-
ningacompanyand headinga
research organisation, a fair
conclusion can be drawn that
nothing is above the national
interest, and it can be said that
the whole debate is avoidable
inthe larger national interest.

Both sides will unani-
mously agree that they want
incentives for Battery Electric
Vehicles(BEVs). When it comes
to Hybrids, the ones who have
Hybrid models want incen-
tives, while the ones who do
not have Hybrid modelsin the
market want the UP Govern-
ment to withdraw incentives
on Hybrids.

Thequestion arises what is
in the national interest for
which thewhole EV policy has
been framed? The national
interest lies in reducing crude
oil import bills, as outlined by
Prime Minister, Narendra
Modi, time and again and in
reducing the country’s carbon
emissions,

It is perfectly possible and
legitimate that different car
manufacturers adopt differ-
ent pathways for achieving
these two objectives. It is not
necessarythatevery manufac-
turer find every technology
suitable as per theirmarketor
productstrategy.

In this war of words, some
manufacturers have claimed
that giving incentives to
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Hybrids will affect their EV
plans.That is nottrue.EVshave
their hurdles toadoption like
charging infrastructure,
upfront cost, anxiety on resale
value,financing, safety-related
concerns, etc, In fact, as per a
recent research survey, more
than 50% of the existing EV
customers want to switch back
to ICE vehicles. This indicates
that there are gaps within the

Large-scale adoption of
strong hybrids in India
would lead to a
meaningful reduction in
the import bill,
cutting down carbon
emissions and making it
an environmentally-
friendly move

total EV offering to the cus-
tomer that need to be plugged
in. Manufacturers need to
work both individually and
jointlywith all stakeholders to
address these hurdles.

Incidentally, India is not
alonein thischallenge,butthe
hurdles are similarall overthe
world. But it is entirely incor-
rect to say that the growth of
EVs is restricted because of
Hybrids and itis time tounder-
stand thattechnology needs to
come into play for the transi-
tion between ICE vehiclesand
EVs and currently nothing
seems better than the hybrids.

Both EVs and hybrids have
achieved about 2% sales pen-
etration each currently, which
adds upto 4%.

As a country, we want this
49 to grow at the expense of
the balance of 96%. Hybrids
reduce petrol consumption
and CO2 emissions by a good
30-40%.

Since they do not need
charging infrastructure, they
have the potential to prolifer-
ate and deliver results fast.
Considering that EVs may not
grow beyond 20-30% sales
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penetration even in the next
10 years, thereis absolutely no
logic in blocking or holding
back Hybrid technology. Both
these technologies comple-
menteach other.

In fact, many compo-
nents/modulesarethe samein
EVsand Hybridslike themotor,
the power electronics, etc. The
combinedvolumes of both EVs
and Hybrids will give
economies of scale and scope
to make manufacturing of
thesecomponents/modulesin
Indiaviable.

Various credible industry,
academia, and government
bodies have independently
studied thebenefits of Hybrids
and recommended incentivi-
sation of this technology. Even
globally, in many countries
including China, the US, the
UK, and France, Hybrid pene-
tration isincreasing and most
ofthecountries areincentivis-
ing this technology through
lower taxation to encourage
mass adoption.

Theretore, in my opinion,
large-scale adoption of
strong hybrids in India would
lead to a meaningful reduc-
tion in the importbill, cutting
down carbon emissions and
making it an environmen-
tally-friendly move.

Hybrids will not only com-
plement BEVs but also derisk
ourdecarbonisation roadmap.

In fact, both Hybrids and
BEVs combined could replace
the pure petrol / diesel engine
vehicles, which is in any
case required to meet these
objectives.

The need of the houris to
rise above this debate and
work towards developing and
offering these technologies,
increase customer confi-
dence,and make Indiaa man-
ufacturing hub for all electri-
fied technologies.

(The writer is former SIAM
president, former president
Mahindra & Mahindra (Auto-
motive Sector) and former Pres-
ident ARALViews are personal)
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Oil India posts %14.67 bn
net profit in June qtr

Informist
NEW DELHI

Upstream crude oil and natu-
ral gas explorer and producer
Oil India Ltd on Thursday
reported a 277% sequential
fall in its net profit to 14.67 bin
rupees in the quarter ended
June as the crude oil segment
recorded stagnant revenue
growth and a decline in oper-
ating profit. A fall in other
income, and rise in tax
expenses also contributed to
the sequential fall in its net
profit. The company's net
profit also missed the Street's
estimate of 17.32 bln rupees.
The topline was up by just
14% on quarter to 5840 bin

rupees, mainly due to a slug-
gish 08% growth in revenue
from crude oil at 4208 bin
rupees. Revenue from pipe-
line transportation was down
sharply by 25% on quarter to
1.25 bln rupees in Apr-Jun.
Aiding the revenue growth
of Oil India was a 6.5%
sequential increase in revenue
from natural gas to 14.22 bln
rupees. The reported revenue
was above analysts’ average
estimate of 57.93 bln rupees.
The company's earnings
before interest and tax, or
EBIT, fell 22% sequentially to
1975 bln rupees in Apr-Jun as
the crude oil segment’s EBIT
declined 8.2% to 16.03 bin

rupees.
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SCN SERVED FOR 2017-23

Mahindra Group Cos
Run into ‘Brand’ Tax

Get GST notice for using parent name

SugataGhosh &
RashmiRajput

Mumbai: Inamove that co-
uld open a Pandora’s box

and spark an outcry from+

Corporate India, Mahindra
& Mahindra has been ser-
ved a notice from the office
of the goods and services
tax (GST) for the use of the
‘Mahindra’ brand name by
various group companies.
The show cause notice has
questioned why M&M sho-
uld not pay GST for the ser-
vice given by the parent to
the group companies by let-
ting them use the flagship

Fee or Free?

p Group cos freely
{:}@ use parent’s

flagship brand

%m Most cos do not

charge any fee

GST dept feel it's service by
parent and thus taxable

brand and logo. The notice
relatesto2017-23. AMahind-
raspokespersondeclinedto
comment to ET on the com-
munication from the indi-
rect tax department.

Different Interpretations » 17
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Tax officials believe GST should
be imposed on the royalty or fee
that group entities are supposed
to pay to the parent company,
even as corporate circles and se-
nior tax practitioners think it’s
an absurd demand. “How do you
ascribe a value to a brand and de-
termine the fee which subsidiari-
es and associates in different bu-
sinesses would have to pay?” said
atax professional.

However, if the GST department
sticks to its stand, multiple busi-
ness houses would be exposed to
such notices and subsequent tax
claims.

GST is paid by consumers and
remitted to the government by
the businesses selling the goods
or services. For instance, if the
royalty amount is fixed at Rs 10
crore, the applicable GST on it, at
18%, would be Rs 1.8 crore. So, the
parentcompany would receive Rs
11.8 crore from the group compa-
ny and pay Rs 1.8 crore to the go-
vernment.

It'sunclearat this stage whether
the department is testing the wa-
tersas GST, administered undera
comparatively recent statute,
lends itself to different interpre-

tations. Under the GST law, tax
applies in ‘related party transac-
tions’ even if no consideration is
paid. A few months ago, multiple
builders in Mumbai were sent no-
tices for lending their brand and
trade names to subsidiaries, joint
ventures and special purpose ve-
hicles (SPVs) carrying out the
projects.

In real estate and infrastructure
development, each project is typi-
cally organised under a separate
entity or SPV.Such vehicles, cont-
rolled by the main company;, car-
ry out construction, fundraising
and property sale under the pa-
rent’sumbrella brand.

Compared to the real estate busi-
ness, where different SPVs carry
outthesameactivity, member com-
panies of a diversified group are
engaged indifferent businesses.

Unlike ‘corporate guarantees,’
there are no specified rules for
brand fee. On guarantees — often
extended by the parent to help
group companies obtain higher
creditratingand raise moneyata
cheaper rate — the tax is levied at
the rate of 18% on 1% of the total
guarantee amount. So, if the size
of a corporate guarantee is Rs 100
crore, the parent company will
have toshell out Rs18lakh as GST.



