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M&A costs to go up as tax
relief ongoodwill junked
DEV CHATTERJEE
Mumbai, 3 February

T ransactionsonmergersandacqui-
sitions (M&As) are set to become
costlier because the Budget has

proposed that goodwill,whetherof apro-
duct or company, will not be eligible for
tax depreciation.

The amendment is to be effective
from FY21 and applies also to earlier
acquisitions, and the consequent good-
will related to such transactions.
Depreciation on any past goodwill, even
if partly claimed, will not be available
because the amendment takes effect
fromApril 1, 1998, said tax experts.

Thiswill affect also internal corporate
restructuring where goodwill was
claimed. “This may lead to more litiga-
tion,” said a top tax expert.

Several M&A transactions signed in
thepast, includingHindustanUnilever’s
acquisitionofHorlicks inDecember 2018
from GlaxoSmithKline Plc, had claimed
high goodwill as depreciation and will
now be affected by this amendment.

Hindustan Unilever had expected
goodwill measured at around 1.3 billion
euros to be deductible for tax purposes
from theHorlicks deal.

“Depreciation is allowable on intan-
gible assets such as goodwill, and there
are judicial precedents on that, arisingas
a result of an acquisition and/ormerger.
The amendment seeks to do away with
that, andwill impactM&As, especially in
relation to transactionswhere intangibles
are thepredominant chunkof the acqui-
sition price. The ability of the seller to
negotiate with the buyer to share the
benefit of the tax breakwill be affected,”
said Ketan Dalal, managing partner of

tax advisory firmKatalyst.
“In that sense, the amendment is ret-

roactive, and one wishes this was recon-
sideredandexistingpositionsgrandfath-
ered,” he said.

Taxexperts said theproposedamend-
mentswould render ineffective the judg-
ment of the Supreme Court and various
other subsequentverdicts.Consequently,
the soundprinciples of commercial pru-
dence evolved in thepast, andespecially
over the past nine years, in relation to
depreciation on goodwill, specifically in
cases of acquisition of businesses
between third parties, and the valuation
ofwhich is at arm’s length,wouldbeneu-
tralised by this amendment.

Theaxiomof“intendedconsequences”
wouldsquarelyapplyheresincethebene-
fit of tax breaks available to the acquirer
on account of depreciation on goodwill

would not be available and, therefore,
result in lower negotiating power to the
sellerwhile valuing thebusiness.

“This will affect big-ticket transac-
tions,” saidMahindraChhajed,partnerof
Chhajed & Doshi and a noted tax expert.

According toKatalyst, the extantpro-
visionsof the IncomeTaxActprovide for
depreciationon tangible aswell as intan-
gible assets. Intangible assets include
know-how, patents, copyrights, trade-
marks, licences, franchises or any other
business or commercial rights of similar
nature. However, the goodwill of a busi-
ness was not specifically included in the
definition of intangible assets.

Afterlonglitigationonwhethergoodwill
should be considered an intangible asset
and eligible for depreciation, the Supreme
Courthadheldgoodwillwasadepreciable
assetunder the IncomeTaxAct.

AmendmentistobeeffectivefromFY21andalsoappliestoearlieracquisitions

Adani,GMRamongothers inrace for
rebuildingNewDelhi railwaystation

Leading the pack:Top companies by market capitalisation

Adani’senergybizjoinstop20globalclub
Thankstoamassivethrustonrenewable
energy(RE)segmentinthelast twoyears,
AdaniGroup’senergybusinesshasjoined
thetop20globalenergycompanieswithits
totalvaluationnowtouching$31billion
(~2.32trillion)comparedto$6.5billiontwo
yearsago.NexteraEnergyofUSAandEnelof
Italyaretoppingtheglobal listwith$151
billionand$103billionrespectively,
accordingtoBloombergdata.

Thegroupisaimingtobecomeworld’s
largestREcompanyby2030.Thegroup’s
energyvertical includesAdaniGreenEnergy,
AdaniTotalGas,AdaniTransmissionand
AdaniPower.Severalglobal investors
includingTotalandQIAhavealready
investedinthegroup’scompanies.

Companyofficialssaidthetransmission
business isexpectedtoseeover$50billion
(~4trillion)of investments inthenextfive
years,andthegovernmentisexpected
investanother$40billion(~3trillion)to
revivetheailingutilities.

Inordertocashinontheopportunities,
thegrouphasbuiltstrategicandapplied
researchteamstocontinuestayingahead
andcontinueitsexplorationoftechnologies
andendorsethesameforearly investments.
‘Thecoverageofentirevaluechainaugurs
well forasustainablemodel,andalso
focusesoncapacityandhumanresources,
whiledeliveringongrowthexecutionand
operationalexcellence,’’saidanofficial.

DEV CHATTERJEE

Utility Country M-cap Rank M-cap Rank M-cap Change
2018 in 2021 in in

($bn) 2018 ($bn) 2021 (%) rank
NextEraEnergy US 83 1 151 1 82.0 0 -
Enel Italy 59 3 103 2 75.0 1 ]

Iberdrola Spain 50 5 87 3 74.0 2 ]

Ørsted Denmark 28 15 86 4 207.0 11 ]

DukeEnergy US 63 2 67 5 7.0 -3 [
ChinaYangtzePower China 53 4 65 6 22.0 -2 [
SouthernCompany US 45 8 65 7 43.0 1 ]

DominionResources US 49 6 61 8 26.0 -2 [
EDF France 47 7 49 9 4.0 -2 [
NationalGrid UK 33 12 42 10 27.0 2 ]

ExelonCorporation US 44 9 41 11 -6.0 -2 [
AEP US 37 10 41 12 11.0 -2 [
ENGIE France 37 10 37 13 0 -3 [
SempraEnergy US 30 13 37 14 24.0 -1 [
XcelEnergy US 25 18 36 15 41.0 3 ]

Adanienergyvertical India 6 33 31 16 384.0 17 ]

Verbund Austria 16 26 30 17 88.0 9 ]

EversourceEnergy US 21 21 30 18 44.0 3 ]

PSEG US 26 16 29 19 12.0 -3 [
E.ON Germany 23 20 29 19 26.0 1 ]

Excludesoil&gascompanies

TWESH MISHRA
NewDelhi,3February

Arabian Construction Company, Adani
Railways Transport, Kalpataru Power
Transmission, GMR Highways, and
Omaxehaveexpressedinterest inredevel-
oping theNewDelhi railway station.

A statement from the Rail Land
Development Authority (RLDA) said that
BIFIVIndiaInfrastructureHolding(DIFC),
ISQ Asia Infrastructure Investments,
Anchorage Infrastructure Investments
Holdings, andElpisVentures alsopartici-
pated in theRequest for quotation (RFQ).

“These companies will now undergo
technical evaluation. In the next stage
RLDA will float the Request for Proposal
(RFP) for selected participants who get
qualified in the technical process,” the
statement said.

“New Delhi Railway Station
Redevelopment isa flagshipprojectof the
RailLandDevelopmentAuthority,andthe
first to be undertaken on the Transit-
Oriented Development concept in Delhi-
NCR. It will incur the capital expenditure

at $680million and will be developed on
aDesign-Build-Finance-Operate-Transfer
model.Theprojectoffersmultiplerevenue
streams to the developer, including reve-
nue fromreal estate rights and is slated to
be completed in around four years. The
concession period is for 60 years,” the
statement added.

TheNewDelhi stationwill be redevel-
oped with dome-shaped terminal build-

ings,with2-Arrivaland2-Departureat the
concourselevel, twomultimodaltransport
hubs (MMTH) on its every side. In
addition, there will be 40-floor high-rise
twintowers (withhotels/officesandretail
atpodium)andpedestrianboulevardwith
high- street shopping among the salient
features of the proposed development.
Pedestrianmovement, cycle tracks, green
tracks, and non-motorised vehicles have
been integrated into the proposed devel-
opmentplan.

Thestationwillbedevelopedtoensure
multimodal transport integration and
development. It is connected to the IGI
Airport through the Airport Express Line
MetroandwithDelhiNCRviaYellowLine
of DelhiMetro. DTC bus stops lie on both
sides of the station.

The station has a master plan area of
120hectares,ofwhich88hectares isbeing
planned in Phase 1 (of the project). RLDA
is the approving authority for the master
plan.Toexpedite theapprovalsandclear-
ances,anapexcommitteeunderthechair-
manship of lieutenant governor of Delhi
has also been constituted.

The stationwill bedeveloped to ensure
multimodal transport integrationand
development

ZERO GOODWILL
| M&A, internal restructuring included

inamendment

| May lead tomore litigations

| Amendment retrospective since 1998

WHAT THE BUDGET
PROPOSES...
Goodwill (includingexistinggoodwill)
tobenon-eligiblefortaxdepreciation

| Wheregoodwill formspartof an
assetblockonwhich tax
depreciationhasbeenclaimed,
theassetblock’swrittendown
valueand the short-termcapital
gainswill bedetermined ina
manner tobeprescribed

| Acquisition costof acquired
goodwillwill be thepurchaseprice
(as reducedbyobtained tax
depreciation); itwill benil for
other cases

Adani wins
big in Andhra
solar auction
SHREYA JAI
NewDelhi,3February

Adani Green Energy
(AGEL)won fivemega solar
power projects of 600
Megawatt (MW) each in the
bidding held by Andhra
Pradesh Green Energy
Corporation (APGEC)
for awarding 6.4 Gigawatt
(GW) of ultra mega solar
projects.

State-owned NTPC won
600 MW in the auction
quoting the lowest tariff of
~2.48 per kWh (unit).

The lowest tariff discov-
ered in the whole auction
process was ~2.47 per unit
by Torrent Power for a 300
MW solar project.

AGELquoted tariff in the
range of ~2.49-2.58 per unit
for the five projects, thereby
winning half the capacity
offered by the state.

The solar plants are
planned to be built in the
districts of Kurnool,
Ananthapuramu, Prakasam
and Kadapa. The final
award of the projects is sub-
ject to the outcome of awrit
petition filed in the High
court of Andhra Pradesh.

In January, the High
Court stopped the state
from awarding the 6.4 GW
tender.Thecasewas filedby
Tata Power Renewable
Energy, to quash the
requests for selection (RfS)
and draft power purchase
agreements (PPAs) issued
by APGECL.

APPENDIX- II-A
[Refer proviso to Rule 6 (2)]

AUCTION NOTICE FOR SALE OF MOVABLE PROPERTIES
Auction Sale Notice for Sale of Movable Assets under the Securitisation and Reconstruction of
Financial Assets and Enforcement of Security Interest Act, 2002 read with proviso to Rule 6(2)
of the Security Interest (Enforcement) Rules, 2002.
Notice is hereby given to the public in general and in particular to the Borrower and
Guarantor(s) that the below described movable properties hypothecated/pledged/charged to
the Secured Creditor/s, the symbolic possession of which has been taken by Authorised Officer
of Edelweiss Asset Reconstruction Company Limited, acting in its capacity as Trustee of EARC
Trust SC 120, SC 128, SC 129, SC 122, SC 134, SC 176, SC 230 and SC 237 (“EARC”) viz.
the Secured Creditor, will be sold on “As is where is”, “As is what is”, and “Whatever
there is” basis for Lot-I and Lot-II on 08.03.2021, for recovery of Rs.857,62,64,033
(Rupees Eight Hundred Fifty Seven Crores Sixty Two Lakhs Sixty Four Thousand Thirty
Three Only ) as on 30th September 2020 together with further interest and other cost /
expenses being due to the Secured Creditor i.e. EARC from the Borrower i.e. Arshiya Rail
Infrastructure Limited and the Guarantors i.e. 1) Arshiya Limited; 2) Mr. Ajay Mittal;and 3) Ms.
Archana Mittal.
The reserve price and earnest money deposit shall be as follows :

*Above prices does not include applicable taxes including GST &TCS, which is to the account
of the buyer
Description of Secured Assets put for Auction

Lot I • 13 Rakes having 45 BLC Wagons along-with 9 BVC Wagon
• 1750 numbers of 20ft Containers

Lot II • 5 Rakes in total out of which 4 Rakes having 45 BLC Wagons and 1 Rake having 40
BLC Wagons along-with 4 BVC Wagon
• 700 numbers of 20ft Containers & 45 numbers of 40 ft containers.

For detailed terms and conditions of the sale, please refer to the link provided in EARC’s
website i.e. https://www.edelweissarc.in/PropertySale.aspx
Interested parties may contact through phone on Contact No. +91 9136987963 and/or through
e-mail on vineet.aggarwal@edelweissfin.com / vipul.gupta@edelweissfin.com
Dated : 04.02.2021 Sd/- Authorised Officer
Place : Mumbai Edelweiss Asset Reconstruction Company Limited

Lot I 108,26,00,000 27,06,50,000

Lot No. Reserve Price
(Rs.)*

Earnest Money Deposit
(EMD) (Rs.)

Lot II 41,20,50,000 10,30,12,500
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