2. How India is Tackling the Power Problem

be negotiated in the Power Purchase financed from abroad, and excise taxes (so-
Agreement (PPA). The two parts reflect, called "countervailing” duties) on such
respectively, fixed capital costs and oper- equipment have been eliminated.

ating costs, including cost of fuel. There
is also protection against inflation and
currency devaluation.

® Licenses are issued for 30 years, and are
to be renewable for 20 years at a time.

A five-year full tax holiday is offered, Approval procedures have, in principle, been
followed by a 30 per cent tax reduction centralized and codified to speed up the
for a further five years. processing of proposals. An Investment
. . e v Promotion Cell has been set up in the Power
mgﬁfnrz(:yatwn 'xjates apply for plant Ministry to expedite clearances, and a High-
o - Powered Board of Ministries is to streamline
Free and full repatriation of dividends decision making. In a bid to kick-start the
and interest on foreign equity and loans process and attract foreign investors, the
is assured. Government put the first eight proposals on
"fast track” (see Box 2.2) to speed up clear-
ances, and offered a Central counter-guaran-
tee for individual State obligations arising
from SEB contracts.

Import duties on project-related power
- "'equipment (including that for plant
- refurbishment) have been reduced from
- over 80 per cent to 20 per cent, if it is
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