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Govt stake below 51% will unchain PSUs
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BESIDES ENLARGING THE
scope of disinvestment signif-
icantlyin most listed PSUs, the
FY20 Budget proposal to bring
downdirect government own-
ership in many PSUs to below
51%willunburden these com-
panies from 4Cs — Comptrol-
ler and Auditor General (CAG),
Central Vigilance Commission
(CVC), Central Bureau of Inves.-
tigation (CBI) and courts,
According to the Budget
proposal, the Centre could
bring down its direct holding
in non-financial PSUs to below
51%, but it can still retain
majority stake in some of these
companies by taking into

Source: nseinfobase com

account the stake held by gov-
ernment-controlled institu-
tions like LIC. This would pro-
vide it significantly higher
headroom for disinvestment
in energy PSUs,among others,

Unlike the public sector
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financial institutions which
aresetup bystatutoryActs and
requires Parliament’s nod for
diluting stake below 519, the
same can be done in case of
mostofthe non-financial FSUs
byan executive order,

Currently, the government-
owned companies face audit by
the CAG and follow a host of
prescribed procedures forbusi-
ness processes, including ten-
ders and hiring of employees
while the private sectorcompa-
nies enjoy flexibility as there is
no fear of such audit. Once the
direct government control falls
below 51% in the PSUs, these
private sector practices can be
replicated in these firms with-
out fearof any CAG audit.

About 1,500 public com-
mercial enterprises controlled
bythe Union and state govern-
ments,i.e.govemmentcompa-
nies and corporations are sub-
jected to the audit of the CAG,
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THE CARDINAL feature of a
government company is not
less than 519% ownership by
the central/state government,
either individually or jointly.
Oncea PSU loses the “govern-
ment company” status, the
scrutinyof the CVCand the CBI

{wou]d also decline, thereby

reducing litigation and helpin
quick financial decision-mak-

In a major legislative step
last year that could allow pub-
licservants to unburden them-
selves of the fear of the 4Cs,
Parliament had approved a
clutch of amendments to the
three-decade-old Prevention
of Corruption Act (PCA). Inves-
tigating agencieswill nowhave
to get prior sanction of the
appropriate authority in the
government to probe officials,
including retired ones. This
would aid the government
officials to bring down govern-
ment holding in non-strategic
PSUs to below 519% as well as
expedite strategic disinvest-
mentin the coming months.

The government could not
privatiseasingle firm from the
list of two dozen PSUs identi- |
fied by the Niti Aayog in 2016, |
partly due to fear of legal
harassment later. Once a PSU
loses its “government com-

. pany” status, the Centre can

easilysell-off the residual stake
inthe firm later.

Addressing the 29th
Accountants General Confer-
encein October last year, the
then finance minister Arun
Jaitley had said that the envi-
ronment in which the PSUs
operate have changed after
1991, though they have to
adhere to the rules framed
when state owned companies
used to enjoy monopoly in
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theirrespective sectors,

The finance s Eco-
nomic Survey in 2017 had
flagged the 4Cs concerning
functioning of the PSUs, /
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