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A new income-tax (I-T) rule on foreign 
exchange transactions came into effect 
from October 1. The Government of 
India, through the Finance Act, 2020, 
inducted new provisions, enabling levy 
of 5 per cent tax collected at source (TCS) 
on foreign remittances above ~7 lakh in 
a financial year.  

This new sub-section (1G) in Section 
206C provides for levy of TCS on foreign 
remittances under the liberalised remit-
tance scheme (LRS). TCS will be col-
lected unless tax has already been 

deduc ted at source 
(TDS) on that 
amount.   

This provision 
has been imposed 
on foreign visits for 
two reasons.  

Says Suresh 
Surana, founder, 
RSM India: “It will 
enable the govern-
ment to keep close 

tabs on the amount remitted to a foreign 
jurisdiction.” It will also prevent tax eva-
sion. A businessman may not file 
returns, but goes on a foreign tour every 
year with his family.  

Adds Surana: “It may bring such 
people into the tax net who incur huge 
expenditure on foreign travel, but do not 
file tax return, or pay I-T that is not com-
mensurate with the expenses they incur 
on foreign travel.”  

Foreign tours 

The tax shall be collected on the amount 
or aggregate of the amount in excess of 
~7 lakh if the remittance is made for any 
purpose other than for the purchase of 
an overseas tour package. If the remit-
tance is made for the purchase of an 
overseas tour package, then the thres-
hold limit of ~7 lakh shall not apply, and 
tax shall be collected on the total 
amount remitted.  

If a person does not furnish his per-
manent account number (PAN), then TCS 
will be collected at the rate of 10 per cent.  

Says Vivek Jalan, partner at Tax 
Connect Advisory Services: “If a person 
makes remittance under LRS and in the 
same financial year, purchases an over-
seas tour package, will the limit of ~7 
lakh be subsumed if foreign currency is 
purchased for the overseas tour pack-
age? The answer is ‘no’; the limit shall 
not be subsumed.”  

Study overseas 

For students planning to go abroad for 
studies and have taken an education 
loan from a financial institution, the rate 
of TCS shall be 0.5 per cent on the 
amount exceeding ~7 lakh. The amount 
being remitted should have been 
sourced from an education loan as 
defined in Section 80E. If the person 
does not furnish his PAN, TCS shall be 
collected at the rate of 5 per cent.  

Says Rana: “The government has 
fixed the TCS rate at 0.5 per cent to help 
students in case of educational remit-
tances, so as to not make a big dent in 
their finances.”  

If money is remitted under LRS  
for any other purpose, TCS will be col-
lected at 5 per cent if the person fur-
nishes his PAN, and at 10 per cent if he 
does not. 

Any TCS paid will reflect in Form 26AS 
and credit for it can be claimed while fil-
ing the tax return. If there is no tax liability, 
the sum can be collected as refund.  

Finally, as Kapil Rana, founder and 
chairman, HostBooks, advises: “People 
should be ready with all the evidence 
and proof of source of funds, and pur-
pose of travel to avoid tax litigation.” 

Lower TCS rate on funds  
remitted for education
Higher rate will be levied if PAN isn’t furnished
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The 31-per cent growth in des-
patches for September should 
have given Coal India’s (CIL’s) 

investors a reason enough to cheer. But 
it has failed to lift sentiment for the 
stock, which has been on a downtrend 
for the past one year and had hit a 52-
week low on September 30. Although it 
gained more than 1 per cent on Monday, 
it was down 1.4 per cent on Tuesday. So, 
what is worrying the Street? 

The strong growth in September des-
patches brings some relief to CIL, which 
has seen continuous pressure on sales 
during the current year impacted by the 
Covid-19 pandemic. However, even 
after strong September numbers, the 
cumulative sales volume for the first six 
months of 2020-21 (FY21) is down 7.6 
per cent year-on-year (YoY). Moreover, 
the surge in September comes on the 
low base of last year. September 2019 
sales had seen the impact of high rain-
fall as well as law and order issues. 

Moreover, the coal-based power 
generation is trending higher. This has 
pushed up CIL’s coal offtake to thermal 
plants by 5 per cent month-on-month 
in September, according to analysts’ 
data. Since this is on a low base, all eyes 
will be on volume trajectory in the com-
ing months. 

The volume growth has been a key 
concern of the Street. While despatches 
during the first six months of FY21 have 
been weak, despatches in 2019-20, too, 
had declined 4.3 per cent over the pre-
vious year. Not only has CIL’s sales vol-
ume performance disappointed, there 

are increasing concerns on rising com-
petition from private players.  

On the one hand, coal block auctions 
can lead to competition setting in for 
CIL. On the other, it also means many 
of its customers vying coal blocks in 
these auctions may over a 
period of time have their 
own supplies from captive 
mines. After a few years (that 
may be required for mine 
development and ramping 
up production by private 
players), CIL’s monopoly in 
the domestic arena may end. 

Additional concerns pre-
vail on rising renewable 
power capacities and simul-
taneously, fewer new ther-
mal plants. This can impact CIL’s future 
volume outlook. 

While the company is addressing 
concerns and targeting import substi-
tution, the benefits are yet to accrue. 
Therefore, the Street will be watchful 

on the success of such initiatives. 
Analysts say gains can accrue if CIL is 
able to capture even half the quantity 
of coal being imported into India. 

Meanwhile, there is pressure on real-
isations too, especially of coal e-auction. 

International coal prices are 
down significantly and this, 
in turn, puts pressure on 
more profitable e-auction 
volumes, which fetch mar-
ket-determined prices.  

The e-auction premiums 
(over and above the notified 
price) have regularly 
declined. Analysts say even 
though the company sells 
most of its produce under 
the fuel supply agreement, 

where the supply price does not change 
much, e-auctions contribute to a third 
of CIL’s profitability. The e-auction real-
isations during the June quarter had 
plunged 24 per cent YoY to ~2,105 per 
tonne, and analysts anticipate more 

pressure in the September quarter. 
Due to weak volumes and realisa-

tions, pressure on profit, too, has 
increased and is keeping investors anx-
ious with regard to dividend yield. 

“If profits decline, how will CIL be 
able to maintain good dividend yield?” 
asks Rupesh Sankhe at Elara Capital. 
Sankhe says with multiple concerns on 
volume growth and rising competition, 
the stock is not able to command the 
price-to-earnings multiples as wit-
nessed earlier.  

Though Sankhe, like most analysts, 
is positive on the stock looking at cheap 
valuations and expectations of demand 
improvement, the sentiment can 
improve only if CIL’s volumes start 
growing, which, in turn, can help  
drive e-auction premiums and its 
profit. Till then, not much upside may 
be seen in the stock, as investors will 
be exploring other investment options 
in the market, says an analyst at a 
domestic brokerage.
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CIL: Sustainability of strong  
September numbers crucial

Fundraising jumped 64% to ~1.1 trillion in August 

Low e-auction prices and ongoing coal block auctions weigh on sentiment

HOW WILL TCS BE APPLIED

~ 10,00,000 
Amount remitted abroad* 

~ 7,00,000 
TCS applicable on 

the amount in 
excess of

*Other than for the purchase of overseas tour package  
Source: Websites 

~ 3,00,000 
TCS will be 

applicable on 
(~ 15,000  TCS at 5% ) 

Some recovery expected in FY22 but more needed 

E: estimates MT: million tonnes; FSA: fuel supply agreement  
Ebitda: earnings before interest, tax, depreciation and amortisation  
Source: Edelweiss Securities             

                                                      FY20         FY21E        FY22E 
 Production (MT)                        602.2        560.0        599.0 
 Sales (MT)                                   581.8        546.9        599.2 
 FSA volumes (MT)                      501.0        452.4        500.0 
 E-auction (MT)                            65.4           82.6          70.1 
 FSA realisations (~/tonne)     1,538.0     1,472.9    1,504.3  
 E-auction premium (%)             41.6           14.2          23.2 
 Ebitda (~/tonne)                       472.1        341.9        391.8 

REPORT CARD

PRESS TRUST OF INDIA 
New Delhi, 6 October  

Companies garnered more than  
~1 trillion from the capital markets in 
August, a surge of 64 per cent from the 
preceding month, with private  
placement of debt instruments emerg-
ing as the most preferred route for 
financing business needs. 

The funds have been mopped-up 

mainly for business expansion plans, 
loan repayments and working capital 
requirements. 

According to data available with the 
markets regulator Sebi, companies 
raised ~1.1 trillion in August, as against 
~66,915 crore in July 2020 by way of issu-
ing equity and debt securities. 

As much as ~58,419 crore was 
mopped up from private placement of 
debt securities and ~45,471 crore 

through private placement of equity, 
which include qualified institutional 
placement (QIP) and preferential allot-
ment routes. 

A total of ~42,725 crore and ~2,746 
crore were raised through QIP and issu-
ance of shares on preferential allotment 
basis, respectively. 

In comparison, corporates had 
mobilised just ~2,882 crore from private 
placement of equities in July. 

When it comes to raising funds 
through public issuance in August, 
~6,096 crore was raised through rights 
issue and ~11.5 crore by SMEs' initial 
share-sales. 

There was no public issue of corpo-
rate bonds in the month of August 2020. 
However, during July 2020, there was 
one public issue of corporate bonds 
amounting to ~160 crore, the data 
showed. 

While despatches 
during the first  
six months of FY21 
have been weak, 
despatches in  
2019-20, too, had 
declined 4.3 per 
cent over the 
previous year
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