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INDIA’S CONSUMPTION SLOWDOWN

As discretionary goods exhibit slump,

PRANAVMUKUL
NEW DELHI,JUNE10

EVEN AS most indicators point to
a slowdown in the economy, a
closerlook at consumption trends
paintamore layered picture of the
sluggishness. Discretionary goods,
for instance, are seeing a pro-
nounced dampening of demand,
while necessity items have con-
tinued to grow either in terms of
sales or output.

In the hinterland, the con-
sumption breakdown is visibly
stemming from the non-agricul-
tural segment in rural areas even
asagricultureislargely holdingup
in terms of physical volumes. In
the urban areas, on the one hand,
the mainstay of online commerce
— smartphones — are witnessing
lower than expected growth, on
the other hand fashion and gro-
cery goods have posted significant
increase in demand.

Within the consumer
durables segment too, while there
is slump in output of discretionary
goods such as air-conditioners
and televisions, necessity items
suchasrefrigerators, washing ma-
chines, cooking appliances have
posted positive output trends.

This could call for multi-di-
mensional approach from policy
makers to tackle this.

Mobile phones, which com-
prised the lion’s share for online
retail, have started to see adecline
in share of e-commerce sales af-
ter atleast fouryears. The share of
mobiles, which was at45 per cent
during the first quarter of calen-
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“The Indian e-tailing ecosys-
tem always had a high share of
mobile devices category, with the
figure often exceeding 50 per cent
of all GMV in certain quarters.
Despite all efforts from e-tailers to
wean customers off mobiles,
seemingly nothing could end the
love affair between Indian con-
sumers and online purchase of
mobile devices. Yet it finally seems
like things are changing, as the
mobile category share started
dropping below 40 per cent since
2018 and likely to stay at around

MUTUAL FUNDS

Credit risk funds,

fixed term plans see
outflows in May

ENSECONOMICBUREAU
MUMBAI, JUNE 10

CREDIT RISK funds and fixed
term plans (FTPs) of mutual
funds witnessed outflows
during May 2019 as the recent
credit default events in the
NBFC sector continued to take
a toll. However, equity funds
witnessed agrowthininflows
during the month.

According todatareleased
by the Association of Mutual
Funds in India (AMF), credit
risk funds witnessed Rs 4,155
crore worth of outflows in
May. In April 2019, credit risk
funds recorded outflows of Rs
1,253 crore. Fixed Maturity
Plans (FIMPs) witnessed a net
outflow of Rs 1,797 crore in
May as against Rs 17,644 crore
in April, while net outflow
from the balanced hybrid
funds category stood at Rs
2481 crore in the month un-
der review, as per AMFIL.

The mutual fund industry
hasbeenwitnessing redemp-
tion pressures in the wake of
the debt crisis at various
groups, including IL&FS, Essel
and DHFL. Some fund houses
have also deferred payouts to
investors in fixed income
schemes. However, on the eg-
uity front, net inflows into
growth and equity oriented
funds saw a growth after the
decline in April. The inflows
into equity fundsincluding eg-
uity-linked savings schemes
stood at Rs 5407 crore after the
42 per cent decline in inflows
at Rs 4,608 crore in April. The
jump in equity fund inflows
follows the sharp rise in the
stock markets after the victory
of the NDA in the elections.
The total corpus of the equity
oriented funds were Rs
724,033 crore as of May 2019.

N S Venkatesh, CEO, AMFI
said: “Continued retail in-
vestor confidence through
SIPs has now seta new normal
with monthly flows consis-
tently crossing over Rs 8,000
crore. On debt side, investors
can take advantage of declin-
ing interest rates to invest in
Gilt and high-quality income

‘REDEMPTION
PRESSURE’

M Creditrisk funds
witnessed Rs 4,155
crore worth of
outflows in May

B The mutual fund
industry hasbeen
witnessing
redemption
pressures in the wake
of the debt crisis at
various groups,
including IL&FS, Essel
and DHFL

funds. The retail fund flows
would now hereon, further
strengthen on back of political
stability, promise of further
economic reforms and im-
proving macro-economic en-
vironment coupled with
healthy corporate earnings
growth.”

Liquid funds used by com-
panies to park surplus cash
recorded inflows worth Rs
68,582 crore, but the inflows
declined from Rs 89,778 reg-
istered in April this year.

AMEF has followed a new
format to release data since
April, , as mandated by Sebi.
The format requires categori-
sation of schemes into various
segments, open-ended, close-
ended, and equity-oriented
schemes. Under the
income/debt oriented
schemes, another category
that saw a significant drop was
low-duration funds that reg-
istered outflows of Rs 2,353
crore in May. The AMFI data
also revealed that money-
market/liquid funds got about
Rs 72,500 crore in May versus
Rs 96,200 crore in April,

Significantly, inflows in
banking and PSU category in-
creased to Rs 3,381 in May
compared toRs 2,792 crorein
April. The average assets un-
der management (AUM) of
the mutual funds rose to Rs
25.43 lakh crore in May as
against Rs 23.27 lakh crore in
the period of last year.

pected on-year growth of 4 per
cent in first quarter of 2019. “The
overall growth was slower than
expected as some of the major
brands were sitting on inventory
after a stock build up during the
festive period last quarter,” said
Anshika Jain, research analyst at
Counterpoint Research.

However, this was against
global smartphone shipments de-
clining 5 per cent year-on-year in
January-March 2019, which was
the sixth consecutive quarter of
shipments falling in the global
smartphone market.

Despite a drop in online sales
of electronic goods online, the
consumer durables segment’s
output during 2018-19 grew

5.3 per cent — the highest in last
five years led primarily by prod-
ucts such as washing machines,
cooking appliances, electric
heaters and refrigerators. As pera
research report by CARE Ratings,
while refrigerators saw 15.7 per
cent on-year output growth,
washing machines saw a growth
of 10.3 per cent.

“However, output of TV sets
and air conditioners (ACs) has
beenonadeclinerecently. TV sets
show adownward trend since the
past four years, where 2018-19
saw the sharpest fall of 37 per cent.
ACs production fell in FY19 by 7
per cent, after a marginal growth
of 2 per cent in FY18. The fall in
production of some consumer
durable products can be attrib-
uted to the very nature of such
products, which are purchased
withagap of 3-7 years. Along with
this, the drop in consumer de-
mand owing tolesser purchasing
power can be evidenced from the
fall in outstanding loans growth
for this segment, which reduced
by Rs 13,400 crore year-on-yearin
FY19. Further, washing machines
and refrigerators are considered
to be more of necessities than TV
setsand ACs which are considered
to be ‘comfort’ goods,” CARE
Ratings said.

The fast-moving consumer
goods (FMCG) segment, which
showed overall moderate produc-
tiongrowth of 3.8 per cent during
2018-19, significantly lower than
10.5 per cent in the previous year
witnessed the slump mainly due
to slower sales in rural parts of
the country.

d for necessity items grows

“Slowdowninsales volumein
the FMCG sector was credited to
lower demand mainly from rural
segment. Usually, the growth
numbers posted by rural segment
are higher compared with urban,
due to inherently lower penetra-
tion levels in rural. However, in
Q4-FY19 (January-March), rural
growth lowered to reach same
level as urban,” the ratings agency
said.Itadded that average realisa-
tion by farmers being lower than
the minimum support price an-
nounced for kharif crops in August
last year has led to lower income
forthe rural segment and affected
consumption growth and de-
mand pickup in the hinterlands.

Another key reason for the
slowdown in consumption de-
mand, especially outside of the
metropolitan centres, is the slow-
down in loan growth for India’s
NBFCs. NBFCs have been an im-
portant channel for extending
credit to the wider economy,
given their wide distribution net-
works, which are often more ex-
tensive across rural India than
those of banks. The sector’srole as
acredit provider became outsized
as the banking system, especially
public sector banks, was forced to
deal with its weak asset quality.
According to Fitch, NBFCs now ac-
count for nearly 20 per cent of
credit to the economy compared
with about 15 per cent five years
ago. The funding squeeze for the
NBFCs sector, alongside the result-
ant cascading impact of the IL&FS
and unfolding DHFL crisis, could
spell further bad news for the al-
ready dismal consumption story.
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VEHICLE PRODUCTION CUT BY OVER 18%

Maruti slashes output for
fourth straight month in May

ENS ECONOMICBUREAU
NEW DELHI, JUNE 10

IN A reflection of how weak con-
sumer demand is, Maruti Suzuki
Indiasaid it had cut production by
over 18 per cent year-on-year (y-
0-y) in May, the fourth consecu-
tive month in which it trimmed
output. Despatches todealers had
fallen by 24 per cent year-on-year
(YoY), among the steepest mo-
nthly declines in at least 7 years.

Market watchers said demand
had flagged due to the increased
prices of cars resulting fromrising
insurance premiums and hikes
taken by manufacturers for new
safety features. The muted de-
mand has seen dealers stuck with
high inventories.

In a stock exchange notice on
Sunday, the country’s biggest car
maker said it produced a total of
151,188 units last month. The cut
has been the sharpest — 42 per
cent YoY — in the mini segment,
comprising cars like Alto and old
WagonR with the company
rolling out just 23,874 units.

Models like the Baleno and
Swift were somewhat less im-
pacted with production of these
cars pruned by about 10 per cent
YoY. The leastimpacted segment
was utility vehicles (UVS) where
the output dipped by a little over
3 per cent.

Maruti Suzuki chairman RC
Bhargava had observed in April
that demand typically tended to
be weak during pre-election
monthsand therefore, arevivalin
the April-June quarter was un-
likely. “For some reason, cus-
tomers are postponing their pur-
chases during the elections and
that has hit retail demand,”
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May 24,2019, up from
8.1%lastyear

against 12.8% last year

commercial banks as of

growth in bank credit as

Bank deposit growth rise, credit offtake stagnant

The growth in deposits of commercial banks accelerated as of May 24, 2019, while credit offtake remained

stagnant, according to the Reserve Bank of India data
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DEPOSITS UP: Outstanding
bank deposits have gone up
by Rs 11,45,720 crore ona
year-on-year basis toRs

of the banks refused to go for

124,98,550 crore even as most

deeper cutin interest rates

CREDIT OFFTAKE STEADY:
Total credit offtake
outstandings rose toRs
96,22,590 crore in May 2019

OUTSTANDING AS ON MAY 24,2019 (% CRORE)

TOTAL CHANGE*
Aggregate deposits 124,98,550 11,45,720
Demand deposits 13,13,190 143,310
Time deposits 111,85,350 10,02,410
Borrowings 357,530 -9,550
Bank Credit 96,22,590 10,84,930
Food Credit 65,720 12,810
Non-food credit 95,56,870 10,72,120
Source: RBI * Rise year-on-year
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RBI relaxes norms for basic
savings bank deposit accounts

ENS ECONOMICBUREAU
MUMBAI,JUNE 10

THE RESERVE Bank of India (RBI)
on Monday relaxed the norms for
the Basic Savings Bank Deposit
(BSBD) accounts — or popularly
known as no-frills accounts — al-
lowing banks to provide cheque
books and other facilities like min-
imum four withdrawals to basic
account holders.

However, the banks cannot
ask the BSBD account holders to
maintain any minimum balance
inlieu of such facilities.

Earlier, additional facilities
made BSBD accounts like a nor-
mal savings account, thus attract-
ing requirement of maintaining
minimum balance and other
charges. “Banks are now advised
to offer... basic minimum facilities
in the BSBD account, free of
charge, without any requirement
of minimum balance,” the RBI
said in a notification.

The new facilities allowed for
BSBD accountsinclude depositof
cash at bank branch as well as
ATMs and receipt/ credit of
money through any electronic
channel or by means of deposit
[collection of cheques drawn by
central/ state government agen-
cies and departments.

TheRBIhassaid there should
not be any limit on number and
value of deposits that canbe made

NEW FACILITIES

ADDITIONAL facilities
earlier made BSBD
accounts like normal
savings account, thus
attracting requirement
of maintaining
minimum balance

NEW FACILITIES
allowed for deposit of
cashatbankbranchand
ATMs and receipt/ credit
of money through any
electronic channel or by
means of cheques

in a month. It has allowed mini-
mum of four withdrawals in a
month, including ATM with-
drawals. It also allowed ATM card
or ATM-cum-debit card for such
accounts. “The BSBD account
should be considered a normal
banking service available to all,”
the RBI said.

The minimum free with-
drawals available to the BSBD ac-
count holders can be made at all
ATMs (own-bank or other bank
ATMs), it said.

According to the RBI, banks
are free to provide additional
value-added services, including
issue of cheque book, beyond the
above minimum facilities, which
may/ may not be priced (in non-

discriminatory manner) subject
to disclosure. “The availment of
such additional services should
be at the option of the cus-
tomers,” it said.

“However, while offering such
additional services, banks should
notrequire the customer to main-
tainaminimum balance. Offering
such additional services will not
make it a non-BSBD account, so
long as the prescribed minimum
services are provided free of
charge,” it said.

The RBI said the Basic Savings
Bank Deposit(BSBD)account was
designed as a savings account
which will offer certain minimum
facilities, free of charge, to the
holders of such accounts. “In the
interest of better customer serv-
ice, it has been decided to make
certain changesin the facilities as-
sociated with the account,” it said.

The new norms will come into
effect from July 1,2019.

However, the holders of BSBD
account will not be eligible for
opening any other savings bank
deposit account in that bank. If a
customer has any other existing
savings bank deposit account in
that bank, he or she will be re-
quired to close it within 30 days
from the date of opening a BSBD
account. “Further, before opening
a BSBD account, a bank should
take a declaration from the cus-
tomer that heis not havinga BSBD
accountinany otherbank,” it said.

US Fed s ‘very
destructive to
us’, says Trump

AGENCIES
WASHINGTON, JUNE 10

US PRESIDENT Donald Trump
complained on Monday that
Chinese President Xi Jinping en-
joysamajor advantage in the US-
China trade war in that he controls
China’s central bank while Trump
must deal with a Federal Reserve
thatis “very destructive to us”.

Trump made clearinaninter-
view with CNBC his frustration
witha system that provides polit-
ical independence for America’s
central bank. He noted that
China’s President, by contrast, is
also head of the Chinese central
bank. “He can do whatever he
wants,” Trump was quoted by AP
as saying in the interview.

Trump also complained that
even though he selected four of
the Fed’s five board members, in-
cluding elevating Jerome Powell
to chairman, “We have people on
the Fed that really weren't, you
know, they’re not my people.” The
US President expressed exaspera-
tion that the Fed’s policymaking
committee raised its key short-
term rate four times last year.

Meanwhile, a Reuters report
quoted Trump as saying that he
was ready to impose another
round of punitive tariffs on
Chinese imports if he does not
reach a trade deal with China’s
president at a G20 summit later
this month. AP&REUTERS
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Maruti had cut output by 10
per cent in April while in March,
the cut was just under 21 per
cent. This was the steepest de-
cline in volume-wise monthly
production since 2014 and in
sharp contrast to a positive trend
seenin the past several years, in-
cluding double-digit growth for
the last four years. In February,
the company had cut production
by over 8 per cent YoY to
1,48,959 units.

While the company has been
putting out official data since
January, production cuts, of nearly
30,000 units, are understood to
have taken place in December
2018 too as stocks had piled up af-
ter a subdued festive season.
While production normalised in
January with sales picking up on
the back of discounts, most deal-
ers today are sitting on over 40
days of stocks.

Several other manufacturers
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of passenger vehicles and two-
wheelers too have beenresorting
to production cuts in the past four
to five months to clear unsold in-
ventory.

Mahindra & Mahindra said
last week it would shut produc-
tionacross plants forup to 13 days
in the current quarter to adjust
stocks to market demand. Others
including TataMotors, Honda Cars
India and Renault-Nissan alliance
have shut down their plants for
anywhere between four and 10
days in May-June.

The companies have been
trimming output since January
this year. Analysts said liquidity
crunch in the system was also a
factor constraining volume
growth and that the weakness
was likely to continue.

“FY20 could alsobe a challeng-
ing year for the sector due to
transition to BS-VI norms from
April 1,2020,” analysts at Kotak
Institutional Equities said. FE

Centre compulsorily
retires 12 senior I-T
officers for corruption,
extortion & misconduct

ENS ECONOMICBUREAU
NEW DELHI,JUNE 10

THE GOVERNMENT has compul-
sorily retired 12 senior Indian
Revenue Service (income tax) of-
ficers, including one of the rank of
the joint commissioner, following
charges of corruption, extortion
and professional misconduct
against them. Finance Ministry is-
sued the orders on Monday,
which will come into effect from
Tuesday afternoon on completing
50 years of age, the ministry said.

The officers who have been
ousted include Ashok Agarwal
(IRS 1985 batch), Joint
Commissioner Income Tax, S K
Srivastava (IRS 1989 batch),
Commissioner (Appeal), Noida,
Homi Rajvansh(IRS 1985 batch), B
B Rajendra Prasad, Ajoy Kumar
Singh (CIT) and B Arulappa (CIT).
Other names in the list include
Alok Kumar Mitra, Chander Saini
Bharti, Andasu Ravindar, Vivek
Batra, Swetabh Suman and Ram
Kumar Bhargava.

Asimilar actionunder Rule 56
(j) was taken by the government
in May 2016 when 33 officials of
the Revenue Services, including
seven Group ‘A’ officers, were pre-
maturely retired for non-perform-
ance under Rule 56 (j) of CCS
(Pension) Rules. All Central gov-
ernment employees are governed
by the ‘fundamental rules (FR)’
and the Central Civil Services
(CCS)rulesand compulsory retire-
ment is a provision in both of
them. The Finance Ministry has
cited Rule 56 (j) of Fundamental
Rules for the recent step.

Finance Ministry sources said
Ashok Agarwal, who remained
suspended from 1999t02014, had
serious complaints of corruption
and major extortion from busi-
nessmen accused of helping self-
styled godman Chandraswami.
CBI had launched prosecution on
charge of acquiring disproportion-
ate assets worth Rs 12 crore in
2005 and departmental proceed-
ings were initiated in early 2000,
they said.

Srivastava was accused of sex-
ual harassment of twowomen IRS
officers of Commissioner rank,
while Rajvansh had allegedly ac-
quired movable and immovable
assets worth over Rs 3.17 crore in
the name of self and his family
members. These movable and im-
movable properties had allegedly
been acquired by abusing his of-

ORDER IN EFFECT
FROM TODAY

B The Finance Ministry
issued the orders on
Monday, which will
come into effect from
Tuesday afternoon

ficial position and by corrupt and
illegal means, sources said.
Rajvansh was arrested by CBI af-
ter absconding from his head-
quarters to evade arrest and was
also placed under suspension fol-
lowing his arrest, they said.

Ajoy Kumar Singh had a dis-
proportionate assets case regis-
tered against him by the anti-cor-
ruption branch of the CBI, and was
suspended from service in
October 2009 pending criminal
prosecution, sources said. Mitra
was also allegedly involved in
cases of corruptions and extortion
and is alleged to have passed
many wrongs and malafide as-
sessment orders which were later
on reversed by the appellate au-
thorities. Bharti is alleged to have
disproportionate assets to the
tune of Rs 1.55 crore, which is
133.71 per cent of his known
sources of income and using
hawala channels for transferring
theill-gotten money.

Ravindar, another officer of
Commissioner rank, was arrested
by CBI with Rs 50 lakh with him
andisalleged to have acquired as-
sets in his name and in the name
of his wife of about Rs 81 lakh,
sources said. Batra has been ac-
cused by CBI in 2005 of abuse of
his official position to accumulate
assets disproportionate to his
known sources of income
amountingRs 1.27 crore, they said.

Another officer, Suman, was
accused of demandingRs 501akh
as bribe for providing relief to a
businessman in a shell company
matter and abusing his official po-
sitionas a public servant to acquire
immovable/movable assets from
his ill-gotten money amounting
toRs 3.13 crore, they said.

All these 12 officers shall be
paid a sum equivalent to the
amount of pay &allowances fora
period of three months calcu-
lated at same rate at which they
were supposed to be withdraw-
ing them (pay & allowances)im-
mediately before their retire-
ment, the ministry said.
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With eye on improving quality of
macro-economic aggregates, MoSPI
to set up ‘National Data Warehouse’

ENS ECONOMIC BUREAU
NEW DELHI, JUNE 10

THE MINISTRY of Statistics and
Programme Implementation
(MoSPI) has proposed to set up
a ‘National Data Warehouse’
wherein big data analytical tools
will be leveraged to further im-
prove the quality of macro-eco-
nomic aggregates, the Ministry
said Monday. The MoSPI is also
redrafting the National Policy on
Official Statistics (NPOS), which
it said it had earlier placed in
public domain.

Efforts are also on to evolve a
legislative framework under
which the National Statistical
Commission (NSC) may function
with independence and give ho-
listic guidance forimproving the
national statistical system, the
Ministry said. On the issue of re-
structuring in official statistics
system, the Ministry said it’s
“giving an increased focus on
Data Quality and Assurance by
repositioning the existing data
processing personnel”.

“As far as the statistical re-
forms are concerned, it is impor-
tant to note that system reforms
are an ongoing process and are
necessary for ensuring respon-
siveness to the changing needs
of society,” it said.

Italso said the advent of tech-

MORE ‘INDEPENDENCE’ TO FUNCTION FORNSC

M Efforts are on to evolvea
legislative framework
under which the National
Statistical Commission
(NSC) may function with
independence and give
holistic guidance for
improving national
statistical system, the
Ministry Statistics and
Programme
Implementation said

M Italsosaid the advent of
technology necessitates
reforms in statistical
processes and products,
with an aim to synergise the
existing resources so that
the system remains
responsive. MoSP], inan
order on May 23, had
cleared the merger of NSSO
and CSO under National
Statistical Office

nology necessitates reforms in
statistical processes and prod-
ucts, with an aim to synergise
the existing resources so that the
system remains responsive.
MOoSPI, in an order on May 23,
had cleared the merger of NSSO
and CSO under National
Statistical Office (NSO).

On the Gross Domestic
Product (GDP) estimates, the
Ministry said the revisionin GDP
estimates occurs when data cov-
erage from administrative
sources improves over time and
these improvements get well
documented.

It said the International
Monetary Fund (IMF) had raised
certain issues on the usage of
double deflation in the Indian
GDP series and India has in-

formed IMF that the existing
dataavailability does not permit
its application at present.

Referring to media reports
which cite the changes in GDP
growth and result in varying out-
comes obtained by different au-
thors from their own distinct as-
sumptions, MoSPI said “it was
because of such views that the
Advisory Committee on National
Accounts Statistics (ACNAS) had
not agreed to the use of the dou-
ble deflation at present stage.
Moreover, double deflation is
used inonly a few countries that
have a Producers Price Index
(PPI) to deflate the inputs. MoSPI
is working closely with Ministry
of Commerce and Industry to
have the methodology for the
PPI finalised.”

ACTION SOUGHT UNDER SECTION 140 OF COMPANIES ACT

Corporate Affairs Ministry moves

NCLT to get IFIN auditors barred

SFIO probe found that auditors did not present ‘true and fair’ state of affairs of IFIN

ENSECONOMICBUREAU
MUMBAI, JUNE 10

THE MINISTRY of Corporate
Affairs (MCA) on Monday moved
the Mumbai bench of the National
Company Law Tribunal (NCLT),
urging that Deloitte Haskin and
Sells and BSR Associates, auditors
for IL&FS Financial Services (IFIN),
be barred from providing audit
services in India for five years.

The move follows a probe by
the Serious Fraud Investigation
Office’s (SFIO), which found that
auditors failed to present the “true
and fair” state of affairs of IFIN. The
MCA counsel said the probe re-
vealed that the auditors did not
ask questions when loans were
given to companies with negative
net worth orinadequate security.

IFIN is among the 348 sub-
sidiaries of the IL&FS group, which
owes over Rs 95,000 crore to
lenders. The group ran into trou-
ble after many of its arms began
defaulting since last September,
and on October 1, the government
suspended its board and took over
the company.

In a fresh plea filed under
Section 140 of the Companies Act,

‘New NPA norms ofter banks, borrowers a breather’

BALANCE BETWEEN
TIGHT TIMELINES &
EXTREME DELAYS: The
new framework “strikes a
fine balance between tight
regulatory timelines
mandated previously for
resolving stressed assets,
and inordinate delays that
occurred in the past when
resolving and provisioning
for such assets”, it added

FORMULATION OF
STRATEGY: The change in
timelines for
implementation of the
resolution plans, including
the 30-day review period,
will help lenders formulate
their strategies, the agency
said

IMPROVED
REALISATIONS: It pointed
out that doing away with
mandatory referral to the
Insolvency and Bankruptcy
Code (IBC)canlead to

Crisil and Bank of America-Merrill Lynch termed the
new non-performing assets (NPAs) resolution
framework issued by RBI as “balanced” as it provides a
big breather to both banks and stressed companies

. improved realisations as
- intrinsic value of assets can
. be preserved

. ACCELERATED
. PROVISIONING: The
. provision for accelerated

provisioning within the new
NPA resolution framework
issued by the central bank
will disincentivise lenders
from avoiding referring
cases to IBC, the ratings
agency noted

i stressed loans bilaterally

31 LAKH CRORE
OWED BY POWER
SECTOR FIRMS
Crisil said the
immediate breather
will be for power
sector firm, which
owe Rs 1 lakh crore,
and banks with
exposure to these
firms as otherwise
they would have
been staring at
“significant” haircuts
from these accounts

FLEXIBILITY TO BANKS:
Bank of America-Merrill
Lynch said the new
framework accords banks
flexibility to restructure

(with provisions) or refer
them to the National
Company Law Tribunal for
auction

Sashakt panel: RBI's new framework to
accelerate resolution of stressed assets

PRESS TRUSTOFINDIA
NEW DELHI,JUNE10

THE MANDATORY norm of inter-
creditor agreement allows banks
todecide resolution strategy out-
side the Insolvency and
Bankruptcy Code (IBC) and will
help lenders to accelerate resolu-
tion process of stressed assets,
Sashakt Committee on bad loans
said Monday. “The requirement of
entering into the Inter-Creditor
Agreementis anendorsement by
the RBI of the need for the lenders
to have a framework for resolu-

Low RE
tariffs not

aberration:
RK Singh

ENS ECONOMICBUREAU
NEW DELHI,JUNE 10

CITING LOW maintenance cost
and increasing availability of effi-
cient renewable energy equip-
ment, New and Renewable
Energy Minister RK Singh said the
current tariff rates discovered for
various renewable projects are vi-
able, and “low tariffs are not an
aberration”. He was speaking ata
review meeting held on Monday;,
where he was taking stock of the
development of the sector.

To help renewable energy de-
velopers get access to easy finance,
MNRE was asked to follow up with
RBIfor removal of the priority sec-
tor lending limit for the sector.
Singh also requested lenders to
categorise renewable energy as a
separate sector, different from the
stress-laden thermal power indus-
try. Bankers were asked to tie up
with solar energy corporation of
India for offering predetermined
loans to successful bidders. FE

tion outside IBC,” the panel
headed by PNB non-executive
chairman Sunil Mehta said.

The members of the panel that
works toward faster resolution of
stressed assets in public sector
banks include SBI chairman
Rajnish Kumar, Bank of Baroda
MD-CEO P S Jayakumar, and SBI
deputy MD Venkat Nageswar.

The Reserve Bank Friday had
replaced a tough norm on NPA
categorisation by lenders, asitwas
quashed by the Supreme Courtin
April, and provided banks addi-
tional period of 30 days todeclare
anaccountasdud. The RBl hadis-

sued a circular in February last
year for resolution of bad loans
under whichaloanaccount could
be categorised an non-perform-
ing asset if it missed repayment
foraday.

“The Sashakt Committee rec-
ommends the existing ICA agree-
ment executed by 35 banks/FI's
under the aegis of Indian Banks’
Association(IBA)be adopted toin-
corporate the revised voting
threshold / other changes for deci-
sionmaking stipulated by the RBI.
It will enable expeditious imple-
mentation of the new frame-
work,” the release said.

SC stays its own order to
raze 5 Kerala buildings
for violating CRZ norms

EXPRESSNEWS SERVICE
NEW DELHI,JUNE 10

THE SUPREME Court Monday re-
strained authorities from execut-
ing its earlier order directing raz-
ing of five apartment complexes
in Kerala for violating Coastal
RegulationZone (CRZ) normstill it
heard the matter next. Hearing
applications by some residents of
these apartment complexes lo-
cated in Maradu municipality in
Ernakulam district, a vacation
bench of Justice Indira Banerjee
and Justice Ajay Rastogi directed
that the applications be listed in
the first week of July before the
same bench which passed the
demolition order on May 8.

Itfurther said that “fora period
of sixweeks or until further orders
whichever is earlier, there will be
an interim order restraining the
respondents from demolishing
the buildings in question”.

The petitioners submitted that
the SChad on November 27,2018,
directed that a three-member
committee, comprising Secretary
of the Local Self Government

Department, Chief Municipal
Officer of the concerned
Municipality,and Collector of the
District be constituted to hear ob-
jections to the show-cause notice
issued for removal of buildings.
The petitioners said the
Committee was directed to hear
the affected parties as well as the
Kerala State Coastal Zone
Management Authority (CZMA)
and the state government, and to
submit a report to the SC.
However, they contended the
Committee submitted its report
without giving them an opportu-
nity of hearing. Abench of Justices
ArunMishraand Navin Sinha had
on May 8 ordered demolition of
the five complexes — Holy Faith
Apartments, Kayaloram
Apartments, Holiday Heritage,
AlfaVentures,and Jain Heritage —
and observed that the state, dev-
astated by last year’s floods, can-
not withstand another flood on
account of illegal constructions.
The decision came onaspecial
leave petition filed by the State
CZMA. The SC had given authori-
tiesamonth’s time (from the May
8 ruling) to carry out demolition.

Mumbai: The board of IL&FS
has extended the deadline for
submission of claims to June
20 following an order passed
by the National Company Law
Appellate Tribunal. The earlier
deadline was June 5.

In a release on Monday,
IL&FS said the new board ini-
tiated a comprehensive

IL&FS board extends deadline
for claims submission to June 20

claims management process
for 70 group entities through
the launch of pan-India public
notices on May 22. “This ex-
tension is pursuant to the or-
der passed by the NCLAT on
May 29, 2019, wherein the
court had extended the period
for lenders to file their claims
by June 20th...” itadded. PTI

the MCA counsel sought the
deemed removal of BSR and
Deloitte as auditors for IFIN.

Section 140 allows for auditors
tobe removed. It further provides
that “an auditor, whetherindivid-
ual or firm, against whom final or-
der has been passed by the
Tribunal under this section shall
not be eligible to be appointed as
an auditor of any company for a
period of five years from the date
of passing of the order”.

Audit partners Kalpesh Mehta,
Sampath Ganeshand Udayan Sen
were also named as respondents
inthe plea. The NCLT gave respon-
dents time till June 19 to file their

‘NPAs fall to
9.3% in FY19,

deeper than
RBI estimate’

PRESS TRUST OF INDIA
MUMBAI, JUNE 10

THE SYSTEM-WIDE non-per-
forming assets (NPAs) stock has
declined massively to 9.3 per
centin March 2019, much faster
than the Reserve Bank’s estimate
and steeply down from 11.5 per
cent the year before, says a re-
port by Crisil.

The report comes at a time
when most banks in the country
are at the cusp of an end of the
NPA pains after a prolonged pe-
riod, and are concentrating on
the resolution now.

“System-wide NPAs have de-
clined in fiscal 2019 to 9.3 per
cent as of March 2019 after
tripling to 11.5 per cent in the
four fiscals till March 2018,” the
ratings agency said inits note, re-
leased on Monday.

replies and the next date for hear-
ing has been fixed on June 21.

The SFIO had submitted its
second interim report on the in-
vestigation on IL&FS on May 28.
On the basis of their findings, the
investigative arm of MCA also filed
a chargesheet on May 30, which
stated that Mehta, Ganesh, Sen
and others failed to discharge their
duties as auditors as per Section
143 of the Companies Act.

The SFIO accused the audit
firms and partners of colluding
with officials of the company to
conceal facts and of “fraudulently
falsifying the books of accounts
and thereby financial statements

from FY2013-14 to 2017-18".The
audit firms knowingly withheld
crucial information, including the
negative net owned fund and
credit adequacy ratio of IFIN,
which directly led to losses for
creditors and investors, it said.

To avoid NPA classification of
defaulting loan facilities, IFIN's top
management lent to other firms
belonging to the borrowing group
for repaying the principal and/or
interest of the defaulting borrow-
ing company. This modus
operandi was repeated several
times until the final loan facility
was either written off or declared
an NPA or went unrecognised.

The SFIO’s investigation re-
vealed that audit committee
members were aware of this
fraudulent practice. The auditors
were aware of the company’s
stressed asset portfolio, of non-re-
ceipt of fees and income, espe-
cially from IL&FS group compa-
nies, but they did not ensure
adequate disclosure. “The auditors
knowingly did not reveal the true
state of affairs of the company,”
the chargesheet stated.

The RBI, Sebi,and the ICAl have
also been made parties to the
MCA’s plea. FE

NCLT set to hear

insolvency petitions
against Jet on June 13

ENS ECONOMIC BUREAU
MUMBAI, JUNE 10

INTHE absence of any represen-
tatives from Jet Airways, the
Mumbai bench of the National
Company Law  Tribunal
(NCLT) on Monday decided to
hear two separate petitions filed
by the cash-strapped airline’s
operational creditors, Shaman
Wheels and Gaggar Enterprises,
on June 13.

Adjourning the matter, the
bench said that the court will
serve a notice to Jet Airways.

According to the cause
list available on the NCLT web-
site, Gaggar Enterprises has
also filed a second petition
under Section 7 of the Insolvency
and Bankruptcy Code, which
allows a financial creditor to file
an application against the corpo-

rate debtor.

Shaman Wheels, which pro-
vided car services to the airline
for its pilots and other staff
members, has dues of around Rs
6.17 crore pending from Jet
Airways.

According to media reports,
Gaggar Enterprises sold pack-
aged drinking water to Jet
Airways.

The development comesata
time when banks are looking to
resolve the once-premier air-
line’s debt issues outside the in-
solvency process.

Jet Airways owes more than
Rs 8,000 crore to a consortium of
banks led by the State Bank of
India, while it has a much larger
debt pile by way of accumulated
losses to the tune of Rs 13,000
crore, vendor dues of over Rs
10,000 crore and salary dues of
over Rs 3,000 crore. FE

Central Drug Laboratory says J&J’s baby
shampoo ‘does not contain formaldehyde’

PRESS TRUST OFINDIA
NEW DELHI,JUNE 10

JOHNSON & Johnson’s baby
shampoo does not contain
chemical formaldehyde, re-tests
done by noted Central Drugs
Laboratory in Kolkata has said.
The laboratory conducted
tests on two different lots of the
J&] baby shampoo after the firm
contested a March 5, 2019, find-
ing by the Rajasthan Drugs
Control Organisation (RDCO),
that claimed to have found

Microsoft
unveils Xbox

console for
2020 release

REUTERS
BENGALURU/LOS ANGELES,
JUNE10

MICROSOFT CORP unveiled on
Sunday its next-generation Xbox
console, known as “Project
Scarlett,” which is set to hit store
shelves during the 2020 holiday
season.

The device will be four times
more powerful than the Xbox One
X console and be powered by an
Advanced Micro Devices chip, the
company said during its Xbox E3
conference in Los Angeles.

The console will show up to
120 frames per second, or twice
the average TV, and include a
solid-state drive, Microsoft said,
allowing games to load much
faster than onits older mechanical
hard drives. The latest version of
Microsoft’s popular “Halo”
videogame will be launched along
with the new console. Microsoft
also announced 14 game titles
from Xbox Game Studios, includ-
ing shootervideo game “Gears 5.”

“... this is the result of the appellate laboratory,
following a magistrate court order for re-testing, and
overrules an earlier test result that was erroneous”

JOHNSON & JOHNSON SPOKESPERSON

formaldehyde in the shampoo.
The RDCO on its website
posted results of the tests done
by Central Drugs Laboratory
which stated that “the sample
does not contain formaldehyde”
in case of both the lots. When
contacted a J&] spokesperson
said: “We are pleased with the

conclusion of the Rajasthan FDA,
which confirms that Johnson’s
Baby Shampoo does not contain
formaldehyde”.

The outcome reaffirms the
company’s own testing and the
longstanding assurance it gave
that its baby shampoo does not
contain formaldehyde or any

Trump says United
Tech, Raytheon deal
may hurt competition

MAKINIBRICE &
DOINACHIACU
WASHINGTON, JUNE 10

US PRESIDENT Donald Trump
said on Monday he was a “little
concerned” about the merger of
defense contractor Raytheon Co
and United Technologies Corp but
gave a mixed message as to
whether he believed the $121 bil-
lion deal should go forward.

“I want to see that we don’t
hurtour competition,” Trump said
inaninterview with CNBC. “Ihope
the Raytheon deal, I hope it can
happen. But I don’t want to see
where we have one less person
that can compete for an order.”

The merger, announced
Sunday and likely to close in the
first half of 2020, might upend the
aerospace sector, creating a con-
glomerate spanning commercial
aviation and defense procure-
ment. The Pentagon would be one
of the new firm’s largest clients.

“WhenIhear they're merging,
does that take away more compe-

“l want to see that we
don’t hurt our competition
... |hope the Raytheon
deal, | hope it can happen.
Butldon’t want tosee
where we have one less
person that cancompete
foranorder”

DONALD TRUMP'
US PRSIDENT

tition?” Trump said. “It becomes
one big, fat, beautiful company,
but I have to negotiate, meaning
the United States has to buy
things, and does that make it less
competitive? Because ... it’s al-
ready non-competitive.”

Shares of Raytheon rose 1.4
per cent at mid-afternoon. United
Technologies fell nearly 2 per cent.

United Technologies Chief
Executive Greg Hayes said he saw
very few regulatory hurdles for
the proposed merger. Asked
about Trump’s views on the deal,
he said he would talk to the pres-
identlater on Monday. REUTERS

formaldehyde-releasing ingredi-
ents, J&] said. “Importantly, this
is the result of the appellate lab-
oratory, following a magistrate
court order for re-testing, and
overrules an earlier test result
that was erroneous,” the
spokesperson said.

Nothing is more important
to Johnson & Johnson than the
safety of people who use its prod-
ucts, and the company’s quality
assurance process is rigorous -
meeting or exceeding standards
in every country where its prod-
ucts are sold, the company said.

—— BRIEFLY —

RBInodto
Chhibberas
J&K BankCMD

New Delhi: The Reserve
Bank Monday approved
the appointment of R K
Chhibber as interim CMD
of Jammu and Kashmir
(J&K) Bank following the
removal of Parvez Ahmed
from the post by the state
government. Ahmed was
removed by the state gov-
ernment on alleged
charges of corruption,
nepotism and favouritism.

‘Slowdownin
globaltrade
affectsgrowth’

New Delhi: Slowdown in
global trade and investment
isof serious concernasitad-
versely affects economic
growth, development and
jobcreation,Commerce and
Industry Minister Piyush
Goyal has said. He has called
for de-escalating trade ten-
sions and reviving confi-
dence in the rules-based
multilateral trading system.

New deadline
forstartup
rankings

New Delhi: The Commerce
and Industry Ministry will
now consider measures
taken by states and union
territories  (UTs)  till
September 30 for ranking
them based on initiatives
taken to strengthen their
start-up ecosystems.

Pradhan speaks
toUSEnergy
Secretary

New Delhi: In a telephonic
conversation with US
Secretary of Energy Rick
Perry Monday, Oil Minister
Dharmendra Pradhan dis-
cussed ways to enhance
energy security and impact
of crude price volatility on
consuming nations. PTI

ABFRL to
acquire Jaypore
for110crore

New Delhi: Aditya Birla
Fashion and Retail (ABFRL)
on Monday said it was buy-
ing ethnic brand Jaypore —
which primarily sells on-
line — at an enterprise
value of Rs 110 crore in an
all-cash transaction. ENS

Jobopeningsin
US slip; hiring at
all-time high

Washington: Job openings
in the United States fell
slightly in April, but a surge
in hiring to a record high
suggested strong demand
forlabor before arecent es-
calation in trade tensions
that was partly blamed for
a sharp slowdown in em-
ployment growth last
month. REUTERS

Finance Ministry seeks

consultants for sale of
PSU land, buildings

PRESS TRUSTOFINDIA
NEW DELHI,JUN10

THE FINANCE ministry is scouting
for consultancy firms for assis-
tance in selling land and building
assets of public sector companies
as it works towards achieving the
stiff sell-off target of Rs 90,000
crore for 2019-20.

The  Department  of
Investment and Public Asset
Management (DIPAM) has floated
aRequest for Empanelment(RFE)
toempanel international property
consultancy firms or any other
firms engaged in transaction ad-
visory services, asset monetisa-
tion or project management.

The firms would assist DIPAM
informulating monetisation strat-
egy with respect to land and
building assets, conducting
techno-economic feasibility stud-
ies of each of the assets, providing
end-to-end transaction advisory
services and ensuring completion
of transactions. “A major portion
of the ... (non-core) government
assetsisin form of land and build-

The firms would assist
DIPAM in formulating
monetisation strategy
withrespectto land
and building assets

ings, for monetisation of which
this RFE is being floated,” it said.

The non-core assets could be
categorised broadly into land and
buildings, brownfield operational
assets such as pipelines, roads,
mobile towers, electricity trans-
mission lines. It could also include
financial assets, like equity shares,
debt securities, other hybrid/
structured finance asset units.

“Many of the assets are sub-
optimally utilised and can be ap-
propriately monetised to create
greater financial leverage and
value for the companies and the
government, being the share-
holder. Government intends to
monetise select non-core and
other assets owned by CPSEs/
PSUs...using appropriate model,”
DIPAM said.



