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WEAKDEMAND

After production curbs, Maruti to shut

Gurgaon, Manesar operations for 2 days

ENS ECONOMIC BUREAU
NEW DELHI/PUNE, SEPT 4

AFTER RESORTING to production
cuts to align output to weakened
consumer demand, Maruti
Suzuki India on Wednesday said
itwill shut down operations at its
Gurgaon and Manesar plants for
two days - September 7 and 9.
Separately, Tata Motors said it
will continue with its block clo-
sure atits passenger vehicle plant
in Pune in September first week
toclearinventory. Block closureis
different from a plant shutdown.
Here, one or more assembly line
is closed rather than a complete
shutdown of production. Tata
Motors had conducted block clo-
sure atits passenger car and com-
mercial vehicle plant from August
28 to 31. While the block closure

GEORGE MATHEW
MUMBAI, SEPTEMBER 4

AFTER PUBLIC sector banks,
now it's the turn of PSU insur-
ers for bailout. Global rating
agency AM Best, which fo-
cuses on insurance sector, has
downgraded 3 public sector
companies — National
Insurance, United India
Insurance and Oriental
Insurance — reflecting a dete-
rioration in their operating
performance and underwrit-
ing losses.

These companies — two
of them reported an erosion
intheir capital and reserves —
may require around Rs 5,000
crore recapitalisation to meet
the regulatory standards, ex-
perts said. "Having decided to
merge the three insurers, will
it not be in the owner's (the
government) interest to cap-
italise the three and keep
them solvent till the merger
takes place? The capital infu-
sion required may be just
some Rs 5,000 crore whichis
indeed small compared to the
Rs 70,000 crore reportedly
given to PSU banks," said for-
mer IRDA Member KK
Srinivasan.

The downgrade has come
after Budget 2019-20 in July
proposed the enabling provi-
sion for merger of non-life in-
surance firms by seeking to
amend the General Insurance
Business Nationalisation Act.

AM Best downgraded the
financial strength rating of
National Insurance to C
(weak) from C++ (marginal)
and the Long-Term Issuer
Credit Rating to CCC from B.
The company's risk-adjusted
capitalisation, as measured by
Best's Capital Adequacy Ratio
(BCAR), deteriorated toa very
weak level at fiscal year-end
2019 due to a combination of
significant reserve strength-
ening for motor third-party li-
ability business and contin-
ued large underwriting losses
from several other product
lines, AM Best said.

"Capital and surplus de-

SECTOR WATCH
INSURANCE

Ratings of three PSU
insurers downgraded

EXPLAINED

Muted expectation of
rise in sales; inventory
level remains high

MARUTI SUZUKI India has already cut production over the
last 7 months. As sales continued to dip and the company
witnessed a 36 per cent drop YoY in domestic passenger
vehicle sales in August, the move reflects the company’s
dip in future expectation of sales and pressures on account
of existing high levels of inventory.

at the commercial vehicle plant
was lifted from September 1, the
closure at passenger car plant will
continue till the first week of the
current month.

Retail sales continue to move
in the slow lane leaving the deal-
ers saddled with high inventory.

National Insurance,
United India Insurance
and Oriental Insurance
downgraded by AM Best

clined significantly by 51 per
cent to Rs 2800 crore as of
March 31,2019, fromRs 5,700
crore in the same prior-year
period,” it said. Furthermore,
the company's net under-
writing leverage and equity
investment leverage has
surged to a very unhealthy
level at 1,091 per centand 385
per cent, respectively.

In the case of United India,
AM Best has downgraded the
Financial Strength Rating
(FSR) to C++ (Marginal) from
B (Fair) and the Long-Term
Issuer Credit Rating to 'B+'
from 'BB+' for United India
Insurance Company Ltd. The
credit rating reflects the com-
pany's balance sheet strength,
which AM Best categorises as
adequate, marginal operating
performance, neutral busi-
ness profile and marginal en-
terprise risk management.
The rating downgrades reflect
a deterioration in AM Best's
view of United's balance sheet
strength and operating per-
formance fundamentals.

Capital and surplus de-
clined significantly by 29.1
per cent to Rs 6,400 crore as
of March 31, 2019, from Rs
9010 crore in the same prior-
year period. The company re-
peatedly has fallen short of lo-
cal minimum regulatory
solvency requirements in re-
cent years, AM Best said.

The rating firm has down-
graded the FSR to B+ (Good)
from B++ (Good) and the
Long-Term Issuer Credit
Rating to BBB- from BBB+ of
Oriental Insurance Company.
The credit ratings reflect
Oriental's balance sheet
strength, which AM Best cat-
egorises as very strong, mar-
ginal operating performance,
neutral business profile and
marginal enterprise risk
management (ERM).

This has reduced their ability to
take further despatches from the
manufacturers. Insuchascenario
the manufacturers have nooption
but to go for production cuts and
plant shutdowns.

The shutdown of Maruti's
plants comes after the company's

NEW DELHI registered the
biggest decline in Asia

MUMBAI also fell two
places since last year to
rank 119th

VIENNA (Austria) topped
the list for second year

WHILE NEW Delhi has
been given a score of 56.3,
Mumbai has got 56.2.
Vienna has scored 99.1 and
least-ranked Damascus
(Syria) has got 30.7 points

DECLINE IN Mumbai’s
ranking was mainly duetoa
downgrade in culture score,
while Delhi fell because of
downgrades to its culture &
environment score as well
as fall in stability score
owing to rising crime rates

domestic sales (despatches to
dealers) plummeted 36 per cent
year-on-year in August, which
was the tenth consecutive month
of such decline. This was after the
company had cut production by
34 per cent YoY during the month
— its 7th consecutive month of
trimming output.

Usually automakers shut
down their plants twice in a year
for maintenance purposes.
However, most manufacturersin-
cluding Maruti, Tata Motors and
Mahindra & Mahindra had shut
down plantsin the last six months
foranywhere between 2-10days.

To align wholesales with re-
tails, car manufacturers have been
temporarily halting production
and laying off workers. Mahindra
& Mahindra had shut production
across plants for up to 13 days in
the April-June quarter and recently

‘Liveability ranking: Delhi slips 6 notches’

New Delhi has dropped 6 places to 118th on a list of world’s most liveable cities
onrise in petty crimes and poor air quality: Economist Intelligence Unit survey

TOP10 ASIANCITIES BY LIVEABILITY

said it would shut production for
8-14 days in the July-September
quarter. Others including Tata
Motors, Honda Cars India and
Renault-Nissanalliance have shut
down their plants for anywhere
between four and ten daysinMay-
June. Toyota and Hyundai India
had recently decided to halt pro-
duction at plants for two days to
combat slumping sales. As per
Siam estimates, manufacturers
had to lay off 15,000 temporary
workers since April 2019.
Barring October last year,
when sales went up 1.55 per cent,
passenger vehicle offtake has

beenin the negative zonein 13 of

the last 14 months. The industry
has soughtimmediate steps from
the government, including re-
duction in GST rates and initia-
tion of scrappage policy to boost
demand. FE

City Country | Score Rank
| (outof 100)
Melbourne Australia 984 2
Sydney Australia | 981 3
Osaka Japan 97.7 4
Tokyo Japan | 972 7
Adelaide Australia 96.6 10
A SCORE between 50-60 THE 2018 update to the
points, whichisthe casefor = WHO Global Ambient Air
India, indicates constrained  Quality Database shows
liveability conditions that New Delhi has the sixth
highest annual mean
THREE ASIAN CITIES concentration of fine
M Port Moresby in Papua particulate matter among
New Guinea (135th) cities around the world
M Pakistan’s Karachi
(136th) LONDON and
M Bangladesh’s Dhaka New York ranked 48th
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HC stays NCLT proceedings
against IL&FS auditors on ban

EXPRESSNEWS SERVICE
MUMBAI, SEPTEMBER 4

THE BOMBAY High Court on
Wednesday stayed the proceed-
ings against Deloitte Haskins &
Sells and BSR & Associates, former
auditors of IL&FS Financial
Services, before the National
Company Law Tribunal on the is-
sue of banning them for five years.

NCLT had earlier dismissed the
plea by former auditors of IL&FS
arm, challenging the tribunal's ju-
risdiction to decide on the govern-
ment's demand forafive-yearban
on them from practicing audit
work under the Companies Act,
2013. A bench of Justice Ranjit
More and Justice N ] Jamadar also
stayed proceedings against BSR
Associates in the criminal com-
plaint filed before the special court
in Mumbai. The bench has

granted stay for two weeks.

On June 8, the Ministry of
Corporate Affairs (IMCA) had filed
a petition with the NCLT seeking
to ban Deloitte and BSR for five
years under Section 140(5) of the
Companies Act. The petition fol-
lowed a criminal complaint filed
by the Serious Fraud Investigation
Office (SFIO) based on its investi-
gation into financial affairs of
debt-ridden IL&FS Group. In its
plea to the NCLT, the MCA stated
that investigation by the SFIO re-
vealed that "the auditors know-
ingly did not report the true state
of affairs of the company".

Following MCA's petition, le-
gal counsel for Deloitte and BSR
filed pleas challenging tribunal's
jurisdiction toban the auditors un-
der Section 140(5).IL&FS Financial
Services isamong 348 subsidiaries
of IL&FS group, which owes over
Rs 95,000 crore to lenders.

AUSTRALIA’S AMBASSADOR FOR CYBER AFFAIRS TOBIAS FEAKIN

‘5G is background architecture for future, needs to be looked at with national security mindset’

NANDAGOPALRAJAN
NEW DELHI,SEPTEMBER 4

AUSTRALIA’S AMBASSADOR for
Cyber Affairs Tobias Feakin said
since 5G was going to be the
“background architecture” foralot
of future technologies, “it is very
sensible that you look at it with
not only an economic security
mindset, but a national security
mindset” as well. Australia has
banned Chinese tech major
Huawei from being part of the 5G
rollout in the country.
Feakin,whois in New Delhi for

his this round of official conversa-
tions with the Indian government
onshared problems and opportu-
nitiesin the cyber space, however,
did not comment on how India
was tackling the 5G issue. Feakin
leads his country’s international
engagement “to advance and pro-
tect Australia’s national security,
foreign policy, economic and
trade, and development interests
intheinternetand in cyberspace”.

Feakin said the Australian po-
sition on 5G was “vendor agnos-
tic, and country agnostic”. “It is
about setting common sense prin-
ciples around the way in which

Epaper..nelss. com

you absorb areshaping piece of in-
frastructure. And that’s essentially
the way we view 5G, which is not
justanadditional number on your
phone screens which willincrease
the speed of the way in which you
interact with social media, your
friends. It reshapes the way in
which we interact with our digital
environment,” Feakin explained.
He said Australia’sdecision(to
ban Huawei) was based on the
thinking that “could you allow a
highriskvendorinto the backbone
architecture of your 5G network”
especially ifyou feel the “degree of
transparency around particular

vendorisn’t high enough” or “you
can’t understand the architecture
of that company?” There were
other concerns too. “If that com-
pany has to answer to its country
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FM, INFRA SECTOR REPRESENTATIVES MEET

Finance Minister Nirmala Sitharaman and NITI Aayog CEO Amitabh Kant during a meeting
with infrastructure and construction sector representatives in New Delhi. PTI

M This is part of series of
sectoral meeting, which
began last month. The
representatives of the
infrastructure sector
expressed their issues and
concern to the Finance
Minister during the meeting.

M In his Independence Day
speech Prime Minister
Narendra Modi said Centre
will invest a massive Rs 100
lakh crore on developing
infrastructure that will aid in
doubling the size of economy
to $5 trillion in five years.

B Emerging out of the
meeting NHAI Chairman NN
Sinha said, the construction
expenditure is more than last
year. HCC CMD Ajit
Gulabchand said thereis a
need to make the sector more
investor friendly. PTI

RBI makes it mandatory for
banks to link loans to Repo rate

ENS ECONOMICBUREAU
MUMBAI,SEPTEMBER 4

STEPPING UPitsinitiative to speed
up transmission of rate reduction
benefits to customers, the Reserve
Bank of India (RBI) has made it
mandatory for banks to link all
new floating rate personal or re-
tailloans and floating rate loans to
MSMEs (micro, small and
medium enterprises)to an exter-
nal benchmark like Repo rate ef-
fective October 1,2019.

Interest rates on new personal
loans including, housing and auto,
which will be linked to the Repo
rate as per the RBI decision, are
likely to become cheaper from
October 1. It also means interest
rate on such loans can also go up
when the RBI hikes Repo rate.

State Bank of India has already
linked the loans to several cate-
gories to the Repo rate. Several
public sector banks had an-
nounced their plan to link their
loans to Reporate after the RBI cut
the Reporate by 35 basis points to
5.40 per cent on August 7. "The
transmission of policy rate
changes to the lending rate of
banks under the current MCLR
(marginal cost-based lending
rate) framework has not been sat-
isfactory,” the RBI said.

In order to ensure trans-
parency, standardisation, and ease

Existing borrowers
will be eligible for
switchover to external
benchmark without
charges, but may have
to pay administrative
or legal costs

of understanding of loan products
by borrowers, a bank must adopt
a uniform external benchmark
within a loan category, the RBI
said."In other words, the adoption
of multiple benchmarks by the
same bankis not allowed withina
loan category,”" the RBI said ina cir-
cular to the banks. The banks are
free to choose one of the several
benchmarks — Repo rate, 3-
Months Treasury Bill yield, 6-
Months Treasury Bill yield or any
other benchmark market interest
rate published by the Financial
Benchmarks India Private Ltd.
"The banks are also free to
choose their spread over the
benchmark rate, subject to the
condition...," the RBI said.
According to the RBI, the inter-
est rate under external bench-
mark should be reset atleast once
in three months. Existing loans
and credit limits linked to the
MCLR, Base Rate or BPLR should
continue till repayment or re-

newal, as the case may be pro-
vided that floating rate termloans
sanctioned to borrowers who, in
terms of extant guidelines, are el-
igible to prepay a floating rate loan
without pre-payment charges,
the RBI said.

Borrowers will be eligible for
switchover to external benchmark
without any charges/fees, except
reasonable administrative/ legal
costs. The final rate charged to this
category of borrowers, post
switchover to external bench-
mark, should be same as the rate
charged foranewloanof the same
category, type, tenor and amount,
at the time of origination of the
loan, the RBI said. Other existing
borrowers should have the option
tomove to external benchmarkat
mutually acceptable terms. The
switch-over should notbe treated
as a foreclosure of existing facility.

"Interest rates on fixed rate
loans of tenor below 3 years
should not be less than the bench-
mark rate for similar tenor," the
RBI said. Floating rate rupee loans
sanctioned and renewed between
July 1, 2010 and March 31, 2016
should be priced with reference
to the Base Rate. Floating rate ru-
pee loans sanctioned and re-
newed with effect from April 1,
2016 should be priced with refer-
ence to the MCLR which will be
the internal benchmark for such
purposes.

Sebi seeks IndiGo response on fresh Gangwal letter

ENS ECONOMIC BUREAU
NEW DELHI, SEPTEMBER 4

IN THE backdrop of InterGlobe
Aviation Ltd’s co-promoter
Rakesh Gangwal’s counsel writ-
ing a fresh letter to the Securities
and Exchange Board of India
(Sebi), the markets regulator has
sought a response from the com-
pany regarding corporate gover-
nance issues. Gangwal’s letter
was sent to Sebi on August 30,
days after the firm’s annual gen-
eral meeting on August 27,
where the resolutions were
voted in favour of by both the
sparring promoters.

Gangwal and co-promoter
Rahul Bhatia have differences
over certain corporate gover-
nance matters at InterGlobe
Aviation, the parent of the coun-
try’s largest airline IndiGo. In a
filing to the stock exchanges on

of origin and all the legislative
names that come with that, then
that’s a concern for us,” he said,
adding that the feeling that “there’s
the potential intent and capability
todothe various things within that
network once is developed” also
added up to the final decision.

“If you can’t get us assurances
around those particular issues,
then we have every right to say
that, you know, you can’t provide
us with that infrastructure.”

Feakin, who was a member of

the Independent Panel of Experts
that supported the Australian
Cyber Security Review to produce

CORPORATE GOVERNANCE ISSUES

M InterGlobe Aviation Ltd's
co-promoter Rakesh
Gangwal's letter was sent to
Sebi on August 30, days
after the firm's AGM on
August 27, where the
resolutions were voted in
favour of by both the
sparring promoters

Wednesday, InterGlobe Aviation
said Sebi has sought comments
on a letter written by Gangwal
on August 30. “The company will
provide its response to the Sebi,”
the filing said.

On September 3, Sebi sought
comments from the company on
aletterreceived by the regulator
from legal counsel of Gangwal.
According to the filing, the letter
reiterates certain issues that

Australia’s 2016 Cyber Security
Strategy, explained that while
with4G networks you can section
off different parts of the architec-
ture, with 5G “there is no such
thing as a core periphery, you've
got high functioning activity
across the entirety of that net-
work”. “Therefore, you can’t begin
to mitigate different parts of that
network. So for us, it’s a very dif-
ferent security decision than what
would have existed around a 4G
or 3G network in the past.”
Feakin said India was a “large,
respected global player” and
Australia looks at some of the

M Gangwal and co-promoter
Rahul Bhatia have differe-
nces over certain corporate
governance matters at
InterGlobe Aviation

B Firm will provide response,
InterGlobe Aviation saidina
stock exchange filing

Gangwal had previously raised
with Sebi and seeks certain di-
rections from the regulator
against the company and the
IGE Group.

The issues are related to
amendment to the company’s
Articles of Association (AoA) to
remove the rights of the IGE
Group, past related party trans-
actions, non-independence of
the current Chairman, refusal to

“more economically prosperous
areas” forcombined work. “Where
do we have good understanding
of particular startup communities,
we would love tolearn more from
India in terms of some of what’s
goingoninside your cyber ecosys-
tem. You clearly have some pretty
exciting offerings now,” he told
indianexpress.com.

He said policy considerations
around new and emerging tech-
nologies was also an integral part
of the conversations with India.
“5G is the issue we're talking
about now, and but is this tip of
the technology iceberg. There’s

hold the extraordinary general
meeting when requisitioned by
Gangwal and certain public
statements made by the CEOQ, it
said. The company also said at
the annual general meeting held
on August 27, both promoter
groups have voted in favour of all
the resolutions, including those
toamend the AoA to expand the
size of the board to 10 members
and to appoint the Chairman as
an independent director.

“Further, as on date, the
company has in place a revised
Related Party Transaction (RPT)
Policy as approved by the com-
pany’s Audit Committee and
the Board of Directors,” the fil-
ing said.

Sebi is already looking into
alleged corporate governance
lapses at InterGlobe Aviation af-
ter Gangwal, in July, wrote to the
watchdog seeking its interven-
tion to address certain issues.

going to be awhole series of other
technology, policy decisions that
will have to be taken over the
coming years, whether it be
around quantum computing, al-
ready supercomputing, Al, ma-
chine learning... these are issues
that are going to face us all. And
the more we are talking about
them now and understanding
how we are going to approach
those, not just from a domestic
point of view, but from the global
shaping of standards and how
that technology develops, we are
going tobe much better equipped
to the future.”



