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AT 453.4 BILLION — ALL-TIME HIGH — AS OF WEEK ENDED DECEMBER 6

Forex reserves surge $24.8 billion

since corporate tax cut in September

ENSECONOMICBUREAU
NEW DELHI,DECEMBER 14

RIDING ON the increased flow
of funds by foreign portfolio in-
vestors (FPIs) and rise in foreign
direct investment (FDI), foreign
exchange reserves continued
their surge for the 11th straight
week, rising by $2.3 billion in
the week ended December 6,
2019 to hit an all-time high of
$453.4 billion.

According to the weekly forex
datareleased by the Reserve Bank
of India, while the forex reserves
have grown by $24.8 billion over
the last 11 weeks since the
Finance Minister announced a cut
in the corporate tax rate on
September 20, it has jumped by
$60 billion in the current calen-
dar year.

The continued inflow of funds
by foreign investors despite a
slowdown in economic growth
has fuelled the rise in forex re-
serves. While the FDI in the first
half of the current financial year
amounted to $35 billion (as per
dataprovided by the government
on Friday), the FPIs have pumped

BRIEFLY

‘Renault offers
CEOjobto
Luca De Meo’

Madrid: French carmaker
Renault has offered the
chairman of Volkswagen’s
SEAT brand, Luca de Meo,
the job of chief executive,
Spanish newspaper La
Vanguardia reported on
Saturday, citing anonymous
sources. The report said De
Meo would initially become
CEO of Renault for two years
before taking over respon-
sibility for the group’s al-
liance with Nissan and
Mitsubishi.

US agency
probes Tesla

crash

Washington: The US auto
safety agency said Friday
itwillinvestigate a 12th Tesla
crash thatmaybe tied tothe
vehicle’s advanced Autopilot
driver assistance system
after a Tesla Model 3 rear-
ended a parked police car
in Connecticut on Saturday.
The National Highway
Traffic Safety Administration
special crash investigation
program will investigate
the Dec. 7 crash of a
2018 Tesla Model 3 on
Interstate 95 in Norwalk,
Connecticut, the agency
confirmed. REUTERS

Kant: Reforms
to make India
competitive

Washington: The series of
pathbreaking and ambitious
reforms unleashed by the
Modigovernmentin the last
few years will make India a
very competitive and pro-
ductively-efficient economy
in the long run, NITI Aayog
CEO Amitabh Kant said on
Friday. PTI

Govt'steps
help bring in
FPIs, FDI

DESPITE THE slowdown in economic growth, strong
inflow of FPI and FDI money has pushed forex reserves by
over $41 billion in the current financial year. While FPI
inflow since April 1 has amounted to $10.7 billion, FDI in
H1 stood at $35 billion. The pace of inflow of funds
accelerated since the government announced cutin
corporate tax rates in September.

in a net of $10.7 billion into the
Indian equity and debt markets
in the current financial year till
date. In the current financial year
the forex reserves have jumped
by over $41 billion.

In the reporting week ended
December 6, the rise in reserves
was mainly on account of an in-
crease in foreign currency assets,
a major component of the over-
all reserves, which surged by
$1.891 billion to $421.258 billion.
During the week, the gold re-
servesalsoincreased by $430 mil-

lion to $27.08 billion.

Experts say that the govern-
ment’s decision to reverse its
Budget decision relating to higher
surcharge impact on FPIs along
withacutinthe corporate tax rate
last month has played a signifi-
cantrole in turning the investors
mood and draw them to investin
the Indian economy and markets.

Between September and now,
the FPIs have invested a net of Rs
43,435 crore (over $6 billion)into
Indian equity and debt market. By
contrast, they pulled out a net of

RISING FOREX
RESERVES

Week Forex
ended ($bn)
Sept 20 428.57
Sept 27 433.59
Oct4 437.8
Oct11 439.7
Oct 18 440.75
Oct 25 442.5
Nov1 446.09
Nov 8 4478
Nov 15 448.2
Nov 22 448.5
Nov 29 451.08
Dec6 4534

All figures in USD billion

Source: RBI

Rs 8,874 crore between July and
August 2019 (aggregate of debt
and equity markets).

On the other hand, a stability
inglobal crude oil prices (between
$60 and $65 per barrel) and cur-
rency (between 70-72 to a USD)

have also benefitted as it keeps the
import bill stable. The inflow of
funds has also been affected by US
Federal Reserve’s decision to cut
interest rates in the US.

The rise in forex reserves
alongside a softening of crude oil
pricesalso comesas abreather for
the country’srising external debt
which has risen significantly over
last couple of years from $485 bil-
lioninJune 2017 to $557 billionin
June 2019. Experts say that if ex-
ternal debts are higher than the
forex reserves, it makes the econ-
omy vulnerable to any oil price
shocks. However, as of now there
is some relief on that account as
forex reserves are also climbing
and the crude oil prices continue
to remain stable.

Arise in forex reserves will
help improve the ratio of foreign
exchange to external debt which
has deteriorated from a high of
106 per cent in June 2010 to 76.7
per cent in June 2019. Assuming
that the external debt stands at
$557 billion, then at the current
forex reserves the ratio of forex to
external debt would have im-
proved to 81.3 per cent from 76.7
per centin June.

Approval Bureau sends notice to IRMA
for failing to appoint qualified director

SANDEEP SINGH
NEW DELHI,DECEMBER 14

TWO-AND-A-HALF MONTHS af-
ter a high-level Standing
Complaint Scrutiny Committee of
the All India Council for Technical
Education (AICTE) nullified the
appointment of Hitesh V Bhatt as
Principal/Director of Anand-
based Institute of Rural
Management and referred the
matter to the Approval Bureau for
action, the bureau has issued a
show-cause notice to the institute
as to why action should not be
taken against the institute for fail-
ing to appoint a qualified
Principal/director.

Speaking to The Indian Express,
amember of the Approval Bureau
of AICTE confirmed that the
show-cause notice was issued to
the institute last week. “We have
given them a week’s time to re-
spond to the notice and once we
receive the response, it will be
sent to an expert committee

WHAT HAPPENED
EARLIER?

M In September, a
high-level Standing
Complaint Scrutiny
Commiittee of the All
India Council for
Technical Education
nullified the
appointment of
Hitesh VBhattas
Principal/Director of
Anand-based Institute
of Rural Management

which will decide on the action
and the executive council will
then take action against the insti-
tute,” said the member of the ap-
proval bureau.

Earlier this year, on September
27, a four-member Standing
Complaint Scrutiny Committee
(SCSC)under the chairmanship of
Justice (retd.) N LTibrewal, had in
anorder passed on September 27,

2019, termed Bhatt’s appoint-
ment “ineligible” and referred the
matter to the Approval Bureau of
AICTE to proceed for taking action
as per AICTE norms.

“The present Principal/Director
Sh. Hitesh V Bhatt does not fulfil
the eligibility criteria, as such the
institute does not have qualified
Principal. Hence the matter is re-
ferred to the Approval Bureau to
proceed for taking action as per
AICTE norms,” said the September
27 order passed by the Committee.
While AICTE rules prescribe that
the Principal/Director should have
Ph.D or equivalent in appropriate
discipline, Bhatt, did not have the
same at the time of his appoint-
ment on December 1,2017.

As per AICTE Regulations
2012, if an institute fails to have a
qualified Principal/Director for a
period of more than 18 months,
then it shall have “No admission
status for one academicyear” asa
punitive action by the council.

Incase of IRMA, Hitesh V Bhatt
hasalready occupied the position

of Director for over 24 months
now and thus the institute may
face penalty under AICTE rules.

Responding to queries sent by
The Indian Express, IRMA chair-
man’s office said that AICTE issued
the show-cause notice on the ba-
sis of acomplaint made by an ex-
employee of IRMA that the IRMA
does not have a qualified director.
Itsaid, “IRMA has responded with
full justification that all the appli-
cable normsinrespect toappoint-
ment of the Director as per the
prevailing AICTE Regulations had
been duly followed by IRMA...In
view of such fulfilment of the re-
quirement for qualified Principal/
Director, IRMA has not violated
any regulation. It further said,
“IRMA is governed by IRMA
Society Rules and a duly consti-
tuted Board consisting of eminent
persons. The Board of IRMA is the
competent authority to appoint
the Director of the Institute and
due process was followed by the
Board in selection/appointment
of its Director.”

Road ahead for finance in UK after Johnson'’s re-election

UK Prime Minister Boris Johnson has said that on January 31 Britain will leave the European Union, the
biggest export customer for its financial services sector. This fourth attempt at Brexit, if successful, will start the
clock on a new countdown for bankers during a “business as usual” transition period that ends in December

MORE TRANSITION?
Britain will have to ask the
EU by June if it wants to
extend the transition period
beyond December. Johnson
has said he won’t submit
such arequest

JUNE ASSESSMENTS
Britain has yet to secure

new trading terms with the
bloc to follow transition. The
UK financial sector is likely
to getrestricted access at
best under the EU’s financial
market access system
known as equivalence

WHO WANTS WHAT?
B The European

Commission decides which,
if any, requests are granted.
Simply having aligned rules,
which Britain will have on
Day One of Brexit, does not
mean automatic approval,
EU officials have said

Amid protests, OIL appeals to people in
Assam to let it carry on with operations

KUNALDUTT
GUWAHATI, DECEMBER 14

AMID VIOLENT protests in
Assam over the Citizenship
Amendment Act (CAA), PSU
major Oil India (OIL) issued an
appeal to the people of the state
on Saturday to allow it to carry
out day-to-day operations,
which the firm said has been
“severely impacted”.

The appeal issued in leading
English daily of the state, The
Assam Tribune, cautioned that
the “total disruption of OIL’s op-
erational activities will ad-
versely impact the economy of
the State and the lives of the

common people”.

Besides loss of production of
crude oil and natural gas, the
stoppage of OIL’s operations has
badly hit production of LPG and
supply of crude oil to refineries
and consumers of natural gas
like BVFCL, BCPL, NEEPCO, AGCL
and APL among others, it said.

Assam has been facing a
shortage of fuel supply due to
the ongoing protests, which
have also affected the daily lives
of people in Guwahati and sev-
eral other districts of the state.

On Friday, long queues were
seen at the petrol pumps that
were functioning, while others
remained shut.

“I saw many petrol pumps

that were operating today did
not have enough fuel to sell. I
purchased 1litre for my bike,
while many others had queued
up with bottles to buy fuel,” said
Tutu Alj, a resident of Hatigaon
area here.

The situation may worsen if
the fuel stock is not replenished.
“The ongoing agitation in the
state has severely impacted
day-to-day operations of Qil
India,” the crude oil major said.

“This will have an adverse
impact on the power situation
in the state as well as lead to
shortage of essential items like
LPG, which will impact the
common people the most,” it
added. FE

WHAT HAPPENS IF
NO EQUIVALENCE?

Banks, asset
managers and
insurers based in
Britain have
opened over 300
hubsin the EU to
cope with any form
of Brexit

M Big banks in Britain are
seeking a basic, narrow
form of access, but the
insurance sector is divided
M Asset managers who pick
stocks for funds based in
Luxembourg and Ireland

also need an equivalence-
type determination

M Johnson has said he does
not want to stay aligned to
EU rules, which could
make equivalence harder
to obtain

WHY BOTHER? Some UK
lawmakers question why
Britain should bother with
equivalence given that it
offers limited access and ties
Britain to EU rules. This,
they say, would make it
harder to tweak regulation
in Britain to keep London
competitive as a global
financial centre

Source: Reuters

MARKET WATCH
SHARES, OIL RISE BUT CAUTION LINGERS

New York: Global equity markets and oil prices rose after China
and the United States agreed on an initial trade deal. But,
investors are weary of the bantering rhetoric, said Jack Ablin, chief
investment officer at Cresset Capital Management. REUTERS
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PNB under-reported bad loans
by 12,017 crore in FY19: RBI

ENS ECONOMIC BUREAU
MUMBAI, DECEMBER 14

AFTER STATE Bank of India (SBI),
Central Bank of India, Union
Bank and Indian Bank, public
sector lender Punjab National
Bank (PNB) on Saturday said it
under-reported non-performing
assets (NPAs) by Rs 2,617 crore
for the fiscal year 2018-19, as per
the risk assessment done by the
Reserve Bank of India (RBI).
PNB said it reported gross
NPAs of Rs 78,472.70 crore,
while as per the RBI's assess-
ment the figure was Rs
81,089.70 crore, showing a di-
vergence of Rs 2,617 crore in
FY19. The divergence assessed
by the RBI in net NPAs was also
Rs 2,617 crore for the fiscal, PNB
said in a stock exchange filing.
Last week, SBI said its gross
NPAs should have been higher
by Rs 11,932 crore at Rs 184,682
crore as against Rs 172,750 crore
reported by the bank for 2018-
19. Central Bank of India had un-
der-reported NPAs of Rs 2,565
crore. Indian Bank reported a di-

GROSS NPAs

81,089 cr

B PNB said it reported gross
NPAs of Rs 78,472.70 crore,
while as per the RBI's
assessment the figure was Rs
81,089.70 crore, showinga
divergence of Rs 2,617 crore in
FY19.Taking into account the
divergence assessed by the RBI
in provisioning for bad loans,
PNB said it would have
reported a netloss of Rs
11,335.90 crore for FY19 as
against a net loss of Rs9,975.49
crore it reported earlier

vergence of Rs 820 crore in its
NPAs for 2018-19. Union Bank of
India reported divergence of Rs
998.70 crore.

PNB said the divergence in
provisioning for bad loans in
FY19 was to the tune of Rs 2,091
crore. Taking into account the
divergence assessed by the RBI
in provisioning for bad loans,
PNB said it would have reported

a net loss of Rs 11,335.90 crore
for FY19 as against a net loss of
Rs 9,975.49 crore it reported
earlier.

Similarly, PNB reported net
NPAs of Rs 30,037.66 crore, com-
pared to RBI's assessment of Rs
32,654.66 crore. Provisions for
NPAs made by the bank in FY19
stood at Rs 48151.15 crore but it
needed to provide Rs 50,242.15
crore.

In November this year, mar-
ket regulator Sebi had directed
all listed banks to disclose any
divergence in bad loan provi-
sioning within 24 hours of re-
ceiving RBI's risk assessment re-
port, rather than waiting to
publish the details in their an-
nual financial statements. In a
circular, Sebi noted that disclo-
sures in respect of divergence
and provisioning are in the na-
ture of material events and
hence necessitate immediate
disclosure.

There have been several in-
stances of under-reporting of
bad loans by banks, prompting
regulatory action by the Reserve
Bank of India.

REGULATOR SEES HOLES IN LENDERS’ ARGUMENTS, REJECTS PLEA

Lenders didn’t verify title
of Karvy Stock Broking’s
pledged securities: Sebi

ENSECONOMICBUREAU
MUMBAI,DECEMBER 14

IN Amajor setback tolenders, the
Securities and Exchange Board of
India (Sebi) has said lenders —
ICICI Bank, HDFC Bank, Indusind
Bank and Bajaj Finance — did not
verify the title of securities unau-
thorisedly pledged by Karvy Stock
Broking (KSBL) and they merely
relied on the representation of
KSBL while giving loans to the
broking firm.

Sebi had, in a late evening or-
der on Friday, rejected the plea of
lenders to return the clients’
shares pledged by Karvy. The reg-
ulator also suggested that the
remedy for lenders “lies against
KSBL before civil court of compe-
tent jurisdiction”.

“It cannot be said that repre-
sentors (lenders) acted in good
faith as required under Section
178 of the Indian Contract Act,
1872,” Sebi said. “The issue
whether lenders have exercised
proper due diligence or has com-
plied with applicable laws per-
taining to loans against shares,
can be looked into by the con-
cerned regulator, if sodeemed fit.
KSBL was not authorised to
pledge securities,” it said.

The big question is: why did
lenders give funds to Karvy with-
out checking the status of collat-
eral (title of pledged securities)?

According to Sebi, such pledge
did not pass any title as KSBL was
not the owner of the securities.
“Thus, KSBLdid not pass any title
or interest in these securities to
the representors as KSBL itself
was not having any title to such
securities. The principle that
holder in due course gets good ti-
tle appliesin case of negotiable in-
struments like cheques, bills of
exchange, promissory notes, etc.
where the holder is for consider-
ation and without notice of the
defect in the title of transferor.
The said principle is not applica-
ble in respect of goods/shares i.e.
other than negotiable instru-
ments and reliance placed on the
same for unauthorised pledge is

CBIC NOTIFIES PORTALS, CATEGORIES OF BUSINESSES

GST e-invoice system to be rolled out from April 1 next year

ENS ECONOMIC BUREAU
NEW DELHI, DECEMBER 14

IN A move that will involve data
integration and keep a check on
tax evasion under the Goods
and Services Tax (GST) regime,
the electronic invoice, or e-in-
voice system, of uploading in-
voices on government portal
will be mandatorily rolled out
for all B2B transactions by busi-
nesses with turnover over
Rs 100 crore from April 1 next
year.

Also, for B2C invoicing is-
sued by businesses with annual
turnover over Rs 500 crore, an
electronically scannable quick
response (QR) code will be

mandatory from April 1, the
Central Board of Indirect Taxes
and Customs (CBIC) said in a set
of notifications.

The e-invoice system will be
first rolled out on a voluntary
basis beginning January 1 for
businesses having turnover
over Rs 500 crore, then for busi-
nesses with an annual turnover
over Rs 100 crore from
February 1. The decision to roll
out the e-invoice system comes
six months after the GST
Council gave its approval for the
system in June.

The CBIC has notified details
of portals for uploading of the
electronic invoices and specific
categories of businesses, which
would have to adopt the system

THEFINDINGS

M Sebi has said lenders —
ICICI Bank, HDFC Bank,
Indusind Bank and Bajaj
Finance — did not verify the
title of securities
unauthorisedly pledged by
Karvy Stock Broking (KSBL)
and they merely relied on

wholly misplaced,” Sebi said
while rejecting the plea of
lenders. On November 22, Sebi
barred Karvy from taking new
brokerage clients and also pre-
vented it from using the power of
attorneys given by its clients after
the brokerage was found to have
allegedly misused clients’ securi-
ties and pledged them with
banks to raise funds.

Banks and finance companies
have Rs 1,415-crore exposure to
Karvy Stock Broking through the
loan against securities funding
route. ICICI Bank has the maxi-
mum exposure of Rs 875 crore
which was created only on
October 1,2019.IndusInd Bank has
anexposure of Rs 105 crore, HDFC
BankRs 195 crore, DCBBankRs 55
crore and Axis BankRs 85 crore, ac-
cording to RoC filings.

According to Sebi, the current
investments mentioned in the
balance sheet of KSBL for the
FY2018-19 shows that KSBL was
showing securities valuing
Rs 27.791akh only. Similarly, KSBL
was holding securities worth
Rs 28.01 lakh, as on March 31,
2018 and securities worth Rs
35,143 as on March 31, 2017,
whereas the lenders together
have extended loans, against
shares having value to the extent
of Rs 2,873 crore as on September
16, 2019 which later reduced to
Rs 2,319 crore as on November 19,
2019.

“Inthe absence of correspon-
ding trade instruction, pledging
of securities of such clientsis also
unauthorized and hence, in law
not treated as valid pledge. Reliefs
sought by the representors are
not tenable and the remedy for

The e-invoice system would be first rolled out

on a voluntary basis beginning January 1 for
businesses having turnover over Rs 500 crore,
then for businesses with an annual turnover over
Rs 100 crore from February 1

next year.

Abhishek Jain, tax partner at
EY said, “An official notification
for effectuating e-invoicing for
a specified class of businesses
further fosters the govern-
ment’s intent of mandatorily
implementing this by April
next year. Businesses would
need to on priority execute an
‘as is’ mapping in their current
invoicing system vis-a-vis the

new requirement and com-
mence executing the requisite
changes in IT processes to be
ready for this new change.”

The e-invoice will help
streamline the indirect tax sys-
tem and ensure better compli-
ance by keeping a check on tax
evasion. The system is also pro-
posed to be expanded to lower
thresholds and subsume e-way
bill in the future.

the representation of KSBL
while giving loans to the
broking firm

Bl According to Sebi, such
pledge did not pass any title
as KSBL was not the owner
of the securities

the representors lies against KSBL
before civil court of competent ju-
risdiction,” Sebi said.

Last week, the National
Securities Depository said nearly
90 per cent — 82,559 — of duped
investors got back their securities
and the remaining ones would get
their securities after clearing their
dues, forcing Bajaj Finance to
move the SAT. Private sector banks
joined the Bajaj Finance petition
against transfer of shares to in-
vestors later. SAT told them to
move Sebi again for a suitable or-
der. As most of the shares were
kept as securities for loans given
by banks to Karvy,any “unilateral”
transfer of shares to investors will
have a majorimpacton theirlend-
ing business, banks said.

The NSE which submitted a
report to the Sebi observed that
KSBL has misused power of attor-
ney given by its clients. “KSBLhas
sold client securities in the mar-
ket in disguised manner through
own controlled entities and used
the funds for its own purposes.
KSBLin order to hide its misdeed
has not even reported the DP ac-
count (No. 11458979) in the sub-
missions made by it to the NSE
from January 2019 to August
2019. 1t is only during inspection
by NSE, this account came to the
notice,” Sebi said. KSBL trans-
ferred a net amount Rs 1,096
crore toits group company Karvy
Realty between April 2016 and
October 2019.

On December 2, the NSE and
the BSE suspended Karvy Stock
Broking’s trading licence for all
segments due to “non-compli-
ance of the regulatory provisions
of the bourses”.

Leakage and evasion have
been a big concern in the GST
regime and with slowing GST
revenue collection over the last
few months, with the excep-
tion of November, a renewed
focus is on the usage of data
streamlining and analysis to
catch tax evasion. A total of
9,385 cases of tax fraud involv-
ing amount of Rs 45,682.83
crore has been detected by the
tax authorities under the GST
regime since its roll-out from
July 1, 2017, the government
data placed in Parliament in
July showed. Till October 2019-
20, 999 cases were registered
for GST evasion and Rs 8,134.39
crore has been recovered, the
government data showed.



