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1.10 cr FASTags
issued till date,
says NHAI

THE PAN-INDIA rollout of
electronic toll collection
on national highways
(NHs) has resulted in
issuance of 1.10 crore
FASTags till date, as per
NHAI. The National
Highways Authority of
India (NHAI) started
electronic toll collection
through RFID-based
FASTagsonits 523 toll
plazas across the country
from December 15 for
seamless flow of traffic.

Govt expects $2 trn
from MSMEs by’24

THE GOVERNMENT on
Tuesday said it envisions
MSMEs to contribute $2
trillion to the country’s
target of becoming $5-
trillion economy by 2024.
Under the Prime Minister’s
Employment Generation
Programme, 65,312 new
micro-enterprises have
been set up,the MSME
ministrysaid in itsyear-end
review for 2019.

Rohtang Pass tunnel
toget Vajpayee name

THE GOVERNMENT will
name the strategic tunnel
under Rohtang Pass in
Himachal Pradesh after
former prime minister
Atal Bihari Vajpayee on his
birth anniversary on
Wednesday. The historic
decision to constructa
strategic tunnel below the
Rohtang Pass was taken on
June 3,2000,when
Vajpayee was the PM.

Ex-CEA against
PIT cut, extra
fiscal boost

Following the recent slashing
of corporate tax rates, the
clamour for a cut in the per-
sonal income tax rates has
grown shriller. When asked
about this, finance minister
Nirmala Sitharaman recently
said if the government opts for
reducing income tax, it would
purelybe on the basis of intrin-
sic merit of such a step, rather
than in relation to the corpo-
rate tax cut.

Notingthat thereisagrow-
ing opinion that many
economies might have erred
on the side of fiscal prudence,
Subramanian said it would still
not make a case for India to
loosen its fiscal policy given
the consolidated primary
deficit (fiscal deficit less inter-
est payments) of the general
government here remained
high and interest rates
exceeded GDP growth rate.
Also,hewas sceptical about the
government’s ability to spend
quickly and meaningfully to
bring abouta push toeconomy
of therequired magnitudeand
topicality. Economic growth
slowed toa 4.5% in Q2FY20,
the lowest quarterly growth
since Q4FY13.

He said the current slow-
down is intense but said there
was no longer any “magic bul-
let”forthe short termtofix the
economy, suggesting struc-
tural remedies would probably
dothe trick,with focus on agri-
culture and power-sector
reforms.

Although GST collections
have been trailing the targets
month after month, Subra-
manian thinks the indirect tax
structure is being blamed
harshly.Faltering collection, he
said, is the symptom of the
broader economic slowdown
instead of a typical GST-related
or compliance problem. The
government shouldn’t raise
the GST rates at this juncture
when it’s otherwise aiming at
improving consumption.Once
theeconomygets on toits feet,
maybe after two quarters or so,
the GST system could be
cleansed, he said, referring to
the GST base computed by a
panel headed by him and the
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Cabinet okays
proposal to
promulgate
Ordinance;
Speaker sends IBC
Amendment Bill
to House panel

on finance

FE BUREAU
New Delhi, December 24

THE CABINET ON Tuesday
cleared a proposal to promul-
gate an Ordinance to amend
the Insolvency and Bank-
ruptcy Code (IBC) to “ring-
fence” successful new bidders
of stressed assets from crimi-
nal proceedings against
offences committed by previ-
ous management/promoters.
However, it’s immediately
not clear if the Ordinance
would also contain the pro-
posal tobarasingle homebuyer
frominitiatinginsolvency pro-
ceedings against their real
estate firm. These amend-
mentswere cleared by the Cab-
inet earlier this month and a
Bill to this effect was intro-
duced in the Lok Sabha as well.
However, it was yet to get par-
liamentary clearance, hence
the need for the Ordinance.
Meanwhile, the Lok Sabha
secretariat on Tuesday said
Speaker Om Birla has referred
the IBC Amendment Bill to a
Parliamentary Standing Com-
mittee on finance, chaired by
former minister of state for
finance Jayant Sinha. This
means earlier proposals that
arenot part of the planned IBC
Ordinance will go through an

revenue neutral rate of a little |

over 15%.

The recent sharp corporate
tax cutwasanecessarystep but
its efficacy will depend on
other complementary steps,
the former CEA said.

Given the government’s
propensity to mask actual fis-
cal deficitbyresorting to extra-
budgetary spending, the for-
mer CEA recommended that
the Centre undertake a
detailed and “honest account-
ing” ofitsbalance sheet.Buthe
advised against extending an
additional fiscal stimulus on
top of the already-expanded
balance sheet. However, Subra-
manian argued against firm-
ing upanambitious fiscal con-
solidation glide path that will
ultimately be revised.

As for fiscal transparency,
the government has in recent
years raised its reliance on
extra-budgetary resources to
fund expenditure. Even
excluding a big chunk of such
borrowings for railways capex,
the government’s extra-bud-
getary resources rose from
X2.73lakhcrorein 2016-17to
asmuch as ¥5.27 lakh crore in
2018-19. Although the gov-
ernment has pegged such
mop-upsatI4.44lakhcrorein
the Budget for 2019-20, given
the revenue shortfall, this tar-
get will be missed, analysts
have warned. The Comptroller
and Auditor General of India
said last year that off-budget
capex and revenue expendi-
tures understate fiscal deficit.

Appreciating the efficacy
and usefulness of Insolvency
and Bankruptcy Code regime
in recovering the value of
stressed assets, Subramanian,
however, opined that the IBC
system might not be con-
ducive for power and real
estate sectors, where social
externalities distort markets
and asset values are deter-
mined also by government
policies.

Stating that his postulation
that the GDP growth in India
might have been overstated in
recent years was based on
sound analysis, he cited the
wide incongruity between
assorted high-frequency indi-
cators and the growth figures
(see chart). There was a need to
rebuild confidence in data sys-

tems by revamping them '

RING-FENCING BIDDERS

Ordinance to amend
insolvency law soon

It's unclear if the
Ordinance would contain
the proposal to bar a
single homebuyer from
initiating insolvency
proceedings against
a real estate firm

enhanced scrutiny before
being presented in Parliament
for clearance.

The move to insulate third-
partywinning bidders from the
sins of earlier management will
avoid a repeat of cases like
Bhushan Power & Steel (BPSL).
Recently, the Enforcement
Directorate (ED) had seized a
portion of BPSL’s assets in a
money laundering case against
its former promoters. Though
NCLAT subsequently asked ED
to release the attached proper-
ties,ithadalsoputthe319,700-
crore payoutby]JSW Steel forthe
debt-ridden company on hold
until further orders.

across theboard.Subramanian
believes the slowdown might
turn worse over Q3/Q4 before
it starts moving upwards.

Govt clears
NPR, not same
as NRC

He added, “since the forms
werelonger, it used to takealot
of time. An app for this has
been developed.”

“No proof, paper,document
or bio-metric submission
would be necessary as we have
full faith on the people,” he
said.

When asked whether NPR
will be linked to NRC,
Javadekar said that was never
the government’s intention.
Home minister Amit Shahalso
later reiterated this stance.

The Cabinet also approved
merging of the existing eight
Group A services of the Indian
Railwaysintoa unified Central
service called Indian Railway
Management Service and reor-
ganisation of the nowall-pow-
erful Railway Board into a lin-
ear structure on functional
lines. Railway minister Piyush
Goyal said the move isaimed at
ending the culture of depart-
mentalisation in the national
carrier and expediting deci-
sion-making.

According to the minister,
the organisational revamp of
the national transporterwould
aid faster implementation of
projects and reduce cost over-
runs, which is now a regular
feature.

The Narendra Modi gov-
ernment has ambitious plans
of 50 lakh crore investments
over the next 12 years in the
railway sector to modernise
theinfrastructureand provide
the highest standards of safety,
speed and services to passen-
gers. However, the steadily
declining performance of
Indian Railways was reflected
inits FY18 operating ratio (OR)
of 98.44%, which was the
worst in the last 10 years, as
noted by the Comptroller and
Auditor General (CAG) in a
report tabled in Parliament
earlier this month.

In the new structure for
Railway Board, there will be a
chairperson, four permanent

As for insolvency proceed-
ings against real estate players,
thoughan official statementon
Tuesday remained silent on the
issue,according to the proposal
cleared by the Cabinet earlier
this month, the number of
homebuyers required to file a
caseagainstadeveloperat NCLT
must be at least 100 or they
must account for 10% of the
total number of such creditors,
whicheveris lower.At present,a
homebuyer — just like any
financial oroperational creditor
— can file an insolvency case
against the realty developer if
the default amount involved is
X1 lakh ormore.

The latest plan is aimed at
preventing a few potentially
unscrupulous elementswithin
the homebuyer community
from abusing the spirit of IBC
by unsettling real estate com-
panies at the behest of or in
connivance with rival firms.
However, homebuyers will
continuetobetreated as finan-
cial creditors.

| understand your (agitating Andhra Pradesh
farmers) anguish. Nowhere in the country
did farmers give up over 33,000 acres

for a purpose.

India in midst of significant slowdown,
urgent policy actions needed, says IMF

LALIT KJHA
Washington, December 24

INDIAIS NOW in the midstofa
significant economic slow-
down,the International Mone-
tary Fund (IMF) has said, urging
the government to take urgent
policy actions to address the
current prolonged downturn.
In its report released on
Monday, the IMF directors
noted that India’s rapid eco-
nomic expansion in recent
years haslifted millions of peo-
ple out of poverty. However, in
the first half of 2019, a combi-
nation of factorsled to subdued
economic growth in India.
“The issue in India cur-
rentlyis the growth slowdown.
We still believe it is mostly
cyclical, not structural...
because of the financial sector
issues, we think, the recovery
will be not as quickly quick as
we thought earlier. That’s the
main issue,” Ranil Salgado,
mission chief for India in the
IMF Asia and Pacific depart-
ment told PTI in an interview,

|

as it released its annual staff
report on India.

With risks to the outlook
tilted tothe downside,the IMF
directors called for continued
sound macroeconomic man-
agement. They saw an oppor-
tunity with the strong man-
date of the new government to
reinvigorate the reform
agenda to boost inclusive and
sustainable growth, the report
said.The staff report was done
in August when the IMF was
not fully aware of India’s cur-

rent economic slowdown.

“Indiaisnowin the midst of
a significant economic slow-
down,” Salgado told reporters
over phone.

Growth in the second
quarter of FY19/20 came in at
a six-year low of 4.5% (y-o-y),
and the composition of growth
indicates  that  private
domestic demand expanded
byonly 1% in the quarter. Most
high-frequency indicators
suggest that weak economic
activity has continued into

December, he said.

Salgado attributed this to
the abrupt reduction in non-
bank financial companies’
(NBFC) credit expansion and
the associated broadbased
tightening of credit conditions
appears to be an important
factor and weak income
growth, especially rural,
hasbeen affecting private con-
sumption.

Private investment has
been hindered by the financial
sector difficulties (including in
the public sector banks) and
insufficient business confi-
dence, he said. Some imple-
mentation issues with impor-
tant and  appropriate
structural reforms, such as the
nation-wide goods and ser-
vices tax (GST), may also have
played arole,he added.

Responding to a question,
Salgado said the new growth
projections for India, which
will come out in January,would
be significantlylower than the
previous ones.

—PTI

'India needs to recommit to debt reduction,
focus on having greater fiscal transparency’

PRESS TRUST OF INDIA
New Delhi, December 24

INDIASHOULD “RECOMMIT"
to cut debt by bringing down
its public sector borrowing
requirements and enhance
focusonhavinga greaterfiscal
transparency to help investors
make informed economic
decisions, according to multi-
lateral agency IMF.

Despite some improve-
ment in reported fiscal deficits,
debtasashare of GDPremains
little changed over the past
decade partly due to increases

From the Front Page

members and some indepen-
dentdirectors.The chairperson
will be the cadre controlling
authority.

According to Tuesday’s
Cabinet decision, the NPR
would be updated along with
the house-listing phase of Cen-
sus 2021 during April to Sep-
tember 2020 in all the
states/Union Territories except
Assam,where the NRC process
is under way. In the second
phase, the enumeration of
population will be done from
February 9 to February 28,
2021 with reference moment
as 00:00 hours of March 1,
2021.Forsnow-bound areasin
Jammu and Kashmir,
Himachal Pradesh and
Uttarakhand, the reference
datewill be October 1,2020.

The NPR is a list of “usual
residents” of the country. A
“usual resident” is defined for
the purposes of NPR as a per-
son who has resided in a local
area for the past six months or
more or a person who intends
to reside in that area for the
next six months or more. The
datafor NPRwas first collected
in 2010 along with the house-
listing phase of Census of India
2011; the datawas updated in
2015 by conducting door-to-
doorsurvey.The digitisation of
the updated information has
been completed.

The census provides
detailed and authentic infor-
mation on demography, eco-
nomic activity, literacy and
education, housing and
household amenities, urban-
isation, fertility and mortal-
ity, Scheduled Castes and
Scheduled Tribes, language,
religion, migration, disability,
besides others.The enumera-
tors also collect data related
to cultivators and agricul-
tural labourers, their sex,
occupational classification of
workers in non-households
industry, trade,business, pro-
fession or service by class of
worker and sex. There will be
detailed survey on genderand
literacy rate, number of
towns, slum households and
their population.

The CAA provides non-
Muslim minorities from
Afghanistan, Bangladesh and
Pakistan who moved here
before 2015 a pathway to
Indian citizenship. It is being

opposed for its alleged dis-
criminatory character and
beingallegedlyviolative of the
spirit of the Constitution of
India thatvows secularism and
non-discrimination in the
name of caste, creed and reli-
gionand gender.

—With agency inputs

Carnation
Auto: CBI
books Khattar
for PNB

loan fraud

The CBI hasalleged that Khat-
tar and his company dishon-
estly and fraudulently sold
the goods hypothecated to the
bank without its permission
and diverted the funds
thereby causing criminal
breach of trust and cheating
that caused wrongful loss to
the bank and gain to Khattar
and his company.

The bank had conducted a
forensic audit which showed
that fixed assets to the tune of
X66.92 crore were sold for a
consideration amount of
X4.55 crore without its
approval, they said.

It is also alleged that sale
proceeds were not deposited
with the bank and Khattar
had dishonestly and fraudu-
lently extended loans and
advances to its sister con-
cern/subsidiaries also.

“Thereby it has committed
mis-appropriation of bank
funds and has put them for
own use,” the FIR said.

The bank  officials
allegedly did not do manda-
tory monthly verification of
stock and cross check the
debtors/creditors, the FIR said
adding role of bank officials
will be under scanner.

The bank had mentioned
five accused persons in its
complaint including three
guarantor companies — Khat-
tar Auto India Pvt Ltd, Carna-
tion Realty Pvt Ltd and Carna-
tion Insurance Broking
Company Pvt Ltd — but their
direct role did not surface
during the verification exer-
cise. “However, their role in
detail will be ascertained dur-
ing investigation,” the agency

. .
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Despite some
improvement in reported
fiscal deficits, debt as a
share of GDP remains
little changed over the
past decade, the IMF said

in off-budget financing, the
International Monetary Fund
further said.

“More fiscal transparency
would mean better economic
policy in India... Getting the
word out on India’s true fiscal

said.

Bharti Infra,
Indus Towers
merger date
extended to
February 24

“Further to our letter dated
October 24,2019, we wish to
inform you that the requisite
government approvals have
not been received till date,and
consequently,  conditions
precedent could not be
completed  within  the
extended timeline ie Decem-
ber 24, 2019,” the company
pointed out.

In October this year, Bharti
Infratel had extended the
deadline for merger by two
months to December 24 in
the absence of regulatory
approvals.

Ason September 30,2019,
Bharti Infratel and Vodafone
India hold 429% stake each in
Indus. Vodafone Idea holds
11.15% stake in the mobile
tower firm.

The merger of Indus Towers
and Bharti Infratel announced
inApril last yearaimed at creat-
ing the largest mobile tower
operator in the world outside
Chinawith over 163,000 towers
across 22 telecom service areas.

As per the plans, the com-
bined company, which would
fully own the respective busi-
nesses of Bharti Infratel and
Indus Towers, would take the
name Indus Towers and will
continue to be listed on stock
exchanges.

The company had also said
the move would provide exit
opportunity to shareholder
operators of Indus. The timely
completion of the tower deal
was critical for the companies,
particularly since it would
allow Bharti and Vodafone
Idea in offloading stake and
raising funds.

Loan stress
rises in
H1FY20: RBI

The observationswere made in
the RBI’s report on trend
and progress of banking for

stance could yield significant
benefits for policymakers and
the Indian economy,” the
Washington-based institution
said inareport.

It pointed out that as part of
the Group of 20, India has
already committed to publish-
ing general government fiscal
information on a quarterly
basis,which should enable bet-
ter monitoring and faster pol-
icy reactions.

“As a complement, India
will have toimprove the collec-
tionand disclosure of informa-
tion on public enterprises,

2018-109.

After rising for seven years
in a row, the gross non-per-
forming asset (GNPA) ratio of
banksdeclined in the financial
year 2018-19.

This skew can only be fixed
by reviving lending to indus-
try. The central bank has
flagged off this trend and said
“the need of the houris tokick-
start industrial credit and use
the impetus there from to
regenerate a virtuous cycle of
capex, investment and
growth”.The banking regulator
also said that it was necessary
to keep in focus household
leverage and indebtedness in
the context of overall financial
stability.

Mukesh
Ambani added
S17 billion

to his fortune
this year

The newer businesses are likely
to contribute 50% of
Reliance’s earnings in a few
years, from about 32% now,
Ambani said in August. A rep-
resentative for Reliance didn’t
reply to an email seeking com-
ment on Ambani’s wealth.

Zero net debt

While the success of the
phone operatorwasa cause for
cheer, the business mogul’s
plans to pare Reliance’s debt
has sent Reliance’s stock soar-
ing toarecord.

Ambani, 62, has vowed to
slash the group’s net debt to
zero by early 2021. Plans
include a stake sale in
Reliance’s oil-to-chemicals
business to Saudi Arabian Oil
Co, listings of the telecommu-
nications and retail units
within five years, sale of tower
assets and strategic partners
fora digital platform linked to
Reliance Jio Infocomm, the
phone company.

The value of Reliance’s
shares have almost tripled
since the end of 2016,when Jio
entered the Indian market
with free calls and cheap data
and forced some heavily
indebted incumbents to exit or
merge with rivals. With more

especiallyat statelevel,in order
to better anticipate possible
cases of financial distress and
minimise their costs for tax-
payers,” the IMF said. It noted
that much of the discussion
regarding fiscal policies in
India focuses onits centraland
states’government deficits.

A broader and more rele-
vant measure of the govern-
ment’s fiscal position — and its
bearing on the economy — is
the public sectors borrowing
requirement,which hasrisento
about 8.5% of GDP, according
to IMF estimates.

than 350 million wusers,
unlisted Jio reported a net
income 0f ¥9.96 billion for the
September quarter while the
other two private sector oper-
ators amassed record losses.

Still, investors have been
wary of the ballooning debt at
the group that spent about
§76 billion in the last five
years. Reliance Industries had
a net debt of ¥1.54 trillion at
the end of March 31, Ambani
told shareholders in August.

Aiding Reliance’s efforts to
cut debt would be:

Aramco: Proposed sale of
20% of Reliance’s oil-to-
chemicals business in a trans-
action that would value the
enterprise at $§75 billion
(including debt).

The deal, expected to com-
plete by March, is subject to
duediligence,definitive agree-
ments and  regulatory
approvals.

Holding firm: In late Octo-
ber,Reliance unveiled a sweep-
ing planto createa $24-billion
digital-services holding firm,
with an aim to make Jio almost
debt free by March

“Given the reach and scale
of our digital ecosystem, we
have received strong interest
from potential strategic part-
ners,” Ambani said.

Brookfield: In July,Reliance
announced sellinga stakeinan
investment trust that will
manage its mobile-phone
tower business to Canada-
based Brookfield Asset Man-
agement for3252.2 billion.

The proposed transaction
with Aramco has run into a
hurdle, threatening Ambani’s
debt paring plans. A court has
sought details of Reliance’s
assets after the government
petitioned to stop the pro-
posed saleinan unrelated arbi-
tration lawsuit.

Ambani, however, has a
proven record in keeping his
promises that investors are
relying on.

“Ambani created valueinJio,
which hedeleveraged byhiving
off his infrastructure assets to
Brookfield,” said Sandeep
Gupta, managing director, Pro-
tiviti India. “He can further
deleverage the companyfroma
debt point of view by bringing
in strategicinvestors,which will
raise thevalue further”

—BLOOMBERG
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