[

NI

Planning

wm qTER

1mission

GUYERRNMENT Q1 INI1A

Thursday 5™ June 2014
Communication & Information Div.

WS AND VIEW §

Phone # 2525

Polity ** NDA thumbs down to national
| intel grid chief...
Economy ¢ Services PMI in growth zone after
10 months...
Planning % Finmin mulls agency to take over
| NPAs, revive sick units...
Editorial ¢ The stock supply problem...

“Always have a plan, and believe in it. Nothing happens by

accident.”

Chuck Knox
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Polity

> NDA thumbs down to national intel grid chief: Signalling impending

change in the higher echelons of the intelligence establishment, the NDA
Government has decided not to renew the contract of Raghu Raman, CEO,
National Intelligence Grid (NATGRID). One of the UPA’s biggest showpiece
internal security projects to build a database that could be accessed by multiple
agencies, the project has been crawling. While formal orders have not been
issued yet, Home Ministry officials have confirmed to The Indian Express that
the NATGRID head office in New Delhi has been informed about the CEO’s
contract not being renewed, a day after it was to end on May 31. While Raman
himself did not respond to calls or text messages, it is understood he had agreed
to accept a two-year extension when the UPA sounded him out in April. The
orders, however, did not arrive. And just three days ago the NATGRID office
was informed orally that such an extension had been denied. The NATGRID was
conceived by the UPA Government in 2008 after the 26/11 terror attacks in
Mumbeai as an intelligence database which would have networked 21 sets of data
sources to provide quick and secure access of information to about 10
intelligence and law enforcement agencies. These data sources include records
related to immigration entry and exit, banking and financial transactions and
telecommunications. The agencies include the Intelligence Bureau, local police
and revenue and Customs departments. (The Indian Express).

Economy

» Services PMI in growth zone after 10 months: The services sector

returned to growth in May on increased orders, after contracting for 10 months,
according to the HSBC Purchasing Managers’ Index (PMI). The index rose to 50.2
points in May from 485 in April. Any reading above 50 points indicates an
expansion and any below indicates a contraction. The growth is fragile but
“fortunately, this momentum will be further supported by the strong election
results”, said Frederic Neumann, co-head of Asian Economic Research at HSBC.
That said, the increase in activity was weak in the context of historical data,
noted Markit Economics, the financial information agency which compiles the
PMI data. The survey covers about 350 companies, all non-government.
Divergent trends were seen at the sub-sector level, with only post &
telecommunication and renting & business activities registering higher output, it
said. The compaosite output index, comprising both manufacturing and services,
rose to 50.7 points in May from 49.5 in the previous month. It shows expansion
for the first time in three months. Supporting the rise in services activity was a
rebound in new orders. The rate of expansion in incoming new waork was,
however, slight overall. Order book volumes placed with manufacturers also
rose, leading to higher new business across the private sector as a whole, said
Markit. Service providers were optimistic in May that activity would increase
over the next 12 months. (Business Standard)




Planning

» Finmin mulls agency to take over NPAs, revive sick units: The finance
ministry is considering a proposal to set up a National Asset Management
Company that may act as a nodal agency to take over bad loans of banks and help
revive sick units. There is a proposal to form such an entity, for which public
sector banks can jointly put in capital, sources said. "We have asked banks to
prepare some modalities for setting up of this company, which could look at the
stressed asset issue holistically, including taking over non-performing assets
(NPAs) and revival of sick units," sources said, adding the proposal was part of a
presentation made to the finance minister by the Financial Services Department.
As per the proposal, it can act as an aggregator of NPAs and clear such assets
quickly. Presently, there are 14 asset reconstruction companies — of which four
are very active — which can take over part of a stressed account. Once set up, the
proposed National Asset Management Company can pick up large stressed assets
entirely from a consortium instead of the normal practice of a partial takeover.
Stressed assets have been on the rise due to the economic slowdown and the delay
in infrastructure projects. The gross NPAs of banks increased to 4.4% of advances
at the end of December from 3.84% at the end of March 2013. Bad loans of PSU
banks rose 28.5% to R1.83 lakh crore in March 2013 over the preceding September.
(The Financial Express)

Editorial

(Business Line).

The stock supply problem: The Indian stock market faces a peculiar challenge
today — too much money chasing too few stocks. The prolonged bull run since
September 2013, largely a result of foreign institutional investors pumping in almost
$17 billion, has seen prices of good quality stocks — whether in the large, medium
or small cap segments — shoot up to extraordinarily high levels. So much so, there
are very few such stocks that are now available at reasonable values. Worse, the bull
run may not be over with retail investors — who did not participate enthusiastically
in the rally — suddenly showing an interest in the primary and secondary markets.
Recently, the retail portion of an IPO by an amusement park operator was
oversubscribed seven times — unthinkable a few months ago. Similarly, there has
been a strong response by domestic institutions to qualified institutional placement
offers by Yes Bank and Muthoot Finance, suggesting a late surge of interest from
this quarter as well. The race for investment-worthy stocks is going to get only more
intense as the rally progresses, with more and more investors waiting on the
sidelines to join in. But our markets have a limited capacity to absorb this kind of
demand. Around two-thirds of the listed stocks now have little or no liquidity,
making exiting difficult in the event of price declines. No wonder that much of the
trading happens in the top 100 stocks, which account for more than three-fourths of
the market volume. Of course, this can change with a revival in the primary market,
as companies recognise the fund-raising potential trom tloating fresh issues.
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NPA norms stressed, \
RBI may revamp soon

I New rules Workmg, but banks need more time to fix bad loans

V'shwanath Nair

J Mumbai, June4

\

] HE Reserve Bank of

; I India (RBI) may soon

; change the guide-

g linesfordealingwith Special

' Mention Accounts (SMA),

~ making it mandatory for
banksto set upjointlenders’

+forums (JLFs) as soon as a
‘borrower delays payments
beyond 30 days. Bankers in
the know said they were ex-
pecting revised rules soon,
addingtheideawasaimedat
giving banks more time to
comeup withactionplansto
deal with stressed accounts.

Once interest payments
are delayed beyond 90 days,
theaccountturnsintoanon-
performing asset (NPA).
The central banks wants
lenders to spot trouble early
on so as to be able to contain
NPAs. Forming a JLF earli-
er might prompt borrowers

. tobecome moredisciplined,
bankersbelieve.

Lenders, however, feelthe
time given is too short to to
do justice to the case and
come up with a suitable cor-
rective action plan (CAP).
“As of now, we form a JLF if

_repayments are delayed for
..60days or more. As such, we

- EARLY WARNING SYSTEM

SMAl**

- ﬁLF.-tEig_geredf'* *.

" ote 3odays

311060 days

Over 60 days.

JLF tnggered*** '

0 to 30 days

0ver 30 days

*Special:-Mention Accounts, interest overdue 0-30 days

**Interest-overdue 31-60 days

*** Jojnt lenders’ forum to take action
...as bad/doubtful loans pile up

% of total loans, for all.banks
12

9
3.2 .
Gross NPA
.. Mar’11 Ma‘r-’12 . Mar’l3 - Mar’l4
haveonly30moredayswith- for us to function,” a public

in which to form the JLE,
takea decision on what iste
be done. Also, corrective ac-

- tioncannotbetaken beforea

viability studyisconducted.
This is too short a timeline

sectorbanker told FE.
Since April this year,
when the new guidelines
came into force, close to 40
cases, each with loan expo-
sure of 100 crore and

ahove, have been discussed.
“A few have slipped into the
NPA categoryand will prob-
ably have to be restruc-
tured,” abanker withalead-
ingPSUbank said.
Aspartof theregulator's
guidelines to manage
stressed assets, banks are
requireddeviseaCAP with-
in 30 days of the first JLF
meeting and decide on
whether they want to re-
structure the account or
movetorecover their loans.
A restructuring would
require a techno-economic
viability (TEV)report to be
given to the corporate debt
restructuring (CDR) cell.
“If you are rushingtodoa
TEVreport, thequality will
be poor,” another senior
bankeratalargepublicsec-
tor bank pointed out. He al-
so highlighted the fact that
not all banks have board
meetings often enough to
beabletodiscuss the cases.
Sources told FE the Indi-
an Banks' Association had
already sounded out the
RBI requesting the regula-
tor to review the timelines.

" Typically, borrowers tend

on the 89th day to

to pay
jdthe NPA tag.
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Finmin mulls agency to take'
‘over NPAs, revive sick units

] Company may plck up stressed asj ets entlrely froma consortlum

New Delhl,June4

4 HE ﬁnance rhinistry
is considering a pro-

posal to set up a Na-

tional Asset Management
Company that may act as a
nodalagencytotakeoverbad
loans of banks and help re-
vivesick units.

Thereisaproposaltoform
such anentity, for which pub-
lic sector banks can jointly
putincapital, sourcessaid.

"We have asked banks to
prepare some mniodalities
for setting upof this compa-
ny, which could look at the
stressed asset issue holisti-
cally, including taking over
non-performing assetis
(NPAs) and revival of sick
units,” sources said, adding
the proposal was part of a
presentation made to the fi-
nance minister-by the Fi-
nancial Services’ Depart—
ment

i

- FISCAL ‘_FITNE'_SS

§ MSourcessaythereisa

§ for which PSBs can jointly
"putin.capital

t company can actasan NPA

proposal to forman entity

# As perthe proposal,the

aggregator and clear such
assets quickly. Presently,
there are 14 ARCs that
can take over partofa
stressed account

m There is also a proposal to
finance the acquisition of

bad assets

> Aspertheproposal, itcan

actasan aggregator of NPAs

andclearsuchassetsquickly.

Presently; there are 14 as-
set reconstruction compa-
nies—of whichfourarevery
active—which can take over
partof astressedaccount.

Once set up, the proposed
National AssetManagement
Company can pick up large

stressed assets entirely from
a consortium instead of the
normal practice of a partial
takeover. )

Stressed assetshavebeen
on the rise due to the eco-
nomic slowdown and the
delay in infrastructure
projects.

The gross NPAs of banks
increased to 4.4% of ad-

\
vances at the end of Decem-
ber from 3.84% at the end of |
March2013. .

Bad loans of PSU banks

" rose 28.5% to ¥1.83 lakh

croreinMarch2013overthe |
préceding September. The

“top 30 NPAs of state-owned

banks account for 40.2% of
their gross badloans.
Thefinance ministry has
asked publicsector banksto
act tough in case of wilful

- defaulters and has suggest-

ed that they go in for a

‘change of managem’ent of

defaulting companies.

Thereisalsoaproposalto
finance. the acquisition of
bad assets. In such cases,
bankfinance would be made
available to a financially
strong buyer to acquire
stressed assets or a sick
company.

This facility is presently
not available and the RBI is
looking into the matter. PTI/
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Govt mustimprove supply, storage of
crops to counter El Nino: Assocham

‘New Delhi, June 4: Industry
‘body Assochamhasasked the
guvernmenttotakemeasures
' to improve supply and stor-
agefacilitiesforthe country's

crop produce, in view of the.

!likelihood of deficit rainfall
i duetothe El1Ninoeffect.
' "We recommend the gov-
| ernment to immediately an-
' nounce steps to control food
iinﬂat,ion in view of the im-
1 pending El Nino and the cas-
cading negative affect it will
have on crop production,” As-

socham president Rana
Kapoorsaid.
"The government needs to

make some key announce-
ments on supply side man-
agement, logistic manage-
ment, . including
warehousing, and imple-
\(nent changes in the Agricul-

‘ture Produce. Market Com-

mittee Actto curbhoarding;”
headded.

Afterfouryearsof normal
and above-normal monsoon,
India is expected to have be-
low normal monsoon this
yearwithrainfallprojected to
be95%,anews whichisdisap-

pomtmgforthefarmmgcom-
munity.

About 60% of net sown
area of the country is rain-
fed. Thedeficitrainfall of 5%
due to El Nino factor will
causelosstothe GDPof about
1.75%, i.e. ¥1.80 lakh crore,
which in turn will hurtlakhs

e

AFTER FOURYEARS
OF NORMAL AND
ABOVE-NORMAL
MONSOON, INDIATS
EXPECTED TO HAVE
BELOW-NORMAL
MONSOON WITH
RAINFALL
PROJECTED TO BE
95% THISYEAR

of unskilled jobs, accordlng
to Assocham. [

With every 1% deficit in
rains, the country's GDP falls
by 0.35%, itadded.

Officials in the weatherde-
partment earlier said. the
monsoon is éxpected to be be-
low normal because of El-Ni-
no effect, which is generally
associated with the warming
of ocean water. -

The outlook for'agricul-
ture is clouded by the meteo-
rological department's fore-
casts of adelay inthe onsetof
thesouth-west monsoon with
a 60% chance of the occur-
rence of El Nino," RBI gover-
nor Raghuram G Rajan said
ina second bi-monthly mone-
tary policy statement on
Tuesday.

PTI
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/ﬂlé Road Map Modi Sarkar will shun-quick fixes in initial years & instead focus
on a planfor fiscal consolidation. Later, it would pursue aggressive growth

DEEPSHIKHA SIKARWAR
VINAY PANDEY; i

bROJECTs TO
BE REVIEWED

Lo PI0ELS

plan to fix the strugghn
it has inherited -with’twi
tive years 6f growth belo
no fiscal or monetary
‘ulate economicexp
Thebroad programm
lined in the upcoming Pre
address to the joint session of Par-
liament and followed by detailed
steps in the budget that’s expected
in thefirstweek of July.
“Economy is facing acute chal-

Presidential
address will
speil out the
broad agenda

2-PRONGED
STRATEGY

lenges of -high inflation and poor
government finances... Focus
clearlyneeds tobeonconsohdatlon
for thenext two years and thentake

it forward... All efforts would be'

saida top govermnent functlonary
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Retroi-TAct
Amendment
Likelytogo

The govgrn-

; Z " modify: hie con- ’

trover5|a| retr‘ospectnve 1
amendments tothe i-T Act -
and makethem prospec-
‘tive, Justlfylngthe move
" asa necessary measureto j
improve mvestment sen:

PM to be
tlment report Deepshlk- !

actively
involved
in budget

Budget
will list
concrete
ste

Afterthébétter.
-core ;ecto nd .

ment “with~ coriérete ‘measures;”

GDV‘I Pyepalfedfor T OIIUII Stéps»»> 18
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Govt to Review Z6.5-Lakh Cr
Projects Cleared by UPA

M|n|str|es directed to seek details from project promoters on actual actwnty onground

'VIKAS DHOOT

IN EW DELHI ‘

'The Narendra Modi government has de- .
icided toreview the progressof all projects
.worth'Z6.51akh crore cleared by the outgo-
ling UPA government’s Cabinet Commit-
ltee on Investments (CCI), which wasset up
‘to revive the investment cycle and shore
up the economy by resolvingred-tape hur-
dlesfacingbig-ticket projects.

The Namomantraforspurringtheecon-

‘'omy back to higher growth — part of the
key message he conveyed to his council of
ministers on Monday night — is to go be-
yond facilitating clearances for such in-
vestments and focus on making them op-
erationalon theground.
" With CCI having cleared projects worth
6.5 lakh. crore since January 2013, the
government has now written to all those
project promoters to ascertain if they
have started production yet and if not,
‘why. Such monitoring is expected to be
the norm for all other projects that the
government manages to rescue from red
tape in the coming months.

“Just granting approvals such as envi-
ronment and forest clearances or fuel
supply agreements for power projects

won’t be enough to revive the economy. It

isequally important to ascertain if these
projects actually started production and
if not, what else is holding them up,” said
asenior government offi¢ial aware of the
developmetil.

Inordertoascertain thesituation, minis-
tries have been asked to seek details from
projept proponents on the actual activity

Economy Boost

tions have started.
¥ Commerce Minis-
-try participa-

i L ted...Ontheadvice
of PMO held a consultative meet--
ing with Dr CRangarajan to boost
the economy”

Commerce Minister Nirmala Sith-
aramansaid in her tweet

on the ground after they secured theclear-
ances they had sought help with, and re-
port the status to the Cabinet secretariat.

The development assumes significance
as the Indian economy recorded a growth
of just4.7% in 2013-14 and is trapped ina
vicious cycle where investments have
come to a grinding halt, hurting job cre-
ation and savings rates are plummeting
due to high inflation.

“Clearances have to translate into more
productionof goods andservices, genera-
tionof power, etal, to show a tangible im-

provement in economic output. In many

power projects for which fuel supply
agreements were ensured after CCI’s in-
tervention, generation of power hasn’t
started yet as power purchase agree-
ments with state electricity boards
haven’t been signed,” said the official.
Former finance minister P Chidamba-

ramhadproposedthe creation of CCland
a special project monitoring group

(PMG) in the Cabinet Secretariat back in

July 2012, but the CCI was only set up in
January 2013 and the PMG was created in
June 2013 to resolve problems facing all
investments of 1,000 crore or more.

The Manmohan Singh PMO had decided
in September 2013 that the department of
financial services in the finance ministry
should keep track of project expenditure
and investments in such stalled projects
that were rescued by the CCI and PMG.
The Modi government has taken the view
that the same group in the Cabinet secre-
tariat that facilitated the clearances
should monitortheirpost-clearanceactiv-
ities and such monitoring shouldn’tbe re-
stricted to checking investment and bank
credit flows to these projects as the fi-
nance ministry was doing.

A CCI intervention helped Posco’s $12-
billion mega-steel plant in Odisha, touted
as India’s largest FDI proposal, secure a
critical environment approval ahead of
South Korean President Park Geun-hye’s
visitthisJanuary.

‘However, the company was forced to
knock on the Cabinet panel’s door again
by April, informing the Centre it is put-
ting all construction work on hold due to
its failure to grant mining clearances de-
spite assurances from former Prime Min-e

‘ister Manmohan Singh during the South

Korean president’s visit.

While some projects like the 12,000
crore Aerocity around the Capital’s air-
porthave become visibly operational, the
status of other projects isnotyetknown. _
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‘BankMergers:
Finmin Looking at
Various Options

~ Plausible Scenarios

|
..

TOTAL ASSEY BASE o

PNB, Indian Bank, Dena Bank

Bank of Baroda, Syndicate
Bank, I10B, UB

Canara, Central Bank of
India, OBC

Bank of India, Allahabad
Bank, Corporation Bank,
Bank of Maharashtra,
Punjab and Sind Bank

Union Bank of India, Andhra
Bank, Vijaya Bank, UCO, IDBI

Merger on basis of business mix, branches and no conflicting subsidiaries

DHEERAJ TIWARI

NEW DELHI

Thefinance ministry isexamining var-
ious suggestions made by investment
bankers to merge the country’s biggest
state-run banks to create much stron-
ger financial institutions.

One proposal suggests PunjabNation-
al Bank, Indian Bank and Dena Bank be
merged to create a bank with an asset
base of more than 91akh crore. Anoth-
er possible combination is Bank of In-

.dia, Allahabad Bank, Corporation

Bank, Bank of Maharashtra and Pun-
jab &Sind Bank.

The finance ministry is examining
proposals that include consolidation
based on geography, businessmix and
information technology systems.
Both private and public sector invest-
ment banking firms have made pro-
posals, a senior finance ministry offi-

‘cialtold ET.

Separately, ET has learnt that at least
three investment banks made suggesti-

" ons while pitching for mandates.

“We are examining those inputs. The
basic framework is to look at creating
large banks with a pan-India pres-
ence,” the official said, adding that any
merger decision will hinge on political
more than economic congiderations.

India’s banks are still small when
compared with global rivals. The coun-
try’s largest, State Bank of India, is
ranked 16th in Asia while Bank of Ba-
rodais at 32.

Accordingtoareportby Morgan Stan-
ley, there is significant overlap among

. various state-owned banks in terms of

branches, mode of operation and cli-
ents. “Consolidation should enable
(state-owned) banks to extract syner-
giesfairly easy,” itsaid.

But, it also noted that mergers won’t
be easy given the strength of the
unjous. I presentalions to the finance
ministry, most investment bankers

pointed to HR issues standing in the
way of consolidation efforts.

One proposal, based on business mix
and the absence of conflicting subsidi-
aries, calls for the merger of Bank of In-
dia, Allahabad Bank, Corporation
Bank, Bank of Maharashtraand Punjab
& Sind Bank to create an entity with an
asset base of more thanzl1lakh crore.

“Theonly challenge inthisscenariois
howtoachieve integration of technolo-
gy as all these banks work on different
banking solution platforms,” said the
official cited above.

If the government decides to inte-
grate banks on the same IT platform, it
would mean about six banks, includings
PNB and United Bank of India, can be
merged with an asset base of 216 lakh
crore. “In such a merger, there willbea
lot of issues with business integration
and geographical presence,” the offi-
cialsaid.

The finance ministry is looking at
three to four large banks with a pan-In-
dia- presence with entities present
across all financial service sectors.

The Reserve Bank of India (RBI) isal-
so open to the idea of mergers that
aren’t forced. RBI governor Raghuram
Rajan has said that the central bank is
open to volunlary mergers.

“When you go forcing mergers, then
there is an issue of culture... so we
should be careful about forcing merg-
ers,” hchad said.

According to RBI, state-run banks will
need about %4.15 lakh crore to meet
Basel-1TI norms ~ equity capital of 1.5

lakh crore and non-equity capital of
about 2,75 lakh crore. The government,
with its fiscal deficit, won’t be able to .

capitalise banksover alongperiod.

The department of financial services
isalsoconsideringthe establishment of
a holding company of all state-run
banksto haveasingle mechanismtoen-
able the government to better munage
banks’ capital needs.

Date: 0<” 05/2/6(&/
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PM Meets Secys,
‘Calls for Faster,
Collective Action

OURBUREAU

NEW DELHI

Prime Minister Narendra Modi
‘promised to stand by’ bureau-
crats who take decisions and
calledforareviewof archaicrules
tosimplify governance.

In a meeting on Wednesday eve-
ningwithallsecretaries of central
government, Modi also called for
‘simplifying and streamlining the

" administrative rules and proce-
" dures to make them people-friend-
Iy’

Without mentioning the policy
paralysis that had beset the UPA
administration, the PM “empath-
ized with the sentiment expressed.
by the secretaries and their an-
guish in not being able to realize
their true potential because of cir-
cumstances” according to an offi-
cial statement from the PM’s of-
fice. Opening a direct line of
communication with all the secre-
taries, the PM said he would be ac-
cessible to all of them and urged
them to approach him with their
‘ideasand inputs.

A freewheeling interaction on
challenges facing the Indian econ-
omy where he sought top officials’
views on tackling them, this was
the first such meeting of its kind
held by the Prime Minister with
top officials without their minis-
tersbeingpresent atthe sametime
ineight years.

Faster results, the PM told the 77
secretaries at the meeting, could
only be achieved through collec-
tiveaction and urged them to work
together with a team spirit.

“There may berules and process-
es which have become outdated,
and instead of servingthe process
of governance, they areleadingto
avoidable confusion. The PM
stressed upon the need to identify
and do away with such archaic
rules and procedures,” a PMO
communique said.

Modl, whose top two governance
mantras for his ministers are to
empower the bureaucracy and
create an environment where offi-
cials can take innovative deci-

.sions, walked the talk and ex-
pressed confidence in officials’
‘commitment and competence to
build a better future for the coun-

try’ by reviving the economy, gi\}:

ing a fillip to infrastructure pro-

jects and improving the .

investment climate.

“The process of governance of

hisgovernment should begin with
cleaning-up of the offices, improv-

ing the workplace, which would .

automatically result in a better
work culture and efficient servic-
es to the citizens,” the Prime Min-
ister’s Office statement said, add-
ingthat Modi stressed on the useof
technology to improve the effi-
ciencies of administration and
improve the resolution of public
grievances.

The PM said that administrative
and schematic convergence is pos-
sible by the use of technology and
better understanding among de-
partments.

“Modi offered that he would al-
ways be ready to give an account
of the work being done by him.
The senior bureaucrats echoed
this sentiment and welcomed a
similar standard of accountabili-
ty” the officialrelease said.

“It was a highly motivating expe-
rience and there was a great flow
of ideas. This is the first time in
my career that a free, frank and
fearless interaction took place
with the Prime Minister of the
country,” secretary, department
of industrial policy and promo-
tion Amitabh Kant noted on social
media website Twitter after the
nearly three and a half hourslong
meeting concluded.

“The PM didnot wantsecretaries
to speak only on their sectors, for
which wehavebeen asked tomake
presentations to him separately
later. This interaction was on a=
much broader canvas,” said a se-
nior government official, adding
that the PM heard their ideas and
views for over two and a half
hours.

Former UPA minister Shashi_.
Tharvot said that though it is the

Prime Minister’s prerogative to
hold such meetings, his congrega-
tion with secretaries without
their ministers days after disman-
tling the empowered Groups of
Ministers, raises the question ifhe
has ‘created disempowered minis;,
ters.’

Date: o506 | 201y
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Govt Prepared for Tough Grind

»»>FromPage 1

, Thefinance ministry will work
'out the detailsof the budget un-
der the overall direction of
Prime Ministér Narendra Mo-
,diand the- governm%nt is pre-
' pared for a tough grind in the
next two years to build a base
for rapid expansion in the fol-
lowing three years..

,“Fiscal deficit has to follow
‘the'downward trajectory... Ad-
dressing inflation is a priority,
' s0 ‘growth has to be revived
without comprom1smg on the
fisc;” the person, privy to delib-
erations, told ET.

Quality fiscal consolldatmn
will be the underlying theme
and the target for next year’s
. deficit:will be narrower than
the 4.5% of GDP achieved last
year. However, the government
doés not want the burden of

this to be excessive and is not )

likely to increase any taxes in
the name of fiscal consolida-
tion..On the other hand, there
may be some small re11ef for
taxpayers.

Additional spendmg will be

the abolition of the diesel sub
sidy through monthly increas-
esintheretailprice and theres-
tructuring of soc1a1 sector
schemes. A monthly price in-
crease mechanism for cooking
gas could alsobe mtroduceq
“Detailed déliberations haye -
begun in the government on
how to deal with the schemes

: putinplace bythe Congress-led

United Progressive Alliance
government | that did not focus; -
onasset creation, including the
Mahaima Gandhi National Ru-
rai Employment Guarantee
Scheme. .

“MGNREGS could beused tq
build to1lets,” the person sa1d
offermg an instance of merg

ing two schemes to divert. go’v—

ernment spending t6fnore pro-
ductive use and creating
ut111t1esandpub11cassets )

“The mandate means that you /
canannounce boldstepsandal--
so carry them. out,” the: ‘person
said.

To ensure faster clearances
and t]mely unplementatmn,
the-Centre is likely to rope in
state governments for large.

met from the room created by projectsi in the initial stages it-

self, since that’s where the ac-
tual nnplementatmn takes
place, Thé Project Manage-
ment Group in the Cabinet sec-
retariat could be reomented to-
ward th1s end.

Rev1val of manufacturmg has,

beenidentiﬁedasakeyprmnty

‘area and the government could. .
‘look at creating new dedicated

+hubs as the special economic
zones tend to have turned more
.inte tax: shelters for IT.There i$
a feeling that UPA focused too
much on the Delhi-Mumbai In-
dustrial Corridor tg revive
{ manufacturing whereas - a
wider national outreach is
‘needed ™ and’ the reforms
planned by the

. The first biidget of the new

‘ .government,- which will be

keenly watched by global anal-
yists and investors, would also
cleafly spell an end to retro-
spective taxation that played a
large rolein undermining busi-
nesssentiment.:
Meanwhile, the inductionof a
riumber of new m]msters in
key economic ministries is ex-

odi- govern-:
;ment need ;to make factor1es
- cost compet1t1ve

pected to Jead to the generation
of new ideasandfresh thinking
besides infusing the energy
needed for implementation
while reducing the turf battles
that bedevﬂed the UPA govern-

ment. i
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India to Iran: Use pending oil
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ther by the UN or the West these ;

payments to buy medlclnes, food

ONGC still keen on
~developing Farsi
block

AMITI SEN/RICHA MISHRA

New Delhi, June 4
In a move that could help India
clear its pending oil payments to
Iran, the Government is planning
| toallow the sanction hit country
. to use the money to pay for hu-
‘ manitarian goods such as food
+.and medicines bought in third
countries.

The Finance Ministry has asked
UCO Bankto put in place the nec-
essary payment arrangements, a
Government official told Busi-

. ness Line. This could be done in
dollars or euros without attract-
ing any western sanctions.

India owes Iran an estimated
$3 billion to $4 billion in pending
oil payments as it has not been
able to transfer the money in dol-
lars or euros for more than a year,
This is due to sanctions put in
place by the US and the EU

Payment ghtches Afile picture of the Azadegan oil field in iran. npia
owes Iran an estimated $3-4 billion in pending oil payments.

against Iran for its alleged nucle-
ar activities. Once among the
largest crude oil supplier to In-
dia, Iran has now significantly
slipped down the ranks with
countries such as Iraq replacing
it.

“We are hopeful that we will be
able to pay off a substantial part
of the pending payments
through this method,” the offi-
cial said.

India put in place a rupee pay-
ment system for making 45 per
cent of oil payments to Iran in In-
dian rupees in an account in UCO
Bank. The amount was used to
pay Indian exporters to Iran.

But, it is the remaining 55 per
cent amount held by India in IOU
(I Owe You - pending payment)
account that is bothering Iran-
.Since humanitarian goods are
not covered by the sanctions ei-

can be easily paid for by India if
the required processes are putin °
place. “We plan to start the proc- |

ess as soon as. possible,” the oﬂi

cial said.

‘On pursuing oil and gas explo-
ration opportunity in Iran: that-
was put on hold following the
sanctions, the Ministry for Petro- |
leum & Natural Gas has now ext :
pressed that India is willing to
take up work in the discovered
Farsi offshore block, now named
Binaloud. This discovery was

-made by ONGC.

India, however, feels that Iran
needs to rework the contract and
make it more attractive. ONGGVi-
desh Ltd is keen to develop the -
Farzad-B gas find. The gas has'
been discovered byOVLand its In-
dian partners.

The gas field is estimated to
hold in-place reserves of up to
21.68 trillion cubic feet (Tcf), of
which 12.8 Tcf of gas and 212 mil-/
lion barrels of condensate may'
be recoverable.

‘Centre urged to set up independent
green regulator for speedy clearances

OUR BUREAU
New Delhi, June 4
Environment Minister Pra-
kash favadekar has made it
clear that delay in green clvar-
ances will not be tolerated.
‘While environmentalists
agree that the system of green
clearances needs to be
thanged, the solution, they
say, is not just to speed up
-“clearances but to also change

_'the system.
The Centre for Science and
Environment  (CSE) on

‘Wednesday urged the new
Government to put in place
an independent green regula-

N

tor, as ordered earlier by the
Supreme Court as well. It also
highlighted the need for con-
solidating all clearances —en-
vironment, foresls, coastal
and wildlife — to ensure that
clearances are given after ana-
lysing the overall impact of
projects.

“On the eve of World Envi-
ronment Day, we are present-
ing our agenda for urgent ac-
tion that we hope the new
Government will take on. We
need to move beyond the
rhetoric of environmental
protection to implementing a
tough action plan for change,

and this is what we want the
Government to do,” said Suni-
ta Narain, Director General of
CSE, an advocacy body.

Forestrights

She said the Government
should utilise the resources of
State  Pollution  Confrol
Boards to monitor and ensure
compliance with clearance
conditions instead of focus-
ing just on clearing projects.
CSE also recommended thata
task force be set up to look at
enforcement of rules, and
strict penalties in cases of
non-compliance. On the con-

tentious Forest Rights Act,
which has also been a focal
point in several cases such as
the clearance for Mahan Coal
Ltd, CSE said: “Seven years on,
the Act is yet to live up to ex-
pectations. The new Govern-
ment must implement FRA in
letter and spirit and include it
in its key development
agenda.”

The think-tank said the new
Government should frame
policies increasing the share
of renewable energy to 25 per
cent from the current 3 per
cent by the end of the ©2th
Plan.
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; ' hieh a;so rose, ,leadmg éo hlgher

RO

cial informatlon agency
i -compiles the PMI data Tl}e hew busmess across the pri-
-survey- covers about350 cotn- Vate sector as ‘a‘whole, said
.panies;-all non-gdveritinefit. Markit. Servicé providers wére
‘Divergent trendswere.seen optimisticinMay that activity
“at:the-sub-sector (le jith would increase over the next
only ‘post: & telecommunica- 12 months.
tion and tentingi&business " Matketing/campaigns, the
activities registering higlier -end of'the eléctions and th
output, it said. The compos: launch of new setvices :
- ite output.index; caomprising -expected ‘to:'promote” new
both manufacturingandserv- businessigrowthrand; there-
~* ices,roseto 50.7 points m‘May fore;. output. .The May data
from 49:5 in therprevious . indicated staffinglevélsin the.
month. Itshows expansionfor “Indian private:sector: weré
- thefirsttime in three months. - :<breddly ... " unchanged.
- Supporting therisein serv-  Workforce numbersincreased
icesactivity was astebound in  at ‘manufacturing firms but
new otders: The rate of expan-- ‘stagnated’ in- -the: serv1ce
sion: in: incoming new'work: " economy oo

~BS'REPORTER -
New Delhi, 4June
e }

Y he services. sector
I retirned to growth in

‘May on’ increased
orders, after contracr.mg for 10

momentum will be further

supported by the strong elec-

tion ‘results”, sald Frederic :

Neumann co-head of A31an act1v1ty was weak int the con- was, however, slight overall.. ~ - Both«input: and output
conormc Research at I—ISBC " text of:historicai data, noted Order - book:- volumes.. inflationeasedito the weakest

. / That sa1d the increase in Markit Econoinics, the finan- placed- with manufacturers ‘since July 2013." . :
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' p Finance Mm:lster Arun
Jaitleywillstart re-Budget :

gical Depattifient has forecastj:
a sub-norma.l ‘monsoon.
- For 2013-14,-the -agticulture sector
was one of the few ones that aided
growth in gross domestlc product; the
sector grew 4.7 pet cent, agamst 14 per.
cent in 2012-13. Growth in the sector
stood at a whopping 6.3 pet cent in the
quarter ended March this year, com-
pared with 3.4 per cent in the December
quarter.
Thursday evening, the finance min-
-ister willimeet représentatives fromithe ;o
social sector. There is speculation vari- chambers have been askmg the new gov-
ous'social sector schemes such as the
Mahatmi Gandh1 National Rur;
Employment Guarantee Seheme m
be'tweakéd by the hew government
;. OmvFriday, ;the finance minist
would meet members of trade union: N
industry chambers and trade associa-
tlons *offi¢ials said. Various industry "t

Budget mteractlonS beg

iapply’ retrospéctive: amendments to.the -

L " -':"Ilg, L,‘\ < \
ntoday
oin toda
goods be extended up to March 31, 2015,
Interim Budget 2014-15, presented on

February 17 had announced a two-six
inthis rega,rd up to .‘Iune?O -

The Federation’ of Indlan Chambers
of Commerce and Industry has said the
government should clarify it will not

¢ ool

I 11

icome Tax Al e
1 A'survey Byithe AssoC1atedfChambers
of Commet‘f:étand Industry showed tax-
dget to provi’de for !

On June 10, the minister is sched-
uled to meet ofﬁc1a1s from the banking
and financial:ser es, sectors as: ell
as economists. 1 ]
already indicated:-the :gove g
might not prov1de additional recapita.l-
isation to public sector banks than the
¥11,200 crore pegged in the interim-
Budget.

The issue of financial inclusion and
rising non-performan

§ . .
wete less than 5.07 per cent in the previ-
ous quarter. Howevet, these are at
elevated levels.
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‘ The central government has

Centre extends Paradlp
portoperation limits

-RUCHIKA CHITRAVANSHI
New Delhi, 4 June

extended the water limits of

. Paradip Port Trust (PPT) to

y

" Kanika Sands, a cluster of
islands around 70 nautical
“miles from Paradip, for setting

' up'a trans-loading facility.

- PPTplansto invite bids from

t.private patties to operidte the
- trans-loader, which will trans-
' fer shipments from one mode

» oftransportation to another.
Last month, the Supreme
Court had okayed the new
arrangement to put an end to
the dispute between Kolkata
( Port Trust (KPT) and the Odisha
government over territorial
. waters, “We are not expecting
much revenue but just helping
out our brother port (Kolkata,
on the load the latter has too
handle). We would get some
royalty from the facility since it
_Is In our waters,” sald S S
) -Mishra, chairman, PPT.
 RPT was doing this trans-
loading -activity for eight
*__months at Sand Heads in the
" Bay-of Bengal within its own
water limits (40 km from
Haldia). From May to
September, it was relocating to
Kanika Sands, since the waters
turn choppy during that peri-
od and the trans-loader has to
be sheltered. With PPT now
the official operator, the facili-
N

The Adani Group-owned Dhamra port in Odisha had raised

objection to the trans-loading operations by KPT

ty will be available the year
round.

The Adani Group-owned
Dhamra port in Odisha had
raised objection to the trans-
loading operations by KPT.
“Our objection was to the com-
prehensive extension of
Kolkata port limits by more
than 100 km to the south in
such a manner that the entry
to Dhamra port was falling in
Kolkata port limits. That noti-
fication has been repealed.
This will not affect Dhamra
port,” said Santosh Mohapatra,
chief executive officer,
Dhamra.

The state government had
signed an exclusivity agree-
ment with Dhamra port by
which no port facility could be

BS FILE PHOTO

created within 25 km. The
Union law ministry had, how-
ever, said all coastal waters
belonged to the central govern-
ment and a state government
had no jurisdiction over the
water that surrounds its land.
“Even Dhamra can use the
trans-loading facility if it wants
in the new arrangement. But
they have enough capacity of
thelr own,” a senior official said.
PPT would now be autho-
rised for trans-loading at the
berth on Kanika Sands. The
Odisha government would also
initiate steps to re-notify the
limits of Bahabalpur pott, a
non-major one which comes
under the state’s jurisdiction,
so that the facility can function
without any further hurdle.
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IMGNREGA wo\\rkers to get wages soon

ABGHANA JYOTI ® NEW DELHI

NREGA workers, who

have not received their
daily wages due to poor net-
work of internet or banks'and

post offices in their villages, -

may get their payments soon
in cash.

The Union Rural
Development Ministry is
mulling to write to the State
Governments to identify 800-
1,000 blocks, which have not
been able to pay wages due to
technical problems to the
workers associated with the
rural job scheme.

The Mahatma Gandhi
National Rural Employment
Guarantee Act, 2005 clearly
says that the disbursement of
daily wages shall be made on
a weekly basis or in any case
not later than a fortnight
after the date on which such
work was done.

However, even after eight

years of the 1mp1ementatlon
of MGNREGA and the num-
ber - of
measures taken for timely
wage payment, serious delays
in payment have been
arecorded, noted a senior RD
official.

It has been found that on
an averaﬁe around 40 per
cent of the total wage pay-
ments are delayed for more
than 15 days.

In flscal year 2013-14

THE WORKERS WHO ARE BEI
MADE TO WAIT FOR THEIR WAGES,
WANT. OF POST OFFICES AND BAR

around 16 per cent of the total
ga yments - were delayed

etween 15 to 30 days, 15 per
cent were delayed for 30 to 60
days, 7 per cent of payments
were delayed for 60 to 90 days
and 6 per cent were delayed
for more than 90 days, the
official added.

He enlisted delay in clo-
sure of muster roll (MR) and
its computerization,  inade-
quate staff for taking mea-
surement of work done, inor-

dinate delay in measurement

of work in spite of dedicated
staff, excessive time taken to
link MRs with the measure-
ment book and delayed gen-
eration of wage lists among a
few others as major reasons

for the delay in wage pay-

ments.

“While steps are being
taken to correct the flaws lead-
ing to delay in wage payments,
our immediate priority is to
address the workers who are
being made to wait for: their
wa es in want of post offices

banks,” the official said.

“We will write to all the
States to identify 800-1000
blocks in the-country-based
on criteria of low or nil inter-
net connectivity and non-
existence of banks/Post
Offices — for allowing pay-
ments through cash in these
places. Once this happen,
they will be paid their dues, j
he said.

0d



The Pioneer

I'OP100—DAYPRIORITY

Date:OS”/OG) 2e |

Page No.©j"

\

HRD Min asks offimals to
set up national e-library -

DEEPAK KUMAR JHA B NEW
DELHK
akmg , the: concept

-of total’e-governance of
Prime_ Minister Narendra
Modi, HRD Ministe; Smrit]
Irani has asked her officials to
set up a national e-library. The
ambitious concept also figures
in the new HRD Minister’s 100

.days agenda as has been sought
by Modi. The Ministry is now
keen on settingup a
national hub for a '
digitized library for
users, institutions
and all those keen
on having a library
or study at home.

The matter has
already been taken
up -with Finance
Minister ArunJaitley and the
digitisation of the old materi-
als and texts would be done

with support from Department

of Information Technology, a

‘top HRD Ministry officials
said; The online concept of e-
library would have audio-visu-
al facility, e-books and other
tesources, which can be
?q:‘cssed by anyone across

world.
“It will be a national asset.
libraries are the storehouse of

* knowledge as they maintain the
:book and other knowledge

resource available — mostly in
printed form. However, with
the advent of digital technolo-
gy and Internet connectivity,
the library scenario is changing
fast. Digital technology,
Intérnet connectivity and phys-
ical content can be dovetailed
resulting in digital
g library. Data
available in phys-
| ical form would
be preserved dig-
itaily in e-library.
Such libraries
would have the
ability to enhance
access to infor-
mation and knowledge. They
also bndge barriers of time and
space,” said the official.
alrea'lci};e HRD chMmlstry hfas
set up such a concept for
technical hgmds named the
Indian National Digital Library
in’ Engineering Sciences and
Technology (INDEST-AICTE)

Consortium. The Ministry pro- -~

videsfunds for access to elec-

tronic resources and databases
to Centrally-funded institu-
tioms.

The benefit of consortia-
based subscription to’ elec-
tronic resources is alsg extend-
ed to all educational institu-
tions under” its open-ended
proposition. “The AICTE
approved Government or aided
engineering colleges are getting
access to selected electronic
resources with stupport from

"the AICTE and number of

other engineering colleges and
institutions have already joined
the consortium on their own.

A mechanism is in place
wherein this consortium takes
advantage of collective bar-
gaining and passes on the ben-
efit of e-)oumals to subscribing
members,” said a HRD
Ministry official.

In the past initiatives have
been taken by different
Ministries, departments, orga-
nizations for digitising and
preserving data available in

-physical form. However, this

activity has been restricted
mostly in the area of the
work/interest of the organi-
zation. 7
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Jaitley to visit

arrcraft carrier INS
S'Viraat in Mumbai

New Delhi: Defence Minister
Arun Jaitley will visit aircraft
carrier INS Viraat in Mumbai
on Saturday and review the
operational preparedness of
the Western Naval Command,
which witnessed two major
| submarine mishaps in the last
jone year.

During his visit to the
iWestern Command, the
Defence Minister will also
commission two fast-attack
ycraft ICGS Ac¢hook and ICGS
Agrim, of the Indian Coast

|Guard, Navy officials said here.

. After taking charge, Jaitley
has been busy with briefings by
Defence Ministry officials and
the chiefs of Armed forces and
is reviewing the functioning

,and performance of various
.departments.

‘In his first visit as Defence
Minister, Jaitley will visit INS
Viraat in Mumbai harbour and
then move to review the func-
tioning and operational pre-
paredness of the Western Naval

-Command.

i INS Viraat was till recent-
ly the only aircraft carrier in the
Indian Navy and the force is
working towards keeping it
operational for a few more
years to meet its requirements.

The command suffered

‘more than 10 mishaps in the
last ten months and even saw
its Commander-in-Chief
resigning after being super-
seded by the Government for
the appointment of new
Navy chief.

The Western Naval

INSViraat was till
recently the only

© aircraft carrierin

the Indian Navy
and the force is
working towards
keeping it
operational for a
few more years

Command, considered to be
the sword-arm of the Indian
Navy, suffered major blows in
terms of the loss of the latest
submarine INS Sindhurakshak
in an explosion in which all 18
persons on board were killed.

The Defence Minister has
been invited by the Armed
forces to visit far flung bases to
show solidarity with the troops
and Prime Minister Narendra
Modi is believed to have been
invited to visit Siachen glacier by
the Army and largest warship
aircraft carrier INS Vikrama-
ditya by the Navy. PTI
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i_lﬁa-sed on the presentation MoF to decide on mergers of regulators\

Jaitley seeks detailed update on
%5,500-cr NSEL payment scam

SANDEEP SINGH &
SUBHOMOY
BHATTACHARJEE
NEW DELHI, JUNE 4

ANCE ministry of-
ficials have worked
out adetailed presen-
tation on the National

Spot Exchange Limited
" (NSEL) crisis for finance min-
ister Arun Jaitley. The presen-
tation is important as the minis-
ter has to take some key
decisions, including the issue
of merger of regulatorsfor the
sectorin June itself, before the
Union Budget isfinalised.

Heisalso expected toface
alot of questions from MPson
this subject once the two
Houses get down to business
in the Monsoon Session.

The Rs 5,500-crore crisis
at the NSEL which broke out in
August 2013, has thrown up
the gaps in the regulatory
structure for commodity mar-
Kets. An examination of those
will be necessary for Jaitley to
decide whether to move on a
‘quick merger of the commodity
market regulator, the Forward
Markets Commission (FMC),
with the Securities and
Exchange Board of India.

The alternativeistoletthe
two regulators continue their
independent ways for now.

The ministry has, for in-
stance, in April advertised for
the post of chairman of the
FMC that falls due in July.
The minister needs to take a
call on this, too. The crisis at
the NSEL has led to the ar-
rest of Jignesh Shah, founder
chairman of FTIL, the pro-
moter company of NSEL,
among others.

The government has be-
sides, already overhauled the
board of MCX (the commodity
exchange) and MCX-SX (the
stock exchange) independent
of FTIL. Shah’s company had
promoted both of them.”

A source close to the de-
velopment said they-hope to

brief the finance minister on

the entire thread of the NSEL

payment crisis, Thiswill alsobe
the first time that a finance
minister will be fielding ques-
tions from legislators on com-
modity markets, as the shift of
FMC and consequently that of
NSEL happened on to the fi-
nance ministry turf only last
year from the department of
consumer affairs. Questions
about repayment of investor’s
money will come up now. Jait-
leywill field questions on both
how the finance ministry and
the ministry of corporate affairs
respond to the developments.
Till now, based on an in-
terim inspection report from
audit firm Pricewaterhouse-
Coopers, the consumer af-
fairs department has con-
cluded thatthe parent FTIL
purposely faulted on conduct-
ing prudent and sound busi-
ness of its subsidiaries —

NSEL and MCX.

. Thedepartment was even
pursuing legal provisions to
take control of FTIL and, in
the extreme, shut it down for
deliberate bungling in its sub-
sidiaries that have beenunder
the scanner for scam.

“It has been recom-
mended that as FTIL failedto
carry on the business of the
company along with its sub-
sidiaries, on the Boards of
which there were common di-
rectors, on the basis of com-
mercial prudence and sound
business principles, the min-
istry may invoke provisions un-
der Sections 397 & 398 read
with Sections 401,402 and 408
as well as'under Section 3888
of the Companies Act, 1956
against FTIL,” noted the con-
sumer affairs ministry in its
evaluationreport.

Alsoin a previous presen-
tation prepared by the finance
ministry, several regulatory vi-
olations were observed on the
part of NSEL such as—viola-
tion of conditions on shortsell-
ing, issuance of warehouse re-
ceipt without verification of
underlying commodity, trad-
ing with inadequate underly-
ing commodity etc.



