
Following4-prongedapproachtominimise
complianceburdenonbusinesses:DPIITsecy
NIKUNJ OHRI
NewDelhi,5February

The government is following a four-
pronged approach to reduce the compli-
ance burden on businesses and promote
ease of living, said DPIIT Secretary
GuruprasadMohapatra.

These are decriminalising minor
offences in all central government laws,
removingredundant laws, introducingcit-
izen governance, and easing license
requirements for businesses, Mohapatra
told journalists.

Ministries have asked to identify out-
dated laws, rules and regulations that “do
notpromoteeaseof living livingoreaseof
doing business”, Mohapatra said. About

1,400 such Acts have already been
removed since the government came to
power,hesaid.Citinganexampleofrecent
reforms, he said the government relaxed
thenormforattestationofdocuments.“In
times of adversity it has helped everyone.
Simple initiativeshaveremovedirritants,”
he said. A number of state legislation like
ShopsandEstablishmentAct,LabourAct,
Civil SuppliesAct are being reviewed.

Lastly, ministries and states have to
identify compliancehurdles for tradeand
businesses based on the feedback from
their representative bodies by March 31.
For instance, renewal of facilities, like
shops, can be done away with, he said.
After registration, let suchestablishments
continue without any renewals, till they

want tocontinue,headded. f renewalsare
necessary, they should not be mandated
annually, but for about five years or so.
Also being explored is if registrations,
inspections can be made faceless and
automated.

PLIschemeforallsectorsbyMarch-end
Mohapatra said the production-linked
incentive (PLI) schemeannouncedby the
government for 10 additional sectors,
besidesmobileequipmentmanufacturers,
medicaldevices, andactivepharmaceuti-
cal ingredients,will benotified before the
endof the ongoing fiscal year.

“The PLI scheme will promote global
champions in India for the world,”
Mohapatra said.

BudgetmayhelppareFCIdues,
but riskof cost overrunremains
SANJEEB MUKHERJEE
NewDelhi,5February

Thedecisiontoallocate
almost10percentofthe
~34.5-trillion FY21
governmentexpenditureto
FoodCorporationofIndia
(FCI)maywipeoffmuchof
itsduesandoutstanding
loans,butofficialsand
expertshavecautionedthat
concretestepsmustbetaken
forfoodsubsidy
provisioningthrough
budgetaryallocationto
containacostoverrun.

TheBudgethasallocated
around~4.22trillionforfood
subsidy.Ofthis,FCI’sshareis
around~3.44trillion.The
rest ismeantformaking
paymenttodecentralised
procurementstates.

OftheFCIallocation,
around~2.18trillionwillgo
towardsclearingthe
NationalSmallSavingsFund
(NSSF) loans.Evenafterthat,
around~1.26trillionofNSSF
outstandingloanwillhaveto
beclearedbytheFCI.

Asourcepointedoutthat
theCentrewouldneedto
provideanother~1.5trillion
tomeetFCI'ssubsidy
requirement,besides
~30,000-40,000crorefor
decentralizedprocurement
stateseveryyeartomanage

theexpensesanddues.
Officialshavealsowarned
againstoff-budget
borrowingashasbeenthe
practiceintherecentyears.

“FCIusuallygetsaround
95percentoftheBudget
requirementinagiven
financialyearwhilethe
remainingistransferred
afterthebooksareaudited.
Butforthelast fewyears, just
50-55percentofthiswas
givenasbudgetarysupport
whilefortherestwehadto
borrowfromtheNSSF,”a
seniorofficialexplained.
Thisresultedintheinterest
burdenpilinguptoalmost
~30,000crorefrom~5,000
croreearlier.

Thesubsidyburdenis
incurredprimarilydueto
distributionofaround60

milliontonnesofgrainsat
subsidizedratesof~3perkg
forrice,~2perkgforwheat
and~1perkgforcoarse
cereals.

Anofficialsaidaone-
rupeeincreaseinthecentral
issuepriceofgrainscould
lowerthefoodsubsidyby
almost~6,000crore
annually.Butit’sapolitical
call,headded.

The2020-21Economy
Surveyrecommended
increasingtheCIPofgrains
tocuttherisingfoodsubsidy.

Forprocuringmountains
ofgrains,FCIdoesnotincur
anysubsidydirectly.But, the
interestthatFCIpaysevery
yearonitsborrowingforms
partoftheeconomiccost
whichisusedtocalculatethe
finalsubsidyburden.

Everyyear,FCIneeds
around~1trillionasworking
capital tomeetits
procurementofaround80
milliontonnesofgrains
againstarequirementof
around60milliontonnes.
Thesurplusiscarriedover,
addingtotheoverallcost.

Expertsarenow
advocatingadequately
incentivisingfarmerstoshift
fromgrowingpaddyand
wheattowardsmore
lucrativecropstocontrol the
subsidy.

AccordingtoformerFCI
chairmanAlokSinha,
stoppingopen-ended
procurementisnotfeasible.
But,gettingfarmerstomove
tolucrativecropsthrough
incentivescouldbeaway
forward.
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Ind AS adoption
may be deferred
to FY24: Bankers
HAMSINI KARTHIK
Mumbai,5February

W ithmore time being given for imple-
mentationof someof thekey reserve
requirements, sources said deadline

for adoption of the Indian Accounting
Standards (Ind AS) by banks may be further
extendedby twoyears—toFY24.

Banks were expected to adopt Ind AS from
April1,2018, thoughonApril5,2018, theReserve
BankofIndia (RBI)deferredits implementation
to FY20. Again, on March 22, 2019, it deferred
the accounting standards implementation
indefinitely.

“Earlier, thereweretalksabout IndASadop-
tioninFY22,butduetothepandemictherewas
no progress. Now, with the tenure extended in
critical reserveandbufferratios, the implemen-
tation is unlikely before FY24,” said a senior
executive of aprivate bank.

In August 2020, the RBI increased limits
under Held to Maturity (HTM) instruments
from 19.5 per cent to 22 per cent of net demand
and time liabilities (NDTL) in respect of stat-
utory liquidity ratio (SLR) eligible securities
acquired on or after September 1, 2020.
The limitwas first increased tillMarch31, 2021,
andsubsequentlytoMarch2022(inOctober last
year). Again, onFriday, RBI governor indicated
that the dispensation of enhancedHTM limits
would be restored to 19.5 per cent in a phased
manner, starting June 30, 2023. “It is expected
thatbankswillbeabletoplantheir investments
in SLR securities in an optimal manner with a
clear glide path for restoration of HTM limits,”
said the statement on developmental and reg-
ulatorypolicies issuedby theRBI.

Likewise, the fullphase-inofcapital conser-
vation buffer (CCB) of 0.625 per cent has also
been deferred to October 1, 2021 from April 1,
2021. “Considering the continuing stress on
account of Covid-19, and in order to aid the
recovery process, it has been decided to defer
the implementation of the last tranche of the
CCB,” the statement said.

CCB is a buffer that is intended to ensure
thatbankshaveanadditionalusablecapital that
canbeutilised in case of losses.

The transition to fullCCBof2.5percentwas
set to be completedbyMarch31, 2019.

However, implementationofthelast tranche
of 0.625 per cent CCB was first deferred in
November2018andsubsequently inSeptember
2020. Globally, banks had a deadline of 2019 to

implement the CCB in accordance with Basel-
III norms.

“Amongemergingmarkets, Indiaisa laggard
anddelayedimplementationofIndASandCCB
couldresult inmarkdownofvaluationsofbanks
whentheygotothemarket inFY22,”saidapart-
ner of oneof theBigFour accounting firms.

Banks say if capital has to be set aside for
‘accountingreasons’,growingthebalancesheet
maynotbepossible.Hence, adeferment in Ind
ASadoptioniswelcome.“Withoutknowingthe
full impactofCovidonourbalancesheets,adop-
tionofCCB is impossible,” said thechief execu-
tive officer (CEO) of aprivate bank.

Budgetenvisagespvtparticipation:FM
INDIVJAL DHASMANA
NewDelhi,5February

FinanceMinisterNirmalaSitharaman
said onFriday that though theBudget
provides for enhanced government
capital expenditure, it envisages pri-
vate sector participation in a big way.

Addressing industry captains dur-
ing a virtual interaction with the
Confederationof Indian Industry (CII)
on theBudget, she said stresshasbeen
on areaswithhighmultipliers such as
infrastructure.

This would facilitate the private
sector in areas such as power, roads,
ports and airports, among others.
Health care and agriculture are the
other priorities, she said.

Thegovernmentwill provide some
capital to the proposed Development
Finance Institution (DFI) and the DFI
will also raise funds from the market,
Sitharaman said. In addition, the DFI
Billwill provide legislative space topri-
vate DFIs, she said.

Similarly, the asset reconstruction
company (ARC) for the management
of non-performing assets (NPAs) will
be floated as a holding company by

banks themselves, with support from
the government.

The Budget raised capex by the
government to ~4.39 trillion in the
revised estimates (RE) of the current
fiscal year from ~4.12 trillion in the
budget estimates (BE).

It further projected capex to rise to
~5.5 trillion in the next fiscal year, a

surge of 25.3 per cent over RE of the
previous year.

This, together with various pack-
ages announcedby theCentre for vul-
nerable sections and to lift the econ-
omy out of the Covid impact, meant
that the government raise its market
borrowings from BE levels of ~7.8 tril-
lion to ~12.8 trillion in the RE of 2020-

21. It also projected these borrowings
at an elevated level of 12 trillion in the
coming year. This gave rise to appre-
hensions that resources for theprivate
sector could be crowded, which gov-
ernment officials did not agree with.

Sharing the key guiding principles
for theBudget, Sitharmanemphasised
on transparency. “Contrary to expec-
tations of a Covid-19 tax, the govern-
ment has chosen to fund the Budget
stimulus through higher borrowings,
rather than increased taxes,” she said.

Urging a continued dialogue,
Sitharaman saidher interactionswith
theCII helpedbring in ‘contemporary
thinking in policymaking’.

The finance minister promised an
‘honest leakage-free implementation’
of the Budget proposals.

CII president Uday Kotak said the
Budget was an example of an out-
standing policy document which
addresses the needs of the economy.
Kotak appreciated the boldness of the
Budgetannouncements, and the focus
on growth and transparency.

Hecomplimented theBudget team
for themindset of encouragingprivate
enterpriseandrespecting themarkets.

Railways,AAInotpart
ofprivatisationpolicy
NIKUNJ OHRI & INDIVJAL DHASMANA
NewDelhi,5February

Government departments, such as Railways,
Posts, Airports Authority of India, major port
trusts, and those that undertake commercial
operations with development mandate, will
not comeunder the ambit of thenewPSUpri-
vatisation policy announced in the Union
Budget 2021-22.

Public sector enterprises acting as regu-
latory authorities, autonomousorganisations,
trusts, anddevelopment financing institutions
will also be out the ambit, according to the
details of the policy.

Thepolicydividespublic sector enterprises
into strategic and non-strategic ones. The
strategic sector includes atomic energy, space
and defence, transport and telecommunica-
tions, power, petroleum, coal and other min-
erals, and banking, insurance and financial
services.

In strategic sectors, a “bare minimum”
presence of the existing public sector com-
mercial enterprises at the holding company
level will be retained under government con-
trol. The remainingwill be considered for pri-

vatisation, ormerger or 'subsidiarisation'with
other public sector enterprises, or closure.
Public sector enterprises innon-strategic sec-
tors will be considered for privatisation
wherever feasible, or else they will be consid-
ered for closure.

Public sector enterprises that have been
created through the Acts of Parliament, such
asFoodCorporationof India, thosemaintain-
ing critical data bearing national security,
Security Printing andMinting Corporation of
India, and not-for-profit companies created
for various promotional activities will also be
exceptions.

Public sector enterprises assisting farmers
in getting access to seeds andother suchhelp,
those created for providing financial assis-
tance to Scheduled Castes, Scheduled Tribes,
minorities, and other backward classes will
also not be part of the policy.

Bareminimumpresence
The “bare minimum” presence of govern-
ment-owned companies in strategic sectors
will be counted at the holding company level,
and not at the level of their subsidiaries and
joint ventures.

THE STORY SO FAR
| OnApril 5, 2018, theReserveBankof India

deferred implementationof IndASby
ayear to FY20

| In 2019, it againdeferred theaccounting
standards implementation indefinitely

| InAugust 2020, theRBI increased the
limitsunderHeld toMaturity instruments
from19.5per cent to 22per centofnet
demandand time liabilities in respect to
SLR-eligible securitiesacquiredonorafter
September 1, 2020

| OnFriday, theRBI governor indicated that
thedispensationofenhancedHTM limits
wouldbe restored to 19.5per cent ina
phasedmanner, fromJune30, 2023

"CONTRARY TO THE
EXPECTATIONSOFACOVID
TAX, THEGOVERNMENT
HAS CHOSENTOFUNDTHE
BUDGET STIMULUS
THROUGHHIGHER
BORROWINGS,RATHER
THAN INCREASED
TAXES.INTERACTIONSWITH
CIIHAVEHELPEDBRING IN
CONTEMPORARY THINKING
INPOLICYMAKING”
NIRMALASITHARAMAN
FINANCEMINISTER
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PNBnetprofitdrops
18%QoQinQ3
NIKUNJ OHRI
NewDelhi,5February

Punjab National Bank
reported an 18 per cent
quarter-on-quarter drop in
its standalone net profit to
~506 crore in the December
quarter (Q3). The state-
owned bank’s net interest
income droppedmarginally
by 1 per cent to ~8,313 crore
in Q3, compared with the
previous quarter. In the
third quarter of last financial
year, PNBhad reported a net
loss of ~492 crore.

On a year-on-year basis,
the bank’s net interest
income – the difference
between interest earned
through lending and interest
paid to depositors – grew 28
per cent. It grew 22 per cent
to ~23,539 crore during the
April-December period.

The year-on-year

numbers are not compa-
rable as Oriental Bank of
Commerce, United Bank of
India merged into Punjab
National Bank from April 1,
2020.

The bank’s gross non-
performing assets ratio
dropped by 44 basis points
to 12.99 per cent from 13.43
per cent as of September.
The bank’s net NPA ratio
was at 4.03 per cent in Q3, a
4.75 per cent sequential
decline.

The lender has not clas-
sified any account that was
not an NPA as on August 31,
2020, as a bad loan based on
the SupremeCourt’s blanket
ban on fresh recognition of
soured loans. However, the
public sector bank hasmade
a contingent provision of
~2,520 crore for such
accounts that were not clas-
sified as NPA.


