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GAAR 
seeks to prevent companies from routing transactions 
through other countries to avoid taxes. The rules are framed 
mainly to minimize and check avoidance of tax. India will be 
the 17th nation in the world to have laws that aim to close 
tax loopholes.  At present, GAAR is in force in nations like 
Australia, Singapore, China and the UK.

Clarifications on implementation of GAAR provisions under the 
Income Tax Act, 1961  

  The General Anti Avoidance Rule (GAAR) provisions shall be 
effective from the Assessment Year 2018-19 onwards, i.e. Financial Year 
2017-18 onwards.  The necessary procedures for application of GAAR and 
conditions under which it shall not apply, have been enumerated in Rules 
10U to 10UC of the Income-tax Rules, 1962.The provisions of General 
Anti Avoidance Rule (GAAR) are contained in Chapter X-A of the 
Income Tax Act, 1961.   

Out come budget  

One of the leading budgeting technique followed in India at 
present is the outcome budgeting or outcome based 
budgeting. It is practiced by most of the Ministries while 
preparing their budget details and submitting it to the 
Ministry of Finance for the preparation of the annual budget 
towards the end of February.
Outcome based budgeting is a practice of suggesting and 
listing of estimated outcomes of each programmes or 
schemes designed.
From 2007-08 onwards, the previous Performance Budget 
was merged with Outcome Budget. There was only one 
document i.e. the Outcome Budget. All Ministries have to 
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prepare outcome budgets to make the budgeting target 
oriented.

I n t e l l e c t u a l P r o p e r t y : 
Government extends IP 
p r o t e c t i o n s c h e m e f o r 
startups till 2020
Startups covered under SIPP will not be 
required to obtain certificate of an 
eligible business from the Inter-
Ministerial Board of Certification

The decision to extend the scheme will encourage startups 
to encash on innovation and for that protection of IPRs is 
crucial.
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The government has extended the Startups Intellectual 
Property Protection (SIPP) scheme for 3 years till March 
2020, to help entrepreneurs protect their patents, trademark 
and designs. Started initially on a pilot basis in January 
2016, the scheme was in force till March 31 this year.
It is now being “extended further for a period of three years”, 
the Department of Industrial Policy and Promotion (DIPP) 
said in a circular earlier this month. It is crucial for startups 
to protect their intellectual property rights (IPRs) in this 
highly competitive world, it added.
The decision to extend the scheme will encourage startups 
to encash on innovation and for that protection of IPRs is 
crucial. The government last year announced several 
incentives, including tax benefits, to the sector under the 
Startup India action plan.
“The scheme of SIPP aims to promote awareness and 
adoption of intellectual property rights among startups. The 
scheme is inclined to nurture and mentor innovative and 
emerging technologies among startups and assist them in 
protecting and commercialise it by providing them access to 
high-quality IP services and resources,” the DIPP said.
It added that startups covered under this scheme will not be 
required to obtain certificate of an eligible business from the 
Inter-Ministerial Board of Certification. “However, startups 
will be required to give a
self-declaration that they have not availed funds under any 
other government scheme for the purpose of paying the 
facilitator/patent agent/trademark agent for filing and 
prosecuting their IP application,” the circular said.
For effective implementation of the scheme, the DIPP has 
empanelled several facilitators, who are required to provide 
IPR-related services to startups. According to the scheme, 
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facilitators should not charge anything from a startup. The 
government has decided to bear the entire cost of facilitation 
for filing of patents, trademarhks or designs in order to 
encourage young entrepreneurs and innovation.
The facilitators shall be empanelled by the Controller 
General of Patent, Trademark and Design (CGPDTM), 
which may revise the list of facilitators from time to time. Any 
advocate or a patent or trademark agent registered with the 
CGPDTM can become a facilitator under the scheme. 
However, it clarified that the IP application has to be signed 
by a person authorised to do so under the provisions of the 
relevant Act and Rules.
As per the guidelines, the CGPDTM shall regulate conduct 
and functions of empanelled facilitators from time to time. In 
case of any complaint by a startup about a facilitator or 
refusal by facilitator to provide services to the startup or on 
getting information about professional misconduct through 
any source, the CGPDTM can remove the facilitator from 
the panel without notice.
The facilitators will help the startup applicants in information 
and assistance related to filing patent and trademark related 
applications, filing responses to examination reports from 
the IP office, appearing on behalf of startup at hearings etc.
The government will pay the facilitator a fee of Rs 10,000 at 
the time of filing a patent applications and Rs 2,000 each for 
trademark and design application. A similar amount will be 
paid at disposal of final application. If any application is 
withdrawn or abandoned before disposal of application, 
facilitator shall be entitled to fees only for filing of application 
and not for disposal of application.
The cost of the statutory fees payable for each patent, 
trademark or design applied for by a startup after launch of 
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this scheme shall be borne by the startup. To obtain tax 
related benefits, a startup shall be required to be certified as 
an eligible business from this board.

Public sector banks merger 
could help banking system: 
Urjit Patel
The RBI Governor said a challenge that India’s central bank 
was grappling with was the large stressed banking sector 
balance sheets.
RBI Governor Urjit Patel has said the Indian banking system 
could be better off if some public sector banks are 
consolidated to have fewer but healthier entities, as it would 
help in dealing with the problem of stressed assets.
“As many have pointed out, it is not clear that we need so 
many public sector banks. The system could be better off if 
they are consolidated into fewer but healthier banks,” Patel 
said while delivering the Kotak Family Distinguished Lecture 
at Columbia University here.
He said since there were cooperative banks and micro-
financial institutions to provide community-level banking, 
“some banks can be merged, as a quid pro quo for timely 
government technical injection”.
Patel said a challenge that India’s central bank was 
grappling with was the large stressed banking sector 
balance sheets.
He noted that a series of measures have been taken in the 
past year on resolving the problem of the non-performing 
assets (NPAs), including completion of a comprehensive 
asset quality review of the banks.
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Patel said in the instance of the insolvency and bankruptcy 
code, the Reserve Bank of India (RBI) has been preparing 
actively for the next step in an orderly resolution and this will 
be undertaken concomitantly with the resolution of the 
weakest bank balance sheets under the aegis of a revised 
prompt corrective action framework.
“One of the things that the public sector banks need to do is 
to raise private capital from the market and not rely on 
government largesse,” he said.
Public sector banks have to be required to share the burden 
of recapitalising, Patel said.
This will be a good way to restore some market discipline 
and get the banks and their shareholders to more seriously 
care about management decisions, he said.
Patel also said that consolidation of banks could also entail 
sale of real estate where branches are redundant as well as 
offering voluntary retirement schemes to manage headcount 
and adding younger, digital—savvy personnel.
“The weaker banks are losing market share (and) that is a 
good thing,” Patel said.
“The stronger banks are gaining market share, which is a 
good thing, particularly the private sector banks. In a way it 
is working; those who need to shrink are shrinking.
“Lenders who are stronger are gaining more market share.
I think there is a nice shift happening and we need to work 
with that to resolve this,” he said.
Patel said that divestment in public sector banks would have 
a positive role for the sector.
“Divestment measures would improve overall banking sector 
health,” he said.
Improved market valuations would create an opportune time 
for the government to divest some of the ownership in the 
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restructured banks and this would reduce the overall 
amount that the government needs to inject into them to 
deal with the problem of NPAs and stressed assets, he said.
Patel said that across the nation, forces were gathering 
critical mass for the launching of reforms that will help the 
country achieve a higher growth.
“The materialisation of reforms in the form of rollout of the 
GST, the institution of Indian Insolvency and Bankruptcy 
Code and the abolition of the Foreign Investment Promotion 
Board should boost investor and investment confidence,” he 
said.
Looking ahead, Patel said India’s economic growth was 
getting a boost with domestic drivers and was poised to be 
7.4 per cent in 2017—18.
“India will remain among the fastest growing economies,” he 
said, adding that its growth acceleration was reflective of its 
resilience.
Patel said that inflation was below target, the current 
account deficit was about one per cent of GDP and fiscal 
deficit was on path of consolidation that will take it down to 
three per cent by 2018—19.
He noted that recent sharp decline in inflation was 
essentially the result of supply shocks.
Giving a comprehensive view of the demonetisation process 
undertaken by the government, Patel said its positive 
spillover was reflected in higher financial reintermediation.
The share of low cost current account and savings account 
deposits in aggregated deposits with commercial banks 
went up to about 39 per cent, which is a four percentage 
increase relative to pre—demonetisation period.
“That is a large number on a large base. Financial 
reintermediation could be one of the biggest collateral 
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benefits of this exercise, but time will tell. It’s too early to tell 
but initial statistics are interesting,” he said.
In the wake of demonetisation, conventional and 
unconventional steps undertaken like issuance of short term 
cash management bills and using the large size of RBI 
balance sheet helped the central bank to “manage this, 
otherwise interest rates would have collapsed”, the RBI 
governor said.
He said there seems to be very little evidence of hysteresis 
following demonetisation.
“If we had hysteresis, it would have meant some of the bad 
implications in terms of lower GDP growth etc. but as the 
demonetisation shock was overtaken by the remonetisation, 
things have come back to normal,” he said.
Patel stressed that the collateral benefit of demonetisation 
was faster transmission of monetary policy, which 
strengthened in the second half of 2016—17.
“Accumulating evidence points to effects of demonetisation 
being transitory contrary to general perception. GDP 
slowdown was cushioned by robust consumption and 
government spending,” he said, adding that despite the 
demonetisation shock, the GDP growth remained at 7 per 
cent in Q3 and Q4 as compared to 7.2 per cent and 7.4 per 
cent in the preceding year.
Patel said it was important to keep in mind that credit was 
more important than currency.
“Credit was not affected at all. The demonetisation was 
essentially one mode of payment being temporarily not 
available to the full extent” but cheque payments were not 
affected, the mode of payment that banks use to settle their 
balances was not affected, he said.
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“In retrospect, it (demonetisation) would not affect the 
economy that much because currency while important is still 
a small part of the transaction instrumentality that is used in 
a modern economy,” he said.
“So the call market, GSec market, GDP growth, inflation and 
stock market all showed transitory impact of the 
demonetisation and the recovery in all these indicators has 
been swift,” he said.
(This article was published on April 25, 2017)

Five associate banks, BMB 
merge with SBI
Five associates and the Bharatiya 
Mahila Bank (BMB) became part of the 
SBI today, catapulting the country’s 
largest lender to among the top 50 
banks in the world
PTI
Five associates and the Bharatiya Mahila Bank (BMB) 
became part of the SBI today, catapulting the country’s 
largest lender to among the top 50 banks in the world
New Delhi: Five associates and the Bharatiya Mahila Bank 
became part of the State Bank of India (SBI) on Saturday, 
catapulting the country’s largest lender to among the top 50 
banks in the world.
State Bank of Bikaner and Jaipur (SBBJ), State Bank of 
Hyderabad (SBH), State Bank of Mysore (SBM), State Bank 
of Patiala (SBP) and State Bank of Travancore (SBT), 

http://www.livemint.com/Search/Link/Author/PTI


 10

besides Bharatiya Mahila Bank (BMB), merged with SBI 
with effect from 1 April, the bank said in a statement.
“With this six-way mega merger, SBI has again displayed its 
ability to change and evolve in order to continue as the 
country champion among banks in India and to create 
enduring value,” SBI said.
With this merger, the bank will join the league of top 50 
banks globally in terms of assets, it added.
The total customer base of the bank will reach 37 crores 
with a branch network of around 24,000 and nearly 59,000 
ATMs across the country. The merged entity will have a 
deposit base of more than Rs26 lakh crore and advances 
level of Rs18.50 lakh crore.
Also Read: Signs of change at SBI, associate banks 
ahead of merger
Welcoming all the stakeholders of merged entities, SBI 
chairman Arundhati Bhattacharya said the bank will strive to 
conclude the transition process within a quarter.
“The combined entity will enhance the productivity, mitigate 
geographical risks, increase operational efficiency and drive 
synergies across multiple dimensions while ensuring 
increased levels of customer delight,” she said.
Post merger, the bank will rationalise its branch network by 
relocating some of the branches to maximise reach. This will 
help the bank optimise its operations and improve 
profitability, she said. Integration of treasuries of the 
associate banks with the treasury of SBI will bring in 
substantial cost saving and synergy in treasury operations, 
she added.
The government had in February approved the merger of 
these five associate banks with SBI.

http://www.livemint.com/Industry/weLV2kyejSgin24kOenaEP/SBI-merger-Signs-of-change-at-State-Bank-of-India-associat.html
http://www.livemint.com/Industry/weLV2kyejSgin24kOenaEP/SBI-merger-Signs-of-change-at-State-Bank-of-India-associat.html
http://www.livemint.com/Industry/weLV2kyejSgin24kOenaEP/SBI-merger-Signs-of-change-at-State-Bank-of-India-associat.html


 11

Later in March, the Cabinet approved merger of BMB as 
well. SBI first merged State Bank of Saurashtra with itself in 
2008. Two years later, State Bank of Indore was merged 
with it. The board of SBI earlier approved the merger plan 
under which SBBJ shareholders will get 28 shares of SBI 
(Re1 each) for every 10 shares (Rs10 each) held. Similarly, 
SBM and SBT shareholders will get 22 shares of SBI for 
every 10 shares.
SBI had approved separate schemes of acquisition for State 
Bank of Patiala and State Bank of Hyderabad. There will not 
be any share swap or cash outgo as they are wholly-owned 
by the SBI.

RBI declares SBI, ICICI Bank 
systemically important banks
Oomman A. Ninan
The Reserve Bank of India (RBI) on Monday declared State 
Bank of India and ICICI Bank as Domestic Systemically 
Important Banks (D-SIBs). The RBI had issued the 
framework for dealing with Domestic Systemically Important 
Banks (D-SIBs) on July 22, 2014.
The D-SIB framework requires the RBI to disclose the 
names of banks designated as D-SIBs every year in August 
starting from August 2015, said RBI in a press release.
“The framework also requires that D-SIBs may be placed in 
four buckets depending upon their Systemic Importance 
Scores (SISs). Based on the bucket in which a D-SIB is 
placed, an additional common equity requirement has to be 
applied to it, as mentioned in the D-SIB framework,” it 
added.

http://www.thehindu.com/profile/author/Oomman-A.-Ninan/
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The D-SIB framework specifies a two-step process of 
identification of D-SIBs. In the first step, the sample of banks 
to be assessed for systemic importance has to be decided. 
The additional Common Equity Tier-1 (CET1) requirements 
applicable to D-SIBs will be applicable from April 1, 2016 in 
a phased manner and would become fully effective from 
April 1, 2019. The additional CET1 requirement will be in 
addition to the capital conservation buffer, said RBI.
RBI also said that in case a foreign bank having branch 
presence in India is a Global Systemically Important Bank 
(G-SIB), it has to maintain additional CET1 capital 
surcharge in India as applicable to it as a G-SIB, 
proportionate to its risk weighted assets (RWAs) in India.
“RBI has named State Bank of India as Domestic 
Systemically Important Bank as expected. However, the 
additional capital requirement of Tier-I capital has been 
lowered by 20 basis points as compared to draft guidelines. 
SBI currently has a much higher level of Tier-I at 9.62 per 
cent as opposed to 7 per cent required under the current 
guidelines,” said Arundhati Bhattacharya, Chairman, SBI.
“Given our size and significant presence across the financial 
sector, it was expected that ICICI Bank would be classified 
as systemically important, said Chanda Kochhar, MD and 
CEO, ICICI Bank. According to Ms. Kochhar, the bank’s 
capital adequacy is well in excess of regulatory 
requirements

What is Insolvency and 
Bankruptcy Board of India 
(IBBI)?
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India’s corporate regulatory system for the resolution or 
reconstruction of falling companies and their liquidation 
were done with the aid of some fragmented laws previously. 
In the absence of a well-tailored corporate insolvency and 
bankruptcy regulation, remaking of failing companies 
became a difficult task. This has adversely affected the 
interest of the both creditors and the affected corporate. 
Sick companies never got an opportunity to exit their 
business by compensating their creditors. In this context, to 
change the situation, the government enacted Insolvency 
and Bankruptcy Code 2016.
The IB Code just provides the basic legal framework to 
facilitate resolution process of companies. Along with this 
legal foundation, an ecosystem or arrangements including a 
Bankruptcy Board, Insolvency Agencies and Insolvency 
Professionals etc. are needed to make the Code effective.
Insolvency and Bankruptcy Board of India (IBBI)
The Insolvency and Bankruptcy Board of India (IBBI) is the 
most important institutional arrangement for the new 
insolvency and bankruptcy regime. It was created as the 
refereeing institution with multiple tasks including creation of 
regulations and control of agencies and professionals 
involved in the insolvency and bankruptcy business.
The IBBI was established on October 1, 2016 in accordance 
with the provisions of the ‘Insolvency and Bankruptcy Code, 
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2016’. It was constituted as a Technical Committee  under 
the IBBI regulations 2017.
Responsibility of IBBI
The IBBI’s primary responsibility is to create and amend 
laws relating to reorganization as well as insolvency 
resolution of corporate persons, partnership firms and 
individuals in a time-bound manner.
It must create regulations for insolvency procedures, 
institutions and professionals. So far, the IBBI has produced 
three sets of regulations. These include – regulations for 
Insolvency Professionals, Insolvency Agencies and Model 
Bye-Laws and Governing Board of Insolvency Professional 
Agencies.
The IBBI regulations aims to create a complete framework 
for the voluntary liquidation of any corporate person. The 
term corporate person includes any company incorporated 
under the Companies Act and includes limited liability 
partnership or any other person incorporated with limited 
liability but does not include any financial service provider. 
The regulations specify the procedure for public 
announcement, receipt and verification of claims of 
stakeholders, reports and registers to be maintained and 
submitted by the liquidator, realization of assets and 
distribution of proceeds to stakeholders, distribution of 
residual assets, and finally dissolution of corporate person.
The IBBI will be assisted by two advisory panels for 
providing inputs on various issues.
Insolvency professionals
According to the IBBI stipulations, the insolvency 
professionals should be from advocates, chartered 
accountants, company secretaries and cost accountants 
given they meet the conditions set by IBBI. Regarding 
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Insolvency Professional Agencies, not-for-profit companies 
with a turnover of at least Rs 10 crore can apply for Agency 
license.
Powers and functions of IBBI
The IBBI has wide powers for administering the insolvency 
and bankruptcy regime in the country. These include – 
registration of insolvency agencies and professionals, 
levying fees from them, specifying the regulations and 
standards for agencies and professionals, monitoring and 
carrying out inspections and investigations on these entities 
etc.
Organizational structure of IBBI
The IBBI has a ten-member board including a Chairman. 
Following is the structure of the IBBI.

• One Chairperson
• Three members from Central Government officers not 

below the rank of Joint Secretary or equivalent.
• One nominated member from the RBI.
• Five members nominated by the Central Government; 

of these, three shall be whole-time members.
More than half of the directors of its board shall be 
independent directors. MS Sahoo was appointed as the first 
Chairman of IBBI.

Role of market stabilisation 
scheme bonds
When the demonetisation of Rs 500 and Rs 1,000 notes led 
to a surge in deposits, he Reserve Bank of India asked 
banks to set aside all deposits received be tween 
September 16, 2016 and November 11, 2016 as cash 
reserve ratio or CRR. Later, the central bank decided to 

http://economictimes.indiatimes.com/topic/demonetisation
http://economictimes.indiatimes.com/topic/cash-reserve-ratio
http://economictimes.indiatimes.com/topic/cash-reserve-ratio
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issue market stabilisation scheme (MSS) bonds to manage 
the excess liquidity. ET explains the dynamics of this 
instrument. 

1. What are MSS bonds? 
These are special bonds floated on behalf of the 
government by the RBI for the specific purpose of mop ping 
up the excess liquidity in the system when regular 
government bonds prove inadequate. These are mostly 
shorter-tenure bonds, of less than six months maturity. But 
the tenure differs depending on the requirement. 

2. Why has the RBI chosen to issue MSS bonds now? 
The sudden surge in deposits due to the surrender of 
demonetised currency notes in large quantities skews bond 
yields and interest rates, disrupting the functioning of the 
market. To impound the excess liquidity, bankers felt MSS 
bonds were a better option than a hike in CRR holdings. 

3. How is it different from CRR? 
CRR is perceived to be a blunt instrument with an 
immediate impact on liquidity , but it does not fetch any 
return for the depositing bank. 

However, MSS bonds earn a return and qualify for statutory 
liquidity ratio, or SLR, that banks need to maintain in the 
form of short-tenured treasury bills and gov ernment bonds. 
MSS bonds, too, are raised through an auction and are 
tradable in the secondary market. 

4. How are MSS bonds different from regular 
government bonds? 

http://economictimes.indiatimes.com/topic/market-stabilisation-scheme
http://economictimes.indiatimes.com/definition/liquidity
http://economictimes.indiatimes.com/definition/statutory-liquidity-ratio
http://economictimes.indiatimes.com/definition/statutory-liquidity-ratio
http://economictimes.indiatimes.com/topic/treasury-bills
http://economictimes.indiatimes.com/definition/secondary-market
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The regular government bonds are part of the government's 
borrowing programme and the interest payout on these has 
an impact on the fiscal position. The MSS bills and 
securities are matched by an equivalent cash balance held 
by the government with the Reserve Bank. Hence, they 
have only a marginal impact on the government's revenue 
and fiscal positions. The cost of such interest payment is 
shown separately in the Budget. 

5. Has this instrument been used in the past? 
The Reserve Bank first introduced MSS bonds in February 
2004 when the country was flushed with dollar inflows, 
which needed to be converted into the rupee. This created 
huge surplus liquidity in the system and the RBI decided to 
impound it by issuing MSS bonds as the central bank was 
running out of stock of regular government bonds.

RBI to allow more niche 
banks
Special Correspondent
The Reserve Bank of India is set to further expand the 
country’s banking landscape with licences to new types of 
banks like wholesale banks or custodian banks. This is in 
addition to the two types of differentiated bank licences 
granted in 2015, namely, payments banks and small finance 
banks.
“In addition to recently licensed differentiated banks such as 
payments banks and small finance banks, the Reserve 
Bank will explore the possibilities of licensing other 
differentiated banks such as custodian banks and banks 
concentrating on wholesale and long-term financing,” the 
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central bank said on Tuesday while announcing its first bi-
monthly policy review. RBI will put out a discussion paper on 
the issue by September 2016.
Wholesale banks are lenders that cater to large corporates 
which require long-term finance, particularly those engaged 
in infrastructure development. Typically, these banks raise 
long-term funds which are exempted from maintaining 
regulatory requirements like cash reserve ratio and statutory 
liquidity ratio.
Custodian banks, on the other hand, are specialised 
financial institutions mainly responsible for safeguarding a 
firm’s or individual’s financial assets, and are typically not 
engaged in conventional retail lending.
“The move will help the Indian financial sector get some 
niche and specialised players of global and Indian origin and 
create a focus on specific areas, which will help both 
institutions to become more competitive and innovative,” 
Shinjini Kumar, CEO designate, Paytm told The Hindu. 
Paytm has received a licence to start a payments bank. RBI 
has granted licences to 11 entities to start payments banks 
and 10 entities for opening small finance banks. RBI 
governor Raghuram Rajan also said at the post-policy 
interaction with the media that the banking regulator will 
issue norms for on-tap for universal banks. Till date, the RBI 
has been offering banking licences for a limited period of 
time.
In 2014, RBI allowed banking licences to two entities, 
infrastructure financier IDFC and micro lender Bandhan 
Financial. The Indian corporate sector has been demanding 
on-tap process for a long time.
Definition of bad loan 
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A loan where repayments are not being made as originally 
agreed between the borrower and the lender, and which 
may never be repaid. 

Definition of 'Non Performing 
Assets'
Definition: A non performing asset (NPA) is a loan or 
advance for which the principal or interest payment 
remained overdue for a period of 90 days.

Description: Banks are required to classify NPAs further 
into Substandard, Doubtful and Loss assets.

1. Substandard assets: Assets which has remained NPA for 
a period less than or equal to 12 months.

2. Doubtful assets: An asset would be classified as doubtful 
if it has remained in the substandard category for a period of 
12 months.

3. Loss assets: As per RBI, "Loss asset is considered 
uncollectible and of such little value that its continuance as a 
bankable asset is not warranted, although there may be 
some salvage or recovery value."

Finance Ministry Reviews 
Progress made after Public 
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Sector Banks’ Reform Plan 
Indradhanush
The Indradhanush package was announced on 14th August, 
2015 for transforming Public Sector Banks (PSBs) through a 
bottoms-up approach. It represents the most comprehensive 
reform effort undertaken since banking nationalisation in 
1970. The framework mainly comprised of appointments, 
Banks Board Bureau (BBB), capitalization plan, destressing, 
empowerment, framework of accountability and governance 
reforms among others.
A high-level meeting was held today under the 
Chairmanship of the Minister of State for Finance Shri 
Jayant Sinha which was attended among others by the 
Secretary, Dept of Financial Services, Ms Anjuli Chib 
Duggal, senior officials from the Ministry of Finance and 
Chairmen and Managing Directors of various PSBs. Banks 
were requested to give the progress on different subjects 
post Indradhanush. The next ‘Gyan Sangam’, proposed to 
be held in January 2016, was also discussed.

RBI gu ide l ines on P2P 
lending platform likely by 
June-July
The Reserve Bank is expected to come 
out by June-July with guidelines to 
regulate the Indian peer-to-peer (P2P) 
lending market
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PTI

New Delhi: The Reserve Bank is expected to come out by 
June-July with guidelines to regulate the Indian peer-to-peer 
(P2P) lending market. The RBI had floated a consultation 
paper in April 2016 on the Indian P2P lending that has been 
taking roots in India.
The discussion paper is to be followed by formal guidelines 
for the sector, which currently is self-governed. The 
borrowing-lending channel Faircent.com, which is run by 
Gurugram-based Fairassets Technologies India, said the 
sector will grow over a period of time as more and more 
people become aware of this vertical.
Besides facilitating loans from its website by matching 
borrowers and lenders, it has also started gold loan 
services. “The guidelines are expected by June or July, 
however, it was supposed to come out in October last year 
but delayed initially due to demonetisation, followed by early 

http://www.livemint.com/Search/Link/Author/PTI
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budget and then elections in few states,” Fairassets 
Technologies India Founder and COO Vinay Mathews said 
in an interview.
At present, the status is that “it has gone from the RBI to the 
Ministry of Finance. The Ministry of Finance has put it out to 
the Ministry of Corporate Affairs and they have to come 
back (on the subject matter),” Mathews said. Faircent.com, 
which went live in 2014, has so far facilitated lending to the 
tune of Rs20 crore from its platform and set a much bigger 
target for the current fiscal. “So far, we have facilitated 
around Rs20 crore loans from Faircent platform.
This year we are scaling, we have to do some Rs50 crore of 
loans this fiscal,” he added. Next week, the company will 
also enter into loan against property (LAP) domain and 
match prospecting borrowers and lenders through 
Faircent.com, Mathews said.

Reserve Bank of India retains 
'too big to fail' status for SBI, 
ICICI Bank
MUMBAI: The Reserve Bank of India on Thursday retained 
the tag of "too big to fail" banks for SBI and ICICI second 
year in a row. This means that the banking regulator 
considers failure of these banks to be dangerous for the 
economy, which renders them 'too big to fail'. 

RBI had designated both these banks as domestic 
systemically important banks (D-SIBs) last year in August 
for the first time. Originally the central bank had plans to 
name 4-6 banks as systemically important. 

http://economictimes.indiatimes.com/topic/Reserve-Bank-of-India
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Both these banks are required to make additional capital 
requirements after they were named as D-SIBs. Based on 
the methodology announced by the central bank, SBI will 
need to maintain additional capital equivalent to 0.6 per cent 
of its loans and investments while ICICI will need to 
maintain 0.2 per cent more. 

The additional capital, which has to be in the form of 
common equity tier-I capital, will be applicable from April 1, 
2016 in a phased manner and would become fully effective 
from April 1, 2019. 

SBI and ICICI have been so designated 'too big to fail' on 
the basis of their systemic importance score, arrived at after 
an analysis of the banks' size as a percentage of annual 
gross domestic product (GDP). 

Banks with assets that exceed 2 per cent of GDP will be 
considered to be part of this class of lenders. Other 
parameters that are considered include size, complexity, 
interconnectedness and international links.

5 things to know about green 
bonds
Reena Zachariah
1. What are green bonds? A green bond is like any other 
regular bond but with one key difference: the money raised 
by the issuer are earmarked towards financing `green' 
projects, i.e. assets or business activities that are 

http://economictimes.indiatimes.com/etreporter/author-reena-zachariah-479200600.cms
http://economictimes.indiatimes.com/topic/green-bonds
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environment-friendly. Such projects could be in the areas of 
renewable energy , clean transportation and sustainable 
water management. 

2. What are its benefits? Green bonds enhances an 
issuer's reputation, as it helps in showcasing their 
commitment to wards sustainable development. It also 
provides issuers access to specific set of global investors 
who invest only in green ventures. With an increasing focus 
of foreign investors towards green investments, it could also 
help in reducing the cost of capital. 

3. When did the concept start? In 2007, green bonds were 
launched by few development banks such as the European 
Investment Bank and the World Bank. Subsequently, in 
2013, corporates too started participating, which led to its 
overall growth. Back home, Yes Bank was the first bank to 
come out with a issue worth Rs 1,000 crore in 2015. 
Following this, few other banks too had green bond 
issuances. CLP India, was the first Indian company to tap 
this route. So far, Rs 7,200 crore has been raised via green 
bonds. 

4. Has Sebi mandated additional rules on such issues? 
For designating an issue of a corporate bond as green 
bond, an issue apart from complying with the issue and 
listing of debt securities regulations, would have to disclose 
additional information in the offer document such as use of 
proceeds. 

5. What are the avenues where these funds can be 
invested? Sebi's indicative list includes renewable and 

http://economictimes.indiatimes.com/topic/World-Bank
http://economictimes.indiatimes.com/yes-bank-ltd/stocks/companyid-16552.cms
http://economictimes.indiatimes.com/topic/CLP-India
http://economictimes.indiatimes.com/topic/Sebi
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sustainable energy such as wind and solar, clean 
transportation, sustainable water management, climate 
change adaptation, energy efficiency , sustainable waste 
management and land use and biodiversity conservation.

Blue Bond initiative to protect 
marine resources launched
Oceans play a significant role in everyone’s lives, but 
no one is more dependent on them than small, 
vulnerable and isolated island developing states. 
Unfortunately, the “deadly trio” of acidification, 
warming and declining oxygen levels is posing a risk to 
marine and coastal resources and threatening the 
livelihoods of millions living in these countries. To 
address this challenge, the Republic of Seychelles has 
launched the ‘Blue Bond’, a novel financing initiative 
which taps into capital markets to fund ocean-related 
environmental projects.

RBI puts restrictions on 
masala bond issuance
Between Sept 2016 and April this year, 
Indian firms have raised Rs 33,165 cr 
through this route
The Reserve Bank of India (RBI) on Wednesday brought in 
some restrictions on issuance of rupee-denominated bonds, 
or masala bonds, by harmonising the issuance norms on a 
par with those for external commercial borrowings (ECBs).

http://www.business-standard.com/search?type=news&q=Reserve+Bank+Of+India
http://www.business-standard.com/search?type=news&q=External+Commercial+Borrowings
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Now, there will also be a cap on how much interest can be 
paid on these bonds.  
The central bank said any proposal to issue these bonds will 
be examined at the RBI’s foreign exchange department. It 
also put some conditions for masala bonds, which are 
gaining popularity as a means of raising cheap money. 
Since these bonds are issued in rupee, the issuer is not 
exposed to currency risks. However, some lower rated firms 
have issued these bonds, potentially raising concerns. 
Between September 2016 and April this year, Indian firms 
have raised Rs 33,165 crore through this route. 
The RBI said the minimum maturity period for masala bonds 
raised up to $50 million equivalent in rupees per financial 
year should be three years and for bonds raised above $50 
million equivalent in rupees per financial year should be five 
years. Now, the all-in-cost ceiling for masala bonds should 
be 300 basis points over the prevailing yield of the 
benchmark government bond of corresponding maturity. The 
all-in-cost restrictions would mean that high-yield junk bond 
issuers cannot tap the market anymore as investors on 
these bonds won’t take the currency risk as well as issuer 
risk on these bonds.

“It does appear that the limits set by the RBI would provide 
enough elbow room for companies which are raising funds 
from these markets. However, they would be comparing 
such rates with domestic interest rates when taking a final 
decision. The present base rate of banks is 9.1-9.6 per cent 
and overnight MCLR (bank lending rate) is 7.75-8.10 per 
cent. it will be interesting to see how firms react to these two 
sets of interest rates,” said CARE Ratings in a report.

http://www.business-standard.com/search?type=news&q=Rbi
http://www.business-standard.com/search?type=news&q=Rbi
http://www.business-standard.com/search?type=news&q=Mclr
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The investors of these bonds continue to remain like before 
but the bonds should not be issued to any related parties, 
the RBI circular said.

India takes the spice out of 
Masala bonds
RBI, last week, brought the Masala bond market in line with 
existing rules on external commercial borrowings in other 
currencies.
Singapore, June 12:  
- New guidelines on offshore rupee bonds will put the 
brakes on the growth of the Masala bond market, according 
to debt bankers.
The Reserve Bank of India (RBI) last Wednesday brought 
the Masala bond market in line with existing rules on 
external commercial borrowings in other currencies. As a 
result, Masala bonds must have a minimum original maturity 
of three years, rising to at least five years for deals over $50 
million, and coupon rates must be no more than 300 basis 
points over the government curve.
The changes temper earlier efforts to stimulate the growth of 
the offshore rupee market, which allows Indian companies 
to borrow overseas without taking currency risk, and have 
not gone down well with market participants. “The central 
bank is clipping the wings when the market was just starting 
to take off,” said a fixed income trader from a foreign bank.
In the past three months, Housing Development Finance 
Corporation, National Highways Authority of India and power 
generation company NTPC have all sold Masala bonds, 
raising interest in the format. While NHAI and NTPC sold 
five-year debt, the three-year tenor has been popular for 

http://www.business-standard.com/search?type=news&q=Rbi
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non-banking finance companies such as HDFC, Shriram 
Transport Finance and Indiabulls Housing Finance.
Retrograde step
“The new guidelines will affect the plans for housing finance 
companies which were keen on raising Masala bonds above 
$50 million for three years,” said another DCM banker.
Most bankers feel the move will stall a market that was 
already struggling to gain traction. “It is a retrograde step for 
sure; it will kill the Masala market further,” said an executive 
director from a foreign bank. "It will de facto rule out credit 
(corporate) borrowers, non-sovereign and non-quasi-
sovereign issuers.”
The RBI said that the all-in-cost ceiling for Masala bonds will 
be set at 300bps over the prevailing yield of the government 
securities of corresponding maturity, in line with ECB rules. 
None of the major Masala offerings have yet crossed that 
threshold, but some smaller private placements had offered 
higher yields, according to two DCM bankers.
RBI said that the Foreign Exchange Department will 
examine all proposed Masala issues in future. The central 
bank also said that investors should not be related to the 
issuer, raising questions over some innovative structures 
that had allowed Indian companies to access the global 
high-yield bond market.
For example, ReNew Power Ventures in February sold 
Masala bonds to a Mauritius-based funding vehicle, Neerg 
Energy, which used the notes as collateral for a $475 million 
offshore bond.
However, not all agree that the new RBI guidelines will have 
a negative impact on the Masala market.
There has been a decent appetite, and good issuers will 
continue to tap the market, said Ajay Manglunia, head of 
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fixed income at Edelweiss Capital. Masala bonds will be well 
received for the five-year maturity as well.
(This article was published on June 12, 2017)

Sovereign gold bonds: should 
you invest?
Vivina Vishwanathan

The first series of sovereign gold bonds for financial year 
2017-18 are available for subscription till 28 April this year. 
Sovereign gold bonds are government securities issued in 
the units of grams. They are a replacement for physical gold 
and are available in paper or demat form. The bonds are 
issued by the Reserve Bank of India (RBI) on behalf of the 
government. Here is what you need know about them.
What’s on offer?

http://www.livemint.com/Search/Link/Author/Vivina%20Vishwanathan
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For this tranche, the sovereign gold bond is priced at 
Rs2,901 per gram of gold. The nominal value of the bond is 
based on the simple average closing price—published by 
the India Bullion and Jewellers Association Ltd (IBJA) for 
gold of 999 purity—in the week preceding the subscription 
period. This works out to Rs2,951 per gram but the bond is 
available at Rs50 discount. The government, in consultation 
with the RBI, is offering this discount and bringing the price 
down to Rs2,901 per gram. The minimum investment 
requirement is 1 gram and you can invest up to a maximum 
of 500 gram per financial year. From this bond, you will earn 
an interest of 2.5% per annum on the amount of initial 
investment, which will be paid to you half yearly. The issue 
date for this series of bonds is 12 May and the tenure is 8 
years. However, you can withdraw prematurely after 5 
years. The redemption price will be fixed on the previous 
week’s simple average closing gold price for 999 purity, as 
published by the IBJA. This means, you will get the 
available market value of gold at the time of redemption.
How to buy?
To buy the gold bond, you need to be a resident Indian and 
need documents such as passport, Permanent Account 
Number (PAN), voter’s identity card and Aadhaar number. 
You can apply for the bond at a bank, post office, Stock 
Holding Corporation of India Ltd (SHCIL), National Stock 
Exchange of India Limited and BSE Ltd. Customers can 
apply online and can buy it jointly too. You can use the bond 
as collateral for loans and the loan-to-value ratio will be as 
per gold loan norms mandated by the RBI. The interest you 
earn from the bonds will be liable to income tax and will be 
treated as interest income. On redemption of these bonds, 
capital gains tax to an individual has been exempted. 
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Otherwise, long-term capital gains on gold are currently 
taxed at 20.6% with indexation. Remember that there may 
be a risk of capital loss if the market price of gold declines. 
Both interest and redemption proceeds will be credited to 
the bank account on maturity.
Should you invest?
If you need the diversification that gold offers you in your 
portfolio, you could consider investing in this issue. “First 
you need to evaluate if you want to hold gold in your 
financial portfolio. If the answer is yes, then this is a much 
superior option than physical gold,” said Surya Bhatia, a 
New Delhi-based financial planner. The product also gives 
an interest unlike when you buy physical gold.
“It makes sense to hold the sovereign gold bonds, 
considering you get the underlying return as well as an 
additional 2.5% on the investment,” said Lakshmi Iyer, chief 
investment officer – debt, and head of products, Kotak 
Mahindra Asset Management Co. Ltd.
ETF or gold bond?
Gold exchange-traded funds (ETFs) come at a cost 
considering they have an expense ratio. The average cost is 
between 0.9% and 1% a year. While the bond gives you a 
return, the ETF costs you a bit to hold. The reflection of 
market price in both will be the same. The only plus for an 
ETF could be the liquidity. “Gold ETFs are liquid compared 
to sovereign gold bonds, which come with a lock-in of 8 
years,” said Iyer. “Once you are sure you want gold in your 
portfolio, look for liquidity. If you want liquidity, gold ETF are 
a better option,” said Bhatia.
Also, with gold ETFs, there is no cap on how much you can 
invest. But with sovereign gold bonds there is a limit of up to 
500 gram per investor in one financial year.
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What is meant by balance 
sheet syndrome with Indian 
characteristics?

The Economic Survey 2016 and the Mid-Year Economic 
Analysis 2015 (both by the Ministry of Finance) have 
popularized two related concepts in recent years. First is the 
concept of balance sheet syndrome with Indian 
characteristics and the second, the twin balance sheet 
(TBS) problem. The two are highly related. Understanding 
the balance sheet syndrome will help us to understand the 
twin balance sheet problem.
Balance sheet syndrome with Indian characteristics
The term ‘balance sheet syndrome with Indian 
characteristics’ was mentioned in the Mid-Year Economic 
Analysis 2015, by the Ministry of Finance and was 
elaborated in Economic Survey 2015. Here, the balance 
sheet syndrome refers to the worsening profit scenario and 
mounting losses of private sector specifically corporate. 
High losses by the corporate discourages future investment 
and in this way, the economy suffers.
The balance sheet problem of rising debt and losses 
occurred in many other countries especially in advanced 
countries in recent years. But in India, unlike in Japan and in 
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the US, the problem has some unique features and hence is 
a "balance sheet syndrome with Indian characteristics." In 
Japan, there was a balance sheet problem after the real 
estate and equity boom of the late 1980s. similarly, in the 
US there was a balance sheet problem after the global 
financial crisis.
The economic survey elaborates three reasons to show why 
this syndrome is distinctively Indian.
First, India is not suffering from recession or stagnation (in 
Japan and in the US, there is recession).
Second, in India, there is no weak macro-economic 
demand. Rather, there is moderately strong demand (at 
least relative to supply) reflected in moderately high inflation 
and a moderately high current account deficit. On the other 
hand, in advanced countries like the US and Japan, demand 
is poor.
Third, perhaps even more distinctly, the Indian balance 
sheet problem has partly due to private sector investment in 
infrastructure via the so-called public private partnership 
(PPP) model. This was because the public sector was 
reluctant to actively intervene in infrastructure projects.
What are the reasons for balance sheet sundrome?
There are five reasons for the balance sheet syndrome.
Frist is weak profitability and high burden of debt for the 
private sector: Weak profitability and over-indebtedness 
discourages investment by corporate in India.
Second, stalled projects and inadequate bankruptcy 
procedures. Third, failed PPP models has contributed to 
losses of the private sector.
Fourth, many PSBs have financed several infrastructure 
projects and stalled infrastructure projects has resulted in 
large volume of stressed assets in banks.
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Fifth, the PSBs are now not ready to give loans to the 
business sector fearing penal action for managers in the 
context of rising NPAs. It further stalls projects by the 
corporate.
What is painful about the balance sheet syndrome is that is 
discourages private investment. “The balance sheet 
syndrome with Indian characteristics” creates a web of 
difficult challenges that could hold back private investment. 
Private investment must remain the primary engine of long-
run growth.
The survey observes that because of this balance sheet 
problem, increasing capital flows will not be converted into 
real investment in the private sector.
How to escape from the syndrome?
 Public investment overall is necessary to escape from the 
syndrome. To revive growth, public investment, especially in 
the railways, will have an important role to play. 
*********

Twin Balance Sheet Problem 
and PARA
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Twin Balance Sheet Problem
India has been grappling with problems which are rooted in 
corporate balance sheets and Bank balance sheets. The 
Economic Survey also gives considerable attention to what 
it termed India's Twin Balance Sheet problem. This problem 
is a mixed of distressed and overleveraged companies and 
the increasing NPAs in Public Sector Bank balance sheets. 
And the Economic Survey has tried to give suggestions for 
solving this problem, and advocated the concept of Public 
Sector Asset Reconstruction Company (PARA) which is 
illustrated below.
Why it is a significant Problem?
This problem is very important because it is becoming a 
hindrance for private investment in the country and 
therefore, it is holding up growth in all sorts of sectors. Most 
of the issues that prevented many measures introduced by 
the government - from Reconstruction of Financial Assets 
and Enforcement of Security Interest Act, to Strategic Debt -
Restructuring and the Sustainable Structuring of Stressed 
Assets , to a Reconstruction Companies  are included within 
this problem.
Measures taken in past to solve this problem
India has followed many conventional paths to solve this 
problem. And as a result, while there are adequate laws for 
a bank or any other organization to take over a stressed 
asset, it is much more difficult to any decent money back 
and dispose of them.
For example, if a steel plan is unable to meet its debt 
obligations using the SDR route, it might seem like a good 
idea for a bank to take it over. But if the steel sector is in 
distress, it will be hard for the bank to get a good price for 
that asset from any buyer. 
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Apart from it, bank cannot hold on to it indefinitely, it is 
required that it should keep running.  It is a also a fact that a 
physical asset tends to deteriorate very fast. The longer it 
takes for a bank or an asset reconstruction company or any 
other organization to dispose of it, the value continues to 
deteriorate.
The process of selling an asset, both for the country as a 
general and the sector in particular, depends hugely on the 
economic conditions.
For example, in the past two years, many deals have been 
witnessed in the cement sector and some in the power 
sector. In those deals stronger companies took over assets 
or entire divisions of weaker, overleveraged companies. But 
these deals were not seen in all sectors. 
In those sectors where there is significant overcapacity or 
where establishing a new business is easier and less 
expensive than taking over an older business, these deals 
will not happen in such sectors. 
When it comes to the loans which are given to a service 
oriented sector, for example airlines.
The reason bankers faced difficulties and found themselves 
in a spot with Kingfisher and many other defunct airlines 
was because the airlines did not have sufficient tangible 
assets that could be sold off. Most airlines were operating 
with leased aircraft and the aircraft holding company simply 
took back the aircraft.
Solutions offered by Economic Survey
The Economic Survey has given suggestions that a Public 
Sector Asset Reconstruction Company (PARA) be formed to 
buy most complex and biggest NPAs, and then dispose of 
them. It seems like a reasonable idea but it fails to take into 
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account that the PARA (which others have termed as a Bad 
Bank) will face the same problem disposing assets. 
 It is obvious that If there is a market for the stressed asset, 
then recovering money would not be a problem. The real 
problem is that there isn't much of a market for stressed 
asset’s company in many sectors because they are already 
plagued with overcapacity.
Why PARA should be applied to solve twin balance sheet 
problem? To explain this issue Economic Survey has 
emphasized on these 6 reasons:
1. It’s not just about banks, it’s a lot about companies. So 
far, public discussion of the bad loan problem has focused 
on bank capital, as if the main obstacle to resolving TBS 
was finding the funds needed by the public sector banks. 
But securing funding is actually the easiest part, as the cost 
is small relative to the resources the government 
commands. Far more problematic is finding a way to resolve 
the bad debts in the first place.
2. It is an economic problem, not a morality play. Without 
doubt, there are cases where debt repayment problems 
have been caused by diversion of funds. But the vast bulk of 
the problem has been caused by unexpected changes in the 
economic environment: timetables, exchange rates, and 
growth rate assumptions going wrong.
3. The stressed debt is heavily concentrated in large 
companies. Concentration creates an opportunity, because 
TBS could be overcome by solving a relatively small number 
of cases. But it presents an even bigger
challenge, because large cases are inherently difficult to 
resolve.
4. Many of these companies are unviable at current levels of 
debt requiring debt write-downs in many cases. Cash flows 
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in the large stressed companies have been deteriorating 
over the past few years, to the point where debt reductions 
of more than 50 percent will often be needed to restore 
viability. The only alternative would be to convert debt to 
equity, take over the companies, and then sell them at a 
loss.
5. Banks are finding it difficult to resolve these cases, 
despite a proliferation of schemes to help them. Among 
other issues, they face severe coordination problems, since 
large debtors have many creditors, with different interests. If 
PSU banks grant large debt reductions, this could attract the 
attention of the investigative agencies. But taking over large 
companies will be politically difficult, as well.
6. Delay is costly. Since banks can’t resolve the big cases, 
they have simply refinanced the debtors, effectively “kicking 
the problems down the road”. But this is costly for the 
government, because it means the bad debts keep rising, 
increasing the ultimate recapitalization bill for the 
government and the associated political difficulties. Delay is 
also costly for the economy, because impaired banks are 
scaling back their credit, while stressed companies are 
cutting their investments.

What is National Investment 
and Inf rastructure Fund 
(NIIF)?
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One of the biggest hurdle for India’s infrastructure 
expansion plans is lack of funds. The country need around 
$1000 bn in five years to finance the infrastructure 
programmes extending from roads to communication. To 
overcome the financing hurdle, the government made 
several steps including the formation of infrastructure 
financing companies like the IIFCL (Indian Infrastructure 
Finance Company Limited). But still, the quantum of money 
flow has not occurred and the PPP model has failed to 
contribute much. It is in this context that the government has 
come out with a fresh idea of floating a fund mobilizing entity 
called National Investment and Infrastructure Fund (NIIF).
The NIIF is a trust that mobilizes funds so that it can give 
finance to the major infrastructure financing companies in 
the country. In this sense, the NIIF will act something like a 
bankers’ bank in infrastructure financing.
The NIIF registered as a Category II AIF with SEBI
As per the initial plan about the structure of the NIIF, the 
circular from the government says that it will be established 
as one or more Alternative Investment Funds under the 
SEBI regulations. In December 2015, the NIIF was 
registered as a Category II AIF (Alternative Investment 
Fund) with SEBI. Initial authorized capital of the Fund is set 
at Rs 20000 crore, which will be revised from time to time in 
accordance with the Ministry of Finance’s decision. An initial 
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allocation of Rs 4000 crore was made under the budget 
2016-17.
Alternate investment funds (AIFs) are regulated by the 
Securities and Exchange Board of India (Alternative 
Investment Funds) Regulations, 2012, and classified under 
three categories - Categories I, II and III, from the angle of 
tax treatment under provisions of Income Tax Act. Since it 
was set up as Category II AIFs, the NIIF is eligible for a pass 
through status under the Income Tax Act. A 'pass-through' 
status means that the income generated by the fund would 
be taxed in the hands of the ultimate investor, and the fund 
will be exempted.
Both greenfield and brown field projects can be financed out 
of NIIF. 
Nature of Government ownership
The structure and ownership of the NIIF is that 
government’s ownership in each entity set up under it will be 
49%. It will not be either increased or decreased and is 
contributed directly by the Government.
The Ministry of Finance Press Release says that the 
contribution of government in NIIF will enable it to be seen 
‘virtually as a sovereign fund’. Purpose of such a structuring 
and ownership involvement in NIIF by the government is to 
acquire the trust of big and creditworthy foreign investors 
like sovereign/quasi sovereign/multilateral/bilateral investors 
to co-invest in it. The NIIF will seek the participation of 
strategic anchor partners. Already many foreign biggies like 
Abu Dhabi Investment Authority have shown their 
willingness to participate in the NIIF.
The 49% government holding will make it like a sovereign 
fund with guarantee of the government and will attract 
foreign investors besides generating trust among the foreign 
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investors because of sizable government ownership and 
management. 
A  typical sovereign wealth fund  (SWF) will be a state-
owned  investment company like the China Investment 
Corporation or the GIC of Singapore which are owned by 
governments and invests their own money (foreign 
exchange reserves) in foreign countries. These funds are 
known as SWFs and invests in assets such as stocks, 
bonds, real estate, commodities etc. The NIIF is not such an 
entity and hence can’t be called as an SWF in the pure 
sense.
First governing council meeting of the NIIF was held in 
December 2015 and Sujoy Bose was appointed as the first 
CEO. India Infrastructure Finance Company Ltd (IIFCL) was 
appointed as Investment Advisor to NIIF Ltd and IDBI 
Capital Market Services Ltd as Advisor to NIIF Trustee Ltd.
Functions of NIIF are as follows:
1.   Fund raising through suitable instruments including off-
shore instruments and attracting anchor investors to 
participate as partners in NIIF;
2.  Servicing of the investors of NIIF.
3.   Considering and approving candidate companies/
institutions/ projects for investments and periodic monitoring 
of investments.
4.   Investing in the corpus created by Asset Management 
Companies (AMCs).
5.   Preparing a shelf of infrastructure projects and providing 
advisory services.
*********
Financial Stability and Development Councul (FSDC)  

The Financial Stability and Development Council (FSDC) has been 
constituted vide GOI notification dated 30th December, 2010. The 
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Council is chaired by the Union Finance Minister and its members 
are Governor, Reserve Bank of India; Finance Secretary and/or 
Secretary, Department of Economic Affairs; Secretary, Department 
of Financial Services; Chief Economic Adviser, Ministry of 
Finance; Chairman, Securities and Exchange Board of India; 
Chairman, Insurance Regulatory and Development Authority and 
Chairman, Pension Fund Regulatory and Development Authority.  

The Council deals, inter-alia, with issues relating to financial 
stability, financial sector development, inter–regulatory 
coordination, financial literacy, financial inclusion and macro 
prudential supervision of the economy including the functioning of 
large financial conglomerates. No funds are separately allocated to 
the Council for undertaking its activities.  

The Council and its Sub-Committee (chaired by Governor, Reserve 
Bank of India) deliberate on agenda items proposed by any of the 
members of the Council which broadly include matters relating to 
financial stability, inter-regulatory coordination, and financial sector 
development. The Council/Sub-committee deliberates on these 
issues and suggests taking appropriate steps, as required.  

ABOUT DIGITAL INDIA | 
Digital India Programme
The Digital India programme is a flagship programme 
of the Government of India with a vision to transform 
India into a digitally empowered society and 
knowledge economy.
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The journey of e-Governance initiatives in India took a 
broader dimension in mid 90s for wider sectoral applications 
with emphasis on citizen-centric services. Later on, many 
States/UTs started various e-Governance projects. Though 
these e-Governance projects were citizen-centric, they 
could make lesser than the desired impact. Government of 
India launched National e-Governance Plan (NeGP) in 
2006. 31 Mission Mode Projects covering various domains 
were initiated. Despite the successful implementation of 
many e-Governance projects across the country, e-
Governance as a whole has not been able to make the 
desired impact and fulfil all its objectives. 
It has been felt that a lot more thrust is required to ensure e-
Governance in the country promote inclusive growth that 
covers electronic services, products, devices and job 
opportunities. Moreover, electronic manufacturing in the 
country needs to be strengthened. 
In order to transform the entire ecosystem of public services 
through the use of information technology, the Government 
of India has launched the Digital India programme with the 
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vision to transform India into a digitally empowered society 
and knowledge economy. 
“A Digital Friendly Budget aimed at accelerating India’s 
Transformation into a Digitally Empowered Society”: Ravi Shankar 
Prasad  

Digital India initiative of the government of India has transformed the 
digital profile of India significantly. Some of the key indicators of this are: 
·         Phone Users: From 95 Crore phone users in June 2014, India today 

has 108 Crore mobile phone users. 
·         Aadhaar Holders: From 63 Crore Aadhaar holders in 2014, India 

today has 111 Crore Aadhaar holders. 
·         Investments in Electronic Manufacturing: Investments in electronic 

manufacturing which was just Rs. 11,000 Crore in June 2014, has 
increased to Rs. 1,27,880. 

·         Mobile Phone Manufacturing Hub: From 6 Crore mobile handsets 
in 2014-15, India’s mobile manufacturing capacity has increased to 
11 Crore mobile handsets in 2015-16. With 72 new mobile handset 
and component manufacturing units set up in last two years, India 
has emerged as a mobile manufacturing hub. 

·        ·         Common Service Centers: To provide digital services to 
common people in villages the Common Services Centers were 
created. In June 2014, only 83,000 such centers were active 
across the country, which has now increased to 2.05 lakh 
centers. 

·         Bharat Net: Optical Fibre Network to connect villages of India has 
seen rapid growth. In June, 2014 only 358 kms of optical fibre was 
laid. In January, 2017 1.72 lakh kms of optical fiber has been laid 
across more than 76, 000 Gram Panchayats. 

·         MyGov: A new platform created for participative governance now has 
over 40 lakh registered users. 

·         Jeevan Pramaan Portal: A new initiative to provide convenience to 
pension holders was created which now has 56 lakh registered 
pensioners. 

·         Digi Locker:  A new initiative to provide safe online document 
storage to citizen now has more 42 lakh users. More than 165 
Crore digital documents have been issued by the Government in 
these lockers. 
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·         Scholarship Portal: Online scholarship was easily made available to 
the students. 1.4 Crore students have registered under this. 

·         Online Hospital Appointment: Online appointment services in 60 
major hospitals have been started. Total 47 lakh appointments have 
been taken online. 

·         eNAM: Online National Agriculture Market was created so that 
farmers can get the best price for their produce. Today more than 
8.5 lakh farmers have registered on this portal. 

·         Growth in Digital Transactions: eTaal portal which measures the 
digital transactions of various eGovernance services has seen a 
rapid growth: 

·         In 2013- 66.25 lakh transactions per day 
·         In 2014- 96.9 lakh transactions per day 
·         In 2015- 1.85 crore transactions per day 
·         In 2016- 3 crore transactions per day 
·         Computerization of Land Records: Land records have been 

computerized in 31 states and Union Territories.  Record of 
Rights (RORs) made online for 22 States/UTs. Bhu-Naksha/ 
Map digitization done for 15 States/UTs. 

·         Digi Dhan Abhiyaan: To promote digital payments across the 
country, Digi Dhan Abhiyaan was launched in December, 2016. 
Under this effort of the Ministry, more than 2 Crore people and 
7.18 lakh shopkeepers were trained in digital payments across 
5636 blocks of 640 districts. 

  
Taking this pace of digital development the Union Budget 2017 has not 
only given an impetus to the existing efforts but has clearly outline the 
roadmap for future of digital development of India. It categorically 
focused on strengthening digital infrastructure and promoting cashless 
transactions in the country. 
  
Shri Ravi Shankar Prasad, Hon’ble Union Minister of Electronics & 
Information Technology and Law & Justice, GoI said, “The budget of 
Modi government for 2017-18 is historic and unprecedented.  This is a 
budget for bold India, clean India, eager to tap its potential. Based on the 
pillars of efficiency, transparency and inclusiveness, this is budget for 
Digital India. Enthused by the historic decisions of the government like 
transparency in political funding, demonitisation  of Rupee and the 
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resultant curb on black economy, the budget for the year 2017-18 is all 
about Clean India, Energised India and Transformed India.”  
  
Speaking on the relevance of the Union Budget 2017-18 to Electronics and 
IT sector, Shri Ravi Shankar Prasad, said, “As India is now on the cusp 
of a massive digital revolution, promotion of a digital economy is an 
integral part of Government’s strategy to clean the system and weed out 
corruption and black money. It has a transformative impact in terms of 
greater formalisation of the economy and mainstreaming of financial 
savings into the banking system. This, in turn, is expected to energise 
private investment in the country through lower cost of credit.” 
  
“Digital Economy aims for speed, accountability and transparency. We are 
also creating an eco-system to make India a global hub for electronics 
manufacturing. Over 250 investment proposals for electronics 
manufacturing have been received in the last 2 years, totalling an 
investment of Rs 1.26 lakh crores. A number of global leaders and mobile 
manufacturers have set up production facilities in India. A shift to digital 
payments has huge benefits for the common man. The earlier initiative of 
our Government to promote financial inclusion and the JAM trinity were 
important precursors to our current push for digital transactions”, added 
Shri Ravi Shankar Prasad. 
  
The recently launched BHIM App by the Government of India will 
unleash the power of mobile phones for digital payments and financial 
inclusion. So far, over 140 lakh people have adopted the BHIM app. The 
Government will launch two new schemes to promote the usage of BHIM; 
viz., Referral Bonus Scheme for individuals and a Cashback Scheme 
for merchants 
  
Aadhar Pay, a merchant version of Aadhaar Enabled Payment System, 
will also be launched shortly.  This will be specifically beneficial for those 
who do not have debit cards, mobile wallets and mobile phones. A Mission 
will be set up with a target of 2,500 crore digital transactions for 2017-18 
through UPI, USSD, Aadhaar Pay, IMPS and debit cards. Banks have 
targeted to introduce additional 10 lakh new PoS terminals by March 
2017.  They will be encouraged to introduce 20 lakh Aadhaar based PoS 
by September 2017.   
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Keeping in view the need to promote cashless transactions, exemption 
from BCD, Excise/CV duty and SAD on miniaturized POS card reader 
for m-POS, micro ATM standards version 1.5.1, Finger Print Readers/
Scanners and Iris Scanners been brought down to nil. Simultaneously, 
exemption is also extended to parts and components for manufacture of 
such devices, so as to encourage domestic manufacturing of these devices. 
I am sure you will notice that there are a number of other measures that are 
aimed at improving the ease of doing business and also for encouraging 
start ups. 
  
The focus would be on rural and semi urban areas through Post Offices, 
Fair Price Shops and Banking Correspondents and cooperative sector. 
Support has been provided for NABARD for computerisation and 
integration of all 63,000 functional PACS with the Core Banking System 
of District Central Cooperative Banks. This will be done in 3 years at an 
estimated cost of Rs 1,900 crores, with financial participation from State 
Governments. This will ensure seamless flow of credit to small and 
marginal farmers. The coverage of National Agricultural Market (e-NAM) 
will be expanded from the current 250 markets to 585 APMCs. Steps 
would be taken to promote digital payments in petrol pumps, fertilizer 
depots, municipalities, Block offices, road transport offices, universities, 
colleges, hospitals and other institutions, such as using the recently 
launched BHIM App.  A proposal to mandate all Government receipts 
through digital means, beyond a prescribed limit, is under consideration.  
Further, steps will be taken for linking of individual demat accounts with 
Aadhaar. 
  
Digital Inclusion remains of central concern to this Government. In order 
that people in rural areas are able to access quality services, the 
Government has announced that a DigiGaon initiative will be launched in 
order to provide tele-medicine, education and skills through use of digital 
technologies. For senior citizens an Aadhar based Smart Card containing 
health details will be introduced initially on a pilot basis in 15 districts in 
2017-18. This week the Cabinet has approved a scheme for digital literacy 
for 6 crore rural households– Prime Minister Gram Digital Saksharta 
Abhiyaan PMGDISHA which will be strengthened through the network of 
the Common Service Centre. We expect that this will further open up 
opportunities for livelihood in digital arena in rural areas. It is to be noted 
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that CSCs have generated employment opportunities for over 5 lakh youth 
in rural areas. 
  
Government is all set to launch the SWAYAM platform with at least 350 
online courses will leverage information technology and enable students to 
virtually attend the courses taught by the best of the faculties present in the 
country, access high quality reading resources, participate in discussion 
forums, take tests and earn academic grades. Access to SWAYAM will 
further be widened by linkage with DTH channels, dedicated to education. 
The Government of India is planning to introduce a new and restructured 
Central scheme, namely, Trade Infrastructure for Export Scheme (TIES) 
will be launched in 2017-18. The allocation for incentive schemes like M-
SIPS and EDF exponentially increased to an all time high of Rs 745 crores 
in 2017-18. Duties have been rationalized which will provide boost to 
manufacturing of LED lights and solar cells and modules. 
  
Commenting on the tax proposals, Hon’ble minister said, “The thrust of 
my tax proposals in this Budget is stimulating growth, relief to middle 
class, affordable housing, curbing black money, promoting digital 
economy, transparency of political funding and simplification of tax 
administration. Besides, reduction in income tax for smaller companies 
with annual turnover upto Rs 50 crore to 25% will make our MSME sector 
more competitive as compared to large companies”. 
  
Cyber Security being very critical for safeguarding the integrity and 
stability of the financial sector and one of the major factors behind the 
Digital drive, the government is setting up a Computer Emergency 
Response Team for the Financial Sector (CERT-Fin).  This entity will 
work in close coordination with all financial sector regulators and other 
stakeholders. 

A b o u t G o v e r n m e n t E -
Marketplace (GeM)
Based on recommendations of Group of Secretaries made 
to Hon’ble Prime Minister, the Government decided that 
DGS&D will create a one stop Government eMarketplace 
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(GeM) to facilitate online procurement of common use 
Goods & Services required by various Government 
Departments / Organizations / PSUs. GeM aims to enhance 
transparency, efficiency and speed in public procurement. It 
provides the tools of e-bidding, reverse e-auction and 
demand aggregation to facilitate the government users 
achieve the best value for their money. DGS&D took 
appropriate actions to align the existing rules to cater to 
GeM including swift payment to Suppliers / Sellers after 
successful delivery of Goods & Services.
The purchases through GeM by Government users have 
been authorized and made mandatory by Ministry of 
Finance by adding a new Rule No. 149 in the General 
Financial Rules, 2017.

 Marching towards Cashless India 
Bharat QR Code , BHIM and many more Apps for digital payment 
  

 
*Prakash Chawla 
  
Well before the November 9 demonetisation of high denomination notes, 
banks in sync with the Reserve Bank of India had been working on 
development of different technology- based solutions for electronic 
transfer of money. There were already systems available in the banks 
through which one could transfer funds from one bank or branch to the 
other, in a matter of a few hours. 
  
That itself was a good facility replacing quite fast the age-old money 
transfer through cheques which had to be, first received by the beneficiary, 
then deposited in the branch, sent for clearing before the funds get 
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transferred in the designated account. It is not that the cheques have gone 
altogether; but their usage is dropping rapidly. 
  
All these measures were underway even before November 9, but the sense 
of urgency was a missing link. Besides, different payment networks did 
not seem to be in perfect coordination while electronic payments for the 
sale of merchandise and services were restricted to credit or debit cards 
used either through lap tops or the limited point of sale (POS) machines 
available with the traders or the service providers. There was no sense of 
urgency, because there was no tearing necessity.   
  
But the withdrawal of Rs 500 and Rs 1000 notes, accounting for 85 per 
cent of the currency value in circulation brought in a sheer necessity for an 
effective and urgent alternative to cash. 
  
The fact that Prime Minister Mr Narendra Modi made a commitment about 
making Indian society less cash dependent in his drive to clean up the 
economy from the scourge of black money and corruption, put the entire 
regulatory, operational and policy- making machinery into top gear with 
the result that within four months, not one but several e-payment options 
have been developed, tested and launched. They can all be used through 
the low cost smart phones. The best thing about these Apps is that they are 
targeted largely at the excluded strata and would be catalytic in the world’s 
biggest financial inclusion programme. 
  
After the launch of BHIM – App, the latest is Bharat QR Code which 
works on the model of Paytm wherein the customer scans the QR code of 
the merchandise and then transfers the money from his/her wallet.  The 
only difference with Bharat QR Code is that just as BHIM, the customers 
at the merchandise point does not have to create and then draw money 
from the wallet. The funds are directly transferred from the customer’s 
account and transferred instantly to that of the merchant or service 
provider. Unlike credit or debit cards used at the points of sales, there are 
no charges involved. There is an ease of using App with no cost. As far as 
the integrity and safety of the system is concerned, the RBI is giving 
assurance about it. 
  
“Our systems are not only comparable to any system anywhere in the 
world, our systems also do set standards and good practices for the world 
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to follow. We remain vigilant for ensuring safety and soundness of the 
payment systems and are committed to customer safety and convenience," 
according to Mr. R Gandhi, Deputy Governor of the RBI. 
  
What makes the Bharat QR Code unique in the world is low cost, 
interoperability and an excellent collaborative approach by the payment 
networks like MasterCard, Visa, National Payment Corporation of India 
and American Express, which are otherwise fierce competitors.  “India is 
setting yet another standard in the payment arena for others to adopt,” Mr 
Gandhi said with a sense of pride at the launch of the new App in Mumbai, 
on February 20, 2017. 
There is a lot more that the RBI is embarking upon for making India a 
less-cash society. Under the Vision-2018, it is working on a multi-pronged 
strategy for an effective regulation, robust infrastructure, supervision and 
customer centric payment architecture that meets the strict requirements of 
cyber security.   
The government had constituted a Committee under the Chairmanship of 
Mr. Ratan Watal, Principal Adviser, NITI Ayog, to suggest measures for 
encouraging digital payments.  Having examined the regulatory and 
legislative framework, the Watal Committee recommended that the 
Payment and Settlement Systems Act 2007 be amended for a better 
regulatory governance, competition and innovation, consumer protection, 
open access, data protection and security, and penalties for 
offences. Accepting these recommendations, the legislative changes have 
been brought in the Finance Bill of 2017.   
On its part, the NPCI which has been giving big cash awards for use of 
digital transactions, has so far disbursed over Rs 153 crore to nearly 10 
lakh consumers and merchants through Lucky Grahak Yojana and Digi 
Dhan Vyapar Yojana.  These schemes are meant to make digital payments 
a mass movement. The response through the incentives has been pretty 
good with Maharashtra, Tamil Nadu, Uttar Pradesh, Andhra Pradesh and 
Delhi emerging as trend-setters. There has been a good response to the 
initiative from all sections and age groups. The only challenge would be to 
ensure that the same enthusiasm is retained after the economy is fully 
remonetised in the next few weeks. The digital drive must reach its logical 
end. 
***** 
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*Prakash Chawla is a senior New Delhi-based journalist writing mostly 
on political-economic issues. The views expressed in the article are 
author’s own.       
National Payments Corporation of India (NPCI) 

  
The Committee on Digital Payments was constituted by the Ministry 

of Finance, to review the payments system in the country and to 
recommend appropriate measures for encouraging digital payments.  

NPCI has been set up as an umbrella organization owned and operated  
by the banks. NPCI has been authorised by Reserve Bank of India under 
the PSS Act, 2007 to operate the following Payment Systems:  

  
(i)                 National Financial Switch (NFS) 
(ii)               Immediate Payment System (IMPS) 
(iii)             Affiliation of RuPay Cards (debit cards/ prepaid cards) issued by 
banks and co-branded credit cards issued by non-banking financial 
companies (NBFCs) or any other entity approved by the RBI. 
(iv)             National Automatic Clearing House (ACH) 
(v)               Aadhaar Enabled Payments System (AEPS) 
(vi)             Operation of Cheque Truncation System  

In terms of the various provisions of the Payment and Settlement 
Systems Act, 2007, RBI is empowered to regulate and oversee all payment 
systems. The authorised payment system operators including NPCI are 
required to follow the operational and technical standards laid out by RBI 
for the functioning of these systems, follow the directions issued and 
submit the information / returns prescribed. RBI also conducts supervision 
of NPCI (both off-site and on-site) and also empowered to revoke 
authorisation and impose penalties / initiate prosecution proceedings for 
violations of the Act, the Regulations, the directions issued by it and the 
terms and conditions of authorisation.  

This was stated by Shri Arjun Ram Meghwal, Minister of State in 
the Ministry of Finance in written reply to a question in Lok Sabha today. 
Press Information Bureau  
Government of India 
NITI Aayog 
25-November-2016 13:52 IST 
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NITI Aayog leads initiative to convert 100% Government – Citizen 
Transactions to the digital platform  

New Delhi: In a transformative attempt to weed out black money 
and corruption from public life, the Government of India has 
constituted a Committee of Officers to enable 100 per cent 
conversion of Government – Citizen Transactions to the digital 
platform.  

The Committee, under the leadership of NITI Aayog CEO Mr. 
Amitabh Kant, will identify and operationalize in the earliest 
possible time frame user-friendly digital payment options in all 
sectors of the economy. This is integral part of the Governments 
strategy to transform India into a cashless economy.  

The aim of the committee is to identify various digital payment 
systems appropriate to different sectors of the economy and 
coordinate efforts to make them accessible and user-friendly. The 
committee will also identify and access infrastructural and 
bottlenecks affecting the access and utility of digital payment 
options.  

To achieve expeditious movement into the cashless, digital 
payments economy across all States and sectors, it will engage 
regularly with Central Ministries, regulators, State governments, 
district administration, local bodies, trade and industry associations 
etc. to promote rapid adoption of digital payment systems. The 
attempt is to establish and monitor an implementation framework 
with strict timelines to ensure that nearly 80 per cent of the 
transaction in India moves to the digital-only platform. The 
committee will also attempt to estimate costs involved in various 
digital payments options and oversee implementation of measures 
to make such transaction between Government and Citizens cheaper 
than cash transaction.  
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The Committee led by NITI Aayog will also implement an action 
plan on advocacy, awareness and handholding efforts among public, 
micro enterprises and other stakeholders. That apart, it will organize 
training and capacity building of various states/UTs, Ministries/
Departments of the Government of India, representatives of States/
UTs, Trade and Industry Bodies as well as other stakeholders.  

Members of the Committee of Officers for driving a digital 
payments economy in India include Secretary, Department of 
Financial Services, Ministry of Finance; Secretary, Ministry of 
Electronics and Information Technology; Secretary, Department of 
Industrial Policy and Promotion; Secretary, Department of 
Investment and public Asset Management; MD & CEO, National 
Payments Corporation of India, Secretary, Ministry of Rural 
Development, Chairman, National Highways Authority of India, 
Adviser, NITI Aayog.  
Cabinet approves phasing out Foreign Investment Promotion Board  

The Union Cabinet chaired by the Prime Minister Shri Narendra 
Modi has given its approval to the phasing out of Foreign Investment 
Promotion Board (FIPB). The proposal entails abolishing the FIPB and 
allowing administrative Ministries/Departments to process applications for 
FDI requiring government approval. 

  
Henceforth, the work relating to processing of applications for FDI 

and approval of the Government thereon under the extant FDI Policy and 
FEMA, shall now be handled by the concerned Ministries/Departments in 
consultation with the Department of Industrial Policy & Promotion(DIPP), 
Ministry of Commerce, which will also issue the Standard Operating 
Procedure (SOP) for processing of applications and decision of the 
Government under the extant FDI policy. 

  
In addition, Foreign Investors will find India more attractive 

destination and this will result in more inflow of FDI. The move will 
provide ease of doing business and will help in promoting the principle of 
Maximum Governance and Minimum Government. 
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Background 
  
            The proposal for abolition of FIPB was approved by the Cabinet in 
its meeting on 24-05-2017. Presently, applications are considered by FIPB 
in Department of Economic Affairs (DEA), Ministry of Finance 
comprising of various Secretaries of Government of India for making 
recommendation on FDI applications. After the Cabinet decision, it would 
be handled independently by Administrative Ministries as per Sector. 

The Fiscal Responsibility and Budget Management (FRBM) 
Committee headed by Shri N.K. Singh presents its Report to the 
Union Finance Minister Shri Arun Jaitley today.  

The Fiscal Responsibility and Budget Management (FRBM) Committee 
headed by Shri N.K. Singh, former Revenue and Expenditure Secretary 
and former Member of Parliament presented its Report to the Union 
Finance Minister Shri Arun Jaitley today in his (FM) office in North Block 
in the national capital.  Other Members of the Committee including Dr. 
Urjit R. Patel, Governor, Reserve Bank of India (RBI), Shri Sumit Bose, 
former Finance Secretary, Dr. Arvind Subramanian, Chief Economic 
Adviser and Dr. Rathin Roy, Director, National Institute of Public Finance 
& Policy (NIPFP) were also present on the occasion. The Government will 
examine the Report and take appropriate action. 
  
  
Earlier, the Government had constituted a Committee in May, 2016 to 
review the Fiscal Responsibility and Budget Management (FRBM) Act 
under the Chairmanship of Shri N.K. Singh, former Revenue and 
Expenditure Secretary and former Member of Parliament.  The Committee 
consisted of Dr. Urjit R. Patel, Governor, Reserve Bank of India (RBI), 
Shri Sumit Bose, former Finance Secretary, Dr. Arvind Subramanian, 
Chief Economic Adviser and Dr. Rathin Roy, Director, National Institute 
of Public Finance & Policy (NIPFP) as members. 
  
The Committee had wide ranging Terms of Reference (ToR) to 
comprehensively review the existing FRBM Act in the light of 



 56

contemporary changes, past outcomes, global economic developments, 
best international practices and to recommend the future fiscal framework 
and roadmap for the country.  Subsequently, the Terms of Reference were 
enlarged to seek the Committee’s views on certain recommendations of the 
Fourteenth Finance Commission and the Expenditure Management 
Commission.  These primarily related to strengthening the institutional 
framework on fiscal matters as well as certain issues connected with new 
capital expenditures in the budget. 
  
The Committee held extensive consultations with a wide range of 
stakeholders.  It also received inputs from eminent national and 
international organisations and domain experts.  The Committee also held 
interactions with various Ministries of Government of India as well as with 
the State Governments. 
                                                            ****** 

Fiscal deficit for 2017-18 pegged at 3.2% of GDP and to achieve 3% in 
2018-19  

Total expenditure for 2017-18 has been placed at Rs. 21.47 Lakh Crore  

States and the Union Territories with legislatures allocated  Rs. 4.11 
Lakh Crore in 2017-18, as against Rs. 3.60 Lakh Crores in be 2016-17 
  
Defence expenditure excluding pensions provided a sum of Rs 2,74,114 
Crore including  Rs. 86,488 Crores for Defence Capitalwhile  scientific 
ministries allocated  Rs. 37,435 Crore in 2017-18. 
  
Greater focus on quality of expenditure and higher tax realisation 
from huge cash deposits triggered by Demonetization 
  
  
The Union Minister of Finance and Corporate Affairs while presenting the 
General Budget 2017-18 in Parliament today said that the total expenditure 
in Budget for 2017-18 has been placed at Rs. 21.47 lakh crores. With the 
abolition of Plan-Non Plan classification of expenditure, the focus is now 
on Revenue and Capital expenditure. Taking  note of the fiscal deficit 
roadmap for the next three years and considering the need for higher 
public expenditure in the context of sluggish private sector investment and 
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slow global growth, the Finance Minster Shri Jaitley has  pegged the fiscal 
deficit for 2017-18 at 3.2% of GDP and further committed to achieve 3% 
in the following year i.e. 2018-19. 
  
The Union Finance and Corporate Affairs Minister Shri Arun Jaitley 
further said that he has stepped-up the allocation for Capital expenditure 
by 25.4% over the previous year with the aim of fiscal consolidation, 
without compromising the requirements of public investment. Presenting 
his Fourth Budget for 2017-18 in Parliament today, the Finance Minister 
Shri Arun Jaitley said that the total resources being transferred to the 
States and the Union Territories with Legislatures is Rs. 4.11 lakh crore in 
2017-18, as against Rs. 3.60 lakh crore in BE 2016-17. 
  
Shri Jaitely said, a provision of Rs. 3,000 crore has been made under the 
Department of Economic Affairs to implement various Budget 
announcements and other New Schemes in 2017-18. For Defence 
expenditure excluding pensions, he provided a sum of Rs 2,74,114 crores 
including  Rs. 86,488 crores for Defence capital.  The Finance Minister 
increased allocation for Scientific Ministries to Rs. 37,435 crore in 
2017-18. 
  
In his Budget Speech , the Finance Minister Shri Arun Jaitley said  he has 
taken due care to limit the net market borrowing of Government to Rs. 
3.48 lakh crores after buyback, much lower than  Rs. 4.25 lakh crores of 
the previous year. More importantly, the Revenue Deficit of 2.3% in BE 
2016-17 stands reduced to 2.1% in the Revised Estimates. The Revenue 
Deficit for next year is pegged at 1.9% , against 2% mandated by the 
FRBM Act. The Government will further improve upon these fiscal 
numbers, especially the fiscal deficit, in the next year, through greater 
focus on quality of expenditure and higher tax realisation from the huge 
cash deposits in Banks, triggered by demonetization, Shri Jaitely 
concluded. 
Government constitutes a five Member Committee to comprehensively 
review and give recommendations on the FRBM roadmap for the 
future  
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In pursuance of the Budget Announcement 2016-17, the Government has 
constituted a five Member Committee to comprehensively review and give 
recommendations on the FRBM roadmap for the future. 
The composition of the FRBM Review Committee is as follows: 
(i)Shri N.K. Singh, Former Revenue Secretary & Expenditure Secretary 
&Former Member of Parliament(Rajya Sabha) : Chairman 
(ii)Shri Sumit Bose, Former Finance & Revenue Secretary: Member 
(iii)Dr. Arvind Subramanian, Chief Economic Advised (CEA) : Member 
(iv) Shri Urijit Patel,Deputy Governor,RBI: Member 
(v) Shri Rathin Roy, Director, NIPFP: Member 
The Terms of Reference (ToR) of the Committee are as under: 
(i)            To review the working of the FRBM Act over last 12 years and to 
suggest the way forward, keeping in view the broad objective of fiscal 
consolidation and prudence and the changes required in the context of the 
uncertainty and volatility in the global economy; 
(ii)          To look into various aspects, factors, considerations going into 
determining the FRBM targets 
(iii)         To examine the need and feasibility of having a ‘fiscal deficit range’ 
as the target in place of the existing fixed numbers(percentage of GDP) as 
fiscal deficit target; if so, the specific recommendations of the Committee 
thereon; and 
(iv)         To examine the need and feasibility of aligning the fiscal expansion 
or contraction with credit contraction or expansion respectively in the 
economy. 
  
                                    The Committee will make its assessment and 

provide its views on the expected impact of i ts 
recommendations on the General Government deficit and other 
FRBM parameters. The Committee will also examine and give 
recommendations on any other aspect considered relevant in 
relation to the determination and implementation of the FRBM 
roadmap. The Committee may be entrusted with additional 
ToR, if considered necessary. In this context, the Committee 
may consult Departments/Agencies of Government, experts 
and institutions, as considered necessary, and determine its own 
procedures. 
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The Budget Division of Department of Economic Affairs, Ministry of 
Finance will provide necessary secretarial and logistics support 
to the Committee. 

  
The Committee shall submit its Report to Government by the 31st October, 

2016. 
  
                                        ****** 
Government today constituted a Committee headed by Dr. Shankar Acharya 
(former Chief Economic Adviser) to examine the desirability and feasibility of 
having ‘a new financial year’; The Committee to submit its Report by 31st 
December, 2016.  

                    The Government of India today constituted a Committee to examine 
the desirability and feasibility of having ‘a new financial year’. The Committee 
headed by Dr. Shankar Acharya (former Chief Economic Adviser) has Shri K.M. 
Chandrasekhar (former Cabinet Secretary), Shri P.V. Rajaraman (former Finance 
Secretary, Tamil Nadu) and Dr. Rajiv Kumar (Senior Fellow, Centre for Policy 
Research) as other Members. The Committee will examine the merits and 
demerits of various dates for the commencement of the financial year including 
the existing date (April to March), taking into account the various relevant 
factors. 

About NIF
Drawing upon the Honey Bee Network (HBN) philosophy, 
the National Innovation Foundation (NIF) - India was set up 
in March 2000 with the assistance of Department of Science 
and Technology, Government of India. It is India's national 
initiative to strengthen the grassroots technological 
innovations and outstanding traditional knowledge. Its 
mission is to help India become a creative and knowledge-
based society by expanding policy and institutional space 
for grassroots technological innovators.

About Us
Goods and Services Tax Network (GSTN) is a Section 8 
(under new companies Act, not for profit companies are 
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governed under section 8), non-Government, private limited 
company. It was incorporated on March 28, 2013. The 
Government of India holds 24.5% equity in GSTN and all 
States of the Indian Union, including NCT of Delhi and 
Puducherry, and the Empowered Committee of State 
Finance Ministers (EC), together hold another 24.5%. 
Balance 51% equity is with non-Government financial 
institutions. The Company has been set up primarily to 
provide IT infrastructure and services to the Central and 
State Governments, tax payers and other stakeholders for 
implementation of the Goods and Services Tax (GST). The 
Authorised Capital of the company is Rs. 10,00,00,000 
(Rupees ten crore only).
  
Participatory Notes commonly known as P-Notes or PNs 
are instruments issued by registered foreign institutional 
investors (FII) to overseas investors, who wish to invest in 
the Indian stock markets without registering themselves 
with the market regulator, the Securities and Exchange 
Board of India - SEBI.


 PM launches National SC/ST hub and Zero Defect – Zero Effect scheme, 
presents National Awards to MSMEs in Ludhiana; PM dedicates three 
power projects to the nation 
The Prime Minister, Shri Narendra Modi, today launched the 
National SC/ST hub, and the Zero Defect, Zero Effect (ZED) 
scheme for MSMEs at Ludhiana in Punjab. He also presented 
National Awards to Micro, Small and Medium Enterprises 
(MSMEs). He distributed 500 traditional wooden charkhas 
(spinning wheels) among women.  

Speaking on the occasion, he said Ludhiana is an important 
economic centre, and therefore, it is natural to launch a scheme 
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related to MSME from the city. The Prime Minister said that the 
MSME sector is crucial for the economic progress of India. He said 
MSMEs must match global quality control standards.  

Talking about the distribution of charkhas, the Prime Minister said 
Khadi is a priority for us, and a charkha at home brings more 
income. He said Khadi is marketed well now, adding that once upon 
a time, the apt slogan was ‘Khadi for Nation,’ but now it should be 
‘Khadi for Fashion.’  

The Prime Minister said that a spirit of entrepreneurship among 
Dalits will benefit us. He added that there are youngsters whose 
dreams are to create enterprises and jobs.  

Earlier, the Prime Minister visited Mandi in Himachal Pradesh, 
where he dedicated to the nation three hydropower projects – 
namely, Koldam, Parbati and Rampur.  

Algorithmic trading (automated trading, black-box 
trading, or simply algo-trading) is the process of using 
computers programmed to follow a defined set of 
instructions for placing a trade in order to generate profits 
at a speed and frequency that is impossible for a human 
trader.


Angel Investor
Angel investors invest in small startups or entrepreneurs. 
Often, angel investors are among an entrepreneur's family 
and friends. The capital angel investors provide may be a 
one-time investment to help the business propel or an 
ongoing injection of money to support and carry the 
company through its difficult early stages.

http://www.investopedia.com/terms/s/startup.asp
http://www.investopedia.com/terms/e/entrepreneur.asp
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Committee on Digital Payments headed by Shri. Ratan P Watal, 
Principal Advisor, NITI Aayog and former Finance Secretary submits 
its Final Report to the Union Finance Minister Shri Arun Jaitley today 

 What is Google Tax or Equalization Levy? 
The term “Equalization Levy” colloquially called “Google 
Tax” had made its first appearance in this year’s budget 
documents. The Government has put a 6% equalization levy 
on the income accrued to a foreign E-commerce company 
which is not a resident of India. This would affect Google, 
Amazon, Facebook etc.


