AT TR
Government of India

IEEEEIE)
Ministry of Finance

Rca #aew ¥ gafrua fAca gadt Tarft afafa (2020-21) i w=Hiwdt RuE, 1740 aw qGsm A RENAT F FRTTIT
fRufy & war & #edT Req #70 siod Fster Haree qarr @ wom & far e arer a@qew
STATEMENT BY SMT. NIRMALA SITHARAMAN, MINISTER OF FINANCE IN THE LOK SABHA REGARDING THE STATUS

OF IMPLEMENTATION OF RECOMMENDATIONS - 25™ REPORT OF THE STANDING COMMITTEE ON FINANCE
(2020-21), 17" LOK SABHA, RELATING TO THE MINISTRY OF FINANCE.

391Ed, August, 2021



fawa- g INDEX
hH fawar avg 75 N | Contents Page No.
iren) | iren) | No.
1. AAd fodor darme, faa #& gro i 1. Statement by Smt. Nirmala Sitharaman, i
I Minister of Finance
2. ey - feaiw 16 &AW, 2021 & @& 1-46 2. Annexure — Action Taken Report on the | 53-79
THIRST WA H 9¥gd fOd  #Fed Recommendations/Observations contained
. h .
(e e, cara, fae e e i the 257 Report of the Standing
. : . committee on Finance on Demands for
o W ‘ R Iiil.) S 2021'22‘ Eﬁ Frgeret Grants 2021-22 of the Ministry of Finance
# AN W Weg fAca wedh Furh (Departments of Economic  Affairs,
gafa i ge=hwdt ROie & afeafga Expenditure, Financial Services and
mRel/feaPrt T Fars Investment and Public Assqt Managemept)
presented to Lok Sabha/laid in the Rajya
e Sabha on 16th March, 2021.
3. qeuE 4752 3.  Appendix 80-85




faaEed & 9e 73-F & dgd AT HETET AFAHT IR
feeiw 1 RdeR, 2004 & o | gafesd smerll & @Ay F
AT H I A AFN (2021-22) F Faw A Bed § wag
Tyl gfAfa (1747 o @) $r 264 R & AR
ARt & Frafeaas @ Fufa & d@au F aF wom 7
st 02.08.2021 & Rar < areT FEFAH

H, AT ETRT, oleh HAT & A & JaEor #, 3 a
faemrer, s faermer, facda daw fasmer va f&ger 3R e 3nfea usas
o @ TeIftg Rea w@«th Tl gf@fa (1748 )F gem) i 25dt
o F @Afgg RERel & sRvaaa & BAfa & d69 & ghey &
AT FHTT AT g |

fad #FeI $1 3eIel T AR (2021-22) H ST F OHET H
faca @l Turft a@fafa (1747 o @em) & 2587 Raic 16 A, 2021
F Al THT H 9&gd $T 5| A9 RO A, AT F [dffes 73t |
fra-faad fFar ik R (13) e & § St gega: gurdadr
T HJAW, Fipd HARAT & gEAA 39T, TATHUAS @ IR,
SATST I YA, THR & 3UR, Torhy afaehedn, adsfas a7 &
gt @ fafager, fa gafaAor suel faffes 3k 3nfea geus Fael
£ T, R R SR (@UEI), S R IR A
& H URINES & FEfAd gl
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STATEMENT BY SMT NIRMALA SITHARAMAN, MINISTER OF FINANCE, IN
THE LOK SABHA ON 02.08.2021 REGARDING THE STATUS OF
IMPLEMENTATION OF RECOMMENDATIONS CONTAINED IN THE 25th
REPORT OF THE STANDING COMMITTEE ON FINANCE (17" LOK SABHA)
ON DEMANDS FOR GRANTS (2021-22) IN PURSUANCE OF THE DIRECTION OF
THE HON’BLE SPEAKER, LOK SABHA VIDE LOK SABHA BULLETIN, PART II
DATED 1°" SEPTEMBER, 2004, UNDER RULE 73-A OF THE RULES OF
PROCEDURE AND CONDUCT OF BUSINESS IN THE LOK SABHA

I deem it my privilege to make a statement on the status of implementation
of recommendations contained in the 25th Report of the Standing Committee on
Finance (17" Lok Sabha) relating to Department of Economic Affairs, Expenditure,
Financial Services and Department of Investment and Public Asset Management in

pursuance of the Direction of the Hon’ble Speaker, Lok Sabha.

The 25th Report of the Standing Committee on Finance (17" Lok Sabha)
relating to examination of Demands for Grants (2021-22) of Ministry of Finance was
presented on 16™ March, 2021 in Lok Sabha. In their Report, the Committee
deliberated on various issues. Thirteen (13) recommendations were made by the
Committee pertaining to preparation of realistic budgetary estimates, optimal
utilization of funds sanctioned, relief to MSMEs, Interest Payment, Government
Borrowings, Fiscal Dynamics, Disinvestment of PSEs, setting up of Asset
Reconstruction Company Limited and Asset Management Company, Development

Financial Institution(DFI), Sovereign Credit Rating and FDI in Insurance Sector.

Action Taken Report on the recommendations/observations contained in the
Report has been sent to the Standing Committee on Finance. Present status of
implementation of the recommendations made by the Committee in its 25th Report is

indicated in the Annexure.

I would further not like to take the valuable time of the House to read out the

contents of the Annexure and request that this may please be taken as read.
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Th IR 39 9ER
rdegaeT Co
sfFadY iR
THAINS &
HFRICHAS YAl§ &
£2115 e S S ) §
ot # AcE Ae
T

13 13 | &fdfa sl adr| 1. Fg PR F AR AT Huen (faceh Haen) aaua &, | Shognl AR e
g & dar & Shaer | 2021 & 19.05.2021 & HfOGRT Far g1 57 AT &F gIam 39 oy (faeel
dr  #r  do | fhr o § 3R S facel fager arelr sivd e sufaat & aree IGEE I ELC
2.82% @, SH&fk | e fEad gl @, 2019 &
AT @AT 1% | 2. et 6T 7T FI&T 39Tt 7 Teh HigT AN 37 TR g RCG IR
T HA g, S G i.  facel fager arell 9RA™ AT Fufadl & F9U A §a0 T forar r § e
o &uif & |ed At & ¥g 3usy Far o § & Peus Asar & sifteiera: o feetien
9 gl @A AR ygE vevs Wase aRd anie gl a7 38 o 19.5.2021  &r
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w4, | fawier fAwmfer TWHR GRT & IS FRAS TR GRT T | feouolt (3fg
e T IEfFd 15 8)

1 2 3 4 5 6
Seidar # & Hir e & S g F sEd Iwe, yey fAgwe 3R A yfga R
aRTERar 3R FRFRT IAFN 7 T &7 T F7 T IFse ARAT A0S I CTIED
Agd & R #H =l 14.6.2021 &
SRR G @Y i. 3Aarend ufaed & A’ el Aoy el aRdT Sar FHue 9 ot
Helg St &l 39 & fav frafaf@a sfafe grar 3urt $r cgaver $r a8 g & 2 (2021
a1 H uHAES ®. T a¥ Sas fav sfdadt QI o arsier & eerdreT ) F
49% & 74% TF frar arar & 3R s for R off @ag dfeddr AEIH F AT
o F HEY H, AT Aledd! & fRF0T &R & 1.2 -1 & A o g, gag IR
afafa AqH fod af & fav g o &1 v gfded | HaR®w  FER
War ¢ F saw IRfEAT IV 7 @ Free; 3#R LT
far Y 3R g 3Uh A d F w7 ¥ FA gUw yfard T@ad ERIGIERIE!
Helcad # gig &l fAeers g, 59 d fF 8% €15 FT 37eTeT U Tadd % GRT TR
k109 CES e 77 g1, 50 AW & 915 & FH A HH Uh-fags A Afa & aRome
g, Tadd fAgers enfAer gt gRade fde v
SATARY, C1y 3h% NaTdl, IEIARINE o ghad frar § &F 3mSamSsns gl
3cEl,  HafaH | 39dE H e gRAd we & AT PRERET 9 waifiid s d
I gt 3R | afshar & 2 gah e,
IqRF AT & nfdes FRY
Yy AT g H faemr (2gv) &
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#.4.

TRIREr

TRIREr

THR GRT T IS PRAS

TIEHR gRT Edigped
ar Ediepd

Reowoft (afy
15 &)

yalg geml 3E%
IfaRad, wfafa
T gIa & & I
g T
smeer & &
Fafagl, fay &
¥ ARt T
aren, 319t
gfdeganst @
& & el
A T geew
k108 CCoc:)

(TEISNTIHTS)
gRT 3fad  geem
3urit 3R fAeRmE
FT UleeT fRar
S|

GRT deefir
%ar AT 7
TETeT &
gfshar Tt ST
W gl
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T AT faxrare i foera S it eoraer & 9ee # 999 9=

TS

39T § AFHLAAT [ATATI & TGeT & HaeAw & ‘A« 9% % TG § U A% o<1 o7 (T @3 #@e7 % €9 # 927, 99 ¥ STUwsts, 947
T | e AT A< 6897, TS URels) i Sasdsdl Heqd gs, ST [A19ee & F Jiqhies saa=dr Eaaraor 7 sAraeasharst wf 27 Haml 39
e 9% & fO<iT FAS F AT 9T Th7 AqE<AAT § G5l &5 % [oer F7 Ggrehe Ffae Fd & T9AT 6 ATeqdH (FdA97 T il AT FA H AT
AT STUTErT g1 78 ff Agcawut & & = wver &Y e arore w7 f7 A g1 a9 Suwes 37 HErar T2 F1

g a7 & B SF0/ETUwNE 7 ATIF gl F TATRd L, TS Hl [SARAqTAT T THILTT FeA H AZAAT FHeed qAT =i &1 fFaer #v
TeAT R FA § THTaeTet AT AaTe 81 a7 ff STuwens fae™ 93 1T 81 T4, S eq79 oA e S it ariHd Fd 92 Had
TFT & 7 T s T goid o FF10% a9 2000 F LESAAT &7 H SATErhier STURSS I 1L GIT SHTET (STSFTEE, @die o1 [Hin) s a7 ateq

ERIEIIR T

1990 F =TT § STTHAE

FT 1990 TF STUFHATE § T (HTTITT F FTT AT TAN-TTq THATH BT TN I HIAASITET JoATahe Gael TZaar UH I TATq 98 STeqaer
q Fafaq off, ST FATeq 2 @ oft 9o Rt T arer wieT S AT HISenEuaHl, S 3w dgd? ¥ § Hel AT a7 H "EAF &l dhd &, F &
ArzHa/sAta o fu s o aewnl afatE (@ Rt w1 atrgfasr vd tes aar sfagfa fa # seda afaff =, 2002) #v stafaatag
TRl TohT AT TAT il Y A FTA o T e At Afeae |§ q8i o Ty (qrasti=eh Fsit AR Tar 7E e H07 Had 1197 & (70 51 7|
FfeaeT, daeiserg yfaeqet F fory Tt #r @ier @t oY ATt Hhe Tt 97 qUAT AT SAcAHF Jae qrfad g2 T s #, srEHTsmSEers T
ATESTSATSTE ATASIH S & M0, Sel{sh ALTEHHISE Teh TASTOHHAT (-1 Fofiar wieem) F &7 § wrivq g2l
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TS STUHSTE, Y MFITHaAT

o Sruwsns F s F et frw, T sEEeET G s G 8 % Rt § st e g2 810 3w e i O aer awd
Sruwars T STFT AT AT AUAEHRL, ST F U I TAT SATTF FAX UL STURSAE T GAAT AT AT, ST ATEHAAT & HT UF AT goft
(ITATHF E0T) ITASH FATHT T ATHLAAT ATSTATSA (THATSUT) TAT T % SAAIIT0T T9T 5 JUAT feforas &t srefeaaear a9+ § 397 &l 87 a9 +
LEAERIRETR R EEE CA e Y

FAE a5 2019-20 H, TLAHTT 7 3T 1= qUT § FFE=qT &7 § 100 AT@ FUE FAT & AL 6 T A&F hl A9 67 T | T Too9(H H, Therent
] H FAgH 3T Be/atiF €9 § 209 TRy, g Uasmsdt § omftae BT ST 96T g, T AT =24 Fed gq TR g0 siae-Hare i wrd
T T TS AT TAT AT| THARH F T i a 2020-25 F 09 9 | 111 AT FUE TIC % F AATAT Aaee=T fAarer £ afiweaar £t 12 2
T A& B QI g T ity fAor £ sraeaddr g1 AfE At UF AEcarniett FHH g, UAAET F fAAreor §, Fer (e % 8-10% A &Hwr
T STuhars 7 fAteraor £ afwerr £ 1€ )

FFGTAAT Faqaryor i FEaar

AAETAAT (A aToor Sreriarer 7 o7 FreT saea F71 Zrar & T7d 0 &l [AFA wad AT & Tahal TaT1g & 71 irar g 7 & Iemearar
& ST SEAIT || TAT, AT TG % AT UH Eaoor § S siafifed arar gl 0 &1 Sr=iare T, FTIead= § Saraterd Gaaar ao seqat
& FAITET § AMTEadr UH THE FIF &, ST S &l i F3d gl TIEIard TS & FEeIrad 92 [T 31 § #7116 HIaie S &
ot oS =&2ort § e oft stafetea gurtas 921 grar 2, S AT o @9

AT H S ATHAT: ATECAAT & T 07 & F FHALT & ST 1o o1 I a9 & I €A1 &7 & QU TT §F I F TF of &€ 9T a9 gt
H JHTIOT BIAT 81 THe ST FHIT §| AT, STk 5% ATARAL AATATE STHT T T 8, ATGLAAT [aqaraor § reararer =0, S & 20-30 a9 & forw
gIAT B, ATTHe g <raiarer fAaaraor 7 e 7 o g ¢ (6 sferenier 9% oifeq a7ar J6qad (TUAUH) TAq7q ST ST (L7 Al Sieaq srafer, S &
AATATIF AT § TAT ITATATS KT Fl TUIC gl HY Tohd, FT TTHAT FHAT T2AT g1 T, ATHAAT SUTGH F FAET ST F FATTET KT hl AT
SATere BT &, ToTHehl S=oaY 4TS &1 o ATEAT | TG qgl ol ST Fehe T 110 SHE TATSIAT o0l STHETHAT TATIAT BIdt 8| Sl 0 T Fel A1@ I G
1@ H U T %0 F AqHT F el g, S ATE H agl AT Aeqdl § qatdd &l T2| THE Hered = qTasi+ah &7 % g 9, AT AT ST Shi qaT
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TASTURHT IYTLETATSAT 7 T SAETT T BIE &AT g1 T, STIGH AT ATAFHAL AT S 6 ZEH AT g F11h A § FAME F1€ JI512 F 7 93q7eq €9 &
oreqa &, T &1 T3 €9 § T, ST a6l AqEAqAT [aqaraor dereft sroeArsti w1 927 F 95

< SruweE weeft gfeor
TH 39T g e, fafeem, warfie, afemem sgae, Soare a9g, S9ThE, SR TAT UF S fT sraedshar off a1 7g 9T UF a7
TATAT STHRT AT Toh| o1 7 STUHSITE il TITIAT g A erad groshior &l 9T 4T

T — THHRT IZ9F AATArer T FEAT KT AHIT FIAT 9T, ST TOITIT TAT THRATS G ATIOId @f, SEH T Ahed w< q9T ST
STATASE/IALETAT BTl STURSAE & AGELHAAT o [qaraor g drarate & & &= | T i {ShaAarsi w7 A% & F AT 21l 9T gl
<o TS &iF FAwRAdTy o\ Tgoqell 9¥ Y F7dl g, SIUHRaTs UF ST YaTar T9T IoIE FT w1 S| T U ATIH AT<eT SR ST STae =T
& oo AT & A1 & [uias €9 § qRaiad Fid gq AT a7 Seanerih T2\ T THH SEH ISTAT T AT gRIT J4T 3895
ATFHT § TH T2 HT AGTF €T § ATH 6T [0 T Tiaw w7 [aitd B S it S9meadT g1 smaed® 9 F, S 9T S9Tied aqarsi &
AT ST | AT TS ¥ TAT STEH Tl FHF FA S ST A0 & o 3o 70 STy 7 straesand T gnft| 95§67 &1 41, T2 o
Tt S = stferger sar g orame |adt stferger, sEa=ar a7 oIy 39 Sha = % " TSI i Jgadr T&TT e 2T T8990
THT TOITAT &l [AR (T Fe & (70 Five TATE g JTSITE Rl GATIT FA & (G102 HaH § T AT 3T g T80 | STHE1 & 2, qive G
T TH THAT FT IZ9T ATHAAT TATSTATSA o6 To1T STURSTE GIT TeAeT 0T o {7 ATSITE T 1T T 3T Tl AT FEAT g

ATFara#17 Z7=7— AT & o0 S9a Hewyet AT 7 AT qgcaqul gl T i [ATorse [ ar T 9 § GSil $9aTT T 9@@T o @l
AELTFRAT HI T@d g, STUFHATS I 377 TASUFRATS (ATare, e, Uas dF T97 TAu=eET) 9% a0 (Gawqul @i+ & Faid TATed (#aT S|
FTHE 19T — AT H STURIATS ALRT ol QU TATH aTell SeqT g Sif §6qT &y FRuwar a9m greofigar § fFeam™ &1 agrar & Sed 18

gTeaeft a2 9T HATEA e H 9eH gR| BEERT § 74% % w1/ a7 aa = fRar S 99ar § S 399 U9 AT aEradl §
TR 21 3T afi=Te fAawga 2l
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STHITET AT T THET - ATHATAT A Al FAAT, TATTSST TAT TRIAT T STUeATH T G2T FA 6f g1 F 1< /AT STTaT g1 Tg FIrEr aw
TreaTe 9= FEM| ALHE Hl TTHE ATAT GEAT BI & qTaSE, SO [H0T o % AT § Tqs T@T T97 g TRETdT & T 3297, 38 Haeah
freama T Sgcay e 1 FHTATCATE &1 &9 § T@d gu, g SeAT THATET FA=0 TAT FIEAT 6 THAA0 & (o7 Tqq= (HQerhl & sAT9e T e &
Aty Agers A g ST g A1 T TS UH 1T 7 T FR| qerastT arene i agiaat & A grfh sSrfaw a=ma 2q st
& ¥ FEd ATHIST & [A%g EeATITT 3Teed FU U gl TTHTAAT AcqaIuor & &% (6g % &9 |, Tg TeAT HIS[ET [AFFHl & S Toearat
T H I=aq ATHIATET HIAHT Fl T w56 ©F H ATATUIN | HET SR STeahTd, &I 0T TR TAT T TR SATAHTLT Al SHHT T5
=Y F TIATIO qoT T w9 § gfwtend £ T 2

FEITR FISHIAT - T8 TEAT T 3G TSRO 4TI, TATT TT TR F AFH=T HAquroor i Tohe T 6 o7 o dag Sravater ahgrsn
B zEa qfESET ST, AT Frere, R O SO/ AR R T S O SHE U Ta T aiehe/susil g arteh iR ST
STater o I TH T af 1 76

FEATEAT FT JTAT - FATH ARG ATAT HI9AT TF Tg= % da9 H STURAS 1 AFAAAT AAT Haed 0 gl TH T, 0T AWM, TERHET M,
AAFT | Ze, THH G AT q1ve 6 vauasn? Rafq, Toe daT qo wfesy [fer zonts § Faer i o= Rafa % =1 § Suwers & o =@7aw
ATT ATelt et it Suerssrar gt £ 12 g1

AT 79T~ 4 TASUERSAE | & TAH T 297 il HHE 6 Ueh AT HIT FIET ST AT 3T g1 TH STUFSAE AT 9T T FIA F ATeTHT | T70q
AT T 2 ST 9= | & AT AT g1 98 Tt €9 7 IeAted St GgdRT & HeAH § 979 7 e Y& F (SHH Tesadr 94T aree
STHTAL T Fls SATT Tl @M1 TH A § [o(l STUHATS il SATIIT FI g aHFHRET 3ua¢ v 77 &)

STFTT . ATRTT AT ATRTATAN F A1 7€ STUhers afiad= rusftl 20,000 F402 &9 £ Ak Oot q91 1 &1 Fag &0 i qfdehd oot 78
gAfe=a Faft 6 98 99 A7 SaeTFwar & FT3e ATeHd i GIHET AT FT GHdT gl Tg a8 07 T HT TAT TH ATAT I FE HT 6
Striee &7 e BT STo) o AT a9 q2eT g T8 S ° wad 5 ST Jua § T¥eqaeT & A 981 Saa T TarsHra &
TorT ey TSI &7 YTeq 2T, STTUq AFeFFTAT ST AT SR EHE STATSA F AT g T 2Ti<h T&TT FHT|
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T |, STUHRATS Y FL=AT qAT FETGS % forw w2 yrerfierard € 3w Ao ot €:-

o g T FEAT T 7S fuwens F oo Rewrarers Tu A< sgeT, e g @l

o FAHTHAT FATATTT F forw atve qur Shafess aree fAwfaa w1 gg fafoe &

o 100% ST THIT FT GTIAT & T SALH F0h HF § FH 26% T & 11 Traaagdr

o TTHTT o e, fGefim/agwefia wearsit, Tore ffea, damwatst & fow st 1 g

o TF AT ATE, SHH 50% AT e g

o TS F AeF TAT A-ACHIET Tl o &7 § Wz =ARFAT il ThHeheq= T 6T 72 2

o UTETor ARerl FT s va Aehiaa Fee it orf<h are &7 a7

o FTSITY HTHH! I ST TTLEATHE ST HET a1 & TATAH ol SR U FLA hl AHAT T&TH H2aT gl

o THST TAT STUHST % ToIT IFA< A HIHT TAT FAT FIARTA

o TIATSHAT & ST A o AAT-(AT AN % (T IUAh ICATEI T ATTF THE

o 53 H UF A AMATT HTATACATEA THTEAT

o T AN HTETTIOT Zq e TAT Hgraar

o ATATH & F FIod ATHATSI T A= F FLeAT

o AT S it Ta9eT T UF =ER

o TEATHA Y TR H ST 9% wiFd

T YT AYATA TAT T 8, ST 1980  TF, T AT STUFRSAS SH [HSal TAT UAUTFAT Tl TATIAT AT AT AT, T =T Iiomam | Iasit et a0
q fAurters =7 & Taear Fr q9iar 2|
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FIATIT JISTAT

o T STUHSME AT TATHUT T g ‘TR raev=ar Faaaras fFama § e, 20217 #r 998 F |1 qadi g a3 @7 € 290 3 #i1
39T 28.03.2021 =T srterfeataa foraT T 81 srterfeae i fEfsrer emrett v steegf=ra < oo @ g

o HET & IT-FTUFTL T T TG ATUH 9207 | | AT (AH T MIRE F TETY) TAT &I LA ATHIT 9@t H Harhe FHaersw dea
(FTATET) FT T AT SITUITT| VST, THE THTA, AT H TOIRTIeTeh (HQLTRT & qTH shl STAMET HA g AT FIT

o THEF AT g, At Rt qur Bt i &= fBFr smom)

o JEThe FI TITIAT g THET TXHIARTAT & =TI & [T T&qTT g AT (ATTHAT) ST AT AT 747 g1 TS Treiarar &1 ofter g1 e & form
STTUATT| qRTHLETST B T3, THAMAT AT F, ST Clehid, ST A oot &7 St 3T § qgEdar Ta S|

o STUFSE F 2021 3 T TATATLT gIe hl FATAAT g
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Annexure

Statement showing Action Taken on the Recommendations/Observations contained in the Twenty fifth Report of the Standing
Committee on Finance presented to Lok Sabha/ laid in the Rajya Sabha on 16™ March, 2021 relating to Ministry of Finance.

S.No. | Recommen- Recommendations Action Taken by the Government Whether Remarks
dation No. Accepted or (if any)
Not by the
Government
1 2 3 4 5 6
1. 1 The Committee note that the budget | Hon’ble Committee’s recommendations Accepted ----
outlay for Department of Economic | have been noted for implementation. It is
Affairs as a whole is at ¥ 99549.53 | stated that budget outlays are generally
crore i.e. a rise of ¥ 47890.57 crore | made anticipating the approval of the
from the previous BE 2020-21 which | schemes by the Competent Authority.
was ¥ 51658.96 crore, while even the | Expeditious scheme implementation
revised estimate for FY 2020-21 | depends on many factors such as drawing up
stands at just ¥ 38645.88 crore. The | detailed scheme implementation guidelines,
reasons cited by DEA for the | selection of implementing agencies,
decreased fund requirement by T | compliance of various statutory
13013.08 crore at RE stage include | requirements before release of funds, etc. In
lesser proposals received towards | certain cases, sluggish responses than
Assistance for infrastructure | anticipated results into slow pick-up of the
Development- Viability Gap | schemes.
Funding, revision of estimated total
value of gold deposited in FY 2020- Regarding the NIF, the decision of the The
21 under Gold Monetisation scheme, Cabinet taken on 27.1.2005 regarding recommendations
non-requirement of funds towards creation of NIF and utilization of 75% of | of the
subscription to international | the income so generated to finance select | Committee are
Monetary Fund, decrease of T 11000 | social sector schemes, promoting | based on the

crore towards inter account transfer
for National investment Fund (NIF)

education, health & employment and the
balance 25% on capital requirements of

decision of the
Cabinet taken
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S.No. | Recommen- Recommendations Action Taken by the Government Whether Remarks
dation No. Accepted or (if any)
Not by the
Government
1 2 3 4 5 6
etc. It is further stated that most of | profitable and revivable CPSEs, has been |on  27.1.2005
the savings were largely due to post | revisited by the Cabinet in 2013. and the
budget decisions/non finalisation of allocations out
schemes/situations arising due to | The disinvestment proceeds are being |of NIF are

Covid-19, exchange rate variations
etc. which could not be visualized at
the time of framing of Budget
estimates. The Committee
understand and appreciate the
challenges faced by the economy
during the pandemic and measures
undertaken to resurrect it but are of
the view that some factors such as
'non-finalisation of schemes' could
have been avoided with greater
diligence and objectivity while
formulating the Budget Estimates.
Also, adequate modeling to factor in
various exigencies should be done
from time to time to be more
prepared and soften the sudden jolts
to the economy. The Committee
would like to point out that draw
down, from National investment
Fund (NIF) over the years-have been
quite limited. In this regard the
Committee would like the

allocated for Health & Education and other
infrastructure sectors like Ministry of
Railways and Ministry of Road Transport
and Highways. The investment in
infrastructure sector not only facilitates
creation of capital assets but also has a
positive impact on employment generation.

The details of allocation to the above
sectors out of total NIF allocation from
2019-20 onwards is as under:

(? In Crore)

Allocatio Actuals (Prov.) RE BE
n/Utilizat
ion out of 2019 - 2020 2020-21 | 2021-22
NIF
Disinvestment Utilization |Allocation| Alloca-

receipts
tion

Total 50304.33 67969.38 32000 {100000

being done on
the basis of the
revised Cabinet
Decision.

54




S.No. | Recommen- Recommendations Action Taken by the Government Whether Remarks
dation No. Accepted or (if any)
Not by the
Government
1 2 3 4 5 6
Government to make gainful use of
the corpus fund as mandated i.e.
utilization of 75% of the annual
income from the fund for financing
selected social sector schemes which
promotes education, health and
employment. The remaining 25% of
annual income is for meeting the
capital investment requirements of
profitable and revivable Public
Sector Units.
2. 2 With regard to the allocation of ¥ | It is stated that a major budget provision on Accepted --

99549.53 crore for 2021-22, the
Committee were informed that the
major increase was on account of
provision of T 44714.64 crore under
the Head "Support for
Infrastructure Pipeline", which is
meant for projects / programmes /
Departments that show good
progress on Capital Expenditure and
are in need of further funds and
provision of ¥ 29500 crore made for
inter account transfer in
'Appropriation to the Contingency
Fund of India' for enhancing corpus

Support  for  Infrastructure  Pipeline
(%44714.64 crore) has been made under
DEA grant for F.Y. 2021-22 which would be
utilized for projects / programmes /
departments that show good progress on
Capital Expenditure. Secondly, another
major budget provision has also been made
in DEA Grant for F.Y. 2021-22 for
Appropriation to the Contingency Fund of
India (329500.00 crore).

2. Further, enhanced provisioning of BE
(2021-22) in r/o National Investment and
Infrastructure Fund (NIIF) (R4500.00 crore)
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S.No.

Recommen-
dation No.

Recommendations

Action Taken by the Government

Whether
Accepted or
Not by the
Government

Remarks
(if any)

3

4

5

of CFI from % 500 crore to ¥ 30,000
crore. The other increased demands
are for meeting payments towards
interest equalization support to
Export Import (EXIM) Bank,
increase of ¥ 4500 crore for NIIF,
loans to IMF under New
Arrangements to Borrow (NAB) etc.
The Committee would like to
emphasize that Department of
Economic Affairs should endeavour
to be a role model and set
impeccable example for other
ministries/departments in
preparation of realistic estimates
and optimal utilization of funds
sanctioned. The department carries
huge weight of keeping the economy
on path of fiscal stability and giving
the much needed upward push to the
economy and should hence ensure
proper utilization of the funds.

& Interest Equalisation Support to EXIM
Bank (31200.75 crore) has been made on the
basis of optimal utilisation of sanctioned
funds viz. 99.99% & 100% in r/o NIIF &
IES to EXIM Bank respectively during F.Y.
2020-21. Furthermore, there are
provisioning for some obligatory
international payments wherein fluctuations
in exchange rate variations are also to be
taken into consideration.

3. The Department always endeavors to
prepare realistic budget provisions and to
ensure that the budget provisions are utilized
optimally. Non-utilisation of provisions have
taken place due to post budget decisions,
non-finalisation of projects / schemes,
exchange rate variations etc. Hon’ble
Committee’s recommendations have been
noted for implementation and all efforts will
be made to set to ensure that the Budget
provisions under DEA Grant are made on
realistic estimates.

The Committee observe that the
revised estimated for the

(1) As part of the Aatma Nirbhar Bharat
Abhiyaan, = Emergency  Credit  Line

Yes

Cabinet
has
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S.No. | Recommen- Recommendations Action Taken by the Government Whether Remarks
dation No. Accepted or (if any)
Not by the
Government
1 2 3 4 5 6
Department of Financial Services for | Guarantee Scheme (ECLGS) was introduced approved
the year 2020-21 rose by ¥ 22,755.56 | in May, 2020 as an emergency measure to additional
crore to ¥ 51,830.58 crore from the | combat the unprecedented crisis caused in funding of
initial budget allocation of < |the wake of Covid-19 pandemic. Under the % 1.50 lakh
29,075.02 crore. The Committee | scheme, collateral free credit from crore
were informed about the reasons for | Scheduled Commercial Banks, Financial under
this rise, some of them being the | Institutions, Non-Banking Financial ECLGS,
recapitalization of banks, relief to | Companies is provided to eligible Micro, thereby
MSMEs through the Emergency | Small & Medium Enterprise (MSME) units, enhancing
Credit Line Guarantee Scheme | business enterprises and individual loans for the total
(ECLGS), liquidity to NBFCs | business purposes upto 20% of their funding
through Partial Credit Guarantee | outstanding credit upto ¥ 50 crore as on under
Scheme, relief to borrowers on | 29.2.2020, subject to the account being less ECLGS to
interest on loan moratorium, capital | than or equal to 60 days past due as on % 4.5 lakh
provision to public sector insurance | 29.2.2020. This additional credit is fully crore.
companies etc. The Committee are | covered by a credit guarantee provided by
of the view that this enhanced RE of | the Government through National Credit As
¥ 51,830.58 crore for the year 2020- | Guarantee Trustee Company Ltd. (NCGTC). informed
21 and the BE 2021-22 of ¥ 51,510.81 | The loans provided under ECLGS have a by
crore will be vital in reviving the | 12-month moratorium on repayment of National
economy and making it more | principal. The Scheme was extended Credit
resilient to any future volatilities. | through ECLGS 2.0 for the 26 sectors Guarantee
Further, providing adequate | identified by the Kamath Committee and the Trustee
provision for continued support to | health care sector. The entities with Company
the vital sector of MSME which can | outstanding credit above ¥ 50 crore and not Limited
cushion the domestic economy by | exceeding ¥ 500 crore as on 29.2.2020 were (NCGTC),
as on

providing both employment and

made eligible under ECLGS 2.0 subject to
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income generation will be crucial in | the account being less than or equal to 60 25.6.2021
the coming times. The Committee | days past due as on 29.2.2020. loans
thus, opine that strengthening or amounting
providing more funding to ECLGS | (i)  Government has now extended the to ¥ 2.72
will be a step in the right direction as | scope of Emergency Credit Line Guarantee lakh crore
ECLGS worked immensely well to | Scheme (ECLGS) on 31.3.2021 through have been
support MSMEs through this | introduction of ECLGS 3.0 to cover business sanctioned
difficult period during the pandemic. | enterprises in  Hospitality, Travel & under the
Tourism, Leisure & Sporting sectors which scheme.

Moreover, easier access to formal
credit and prompt payment of dues
to the MSME sector should be
ensured.

had, as on 29.02.2020, total credit
outstanding not exceeding ¥ 500 crore and
overdues, if any, were for 60 days or less, on
that date i.e. 29th Feb 2020. ECLGS 3.0
would involve extension of credit of upto
40% of total credit outstanding across all
lending institutions as on 29.02.2020 to
enterprises in these sectors. The tenor of
loans granted under ECLGS 3.0 shall be 6
years including moratorium period of 2
years.

(i)  Further, in recognition of significant
continuing adverse impact of COVID-19 on
certain  service sectors, some other
modifications have been made in the
Scheme, which inter-alia include, increase
in moratorium period upto 1 year for loans
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under ECLGS 1.0, permitted to lenders
where restructuring is admissible as per
Reserve Bank of India (RBI) norms,
additional 10% credit to ECLGS 1.0
borrowers  availing RBI’s  one-time
restructuring facility, inclusion of Aviation
sector within ECLGS 3.0 and removal of the
cap of ¥ 500 Cr. of loan outstanding for
ECLGS 3.0 subject to the maximum
guarantee be capped at ¥ 200 Cr in each case
and 100% guarantee under ECLGS upto a
limit of ¥ 2 crore for setting up new oxygen
plants has been permitted.

Further, the validity of ECLGS i.e. ECLGS
1.0, ECLGS 2.0 & ECLGS 3.0 have been
extended upto 30.09.2021 or till guarantees
for an amount of ¥ 3 lakh crore are issued.
Last date of disbursement under the scheme
has been extended to 31.12.2021.

(iv)  As informed by National Credit
Guarantee Trustee Company Limited
(NCGTC), as on 11.6.2021, loans
amounting to ¥ 2.68 lakh crore have been
sanctioned under the scheme.
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(v) A corpus of ¥ 41,600 crore for ECLGS
has been approved by the Union Cabinet, to
be provided in four tranches. ¥ 4,000 crore,
which was provided in Financial Year (FY)
2020-21, has already been released. For the
current FY an amount of ¥ 10,000 crore has
been provided in the budget of MSME.
However, DFS will continue to be the settlor
under the Scheme.

4. 4 “The Committee note that there are | i. Pradhan Mantri Jan Dhan Yojana | Yes

several schemes under the ambit of
Department of Financial Services
wherein there have been savings in
the last year and even before that and
yet provisions have been made in the
current year. The Committee would
recommend that even though they are
small amounts, conscious effort
should be made by Department of
Financial Services to mobilize the
implementing agencies for these
schemes to ensure sanctioning the
budgeted amounts, as schemes such as
Pradhan Mantri Mudra Yojana
(PMMY) which extends loans upto
10 lacs to eligible micro units;

(PMJDY): Under Pradhan Mantri Jan Dhan
Yojana (PMJDY) no budget is allocated.
However, PMIJDY account holders are
eligible for an overdraft facility of ¥ 10,000
as loan to the eligible beneficiaries. This OD
amount of ¥ 10,000 qualifies under Shishu
Mudra Loan and is eligible for guarantee
coverage under Credit Guarantee Fund for
Micro Units (CGFMU).

ii. Pradhan Mantri Mudra Yojana
(PMMY): As informed by MUDRA Ltd,
they had, during FY 2019-20, initiated the
process of publicity campaign with effect
from March, 2020 under the Tag Line — “Har
Kaam Desh ke Naam” and also planned the
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collateral free loans to Self Help | publicity on PMMY Anniversary

Groups( SHGs); overdraft loans under
Pradhan Mantri Jan Dhan Yojana
(PMJDY); providing credit guarantee
to facilitate bank loans between ¥ 10
lakhs to ¥ 1 crore to SC/ST and
women entrepreneurs for setting up
greenfield projects under the Stand-
Up India Scheme etc. hold great
importance not only for financial
inclusion and giving support to
sustainable ideas, but also for
empowerment, upliftment and
betterment of society. “

Celebrations on completion of 5 years of
PMMY. For this purpose, Gol released an
amount of ¥ 10.00 crore (%3.30 crore, % 2.50
crore & T 4.20 crore on October 23, 2019,
March 03, 2020 & March 30, 2020
respectively) to Mudra Ltd. as Grants-in-Aid.

However, due to outbreak of COVID-19 and
imposition of lockdown across the country,
the campaign could not be started and the
amount of ¥ 10.00 crore remained unutilized
with MUDRA Ltd. Out of this, ¥ 3.83 crore
has been utilized by Mudra Ltd. in March
2021 towards creation of short videos of 10
borrowers in 13 languages by the Creative
Agency. Since, an amount of ¥ 6.17 crore
was available with Mudra Ltd as unutilized
funds, the budget allocated for financial year
2020-21 amounting to ¥ 10.00 crore was
surrendered. Mudra Ltd. is also being
advised/requested from time to time to
utilize these funds for carrying out the
publicity and awareness campaign for the
Scheme.
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iii. Stand Up India (SUPI): The
budgetary provision of ¥ 5.00 crore made for
FY 2020-21 was surrendered in the month
of March, 2021 due to sufficient funds lying
unspent with SIDBI (out of budgetary
allocation of ¥ 5.00 crore made in FY 2019-
20). SIDBI has informed that as on
25.05.2021, T 5.00 crore of Grants in aid for
the financial year 2019-20 has been utilized.
Now, the release of ¥ 5.00 crore out of
budgetary allocation for FY 2021-22 to
SIDBI is under process.

iv. Credit Guarantee Fund for Micro
Units (CGFMU) Corpus:

o With the approval of the Union
Cabinet, a Credit Guarantee Fund for Micro
Units (CGFMU) was set up in January 2016,
with an initial corpus of ¥ 3,000 crore forj
guaranteeing loans extended to eligible micro
units under Pradhan Mantri Mudra Yojana
(PMMY) up to ¥ 10 lakh by Banks/Non-
Banking Financial Companies (NBFCs)/
Micro Finance Institutions (MFIs)/other
financial intermediaries, as also for
guaranteeing Overdraft loan amount off
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% 5,000 (enhanced to 10,000 in Sep, 2018)
sanctioned to the eligible beneficiaries under
Pradhan Mantri Jan Dhan Yojana (PMJDY).

o CGFMU is managed by the National
Credit Guarantee Trustee Company Limited
(NCGTC) which is wholly owned by
Government of India. Based on the
recommendations of the Expert Committee
appointed by RBI on Micro Small and
Medium Enterprises chaired by Sh. U. K.
Sinha (hereinafter referred to as U.K. Sinha
Committee), and the announcement of the
Hon’ble Finance Minister (FM) on 26th
March, 2020 regarding increase in collateral
free lending to SHGs from %10 lakh to 320
lakh, the Management Committee of|
CGFMU made certain changes to the extent
of guarantee coverage provided by CGFMU.
In the light of these changes, NCGTC has
made projections on the corpus balance of the
fund and has sought augmentation of the
corpus of CGFMU.

o In the light of the recommendations
of the U.K. Sinha Committee and the

announcement by the Hon’ble Finance
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Minister on 26th March, 2020 relating to
increase in collateral free lending to Self
Help Groups (SHGs) from % 10 lakh to ¥ 20
lakh during FY 2020-21 and thereafter,
following modifications have been made in
CGFMU:-

° For PMMY loans and PMIDY
Overdraft:

o Reduction in first loss, to be borne by
MLIs, from 5% of crystallized portfolio to
3% of the amount in default.

o Increase in second loss guarantee
cover from 50% of amount in default in the
portfolio to 75%.

o The overall cap on guarantee amount
to be retained at 15% of crystallized
portfolio.

J Loans sanctioned to Self Help
Groups (SHGs) between %10 lakh to %20
lakh during FY 2020-21 and thereafter
would also be eligible for coverage under
CGFMU. However, first loss guarantee shall
be Nil and second loss guarantee shall be
75%.
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J Guarantee fee for Micro units in

Aspirational Districts would be charged at
lower fees of 0.5% p.a. (on pro-rata basis for
first year) for guarantees availed on the
portfolios of FY 2020-21 & FY 2021-22.
This shall be reviewed at the end of two
years.

The above modifications (applicable for
loans sanctioned from 01.04.2020 onwards)
will result in increased claim outgo from the
fund corpus.

o Provision of funds for the corpus of
CGFMU would enable it to provide credit
guarantee to eligible collateral-free micro-
loans under PMMY, overdrafts to PMJDY
account-holders and collateral-free loans to
SHGs of value between %10 lakh and %20
lakh. This would encourage banks/ NBFCs/
MFTIs to increase access to, and availability
of, the aforesaid credit by extending their
current activities in underserved and
unserved areas. Thus, it is expected that
sanction of collateral-free micro-loans under
PMMY, overdrafts to PMJDY account-
holders and collateral-free loans to SHGs of
value between %10 lakh and 320 lakh would
increase over the years.
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o Considering the facts that,

(1) NPA position of portfolios of FY
2016-17 to FY 18-19 are yet to be finalized,

(i) ~ With amendments made in the
CGFMU more MLIs are expected to avail
benefit of CGFMU, and

(i) The expected improvement in
lending under PMMY due to better credit
guarantee cover and other measures taken by
RBI and Government,

The approved corpus for CGFMU of 33000
crore has been released to NCGTC, a wholly
owned company of Government of India, in
tranches as shown in table below:

Period Funds
disbursed
(in T crore)
March, 2016 500
August, 2016 1,500
July, 2017 500
July, 2018 300
August, 2018 200
Total 3,000
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In order to augment the corpus of CGFMU
to 10,000 crore by the year 2024, a
proposal along with Expenditure Finance
Committee (EFC) Memo was referred to
Department of Expenditure (DoE) on
21.01.2021 for convening the EFC Meeting.
But, the meeting of EFC could not be held.
As the proposal is to be appraised by the
EFC and to be cleared by the Cabinet, ¥500
crore (budgetary provision made in FY
2020-21) could not be released toward
augmentation of CGFMU corpus in FY
2020-21.

The Committee observe that the BE
on interest payments (on net basis)
has risen by T 1,01,498.16 crore from
708203.16 crore BE (2020-21) to
78,09,701.32 crore BE (2021-22) i.e
an increase of 14.33%. The
Committee was informed that this
higher provision has been
incorporated due to the increased
quantum of borrowings and issuance
of government securities in the light
of the Covid-19 pandemic. The
Committee understand that these

The Department takes note of the comments
by the Committee. Government of India’s
commitment towards fiscal responsibility is
enshrined in the preamble to the Fiscal
Responsibility and Budget Management Act,
2003  which inter-alia  enjoins the
Government, to ensure inter-
generational equity in fiscal management
and long-term macro-economic stability by
removing fiscal impediments in the effective
conduct of monetary policy and prudential
debt management consistent with fiscal
sustainability...”

(13

Accepted
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have been extraordinary times
calling for extra-ordinary measures
but would like to emphasize on the
need for concrete alternate fiscal
measures that need to be undertaken
at the earliest to rein in interest
payments and keep the economy on
the path of fiscal stability and avoid
rampant crowding out of private
investment.
6 6 “In this Covld-19 struck world | The Honourable Finance Minister in para Yes -

economy, the Committee are of the
opinion that a deep and clear
understanding of the debt and fiscal
dynamics is the need of the hour.
Multi-scenario analysis factoring In
various variables such as fuel prices,
interest rates, commodity prices,
inflationary  expectations, fiscal
expansion etc. can be crucial In
escaping the bumps and
vulnerabilities in these volatile
economic times. The markets are
very forward looking and it would
be in our economy's interest if we
are prepared beforehand with the

140 of the Budget Speech 2021-22 has
indicated that, “We plan to continue with our
path of fiscal consolidation, and intend to
reach a fiscal deficit level below 4.5% of
GDP by 2025-2026 with a fairly steady
decline over the period. We hope to achieve
the consolidation by first, increasing the
buoyancy of tax revenue through improved
compliance, and secondly, by increased
receipts from monetisation of assets,
including Public Sector Enterprises and
land..”Further para 145 of the Budget
Speech mentions the following, “Towards
achieving Central Government fiscal deficit
along the broad path that T have already
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various  possibilities that our | indicated, I will be introducing an
economy can be exposed to in the | amendment to the FRBM Act.”

coming times. Hence, the Committee
would like to emphasize on the need
for understanding the debt and fiscal
dynamics through the various
modelling techniques available so as
to efficiently manage the fiscal
situation. Department of Economic
Affairs should publish a white paper
on the fiscal dynamics and explain
how much fiscal space has been
created. DEA should also highlight
how these fiscal resources should be
utilized and the Impact on GDP
growth.”

The Gol’s present fiscal position is clearly
brought out in the, “ Medium—Term Fiscal
Policy-cum-Fiscal Policy Strategy
Statement, laid along with the Budget
documents in Parliament.”

The external sector vulnerability in India
could manifest among others, in terms of
potential sudden stops and reversal of capital
inflows. However, India's external debt has
been managed prudently as over the years,
CAD was maintained around the sustainable
levels. All the external sector vulnerability
indicators, including external debt to GDP,
forex reserves to external debt, share of
short-term external debt in total external
debt, are in the zone of comfort. The
adequacy of the stock of foreign exchange
reserves is more than satisfactory, measured
in terms of a host of adequacy matrices.
Thus, India's external sector has the required
cushion of safety net for a variety of stress
scenarios.
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7 7 Meeting disinvestment targets is Strategic Disinvestment: Accepted

pivotal to the Budget and
wavering from the estimates may
lead to quantum change in the
fiscal dynamics.

DIPAM should have adequate
administrative flexibility during
the disinvestment process,

Administrative  processes for
monetization of non-core assets
and disinvestments should be
fast-tracked.

All efforts will be made for completion
of transactions and achievement of
target.

Modifying the procedure for strategic
disinvestment is an ongoing process,
based on experience.

The procedure strategic disinvestment
was modified in October 2019 with the
approval of CCEA to make it
expeditious and result-oriented.

Further, specific delegation in favour of
DIPAM is being taken from time to time
for transaction-specific issues.

A standardized elaborate  security
clearance mechanism has also been

devised.

Monetization of Assets:

Cabinet in its meeting held on 28th
February, 2019 approved the procedure
and mechanism for Asset Monetization
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CPSEs/Public ~ Sector  Undertakings
(PSUs)/ other Government
Organizations and Immovable Enemy
Properties.

DIPAM is mandated to facilitate
monetization of non-core assets.

The model of monetization is approved
by the Alternative Mechanism.

World Bank TA supporting DIPAM in
review of international and national
models of land monetization agency and
mechanism for land monetization.

Proposal on SPV  formation as
announced in the Budget 2020-21 will be
placed before Cabinet for consideration

A permanent disinvestment policy
should be in place clearly specifying
the benchmarks and adopting best
global disinvestment models.

Government recently announced New
Public Sector Policy in 2021, which
interalia states that in the Strategic
sectors, bare minimum presence of the
existing PSEs at Holding Company level
will be retained under Government
control and the remaining enterprises

Accepted

71




S.No. | Recommen- Recommendations Action Taken by the Government Whether Remarks
dation No. Accepted or (if any)
Not by the
Government
1 2 3 4 5 6

will be considered for privatisation or
merger or subsidiarization with another
PSE or for closure. PSEs in non-strategic
sectors shall be considered for
privatisation, where feasible, otherwise
such enterprises shall be considered for
closure.

The mechanism of operationalizing the
new PSE policy has also been defined
with respective roles of Niti Aayog, Core
group of Secretaries on Disinvestment
(CGD) and Alternative Mechanism
(AM) of Ministers.

The structuring and timing of
transactions will be contingent, inter alia,
on the considerations of appropriate
sequencing, sectoral trends,
administrative  feasibility,  investor
interest etc.

While  structuring and  executing
transactions, the advice of the
professional advisers based on global
practices is obtained.
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9 9 The Committee note the step taken | As proposed by IBA, transfer of Assets is | RBI guidelines
for stressed assets resolution with | intended to be effected as per extant RBI | on sale of

measures to clean up the bank books
and setting up of  Asset
Reconstruction Company Limited
and Asset Management Company to
consolidate and take over the existing
stressed debt and the
management/disposal of the assets to
Alternate investment Funds and
other potential investors for eventual
value realization. The Committee
appreciate the move towards saving
time and avoiding delays in the
process through consolidated
decision making made possible with
the setting up of ARC-AMC which
will be owned by the banks, both in
the private sector as well as in the
public sector, with the Asset
Reconstruction Company
aggregating the debt and the Asset
Management Company operating the
asset with a set of experienced
professionals for some time,
resolving it and then selling it to an
investor or an AIF. The Committee

regulations, which mandate price discovery
through open auction or Swiss challenge
method.

stressed assets
mandate price
discovery
through open
auction or
Swiss
challenge.
Further, RBI
while
commenting on
this
recommendatio
n has stated
inter alia that
“transfer of
assets at fair
value may be a
much more
prudent and
optimal
approach as
compared to
transfer at book
value for
achieving the
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hope that the consolidated decision intended
making will deliver the highest objectives.” In
impact and to further deepen and view of this,
widen this impact recommend that Government has
the stressed asset be transferred at not accepted the
'book value', as the longer it is left on recommendation.
the bank’s balance sheet, the more
the prospect of its value eroding from
an economic perspective.
10 10 Further, the Committee are of the | ARC-AMC structure will be set up under | Recommendation

opinion that RBI can play an
Instrumental role in the success of
'Bad Bank' if they issue an order or
notification which makes the entire,
process crystal clear, defining each
step of the procedure and thus
removing any ambiguity or
discretion from the bank's side. The
Committee would like to emphasize
that a regulatory intervention at this
stage will eventually further
streamline and add more pace to
achieving the objective of resolution
stressed assets. RBI needs to
demonstrate why their proposed
rules for loss transfer to the ARC-

extant regulatory framework. Any regulatory
dispensation /forbearance is not anticipated.
Comments were sought from RBI on this
recommendation. RBI  has inter-alia
conveyed as under:

“The proposed structure announced by the
Government is envisaged as a bank-led
initiative with some Government support. It
may not be desirable for the Reserve Bank to
venture into the operational and commercial
aspects of such a venture. However, since
the proposed entity is expected to be set up
as an ARC, being the regulator of ARCs,
Reserve Bank has already prescribed a
regulatory framework for the functioning of

seeks regulatory
intervention in
ARC-AMC
structure, which
is the domain of
RBI. Any order
/notification
from RBI is not
envisaged. In
view of the
RBIs stated
position in reply
to this
recommendatio
n, government
has not
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AMC is in fact the best approach. | ARCs and there are well laid norms for the | accepted the
Their rules should reflect both | transfer of stressed assets by banks/NBFCs | same.
administrative clarity as well as | to ARCs.”
economic logic. This should be done
as soon as possible to unlock assets
that are currently trapped as NPAs.

11 11 The Committee understand that | The National Bank for Financing | Yes A White
infrastructure financing need patient | Infrastructure and Development Act, 2021 Paper on
capital and is still at a nascent stage | provides for establishment of National Bank the  new
and hence the need for a dedicated | for Financing Infrastructure and DFI  has
DFI. The Committee believe that it | Development. To begin with, this institution been
was prudent to have a sovereign | shall be wholly owned by Central submitted
backed institution which will give | Government. In the Union Budget 2021-22, as per the
confidence to investors. Also, having | a provision for capital infusion of ¥ 20,000 recomme-
such institution will help in playing | crore in the proposed institution has been ndation.

the role of a facilitator, be a market
maker, widen the investor base and
also play an active role in nurturing
and deepening the bond market.
The Committee are informed that an
initial capital of 320,000 crore would
be infused which could be leveraged
to ten times borrowing i.e. a loan
book of T 2 lakh crore which in the
coming time will be enhanced
further. It is further stated that
initially it will be owned by the
Central Government up to 100 per
cent and a provision would be built

provided. In addition, as per section 21 (2)
of the aforesaid Act, the Central
Government shall, by the end of the first
financial year from the establishment of
institution, grant or contribute an amount of
T 5,000 crore to the institution in the form
of cash or marketable Government
securities. A White Paper on the
establishment of the new DFI is enclosed
(Appendix ; Page No. 80-85).

The section 29 of the Act provides for
setting up of other DFIs. However, it is not
proposed to provide any government funds
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in the Act to bring down this share
to 26 per cent, that is, a licensing
framework for private DFI is also
being provided. The Committee feel
that the sum of T 20,000 crore
earmarked for DFIs is massive and
it is extremely essential that it is
implemented successfully as the
opportunity cost of this sum is
substantial in terms of the support it
could have provided to other social
and developmental schemes and
programs. Further, the Committee
desire that a White Paper detailing
the implementation plan taking into
account the hindrances faced in the
past in India as well as the world
over and the action plan to overcome
them and make it viable may be
submitted to the Committee. In
particular, it has been stated that the
DFI will be professionally managed.
The Committee would like to
understand how and with what
safeguards government funds will be
provided to a private, professionally
managed DFI.

to a private DFI. The DFIs set up under
section 29 of the Act shall have right to
access to line of credit from Reserve Bank of
India (RBI) and any deposit availed by a
bank included in the Second Schedule from
the new DFI will not attract Cash Reserve
Ratio (CRR) requirement. In addition,
requisite provision has been made in the
Finance Act, 2021 to provide income tax
exemption for a period of five consecutive
assessment years, extendable for a further
period not exceeding five consecutive years,
to a developmental financing institution,
licensed by the Reserve Bank of India under
the aforesaid Act. As these DFIs would
operate within the prudential framework of
RBI, applicable to other All India Financial
Institutions (NABARD, Exim Bank, SIDBI
and NHB), oversight would be by RBI in all
respects.

12

12

The committee strongly opine that
sovereign credit rating methodology
should be made more transparent,

Department of Economic Affairs has been
constantly engaging with the Sovereign
Credit Rating Agencies (SCRA) like

Yes
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less subjective and better attuned to | Moody’s, Fitch and S&P by updating them
reflect an economy’s fundamentals. | about various policy measures and initiatives
Credit rating map the probability of | taken by the government for boosting
default and thus reflect the | economic growth and fiscal consolidation.
willingness and ability of borrower | The Department has regularly been sharing
to meet its obligations. India’s | monthly economic reviews with the rating
willingness and ability to pay is well | agencies. Teleconferences and annual
demonstrated through its zero | sovereign credit rating review meetings at
sovereign default history and despite | the level of Secretary (DEA) and CEA are
that it has been strangely rated as | being held to apprise them about the growth
the lowest rung of the investment | forecasts and fiscal outlook of the
grade, which defies economic logic. | Government of India.
The committee urge the Ministry of
continue on its efforts to emphasis
and highlight the under assignment
of India’s fundamentals in the
sovereign  credit rating and
undertake all measures. So that a
robust rating reflecting India’s zero
sovereign default history is rightly
projected and the economy is able to
thus gain through the positive
inflows of equality and FPI.

13 13 The Committee note that while life | 1. Central Government has notified Indian | Yes Indian
insurance penetration in the country |Insurance Companies (Foreign Investment) Insurance
is at 2.82%, that of general Amendment Rules, 2021 on 19.05.2021. The Companies
Insurance is less than 1%, the lowest [rules provide safeguards which Indian (Foreign
amongst all BRICS counterparts. insurance  companies  having  foreign Invest-
The Committee recommends ment)
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highlighting the need and (investment need to comply with. Amend-
importance of Insurance amongst ment
the masses. With regard to |2 A brief summary of the safeguards Rules,
increasing FDI in the sector from | provided are as under: 2019 have
49% to 74%, the Committee | _ ) been
understands that this will hopefully [~ For [Indian Insurance companies amended
enhance Insurance penetration and | Naving foreign investment, the rules provide according-
density and fresh capital inflows will for majorlty. of resident Indian citizen in ly and
be accompanied with new | Board of Directors and Key Management notified on
technologies,  innovations,  new | Persons. The rules also provide that at least 19.05.2021
products, best global practices and | ©n¢ among the chairman, its managing C
customer  experience  will  be | director and its chief executive officer shall onse?-l
enhanced. Further, the Committee be resident Indian citizen. (C:l}lizrrllgzs i
;ngfzsltlcethactoniz)alt:fes,en;::fiiulg:-i‘; il. The follgwing addition'fll sgfeguards EDI pollicy
with foreign ownership adhere to have been pr0V1fied for an_Indlaq insurance baVe also
their commitments strictly and company havn.lg foreign  investment cen d
proper safeguards and oversight be exceeding forty nine percent ](;E;g“lie out
maintained by Insurance R egulatm:y a. for a financial year for which Depart-
and Development Authority of India dividend i . v sh df ment for
(IRDAI), ividend is paid on equity shares and for .
which at any time the solvency margin is Promotion
less than 1.2 times the control level of of Industry
solvency, not less than fifty per cent. of the and
net profit for the financial year shall be Internal
retained in general reserve; and Trade
(DPIIT)
b. not less than fifty percent of its vide Press
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S.No. | Recommen- Recommendations Action Taken by the Government Whether Remarks
dation No. Accepted or (if any)
Not by the
Government
1 2 3 4 5 6
directors shall be independent directors, Note No.2
unless the chairperson of its Board is an (2021
independent director, in which case at least Series) on
one-third of its Board shall comprise of 14.06.2021
Independent directors. Further,
FEMA
Further, IRDAI has informed that IRDAI is Regulations
in process of laying down the monitoring are in the
mechanism to ensure compliance of the process of
above. being
amended
accordingly
by
Department
of
Economic
Affairs
(DEA).
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APPENDIX

White Paper on establishment of National Bank for Financing Infrastructure and Development

Background

A survey of the landscape of infra financing in the country sharply brought out the need to establish a new financial institution, a
“Development Bank™ as it were (also referred to as a Development Financial Institution, DFI for short, or an All India Financial Institution, AIFI
for short) specifically catering to the needs of greenfield infra financing. This Development Bank is expected to help start a virtuous investment
cycle in the post Covid era, by anchoring financial closure and catalyzing private sector investments in infrastructure. It is also important that

simultaneous development of the bond market for infra financing happens and DFI supports it.

Development Banks / DFIs across the world have played a seminal role in fostering economic growth, helping address market failures
and crystallizing private sector investments. India has itself had a rich history of DFI’s. However, these were essentially focused on supporting
industrial development, not infrastructure creation, in part, because most infrastructure till the early 2000s was being built on EPC (Engineering,

Procurement and Construction) basis by Government.

DFIs in the 1990s

By the 1990s, sources of cheap funding to DFIs ceased almost overnight. Their appraisal practices belonged to an age which was ending
— of a closed economy and licenses/ permits with no credit bureaus or CRILC in sight to help them be better informed. SARFAESI Act
(Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002) had not been enacted, no sectoral laws
such as the Electricity Act existed and frameworks for PPP (Public Private Partnership) or Model Concession Agreements were just a gleam in
the eye. The economy itself was opening up to international competition. The writing on the wall was clear and the challenge proved too much.

In response, ICICI and IDBI became universal banks while IFCI became a NBFC (Non-Banking Financial Company).
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Need for a new DFI

The learnings from the journey of past DFIs were useful in crafting the National Bank for Financing Infrastructure and Development.
Drawing upon these and adopting appropriate features of successful DFIs elsewhere, it was intended to have a fit for purpose” and large scale
DFI which can provide patient capital (primarily Debt) to the infrastructure sector, playing a pivotal role in financing the National Infrastructure

Pipeline (NIP) and more and in enabling the nation to become a USD 5 trillion economy.

In the Union Budget 2019-20, Government had announced its intention to invest ¥100 lakh crore in infrastructure over the next five
years. Against this backdrop, an inter-ministerial Task Force was set up by Government to identify technically feasible and
financially/economically viable infrastructure projects which can be included in the NIP. Under the NIP, total projected infrastructure investment
of ¥ 111 lakh crore has been envisaged in India over financial years (FY) 2020-2025. To meet this target, adequate long-term financing is
needed. As the NIP is an ambitious programme, the financing of the NIP envisages funding from a DFI to the extent of 8-10% of the total

requirement.
Challenges in infra financing

Infrastructure financing is long term and non-recourse i.e. loan repayment is only from cash flows of the project and not from other assets
of the borrower. By its very nature, however, such financing is inherently risky. The long tenure of loans, unanticipated challenges in execution
and uncertainty of performance of the asset are key elements which define the risk. Repayment is dependent on the performance of the project

and cash flows arising from it, since unlike corporate credit, project loans have no underlying collateral, which can be realized.

Banks in India are generally reluctant to provide credit to infrastructure as evident through banking credit to infrastructure being almost
stagnant over the past five years. This is due to a variety of reasons. Firstly, while banks mostly raise short-term deposits, infrastructure

financing involves long-term lending, typically 20-30 years. The requirement of long tenor funding has meant that most banks face an Asset
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Liability Mismatch (ALM) i.e. the average tenure of their deposits, which is short term, cannot support long term lending. Secondly, the risk
involved in infrastructure lending has resulted in high credit costs which cannot be compensated by higher interest rates as project viability gets
impacted. Banks have learnt this the hard way through experience of previous such lending which resulted in huge Non Performing Assets
(NPAs). This has led to a number of Public Sector Banks, almost all private banks and NBFC lenders withdrawing from this line of business.
Thirdly, a larger portion of the risk falls on banks as the corporate bond market in India is neither sufficiently deep nor adequately mature to

meet India’s infrastructure financing requirements.
Approach to a new DFI

The role, regulations, ownership, governance arrangements, product suite, resources, size and a law for the purpose were needed to be
determined so as to ensure that past shortcomings were addressed so that the institution plays a meaningful and an impactful role. Therefore, the

following approach was adopted for establishment of the new DFI:

Mandate — The vision was to build a long term lending institution driven by systems and processes, making risk assessments and which is
accountable/ answerable. The DFI is expected to substantially address market failure in the area of long-term finance for funding
infrastructure. As market failure is on various dimensions, the DFI will be a provider, an enabler and a catalyst. It would be a stretching
mandate, underpinning ability and willingness to decisively change the funding environment for infrastructure. This will involve taking on
risk and the design must factor in the expectation that risks will crystallise. Necessarily, this adoption of risk and potential liabilities will
need oversight, guard rails and measures for mitigation and risk sharing. The new institution has both development and financial mandate.
The development mandate is specifically in the context of supporting the market for bonds etc. to finance infra, supporting projects over
their life cycle and nurturing the overall eco system. Over a medium to long term, this support to the bond market aims at fostering

complementarity of market raised debt with direct lending by the DFI for infra projects.
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Regulatory framework — Compliance with relevant prudential regulations is important for credibility. Considering the specific characteristics
of the institution and the need to optimize capital contribution from the government, the DFI would operate within the prudential framework

applicable to other AIFI’s (NABARD, Exim Bank, SIDBI and NHB).

Ownership structure — The DFI would be wholly owned by the government to begin with, which would foster confidence on stability and
sustainability of the institution, enabling it to raise resources at competitive rates. Dilution/ sale of stake, upto 74%, may be considered,

once it has achieved stability and scale in its business operations.

Governance structure and Management — The governance structure is designed to respond to requirements of professionalism, probity and
oversight. It will inspire trust and confidence. Decision making has been kept independent, even as the entity is government owned.
Keeping in mind the clear objective of transparency, strong investor confidence and solid financial performance, the institution will be run
by the Board of Directors with strong representation of Independent Directors for effective control and supervision of affairs. The Board
would appoint Key Management Personnel. Compensation would be guided by market practice. To tackle risk aversion, safeguards are
provided against inadequately informed prosecution. As the pivot of intra financing, the institution would voluntary subscribe to higher
governance standards as compared to the requirements under existing regulations. Clearly defined and independent roles of Chief Risk

Officer, Chief Credit Officer and Chief Technology Officer are envisaged.

Product Portfolio — The product portfolio of this institution is extensive e.g. long-term project finance, subordinate debt, mezzanine funding,
credit guarantees, enhancements, refinance, take out, market maker/ backstop buyer for project bonds etc. to facilitate infrastructure
financing in all manner. It will have an independent vertical/ subsidiary to facilitate project structuring, financial closure, monitoring and

monetization/recycling so that support across the life cycle of projects is delivered.
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Resource Raising —The viability of a DFI is critically contingent on access to low cost funds. As such, availability of low cost funds have
been ensured for the DFI in the form of support for hedging costs, sovereign guarantee, exemption from income tax, SLR status for bonds

issued by it, eligible investment status for Pension, Insurance and Provident Funds etc.

Statutory Framework: Each of the 4 AIFIs in the country has been set up by an Act of Parliament. The DFI is also established through a law
which is already enacted. This will impart credibility and legitimacy through explicitly stated Government support, leaving no ground for

ambiguity or market speculation. The law also has enabling provisions for setting up of private DFIs.

Size: The new DFI with size and the ambition to make a difference. Initial capital of 320,000 crore and authorized capital of %1 lakh crore
will ensure that it can play a counter cyclical role whenever needed. It will lend long term and work on the expectation that risks will
crystallize. Therefore, there will be oversight and guard rails. Size will matter not just for achieving financial closure for big ticket infra
projects, commensurate with a US $5 trillion economy but also provide a cushion to protect from the inevitable materialization of risks and

contingent liabilities.
To summarize, the structure and working for this DFI has many firsts. These include:

e Acknowledging that both development and financial objectives will matter for the new DFI

e Specific tasking for developing the bond and derivatives market for infra financing

e Commitment to begin with 100% Gol holding but with at least 26% being owned by Government

e Opening up equity to Sovereign Wealth Funds, bilateral/multilateral institutions, pension funds, insurers
e Professional Board with 50% non-official directors

e Persons of eminence are envisaged on Board as Chairperson and Non Official Directors

e Power to Board to appoint and remove Whole Time Directors
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¢ Remuneration based on market standards, which gives ability to attract best in class talent
e Higher age limit and longer tenure for MD and DMDs

e Wide suite of products suitable for different stages of projects life cycle

e Mandatory performance review once in 5 years

e Concessions and support for low cost funding

e Protection from inadequately informed prosecution and investigation

e A window for setting up of private DFIs

e Focus on technology in appraisal and monitoring

These measures are path breaking and bold, representing a decisive break from conventional thinking arising from the thought processes

of'the 1980s when the other DFIs such as SIDBI and NHB were set up.
Implementation Plan

e For setting up the new DFI, “National Bank for Financing Infrastructure and Development Bill, 2021 has been passed by both the houses
of the Parliament and the same has been enacted on 28.03.2021. Various sections of the Act have been notified.

e The selection of Non-Executive Chairperson of the institution is at an advance stage. The skeletal Board of Directors (BoD) will be
constituted comprising of Chairperson (once the appointment is finalised by the Government) and two Government Nominee Directors. This
BoD shall then request BBB for recommending names of Whole Time Directors (WTDs).

e Requsite rules and regulations shall be formulated in the meantime.

e Request for Proposal (RFP) has been issued for selection of management consultant for setting up of NaBFID. Management consultant is
expected to be onboarded shortly. The consulting firm would help in preparation of manuals, SOPs, identification of technology
platform, risk model & develop monitoring systems.

e The DFI is expected to be operational by the end of 2021.
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