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INDIA INC. - NURTURING COMPETITIVENESS
- Challenges & Opportunities for CA Profession in India

suppliers. global financial

The event of 11th September, INDIA
2001, spectre of terrorism and ECPROMICTINERCON FIHA CIAL resources, global manpower
SUMMIT == and has started appreciating and

Afghanistan war depressed
economic growth, globally as
well as in India. The Iraq
invasion and SARS casted a
pall of uncertainty in recent

reeks. In spite of these, the
year 2002-2003 saw apervasive
spirit  of consolidation,
innovation, technology
upgradation and nurturing
competitiveness. The year saw
a revival of manufacturing
sector in India, services are
doing well and perhaps the
worst in Agriculture is behind
us. The challenges in the area

taking advantage of India’s
USPs (Unique Selling Points).
This change in approach is to
be supported by Research &
Development and innovations

BOROTISC

infrastructure.

India Inc.’s growth agenda is

based on nurturing
competitiveness. Indian MNCs
are taking shape and

international operations are on
rise. The small and medium
industry and service sectoralso
has to joinand gain momentum

of power, ports and labour
reforms have to be met with top

Mr. Arun Jaitley, Minister for Commerce &
Industry addressing India F inancial Summit

Mr. Chandrababu Naidu, Chief Minister,
Andhra Pradesh addressing India Financial
Summit held on April 25, 2003, Mumbai

growth in GDP. The massage
and culture of competitiveness

held on April 22, 2003, New Delhi

priority.

The Indian industry has focused
on effective national alignment centered around competitiveness

n every sector, with special attention to building
Economic Reforms of late 90°s have started
ts in infrastructure, lowering finance cost,
controlled inflation, rising foreign exchange reserves, substantial
‘rowth in exportdespite rupee firming up against $ for the first time
X last 50 years. Indian industries and service sector are poised for
a big leap. India Inc. is geared up and gaining momentum 10
conquer the world.
now fully realised the impact of international
competition and addressed this effectively by substantial
improvement in quality, reduction in cost, innovation, technology
upgradation and developing global delivery mechanism. India Inc.
has now started taking full advange of global markets, global
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of India Inc. 1
Indian MNCs. The
showing improvemern

India Inc. has
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besides international operating_
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* . the Borrower.

1.0 GUIDELINES ON FAIR PRACTICES CODE FOR
LENDERS

(i) Applications for loans and their processing

a)  Loan application forms in respect of priority sector advances
up to Rs.2.00 lakhs should be comprehensive. It should include
mformation about the fees/charges, if any, payable for processing,
the amount of such fees refundable in the case of non acceptance
of application, pre-payment options and any other matter which
affects the interest ofthe borrower, so thata meaningful comparison
with that of other banks can be made and informed decision can be
taken by the borrower.

b) . Banks and financial institutions should devise a system of
giving acknowledgement for receipt of all loan applications. Time
frame within which loan applications up to Rs.2 lakhs will be

disposed of should also be indicated in acknowledgement of such
applications.

¢) Banks/financial institutions should verify the loanapplications
withinareasonable period of time. Ifadditional details/ documents
are required, they should intimate the borrowers immediately.

d) In the case of small borrowers secking loans up to Rs. 2 lakhs
the lenders should convey in writing, the main reason/reasons
which, in the opinion of the bank after due consideration, have led
to rejection of the loan applications within stipulated time.

(ii) Loan appraisal and terms/conditions

_a) _ Lenders should ensure that there is proper assessment of credit

on-bax borrowers. They should not use margin and security
itbn 'ase substitute for due diligence on credit worthiness of

9 Thed deg, should coh'"-vey to the borrower the credit limit

e ”afongwi‘th' ¢ terms and conditions thereofand keep the borrower's

acceptance of these terms-and“conditions given with his full

/

(n the casc of lending under consortium arrangep,

nt, t
ders should evolve procedures to complete h

¢

articipating len appra;
participating ‘ o - IPPrajg,
of proposals in the time bound manner to the extent feasibe , |

communicate their decisions on financing or otherwige Witk

i 1
reasonable time.
(i) Disbursement of loans includ_ing Cha_nges in terme e
conditions — Lenders should ensure timely disbursemen; iy
sanctioned in conformity with the terms gnd conditions go\,emm;’
such sanction. Lenders should give notice of any change iy i
terms and conditions including interest rates, service Charges o
Lenders should also ensure that changes in interest rates gng
charges are effected only prospectively.

c)

(iv) Post disbursement supervision

a) Post disbursement supervision by lenders, particular]y in
respect of loans upto Rs.2 lakhs, should be constructive witha yiey
to taking care of any" lender-related" genuine difficulty thy the
borrower may face.

b) Before taking a decision to recall / accele{rate payment o
performance under the agreement or seeking additional Securities,
lenders should give notice to borrowers, as specified in the |oap
agreement or a reasonable period, if no such condition exits in the
loan agreement.

¢) Lenders should release all securities on receiving payment of
loan or realisation of loan subject to any legitimate right or lien for
any other claim lenders may have against borrowers. If such right
of set off is to be exercised, borrowers shall be given notice about
the same with full particulars about the remaining claims and the
documents under which lenders are entitled to retain the securities
till the relevant claim is settled/paid.

(v) General

a) Lenders should restrain from interference in the affairs of the
borrowers except for what is provided in the terms and conditions
ofthe loan sanction documents (unless new information, notearlier
disclosed by the borrower, has come to the notice of the lender).

b) Lenders must not discriminate on grounds of sex, caste and
religion in the matter of lending. However, this does not preclude

TR N 'v

lenders from participating in credit-linked schemes framed for
weaker sections of the society.

o= knawledgean record.

o - ¢) Terms and conditions and other caveats governing credit
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facilities given by banks/ financial institutions arrived at after
negotiation by lending institution and the borrower should be
reduced in writing and duly certified by the authorised official. A
copy of the loan agreementalong with a copy each of all enclosures
ioted in the loan agreement should be furnished to the borrower.

¢) Inthematter ofrecovery of loans, the lenders should not resor.
to undue harassment.

d) In case of receipt of request for transfer of borrowal account,
either from the borrower or from a bank/financial institution, which
proposes to take- over the account, the consent or otherwise 1¢:

objection of the lender, if any, should be conveyed within 21 days

d) “As faras possible, the loan agrcementsllqtnidclearlystipulate from the date of receint of
pt of request.

credit facilities that are solely at the discretion of lenders. These
may include approval or disallowance offacilities, such as, drawings
bevond the sanctioned limits, honouring cheques issued for the

. pu'rpose other than specifically agreed to in the credit sanction, and
"i%allowing drawing on a borrowal account on its classification as
. a ngn-performing asset or on account of non-compliance with the
rerrps.dl‘sanction_ It may also be specifically statec.l that the lender
dod$ not have an obligation to meet further requirements of the

(Source: DBOD. Leg. No.BC. 104 /09.07.007/2002-03 dated May 5. 20"
2.0 HOUSING LOAN IN RUPEES TO NRIs/P10s

.It h.as been clarified that authorised dealers/housing financ
institutions may grant loans to Non-Resident Indians (NRI
Persons of Indian Origin (PIOs) for purpose ofrepairs.-’ren““‘““”
Improvement of residential accommodation owned by them "

‘borrowers.on account of growth in business etc. without proper India.
view of credit limits. , o
review ol (Source: A.P. (DIR Series) Circular No.95 dated /‘P”f 20
2003
‘ The Chartered Accountant World - MaY
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3.0 GUIDELINES FORISSUE OF COMMERCIAL PAPER

In order to provide further flexibility to both issuers and investors
in the CP market, it has been decided that non-bank entities
including corporates may provide unconditional and irrevocable
guarantee for credit enhancement for CP issue provided :

(i)  the issuer fulfils the eligibility criteria prescribed for issuance
of Commercial Paper (CP);

(11) the guarantor has a credit rating at least one notch higher than
the issuer by an approved credit rating agency and

(111) the offer document for CP properly discloses the networth of
the guarantor company. the names of the companies to which
the guarantpr has issued similar guarantees, the extent of the
guarantees offered by the guarantor company, and the
conditions under which the guarantee will be invoked.

It is further advised that banks are allowed to invest in CPs
guaranteed by non-bank entities provided their exposure remains
within the regulatory ceiling as prescribed by RBI for unsecured

qxposures.

(Source: IECD.No. 19 /08.15.01/2002-03 dated April 30, 2003)
4.0 GUARANTEES AND CO-ACCEPTANCES

Banks may henceforth, be allowed to issue guarantees favouring
other banks/Fls/other lending agencies for the loans extended by
the latter, subject to strict compliance with the following conditions:

(i) TheBoard of Directors should reckon the integrity/ robustness
of the bank's risk management systems and accordingly putin
place a well-laid out policy in this regard.

(i) The guarantee shall be extended only in respect of borrower
constituents and to enable them to avail of additional credit
facility from other banks/Fls/lending agencies.

(iii) The guaranteeing bank shall assume a funded exposure of at
least 10% of the exposure guaranteed.

(Source: IECD No. 17 /08.12.01/2002-03 dated April 5, 2003)

5.0 EXTENSION OF CREDIT/NON-CREDIT FACILITIES
o TO INDIAN JVs/WOSs ABROAD

It has now been decided to revise the ceiling from 5% of the
unimpaired Tier - I capital to 10% of banks' unimpaired capital
funds (Tier I and Tier Il capital) for banks to offer credit/non- credit
facilities to Indian Joint Ventures / Wholly Owned Subsidiaries
abroad. The following conditions stipulated in our circular referred
to above for such facilities will, however, remain unchanged:

(i) Loan will be granted only to those joint ventures where the
holding by the Indian company is more than 51%.

(ii) The resource base for such lending should be funds held in
foreign currency accounts such as FCNR(B), EEFC, RFC etc.
in respect of which banks have to manage exchange risk.

The above facility is subject to review, after one year.

(Source: DBOD.IBS.BC. 94/23.37.001/2002-03 dated April 8. 2003)
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6.0 OVERSEAS

INVESTMENTS BY RESIDENT
INDIVIDUALS / CORPORATES - CLARIFICATIONS

1. Remittance towards registration with overseas brokerage

firms — Authorised dealers are permitted to allow initial
remittances towardsregistration charges forindividuals/corporates
to register themselves with overseas brokerage firms.

2. Availment of various facilities provided by overseas

brokerage firms - Atpresentoverseasinvestmentis permitted
incompanies listed on a recognised stock exchange and which
have a minimum sharcholding of 10% in an Indian company
listed on a recognised stock exchange in India. Investment in
money market funds or bank deposits is not permitted.
Investment is allowed in equity instruments by way of cash
remittances only. Investment with borrowed funds is not
permitted. Similarly, the investors are not permitted to lend
the securities acquired and lying with the brokers or with a
depository for the purpose of earning any return thereon.

3. Investment in -

a. Listed companies where subsidiaries are holding 10% or
more stake in listed Indian companies

b. Listed foreign companies where investment is through a
Special Purpose Vehicle (SPV) and

¢. Listed foreign financial funds holding 10 per cent stake
in a listed Indian company

Investment in the companies referred to above is not permitted.
Source: AP (DIR Series) Circular No.96 (April 28, 2003)

7.0 GUIDELINES FOR INVESTMENTS IN FOREIGN
SECURITIES BY MUTUAL FUNDS

It has been deuded to p(,mnt cach mutual hmd to nvest up to 10°¢

amaximum of US$ 50 million for each mutual hmd nlm[};un e oF e
the size of the assets as specitied in SEBI circular MV CIRA Lé%/»‘f
21826/2002 dated November 7 2002 remains UTLCW?% .

tSource: SEBI/MFD/CIR No:2/ 6855, "()f)?‘lufe(l April 4, 20034

8.0 THE SECURITISATION CO\IPA\:?'IE,S (‘\‘:J
RECONSTRUCTION COMPANIES GUIDELINES

The Reserve Bank of India, having considered it ne&cssary in thlc
public interest, and being satisfied that, for the purpose of enabling
the Reserve Bank to regulate the financial system to the advanuuz:*
of the country and to prevent the affairs of any Secumis.ati:m
Company or Reconstruction Company from being conducted-ifi a
manner detrimental to the interest of investors or in any manner
prejudicial to the interest of such Securitisation Coinpany or
Reconstruction Company, it'is necessary to issue the guidelines
and directions relating to registration, measures of assct
reconstruction, functions of the company, prudential norms,*
acquisition of financial assets and matters related thereto, as sef (:Lﬁ
under ‘The Securitisation Companies and Rcconstmcnon
Companies (Reserve Bank) Guidelines and Directions, 2()()1_ and
available at RBI website www.rbi.org.in i

Source: Notification No.DNBS.2/CGM(CSM)-2003. dated April 23 2003
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I.  Remittance towards registration with overscas brokerage
firms — Authorised dealers arc permitted to allow initial
remittances owards registration charges forindividuals/corporates
to register themselves with overseas brokerage firms.

2. Availment of various facilities provided by overseas
brokerage firms — Atpresentoverseas investment s permitted
in companies listed on arecognised stock exchange and which
have a minimum shareholding of 10% in an Indian company
listed on a recognised stock exchange in India. Investment in
money market funds or bank deposits is not permitted.
Investment is allowed in equity instruments by way of cash
remittances only. Investment with borrowed funds is not
permitted. Similarly, the investors are not permitted to lend
the securities acquired and lying with the brokers or with a
depository for the purpose of earning any return thereon.

3. Investment in -
a. Listed companies where subsidiaries are holding 10% or
more stake in listed Indian companies
b. Listed foreign companies where investment is through a
Special Purpose Vehicle (SPV) and
c. Listed foreign financial funds holding 10 per cent stake
in a listed Indian company

Investment in the companies referred to above is not permitted.
Source: A.P. (DIR Series) Circular No.96 (April 28, 2003)

7.0 GUIDELINES FOR INVESTMENTS IN FOREIGN
SECURITIES BY MUTUAL FUNDS

It has been decided to permit each mutual fund to invest up to 109
of their net assets as on January 31, 2003 for investmme)
securities. However, the limit of a minimum of US& 51
amaximum of US$ 50 million for each mutual fund irr esp;m\ ¢ of
the size of the assets as specified in SEBIL cuculat CIRY Lgﬁ#‘*
21826/2002 dated November 7 2002 remains’ unc ane d. .4 _,&,

(Source: SEBI/MFD. CIR No'2/ 6855/ 2003 duf( d April 4, 20035

80 THE SECURITISATION COMPANTES™ r«:’
RECONSTRUCTION COMPANIES GUIDELINES

f

The Reserve Bank of India, having considered it necessary in the
public interest, and being satisfied that, for the purpose of enabling
the Reserve Bank to regulate the financial system to the advantage
of the country and to prevent the affairs of any Seculitisation
Company or Reconstruction Company from being LOTldU(,[Ld ‘i a
manner detrimental to the interest of investors or in any méanner
prejudicial to the interest of such Securitisation Coipany or
Reconstruction Company, it is necessary to issue the guidelines
and directions relating to registration, measures of asset
reconstruction, functions of the company, prudential norns,*.
acquisition of financial assets and matters related thereto, as set 01&
under ‘The Securitisation Companies and Recon%trquon
Companies (Reserve Bank) Guidelines and Directions, 2003 aid
available at RBI website www.rbi.org.in ‘ »" i

Source: Notification No.DNBS.2/CGM(CSM)-2003, dated 411r‘i{ 33.= 2003
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Mr. Naveen Jain, Corporate Director - Operational Controls, The Oberoi Group & Chairman,
CFO World, presenting a bouguet to Mr. Arun Jaitley, Union Minister of Industry &
Commence and Mr. Vineet Jain, MD, Bennet Coleman looks on.
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Mr. Vimal Khanna, CFO, Hughes Software Systems & Vice Chairman, CFO World,
presenting a bouquet to Mr. Arun Kumar, President & MD, Hughes Software. Other seen are
Ms. Chandralekha Roy, Economic Times.
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SUMMIT

Challenges & Oppoguaiti

CFO World-Managing Committee Members, (L-R) -Mr. Sunil Khemka, Vice Chairman, CFO
World, Mr. Vinod Jain, President, AICAS, Mr. Vimal Khanna, Vice Chairman, CFO World,
Mr. Naveen Jain, Chairman, CFO World & Mr. D.C. Mathur, Jt. MD, Hotline CPT Ltd.

( L<R):’M r. Sunil Khembka, GM- Finance, Goetze India Ltd., Mr. Vimal
Khanna, CFO, Hughes Software Systems, Mr. Vinod Jain, Chairman,
INMACS Limited & Mr. Uday Kotak, MD, Kotak Mahindra.
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CFO World Stall at the occasion of India Financial Summit at
Oberoi Towers, Mumbai

NS

ike: . ; - . |
Mr. Vinod Jain, Chairman, INKMACS Limited and President, AICAS, presenting a bouquet
to Mr. Jagdish Khattar, Managing Director, Maruti Udyog Limited. Mr. Tejinder Khanna,
Chairman, Ranbaxy looks on.

62

M. Vinod Jain, President, AICAS and Mr. Naveen Jain, Chairman, CFO World in_an"_
informal interaction with Mrs. Indu Jain, Chairperson, Times of India Group. 5

il i
Mr. Vimal Khanna, CF O, Hughes Software Systems & Vice Chairman, CFO World, welcomiu

Mr. Arun Jaitley, Union Minister of Industry & Commerce. Others seen are Mr. Vinod Jain
President, AICAS and Mr. Sunil Khemka, GM - Finance, Goetze India Ltd. i 4

Cross section of delegates .
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