
Banks for 1-2% 
project finance 
provisioning
RBI proposed 5%; industry sees short-term pain

MANOJIT SAHA & SHINE JACOB 

Mumbai/Chennai, 7 May 

C
Commercial banks are plan-
ning to write to the Reserve 
Bank of India (RBI), seeking a 
lower provision rate of 1-2 per 

cent as compared to the 5 per cent  
proposed in the recent draft norms on 
project finance. These draft norms  
propose to increase standard asset pro-
vision to 5 per cent, even for existing 
loans, from 0.4 per cent currently. 

Such an  increase in provisioning 
requirements could push the financing 
cost of projects, potentially rendering 
them unviable, argue bankers and 
experts. According to industry execu-
tives, lenders would suggest a 1 per cent 
standard asset provision for government 
or public sector projects, given the lower 
risk involved. For other projects, they 
would propose a 2 per cent provision. 

The RBI recently released draft 
norms on the ‘Prudential Framework for 
Income Recognition, Asset Classification 
and Provisioning pertaining to Advances 
— Projects Under Implementation’. 
These guidelines propose a phased 5 per 
cent standard asset provision during the 
construction phase. 

A senior banker from a large public 
sector bank expressed concerns, saying: 
“For existing proposals, which are under 
construction and for which financing 
has already happened, if the provision-
ing is increased to 5 per cent, the  
economics of the project could be doubt-
ful. One does not know if the project will 
still be viable.” Turn to Page 6 > 

A LOOK AT EXPOSURE
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FMCG... 
Varun Berry, vice chairman and 
managing director at foods 
major Britannia Industries, 
echoed similar sentiments. He 
told investors that the company 
would aim to grow volumes 
despite the outlook for the year 
not being deflationary.           

“Our outlook on this year is 
slightly inflationary, which is 
healthy inflation of 3 per cent or 
thereabouts,” Berry said. After 
elections and monsoon, the 
company would look at a dou-
ble-digit volume growth, he said. 

Dabur India and Nestlé 
India are on the volume growth 
path as well. Nestle India will 
concentrate on volume-led 
growth going forward, chair-
man and managing director 
Suresh Narayanan said after the 
company’s quarterly results. It 
recorded a volume growth of 4-
5 per cent in the March quarter. 

“My objective is to pace up 
on volume growth. Between 
2016-17 and 2022, we had a vol-
ume growth of almost 8-9 per 
cent out of a total growth of 11- 
12 per cent,” Narayanan said 
while adding that the company 
will now focus on ramping up 
distribution to drive penetra-
tion in the more than 200,000 
villages it now covers. The com-
pany wants to increase its total 

retail outlets from 5.1 million 
currently to 6 million over the 
next four to five years to drive 
this growth. A good monsoon 
and the re-injection of money 
after the formation of a new 
government will drive up pri-
vate consumption and benefit 
consumer companies, he said.  

Homegrown FMCG player 
Dabur India, which recorded a 
volume growth of 5.5 per cent 
in FY24, too is planning to stay 
focussed on volumes this finan-
cial year. “If we have to grow, 
volume growth is mandatory. 
We have taken a target of mid-
to-high single digit volume 
growth, for which we need to 
increase our penetration. With 
80 per cent penetration, we are 
already present in eight out of 
10 households. If we want our 
entire portfolio to every house, 
volume growth is something we 
have to do without any compro-
mises,” said Mohit Malhotra, 
chief executive officer at Dabur 
India, during a call with 
investors after the Q4 results. 

Malhotra told investors that 
Dabur’s gross margin in mid-
term to long-term will grow, but 
not to the extent it did in the 
previous year. That’s because 
the company wants to increase 
its media spend. 
Banks... 
The official further said the 
sudden increase in provision to 

5 per cent of the loan amount 
could “threaten the viability of 
existing cases”, which have 
been assessed based on  
certain presumptions. 

Bankers plan to request the 
Indian Banks’ Association (IBA) 
to ask all lenders to conduct an 
impact assessment on their 
current portfolio and future 
projects. “When we meet the 
RBI, we should be able to pres-
ent before it the real picture of 
the expected impact on us (due 
to the proposed increase in pro-
visioning),” said the executive. 

The executive suggested dif-
ferent treatment for govern-
ment-owned entities or the 
public sector due to the implied 
sovereign backing. In such cas-
es, the provisioning could be 1 
per cent. For others, it could be 
2 per cent. If a project is facing 
delays, the provisioning could 
be increased. 

Banks acknowledge that 
some lenders may be offering 
rates for infrastructure projects 
by linking such loans to short-
term rates like the repo rate. 
However, if that were the case, 
the RBI would have mandated 
linking project loans to longer-
term rates like the marginal cost 
of fund-based lending (MCLR), 
rather than imposing blanket 
provision requirements. 

Shanti Lal Jain, managing 
director and chief executive 
officer of Indian Bank, said: 
“Your balance sheet should be 

strong enough to take that kind 
of a risk... These are draft guide-
lines, so we will discuss them 
within the bank and the IBA 
and will give our request to the 
RBI to consider it.” He stressed 
that Indian Bank would be least 
impacted as 63 per cent of its 
loan book is towards retail, 
MSME, and agriculture. 

One reason for the sharp 
increase in provision norms is 
the rise in non-performing 
assets (NPAs) in the past 
decade, primarily due to many 
infrastructure loans turning 
bad. Gross NPAs hit 11.8 per 
cent of gross advances by 
March 2018, but have fallen 
over the past five years to 3.2 
per cent as of September 2023. 

Bankers claim to have 
learned from past mistakes, 
with loans going bad due to 
issues concerning environmen-
tal clearance, land acquisition, 
and others. “Now, no bank dis-
burses unless a minimum of 90 
per cent of land is acquired, and 
all permissions are in place 
before disbursements,” said 
another banker. 

Infra sector: Analysts see 
short-term pain 
Rating industry experts and 
infra sector representatives pre-
dict short-term pain but believe 
the move is positive from a 
longer-term perspective. 

Rajashree Murkute, senior 
director at CareEdge Ratings, 

said: “The draft guidelines for 
project financing proposed by 
the RBI, if implemented, are 
expected to present funding 
challenges for both under-con-
struction and operational infra-
structure projects.” 

The rating agency said the 
change in provisioning stan-
dards will directly impact the 
cost of debt, potentially damp-
ening the bidding appetite from 
infrastructure developers in the 
medium term. 

“Projects with stable cash 
flows, such as road annuities, 
transmission, and commercial 
real estate, typically see an 
improvement in credit profile 
within one year of establishing 
a payment track record from 
the counterparty. Therefore, 
the mandate to reduce debt by 
20 per cent to lower provision-
ing could delay the realisation 
of interest rate benefits for 
such operational projects, 
despite an enhanced credit 
profile,” said Murkute. 

A mandatory tail period 
accounting for 15 per cent of a 
project’s economic life will 
restrict the ability of infra-
structure projects to secure 
additional top-up loans, 
CareEdge Ratings said.  It will 
necessitate an 8-10 per cent 
increase in equity require-
ments for the hybrid-annuity 
model (HAM)-based road proj-
ects to align the loan tenure 
with 85 per cent of the eco-

nomic life for concessions 
lasting 15 years, noted 
Murkute. 

ICRA, too, echoed con-
cerns regarding HAM road 
projects of National Highways 
Authority of India (NHAI). 
Vinay Kumar G, vice-presi-
dent and sector head-corpo-
rate ratings, ICRA, highlighted 
practical challenges in imple-
menting the proposed RBI 
regulations. “For a HAM road 
project of NHAI, the annuity 
becomes due for payment 
after 180 days of COD (com-
mercial operations date), and 
the authority (NHAI) has 15 
days for making the annuity 
payment as per the concession 
agreement. To address these 
timelines, HAM project sanc-
tions generally have seven 
months (or higher) repayment 
moratorium from the COD 
date which provides a cushion 
of more than one month in 
case of administrative delays 
in annuity receipt, if any. 
However, the proposed RBI 
regulations will have practical 
challenges in implementing as 
the maximum moratorium 
period allowed is six months, 
thereby providing no head-
room in case of delays in 
annuity receipt.” 

(With inputs from 
Dhruvaksh Saha, Shreya Jai & 
Abhijit Lele) 

More on business-standard.com 
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DoT’s LIKELY 100-DAY AIM: New inter ministerial panel to coordinate policy, AI-based consent platform in works
SUBHAYAN CHAKRABORTY 

New Delhi, 7 May 

The Department of 
Telecommunications (DoT) is 
planning to check rising spam 

calls and text messages through mul-
tiple interventions within the first 
100 days of the new government tak-
ing office, according to officials. 

A new inter-ministerial panel to 
check spam, updates to the Chakshu 
portal, and the mandatory imple-
mentation of artificial intelligence-
based digital consent-acquisition 
(DCA) technology by telcos are 
among the steps being planned by 
the department, they added. 

Earlier this year, Prime Minister 
Narendra Modi had asked ministers 
to draft key deliverables and a road 
map from their ministries for the first 
100 days of the government if the 
same government continued. 

Classified as “unsolicited com-

mercial communication” (UCCS), 
usually sent by unregistered telemar-
keters (UTMs), spam has been high-
lighted as a key focus. 

A new panel for curbing spam is 
expected to be set up for better coor-
dination. It will include the DoT, the 

Ministry of Consumer Affairs, and 
the Telecom Regulatory Authority of 
India (Trai). The panel will work on 
draft guidelines for phone calls made 
over the internet and WhatsApp, a 
key area of concern, officials said. It 
may also include telecom operators. 

The department is planning to roll 
out updates to its Chakshu portal, 
which allows citizens to report 
mobile numbers suspected of fraud-
ulent communication received on 
call, short messaging service (SMS), 
or social media like WhatsApp. 
Launched in March, it triggers re-ver-
ification of suspected fraudulent 
numbers. Failing re-verification, the 
number will be disconnected. 

“The platform is foolproof but 
some people have raised some 
queries on whether it can be misused 
by mischievous elements. The portal 
will be updated to further tighten 
watch not only on fraud but also large 
volumes of spam that originate from 
certain numbers,” an official said. 

Implementing DCA 
The department is also planning to 
step up the DCA platform by telcos, 
mandated by Trai last year, to curb 
spam and excessive tele-calling. A 

unified platform to seek, maintain, 
and revoke consent given by cus-
tomers on receiving commercial 
communication from businesses, 
DCA was brought in to give con-
sumers control over who can mes-
sage them. 

However, Trai has flagged the 
slow pace exhibited by operators like 
Reliance Jio, Bharti Airtel, Vodafone 
Idea, and Bharat Sanchar Nigam Ltd 
in taking private businesses into the 
system. But the operators have 
blamed the sluggish response from 
industry. Till now, there is no unified 
system for customers to provide or 
revoke consent. In the earlier system, 
customer consent was obtained and 
maintained by businesses. 

The problem often starts when 
these businesses purchase bulk SMS 
from a telemarketer to send texts to 
its clients and customers. As a result, 
telecom service providers cannot 
check the veracity of consent.

IN BRIEF

Government and industry should work together to bring down 
import dependence in the medical device segment to below 50 per 
cent over the next five years, Department of Pharmaceuticals 
Secretary Arunish Chawla said on Tuesday. Chawla noted that 
deliberations were also held during the Meditech Stackathon 2024 
to scale the medical device exports to match the level of imports of 
such articles into the country. PTI

‘Govt, pharma industry must 
work to cut import dependence’

Three Independent MLAs on Tuesday announced that they have 
withdrawn their support to the Nayab Singh Saini-led government 
in Haryana. The three MLAs — Sombir Sangwan, Randhir Gollen, and 
Dharampal Gonder — decided to extend support to the Congress. 
“Nayab Singh Saini government is now a minority government. 
Saini should tender his resignation as he does not have right to stay 
even for a minute,” said state Congress chief Udai Bhan. PTI

3 Independent MLAs withdraw 
support to Saini govt in Haryana

Incremental credit flow is expected to moderate to ~24.5 trillion in 
FY25, corporate bond issuances are expected to rise by 9.9 per cent 
to ~10.6 trillion during the same period, against ~10.2 trillion in FY24, 
according to a report by ICRA. Non-food bank credit  had reached a 
record high in FY24 as strong demand for loans from retail borrowers 
and non-bank finance companies (NBFCs) drove a major portion of 
the incremental flow of credit from banks. ANJALI KUMARI

Corporate bond issuances may 
log another yr of growth: ICRA

In a major relief to 25,753 teachers and non-teaching staff of West 
Bengal, the Supreme Court on Tuesday stayed the order of the 
Calcutta High Court order invalidating their appointment made by 
the state's School Service Commission (SSC) in the state-run and 
state-aided schools. The SC, however, permitted the central probe 
agency, CBI, to continue with its investigation and said it may probe 
even the members of the state cabinet if needed. PTI

SC stays Calcutta HC order 
cancelling over 25,000 jobs

Rural Electrification Corporation (REC) is planning to raise up to 
~6,000 crore through two bonds with different maturities. The firm 
plans to raise ~3,500 crore through the first bond, which will 
include ~2,500 crore in greenshoe option, and it mature in 10 years 
17 days or on May 31, 2034. REC will raise additional ~3,500 crore 
through reissuance of its 6.9 per cent, March 31, 2031 bond. The 
company had invited bids for the same on Friday. ANJALI KUMARI

REC plans to raise ~6,000 crore 
through two bonds Friday

Govt to crack down on rising spam  Iraq closes gap 
as Moscow’s oil 
discounts shrink
Tighter US sanctions, Russia’s crude 
output cut hurt discounts to India
S DINAKAR 

Amritsar, 7 May 

The allure of cheap 
Russian crude oil to 
Indian refiners faded in 
the financial year 2023-
2024 (FY24) after Russian 
discounts shrank and Iraq 
offered better rates to claw 
back into the Indian crude oil 
market, the Indian government 
data shows. The rising costs of 
sourcing Russian crude oil may  
contribute to lower gross refining 
margins of Indian state-run firms 
in the previous quarter, said 
industry officials. 

Russian oil was cheaper than 
Iraqi crude by less than $3 per 
barrel in FY24 compared to over 
$7 per barrel a year earlier, 
according to calculations by 
Business Standard based on cus-
toms data. Iraq was India’s 
biggest crude supplier until two 
years back but the Russian inva-
sion of Ukraine forced Moscow 
to redirect its European supplies 
to China and India at steep dis-
counts, becoming India’s biggest 
crude source in FY24. 

Russian supplies averaged 
$76.4 per barrel in FY24 on a 
landed basis in India compared 
to $79 per barrel for Iraqi  
shipments. In FY23, Iraqi oil aver-
aged $90.6 per barrel compared 
to $83.2 per barrel for Russian  
oil. Venezuelan crude was the 
cheapest in FY24 at $64 per bar-
rel because it is a poor quality, 
heavy, high sulphur grade, which 
can be processed only by 
advanced refineries like Reliance 
Industries’ Jamnagar facility. 

Iraqi grades have turned 
cheaper in calendar year 2024. 
Its benchmark Basrah oil was 
cheaper than Russian oil by $2 
per barrel in March, the latest 
month for which data is avail-
able. Iraqi oil averaged $78.6 per 
barrel in March compared to 
$80.6 per barrel for Russian oil, 
customs data showed. Indian 
refiners are buying heavier 
grades of Basrah crude on which 
Iraq is offering small discounts, 
said a Mumbai-based refiner. He 
did not give details. But there are 
limitations on how much crude 
Iraq can supply to India, the 
refining official said. This is com-
pared to Russia, which supplied 
record volumes of over 2 million 
barrels per day in mid-2023,  said 
the official. 

Lower rates are reflected in 
higher volumes. Volumes from 
Iraq averaged 1.35 million barrels 
per day (bpd) in March compared 
to 1 million bpd for FY24, cus-
toms data shows. Russian sup-
plies averaged 1.69 million bpd 
in March compared to $1.67 mil-
lion bpd for FY24. In FY23, Iraqi 
and Russian volumes were simi-
lar at 1.02 million bpd. 

The resurgence of Iraqi oil can 
be attributed to two factors, said 
Indian refining sources. The 
tightening of US sanctions on 
Russian shipping coupled with 
reduced availability of Russian 
oil due to its participation in the 
Opec+ grouping’s production 
cuts has hurt discounts. Also, 

Baghdad is offering oil at com-
petitive rates to Indian refiners, 
a state-run refining official said. 

The near halving of Russian 
discounts in FY24  is reflected in 
the shrinking gap between Iraqi 
and Russian oil rates, said indus-
try sources. The discounts are cal-
culated off European crude 
benchmark Brent on a delivered 
basis. Discounts offered on 
Russian oil to India have shrunk 
since late 2023 by 77 per cent com-
pared to the fourth quarter of 
FY23, with rates staying in the 
$3.50 per barrel levels since last 
October. Discounts averaged only 
$5.8 per barrel in FY24 compared 
to $10.5 per barrel in FY23, accord-
ing to a state-run refining official. 

Freight and insurance rates 
have also increased over the past 
few months on Russian ship-
ments after nearly 10 per cent of 
the Russian fleet was affected by 
fresh US sanctions imposed 
since last October, an industry 
official said. Indian refiners pur-
chase Russian oil on a delivered 
basis and any increase in freight 
or insurance is adjusted in dis-
counts, said a Mumbai-based 
refining official. 

“If the discounts on purchas-
es of Russian crude persist at the 
prevailing low levels, India’s net 
oil import bill may widen to $101-
104 billion in FY2025 from $96.1 
billion in FY2024, assuming an 
average crude oil price of $85/bbl 
in the fiscal,” said ICRA. 

PEER 
COMPARISON 

India crude 
imports   

(in $/barrel) 

nFY23  nFY24 

Iraq 90.6 
79.0 

Russia 83.2 
76.4 

Saudi Arabia 100.5 
90.3 

UAE 104.0 
89.2 

US 91.6 
86.3 

Venezuela NA 
64.0 

Nigeria 109.0 
91.0 

Source: Indian customs data

Fuel demand up 
6.1% in April
Fuel consumption in the 
country rose by 6.1%  
year-on-year in April, data 
from the Petroleum Planning 
and Analysis Cell of the oil 
ministry showed on Tuesday. 
Total consumption totalled 
19.86 million tonnes (4.85 
million barrels per day) in 
April, up from 18.71 million 
tons last year, data showed. 
Demand was down 5.8 per 
cent on a monthly basis from 
the 21.09 million tonnes 
consumed in March. REUTERS

Global biofuel alliance sets 
up three-pronged work plan
SUBHAYAN CHAKRABORTY 

New Delhi, 7 May 

While it remains without a charter, or a 
permanent secretariat, the Global 
Biofuel Alliance (GBA) has adopted a 
work plan focused on assessing country 
landscapes, drafting policy frame-
works, and conducting biofuel work-
shops, petroleum and natural gas min-
istry officials said. 

These were adopted as immediate 
goals at a key meeting of the body held 
on the sidelines of the G20 deliberations 
in Brazil last month. And, the officials 
added that the GBA has decided to take 
stock of them in July. 

“India has also suggested three poten-
tial workstreams to support biofuel trade, 
increase awareness in biofuels, and iden-
tify support mechanisms for enhanced 
adoption of biofuels,” an official said. 

Launched on the sidelines of the 2023 
G20 summit in New Delhi, the GBA aims 
to reshape the global landscape and 
expedite uptake of biofuels worldwide. 
It also hopes to set standards for biofuel, 
expand the size of formal biofuel markets 
and better map demand and supply. 

The India-led initiative has seen 24 
countries signing up so far, with special 

interest generated among African 
nations. Apart from G20 member South 
Africa, non-G20 nations like Kenya and 
Uganda are on the list, while Tanzania is 
keen on joining, sources said. 

However, officials could not clarify 
when or where a new secretariat for the 
GBA would be unveiled. Talks on creat-
ing a governance structure and charter 
would also take some time, they hinted. 

India and Brazil are the main drivers 
at the GBA. “Beyond the initial interest 
evinced by all stakeholders since the 
GBA was formed, a major push to the ini-
tiative has been given by Brazil, as part 
of the current G20 chair. India's goals 

with regard to biofuels align with Brazil’s 
in the long term,” another official said. 

The primary work plan was taken up 
at a key meeting on the sidelines of the 
Energy Transitions Working Group meet 
in Brazil. 

More global engagements 
Building up the profile of the GBA, and 
placing its plans and objectives in front 
of a global audience has been prioritised, 
officials said. 

Case in point, the GBA has engaged 
at the United Nations COP28 Summit in 
Dubai. It was also present at the annual 
meeting of the World Economic Forum 
in Davos, and the government's India 
Energy Week global summit in Goa, ear-
lier this year. 

In April, the GBA made presentations 
on the sidelines of the G7 energy minis-
ter’s meeting in Italy. Among the G7 
nations, Italy and the United States are 
part of the alliance. 

New Delhi also hopes the GBA will 
position India as a climate & sustainabil-
ity champion and further bolster the 
country as the voice of the Global South. 

Key to this is India helping lower and 
middle income countries also start their 
biofuels programme. 

India contributes 2.7%, according to the 
IEA. Despite this, India remains the 
third-largest producer of ethanol

DoT also plans to roll out updates to its Chakshu portal, which allows 
citizens to report mobile numbers suspected of fraudulent 
communication received on call, SMS or social media like WhatsApp

SHIVA RAJORA 

New Delhi, 7 May 

The Employees’ Provident Fund 
Organisation (EPFO) is ‘actively’ evaluat-
ing its options following a recent 
Karnataka High Court judgement that has 
struck down the inclusion of international 
workers under the ambit of Employees’ 
Provident Fund (EPF), terming it as 
“unconstitutional and arbitrary”. 

“The EPFO acknowledges the recent 
judgement issued by the esteemed High 
Court of Karnataka. The EPFO is actively 
evaluating the course of action in 
response to this judgement,” the social 
security organisation said in a statement 
on Tuesday.  

Earlier in April, hearing a bunch of 
writ petitions filed by the employees and 
employers belonging to sectors such as 

education, logistics, real estate and tech-
nology, a bench headed by Justice K S 
Hemalekha held that the EPF is estab-
lished to guarantee retirement benefits 
for employees in lower salary brackets. 
She emphasised that it would be inac-
curate to argue that employees earning 
higher salaries should also receive ben-
efits under this law.  

Paragraph 83 of the Employees’ 
Provident Fund Scheme, 1952 and 
Paragraph 43A of the Employees’ 
Pension Scheme, 1995 which were struck 
down were introduced in 2008.  

Sonu Iyer, partner at EY India says 
the petitioners argued in the court that 
international workers are covered under 
the scheme irrespective of the amount 
of salary drawn. Whereas domestic work-
ers who draw monthly pay exceeding the 
prescribed statutory ceiling (~15,000 per 

month) are outside the purview of the 
provident fund scheme.  

“The petitioners further argued that 
international workers work in India only 
for a limited period and requiring them 
to pay contributions on their entire 
global salary would cause irreparable 
injury,” Iyer said. 

The Karnataka High Court also 
rejected the government’s argument to 
mandate contributions under these pro-
visions as a form of reciprocity to 
uphold social security agreements, 
deeming it “unsustainable”. 

The EPFO in its response to the judg-
ment also added that India presently has 
social security agreements with 21 coun-
tries and these agreements ensure con-
tinued social security coverage for 
employees from these nations on a 
mutually reciprocal basis.  

EPFO reviewing options after K’taka HC ruling


