
Traffic volume may drive 
success of fresh BOT plan
MEGHA MANCHANDA 
New Delhi, 16 October 

The financial strength 
of companies and 
lower project risk 

could be crucial determi-
nants in the success of the 
new build-operate-transfer 
(BOT) model, which the gov-
ernment is banking on to 
bring in private money to 
build national highways. 

The National Highways 
Authority of India (NHAI) is 
likely to offer by month-end 
a 70-km stretch in Karnataka, 
costing around ~1,700 crore, 
on a BOT basis. 

The stretch appears to be 
small but companies say it is 
traffic and toll revenue  
and not the contract’s ticket 
size that would make a  
project viable. 

“Size is not a big determi-
nant. It is the anticipated 
traffic on that stretch and the 
expected revenue from the 
project are important fac-
tors,” Devendra Jain, chief 
executive officer, Dilip 
Buildcon, told Business 
Standard. 

The company has 
executed seven BOT projects 
— six annuity and one toll —
in the past and is open to 
evaluating the ones that 
would be offered. 

Experts say kick-starting 
the process with relatively 
small stretches will help in 
testing the waters. 

“The Ministry of Road 
Transport and Highways 
recently revamped the BOT 
concession agreement. 
Considering that there has 
been a pause in awarding 
such contracts, it’s best to 
start with a small stretch and 
test the investor appetite,” 
said Jagannarayan 
Padmanabhan, director 

(transport), CRISIL 
Infrastructure Advisory. 

Success would depend on 
how accommodative the 
authority is towards the  
private sector, he said. 

Smaller projects could 
help in a faster turnaround or 
attaining a completion cycle, 
which could provide oppor-
tunities for a bigger pool of  
companies. 

“The smaller contract will 
save six-eight months’ con-
struction time. It also means 
more companies can partici-
pate in tendering, which 
allows for more competition 
and a better price discovery 
for the contract,” Union Road 
Secretary Giridhar Aramane 
told Business Standard. 

The government, 
however, has not closed the 
option of offer-
ing bigger BOT 
projects. “We 
may execute 
such projects 
but now we 
want to start 
small and then 
graduate to big 
contracts,” 
Aramane added. 

The new 
offer by the 
NHAI is the first 
such project in 
over two years. 
The previous 
BOT one – the Hapur-
Moradabad highway – was 
awarded in March 2018 to 

IRB Infra for approximately 
~3,400 crore. 

In February this year, the 
NHAI came out with the new 
BOT guidelines to encourage 
private participation. 

In its recent report on 
infrastructure, HDFC 
Securities said Dilip Buildcon 
started FY21 with a bang with 
order flows of more than 
~10,000 crore and surpassing 
those of FY20. 

For PNC Infratech, the 
report said while its turnover 
was ~4,500 crore, it needed 
to go beyond roads and use 
its track record in railways to 
get new wins. 

Sadbhav Engineering has 
sold the assets of Sadbhav 
Infrastructure Project. It 
needs private equity, the 
report said. 

The thought behind 
changing the guidelines was 
the exit of large companies. 
These companies had the 
appetite for such projects but 
shied away from them  
due to delayed returns on 
investment, rigid concession 
agreements, and legal dis-
putes with the government. 

The new model conces-
sion agreement 
states if there is 
a default, the 
NHAI and the 
concessionaire 
can ask the 
lender or banks 
to invite, nego-
tiate, and pro-
cure other offers 
to take over the 
contract. If the 
NHAI has an 
objection, it can, 
within 15 days of 
the lender’s pro-
posal, give an 

order after hearing the repre-
sentative. If it has no objection, 
it will be taken as accepted.

‘Our business should be around 
~11 trn by 2022 from ~9 trn now’ 

It’s been more than five months.  
How is the amalgamation process  
going through? 
Treasury operations have been fully inte-
grated. Harmonised products, interest 
rates, and service charges have been made 
available to customers of the amalgam-
ated entity. A Common Gateway Software 
(Co-Ex) is being used to provide an inter-
face to the two CBSs (common 
business systems). The integration 
of HR data in SAP (systems, appli-
cations, products) has been com-
pleted. Work on CBS integration is 
in full swing. Of the 100 branches 
planned for merger this financial 
year, 75 are through. The bank has 
operationalised 79 retail and 
MSME (micro, small, and medium enter-
prises) processing centres and 18 mid-cor-
porate branches. All the executives and 
officials who have been transferred have 
assumed responsibilities at new places. 

How challenging was it in the backdrop 
of the pandemic? 
The bank faced some challenges in the 

form of travel restrictions after lockdown. 
The pandemic has opened the path for 
enhanced digitisation, including internal 
and external meetings. We are able to see 

tangible benefits in the form of 
savings in time, travel, and other 
administrative costs. 

After amalgamation how has 
market coverage increased? Any 
impact on performance? 
The performance of the bank in 
the first quarter was satisfactory 

despite pandemic challenges. All the key 
parameters —business, profitability, asset 
quality, and capital adequacy — were 
good. 

With the merger, the network of the 
amalgamated entity has a pan-Indian 
presence with potential for deepening 
it, especially in northern and western 
regions, where Indian Bank’s penetra-

tion and business doubled after  
amalgamation. 

What next for the amalg amated entity? 
The target for the next three-five years? 
The focus would be to consolidate the 
amalgamation by merging branches and 
opening fresh ones in centres where the 
bank does not have a presence. This will 
lead to cost rationalisation, besides  
redeploying staff. The bank also expects 
to stabilise the initiatives taken for  
centralising the various processes, which 
will help the front line staff to focus on 
deepening existing relationship and 
bringing in new businesses. 

By 2022, our business should be 
around ~11 trillion from the current  
~8.5-9 trillion. While we are seventh in 
terms of size, and second or third in terms 
of asset quality and profitability. The 
bank’s capital adequacy ratio is 13.45 per 
cent now as against the required 10.875 
per cent. With the existing capital, there 
is no constraint on the bank’s growth for 
the next two years.   

On restructuring loans, how many 
proposals have come up in retail, 
MSMEs, and corporate debt? 
Restructuring requests are coming in  
a trickle. Right now we have received 
requests for about ~3,800 crore of  
debt spread across various verticals, where 
the borrower exposure is more than  
~1,500 crore.

SC sets up committee to monitor stubble 
burning; CPCB blames adverse weather
SHREYA JAI 
New Delhi, 16 October 

The Supreme Court has constituted a 
committee under former judge  
M B Lokur to monitor stubble burning 
in Uttar Pradesh, Punjab, and Haryana 
in wake of rising air pollution in the 
Delhi-National Capital Region (NCR). 
The one-man committee would be 
assisted by the chief secretaries of the 
states concerned. 

The apex court noted that citizens 
of Delhi-NCR have the “right to 
breathe” and there needs to be some 
monitoring of stubble burning before it 
assumes unhealthy proportions. 

A three-judge Bench headed by 
Chief Justice S A Bobde ordered that all 
the authorities concerned in Delhi and 
the Environment Pollution 
(Prevention & Control) Authority will 
report to the Lokur Committee. 

The court was hearing a plea filed by 
two environmental activists calling for 
a complete ban on stubble burning. 

The SC also said the National Cadet 
Corps, Bharat Scouts and Guides, and 
National Service Scheme can be 
deployed for assisting the Lokur 
Committee in monitoring stubble 
burning. 

“We trust that the authorities in 
charge shall place them at the disposal 
of the Lokur Committee for this 
purpose. In addition, we direct that the 
teams already in existence in Punjab 
and Haryana, meant for preventing 
stubble burning, shall report to and 
take instructions from the Lokur 
Committee,” the court said. 

The Central Pollution Control Board 
(CPCB) has already deployed 50 teams 
across five states to keep a check on air 
pollution. The teams would be doing 

field visits from October 15 till February 
28. CPCB officials said the teams would 
report any incident of stubble burning 
and dust mismanagement and 
authorities in the respective area will 
take penal action. 

Stubble burning is one of the major 
causes of air quality worsening in the 

NCR during the winter season. The 
data from System of Air Quality and 
Weather Forecasting And Research 
(SAFAR) showed that share of stubble 
burning in PM2.5 of Delhi-NCR rose 
to over 15 per cent in less than 72 hours. 
It was 1 per cent on October 14. 

The CPCB believes weather 
conditions could worsen the air quality 
further in the coming days. The apex 
pollution control body said compared 
to last year during September-October, 
when there were seven rainy days with 
121 mm rain, this year there were three 
days of barely 21 mm rain. 

“Meteorological conditions have 
been extremely unfavourable in 
September and October as compared to 
the corresponding period last year,” 
CPCB said on Friday during a press 
conference. 

CPCB officials said as temperature 
dips, there is a likelihood that air 
quality will not be as bad as last year. 
Last year, Diwali coincided with 
stubble burning in October last week. 
However, this year Diwali is on 
November 14. 

“Harvest of kharif crop and stubble 
burning has started earlier than 
normal this year. The peak of stubble 
fires may not coincide with the most 
adverse meteorological conditions this 
year. We are hoping that the peak 
contribution from fires reduces by the 
time minimum temperature starts 
falling significantly and before Diwali,” 
said Prashant Gargava, member 
secretary, CPCB. 

The CPCB also said there are fewer 
vehicles on the road as work from 
home continues for many, though 
personal vehicle traffic would be 
higher as citizens are avoiding public 
transport due to the pandemic.

Federal Bank’s Q2 
net profit slips 26%  
ABHIJIT LELE 
Mumbai, 16 October 

Private sector lender Federal Bank on Friday reported 
a 26.2 per cent decline in net profit at ~307.6 crore for 
the second quarter ended September over the same 
period a year ago. This is primarily due to a sharp rise 
in provisions and contingencies. 

Sequentially, the Kochi-headquartered bank had 
posted a net profit of ~400.77 crore in the quarter 
ended June 30 (Q1FY21). Its stock closed 0.97 per cent 
higher at ~52.25 per share on the BSE.   

The bank said it expects up to 3 per cent of its loan 
book (about ~350 crore) to 
come up for restructuring 
under the Covid-19 regulatory 
package. Of this, corporate 
loans are expected to be 
around ~1,000 crore. 

The bank’s Managing 
Director and Chief Executive 
Officer Shyam Srinivasan said 
the loan portfolio comprises 
one third each of retail credit, 
business (up to ~25 crore), and 
corporate on the book. 
Executive Director Ashutosh 
Khajuria said the bank made 
provisions of 10 per cent in the 
September quarter. The bank’s 
net interest income grew 23 
per cent to ~1,380 crore in the 
second quarter. The net interest margin improved to 
3.12 per cent in the September quarter from 3.01 per 
cent in the year-ago period. Other income, comprising 
fee and commission, grew by 21 per cent to reach ~509 
crore in Q2FY21. The provisions (factoring in non-
performing assets, or NPAs) and contingencies more 
than doubled to ~592.06 crore in Q2FY21, from ~251.77 
crore in the same period a year ago.
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SPOTLIGHT ON PADDY 
Area (in lakh hectare) under paddy 
cultivation (non-basmati)  
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Allahabad Bank was amalgamated with 
Chennai-based Indian Bank on April 1. 
Indian Bank Managing Director and  
Chief Executive Officer PADMAJA CHUNDURU 
tells T E Narasimhan on how the combined 
entity is looking at increasing the books to 
over ~11 trillion and enhancing profitability. 
Edited excerpts:

PADMAJA 
CHUNDURU   
MD and CEO, 
Indian Bank

CBDT restricts use of 
coercive measures
INDIVJAL DHASMANA  
New Delhi, 16 October  

The Central Board of Direct Taxes 
(CBDT) has restricted the coercive 
and intrusive powers of assessing 
and tax recovery officers with 
immediate effect.  

In its circular, the board asked 
the officers to take coercive and 
intrusive measures only after 
exhaustion of other means of recov-
ery. It said the recovery surveys 
would be resorted to only in cases 
where tax assessees are not 
responding to notices or notices are 
not being served.  

The board reminded the officers 
that the survey could only be under-

taken by those in the investigation 
or TDS wing of the income tax 
department.  

It said the recovery be approved 
by higher officers, depending on the 
nature of the taxes.  The CBDT also 
directed officers to take prior 
approval of senior officers such as 
principal commissioners, commis-
sioners for attachment of movable 
or immovable property.  

Sandeep Sehgal, director at AKM 
Global, a consulting firm, said, “It 
is often seen that in the zeal of col-
lecting taxes, the tax officers are 
quick to resort to such means with-
out looking into other suitable alter-
natives. The circular clearly 
instructs them to avoid doing that.”

NHAI may offer 70-km stretch in Karnataka by month-end

FIRMS SAY SUCCESS 
WOULD DEPEND ON 
HOW ACCOMMODATIVE 
THE AUTHORITY IS 
TOWARDS THE PRIVATE 
SECTOR. SMALLER 
PROJECTS COULD HELP 
IN ATTAINING A 
COMPLETION CYCLE, 
WHICH COULD GIVE 
OPPORTUNITIES FOR  
A BIGGER POOL  
OF COMPANIES

Lack of exclusivity a task for 
pvt train operators: Ind-Ra
The absence of a non-competing clause in the railway contract for pri-
vate trains could amplify the cash-flow risks for investors.  The Indian 
Railways plans to have 151 private trains in 109 routes by 2023. 

“While demand risk also exists in the other sectors, the introduction 
of competition elevates the risk in this model. The Railways expects an 
investment of ~30,000 crore in these trains.  In other sectors, there are 
some exclusivity clauses prohibiting competition. Absence of this clause 
casts higher uncertainty on revenues,” said a report by India Ratings 
and Research (Ind-Ra).    The current model allows 30-minute exclusivity 
from the originating point, which means there will be a gap of that 
much between running of trains. “Nevertheless, the adherence to the 
timeliness such as an emphasis on the reaching time and performance 
indicators bodes well for the concession framework,” it said.  SHINE JACOB

The bank said it 
expects up to 3 per 
cent of its loan 
book (about ~350 
crore) to come up 
for restructuring 
under the Covid-19 
regulatory 
package
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