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NOT ALL GAS CAG can audit only govt bodies, says company

RIL seeks separate
auditor for KG fields 
Anupama Airy
■ anupama.airy@hindustantimes.com

NEW DELHI: Mukesh Ambani-led
Reliance Industries Ltd (RIL) has
asked the government to “appoint
any auditor other than the
Comptroller and Auditor General
(CAG)” for conducting the audit
of its KG-D6 block, India’s largest
gas producing block situated off
the eastern coast. 

Audit of the KG-D6 block for
the period 2008 to 2012 has been
set as an important precursor by
the petroleum ministry for giv-
ing regulatory approvals to RIL
for future development of its KG-
D6 block, which has shown a con-
sistent decline in gas production
over the past two years. 

“Under the CAG Act, the CAG
is entitled to carry out an audit of
the central government, the state
government or government body
or bodies... where if it deems fit
can concern itself with the per-
formance of an auditee (petrole-
um ministry) and cannot be appli-
cable to any audit of the contrac-

tor (RIL in this case),” RIL said
in its six-page letter of September
18 to the petroleum ministry.

The company also stated that
in case the government still insists
on an audit by the CAG, the same
should be done with an assurance
that the report will be submitted
only to the petroleum ministry
(and not to  Parliament as is
required under the CAG Act).

“All information submitted by
RIL during the course of the

audit be kept and considered
confidential and not disclosed
to any third party,” it added.

Instead of a financial audit of
the company’s book of accounts
— as is required under the pro-
visions of the production sharing
contract (PSC) for the D6 field
— RIL said the audit turned out
to be a audit of its performance
and operating procedures and
decisions that dos not comply
with the CAG Act provisions.
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While both foreign direct invest-
ment (FDI) and foreign institu-
tional investment (FII) are forms
of foreign capital investment,
there is a difference in how they
are routed and benefits.

Decoding FDI
FDI is an investment made by a
company, which has foreign owner-
ship, in another country in the form
of equity capital, reinvested earn-
ings or other direct capital by set-
ting up an enterprise. This can
either be done in partnership or
under a joint venture with a domes-
tic company. If 100% FDI is
allowed, then the foreign company
doesn’t need any domestic support.
The sector limits in FDI are decid-
ed by the Centre and implementa-
tion can happen at the state level.

FDI enables setting up of busi-
nesses; more businesses mean
more jobs and capacity addition.
In other words, FDI is a source of
capital in the primary market and
this capital gets converted into
goods and services. 

Understanding FIIs
FII is a source of secondary funds
linked solely to the capital markets.
FIIs have to register with capital
markets regulator, Securities and
Exchange Board of India (SEBI),
and are governed by guidelines
from Sebi and Foreign Exchange
Management Act (Fema). Offshore
funds not registered with SEBI
can trade through participatory
notes via a registered FII.

The total holdings of FIIs in a
company can’t exceed 24% of paid-
up capital or paid-up value of each
series of convertible bonds. Keeping
these limits in mind, FIIs can invest
directly in listed and unlisted secu-
rities in the capital market.

FDI VS FII: WHAT IS
THE RIGHT CHOICE?

YOUR MONEY

CRACKS IN THE UMBRELLA Urban Indians in the lower
income group are unlikely to buy health insurance policies, the
Indian Financial Scape survey of 35,000 households conduct-
ed by Delhi-based economics research firm Indicus
Analytics, has found. In fact, in the income group of
below R75,000, fewer than 2% of the households in
the southern part of the country buy mediclaim.
Even in the highest income group of R1 crore and
above, a basic insurance product like a medical
cover is only owned by just half the house-
holds. According to various estimates, only
320 million people or 26% of India’s pop-
ulation are covered under some form of
medical insurance. In other words,
large uncovered sections of the popu-
lace are forced to meet medical costs
via out-of-pocket spends, causing
immense financial burden. Lack of
financial resources also forces
poeple to forgo medical care.
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City slickers shrug off health cover

KEY TAKEAWAYS
■ The pan-India ownership of health
insurance policy by households is
low as 26%.
■ In the lowest income group of below
R75,000, the average ownership
is below 2%
■ The R1 crore-plus income household
in western India is the most savvy
with about half the households
having medical cover.

A 0-60% scale has been used as some percentage
figures were too low, the highest being around 60%.

SOURCE: INDICUS ANALYTICS
GRAPHIC: Y ABEL ROBINSON/MINT

INFRA GROWTH
SLOWS DOWN
TO 2.1% IN AUG
Press Trust of India
■ letters@hindustantimes.com

NEW DELHI: Declining output of
crude oil, fertilisers and cement
pulled down the growth rate of
eight key sectors of the indus-
try  — crude oil, petroleum refin-
ery products, coal, electricity,
cement and finished steel — to
2.1% in August from 3.8% a year
ago, indicating persistent slug-
gishness in the economy.

The cumulative expansion of
these industries during April-
August 2012 slowed to 2.8% from
5.5% in the year-ago period.

“The moderation in growth
was on account of the negative
growth in the production of nat-
ural gas, cement, fertilisers and
crude oil, besides a decline in
the growth rates of steel and
electricity production,” a state-
ment by the government said.

Economists said the poor per-
formance of the eight key indus-
tries reflects economic slow-
down. “The core sector num-
bers are bad. It will have its effect
on IIP as well,” said DK Joshi,
principal economist, Crisil.

Yashwant Raj
■ yraj@hindustantimes.com

WASHINGTON: If the freshly-
announced economic reforms
don’t go through this time, the
consequences could be disas-
trous for India, both at home and
abroad, the Federation of Indian
Chambers of Commer ce and
Industry (FICCI) has said.

“If it (reforms) is reversed it’s
going to be disastrous for this
country,” said RV Kanoria, pres-
ident, FICCI, on the sidelines of
the Indian-US energy summit.

At the same time Kanoria also

said he was never more confi-
dent than now of the government
sticking it out. “In my view there
is a seriousness to the process.”

Kanoria also said there are

some unfounded fears about
FDI in multi-brand retail. “It’s
not just about Wal-Mart. It’s
about helping businesses all
along the chain.”

If reforms are reversed, it will
be diastrous for India: FICCI

Reuters
■ letters@hindustantimes.com

BRUSSELS/MADRID: French
President Francois Hollande’s
Socialist government unveiled
sharp tax hikes on business and
the rich on Friday in a 2013 budg-
et aimed at showing France has
the fiscal rigour to remain at the
core of the euro zone. Meanwhile,
Spain also announced a crisis
budget for 2013 based mostly on
spending cuts late on Thursday,
in what many see as an effort to
pre-empt the likely conditions of
an international bailout.

The French package will
recoup €30 billion ($39 billion)
for the public purse with a goal
of narrowing the deficit to 3.0%
of national output next year from
4.5% — France’s toughest sin-
gle belt-tightening in 30 years. 

The government said the budg-
et was the first in a series of steps
to bring its deficit down to 0.3%
of GDP by 2017. Of the €30 billion
of savings, €20 billion will come
from tax increases on households
and firms, with tax increases
already approved this year to con-
tribute €4 billion to revenues in

2013. The freeze on spending will
contribute €10 billion. 

Spanish ministry budgets,
meanwhile, were slashed by
8.9% for next year and public
sector wages frozen for a third
year as Prime Minister Mariano
Rajoy battles to trim one of the
euro zone’s biggest deficits. 

The government sees budg-
et savings of €13 billion in 2013,
with spending down 7.3%  and
income rising 4% thanks to a
15% leap in value-added tax take.

Crisis budgets: France hikes
taxes, Spain cuts spending 

A R O U N D E U R O P E

■ From left: Marshall Bouton, president, chicago council on global affairs;
PK Chaudhery, chief secretary, Haryana; RV Kanoria, president, FICCI
and General Electric’s Del Renigar in Chicago on Wednesday. PTI

UK seeks to mend
‘broken’ Libor
BRITAIN’S TOP financial
watchdog delivered a 10-
point plan to fix Libor but
stopped short of scrap-
ping the benchmark inter-
est rate . The plan
includes oversight by a
new panel from 2013.

LONDON/REUTERS

returnof
reforms
the

■ A government employee with a t-shirt thats reads “No, I am not
guilty of the crisis, stop” takes part in a demonstration against the
Spanish government’s austerity measures in Madrid on Friday AFP
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NEW DELHI: After the recent steep
hike in diesel prices by R5 per
litre, there are strong indica-
tions that diesel prices may
again be hiked by a similar
amount in the next six months.

Aiming at a complete dereg-
ulation of diesel prices by the
government, the Kelkar com-
mittee report has recommend-
ed elimination of half of the sub-
sidy on per litre of diesel by
March 31, 2013 and the remain-
ing half over the next fiscal year.

If implemented, this would
mean,that 50% the losses of R16-
17 on every litre of diesel — as
projected by oil companies
before the recent hike in prices
— are passed on to consumers
in this fiscal year itself. As a hike

of R5 a litre has already been
implemented, another R3-4 a
litre hike in prices before March
31, 2013 could come your way.

According to the committee,
subsidy on diesel has been a
major contributor to fiscal slip-
page in recent years. “Although
diesel prices have been dereg-
ulated in-principle, prices are
still being administered by the
government,” the report said.

If, at this stage, diesel prices
are not fully deregulated, there
is an urgent need for an imme-
diate price increase, it added. 

The panel also proposed an
increase in kerosene prices by
R2 per litre and of LPG by R50
per cylinder. It also said that the
government should look at elim-
inating the LPG subsidy by 2014-
15 and reducing kerosene sub-
sidy by 2014-15.

Deregulate diesel, raise cooking gas price

■ Appoint any auditor other
than the CAG
■ The CAG can audit performance
of government bodies and not RIL
■ RIL is open to CAG’s audit if the
report is submitted to the petrole-
um ministry and not Parliament
■  The accounting procedure of
PSC differs from the CAG Act
■ Audit rights under the PSC
restricted to financial audit and
not performance.■ Ambani: strong point

WHAT RIL WANTS

K E L K A R  P A N E L  R E P O R T

SHORT-TERM PAIN
TO AID GROWTH
HT Correspondent
■ letters@hindustantimes.com

NEW DELHI: Fiscal consolidation
measures recommended by the
Kelkar panel will “undoubted-
ly” have significant short-term
impact on incomes and spend-
ing of all households.

But such short-term pain was
need to be factored in for the
economy's stronger long-term
prospects, the report said.

The report urged the govern-
ment to expand social protection
programmes such as the nation-
al rural employment guarantee
scheme targeted to protect
incomes of the poorest households.

SELL-OFF TARGET
ATR30,000 CR 
HT Correspondent
■ letters@hindustantimes.com

NEW DELHI: The Kelkar commit-
tee has recommended that the
government should target to
raise R30,000 crore annually in
the next two years through dis-
investment of public sector
undertakings (PSUs).

It has also asked the govern-
ment to raise resources by sell-
ing surplus land of government
companies and departments
such as the railways and the
port trusts.

These resources can finance
infrastructure needs particu-
larly in urban areas.

short
stories
INDIA’S CURRENT
ACCOUNT DEFICIT
NARROWS DOWN 
MUMBAI: India’s current
account deficit narrowed in
the April-June period from
an all time high of $21.8 bil-
lion in the previous quarter,
turning the balance of pay-
ments into a marginal sur-
plus. The country’s current
account deficit was $16.6
billion in the April-June
quarter, narrowing from
the $17.5 billion in the same
quarter in 2011, data from
the Reserve Bank of India
showed on Friday. REUTERS

Heineken pays $4.0-bn 
as it nets Tiger beer 
AMSTERDAM: Heineken NV
is spending another €3.2
billion ($4.0 billion) to gain
control over the Tiger
beer brand as part of a
strategy to significantly
expand its operations in
Asia. Shareholders of
Singapore-based conglom-
erate Fraser & Neave
agreed on Friday to sell
their 39.7% stake in Asian
Pacific Breweries, the
owner of Tiger and other
popular Asian brands, to
Heineken. AP

SFIO report on Reebok India
affairs likely by November
NEW DELHI: The serious fraud
investigation office (SFIO),
probing the alleged irregu-
larities at Reebok India, is
likely to submit its report
by November as the sports
wear maker is still finalising
its accounts. SFIO, under
the corporate affairs min-
istry, is looking at the alleg-
ed R870-crore financial
scam at the company over a
period of time. PTI

Higher prices drive US
consumer spending up
WASHINGTON: Higher prices
drove up US consumer
spending last month in the
sharpest gain in six months,
official data released on
Friday showed. US con-
sumers increased their
spending by 0.5% in August
from July, the fastest grow-
th since February, the com-
merce department said.AFP


