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102 Annual general meeting
The Federation of Telangana Chambers of Commerce and Industry

Outgoing President Sri Arun Luharuka 
welcoming the Incoming  President  

Sri Karunendra S.Jasti 

Newly elected FTCCI President and Sr.Vice President with MC Members, Past Presidents and 
FTCCI Officials.

Incoming  President Sri Karunendra S.Jasti 
welcoming Incoming Senior Vice President  

Sri Ramakanth Inani 
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Karunendra S.Jasti 
President 

President’s desk

It is my distinct honor to represent FTCCI and lead the Telangana’s premier in-
dustry and trade organization as the 2019-2020 President of the Federation. 
I’m excited about the plans in place to continue to grow the Federation and 

deliver on our goals, and other stated objectives.
I take this opportunity to re-ascertain that we have the ability to impact decisions 
that directly affect us by speaking collectively with one voice and not as individu-
als with personal opinions or motives. 
Indian economy is facing a slow down and the various national and international 
agencies have lowered the growth projections to around 7% (down from 7.2%) for 
the current fiscal year. 
It is also disheartening to note that India has been pushed to the 7th place in the 
Global GDP Rankings in 2018 with the UK and France forging ahead to the fifth 
and sixth spots as per World Bank. In 2017 India was at $2.65 trillion, UK at 
$2.64 trillion and France at $2.5 trillion helping India emerge as the fifth largest 
economy at that time. The currency fluctuations and growth slowdown are the 
major reasons for the slip in global GDP rankings and hopefully India regains its 
position when growth picks up. 
The first session of Parliament of the new Government, which is also Budget ses-
sion, passed key legislations including the Bills on Wage Code, Amendments to 
Insolvency and Bankruptcy Code, Companies (Amendment) Bill,  Muslim Women 
(Protection of Rights on Marriage) Bill, 2019, and The Right to Information (Amend-
ment) Bill, 2019 to name few. 
The Wage Code subsumes four Laws -the Minimum Wages Act, 1948, the Payment 
of Wages Act, 1936, the Payment of Bonus Act, 1965, and the Equal Remuneration 
Act, 1976. This is the first in series of the four labour codes that the ministry of 
labour and employment is working on to rationalise labour laws and improve the 
ease of doing business. 
The marked deviations in the Code from the previous Acts are: the minimum wages 
fixed by the Centre will no longer be based on employment but on geography and 
skills; seeks to universalise the provisions of minimum wages and timely payment 
of wages to all employees, irrespective of the sector and wage ceiling; and stream-
lining of the definition of wages by amalgamating four wage-related statutes. 
A well designed minimum wage system can be a potent tool for protecting workers 
and alleviating poverty, if set at an appropriate level that ensures compliance and 
I suggest that the government of India looks into the various issues and concerns 
raised by the different stakeholders and take appropriate measures to alleviate 
fears of all concerned.
It is my desire to raise awareness of the value that an apex Federation of Cham-
bers of Commerce and Industry brings to the business community. I am hopeful 
that we all will inspire more businesses to become members and to take a more 
active role in shaping the growth and development of our State.
I believe that the objectives of the Federation can be successfully met by working 
collectively. Feedback is important to us and will help our growth, so give us your 
feedback.  If we are doing things that work for you, let us know.  If there are things 
that we could improve, let us know.  Together, we can make the Federation strong 
and reliable body to meet the business requirements and growth.

I suggest 
that the 

government 
of India 

looks into 
the various 
issues and 

concerns 
raised by 

the different 
stakeholders 

on Wage 
Code Bill  
and take 

appropriate 
measures 

to alleviate 
fears of all 
concerned.
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Recent updates in GST (till 31 july 2019)

GSTupdates

Retail outlets 
established in the 
departure area of 
an international 
airport, beyond 
the immigration 
counters are 
entitled to claim 
refund of ITC 

Extension of due 
date of Annual 
Return 

GST Rate 
Notification 
11/2019 dated 
29 Jun 2019

Removal  o f 
Difficulty Order No. 
6/2019-Central Tax 

4This notification is applicable in case of tax free supply of goods to 
an outgoing international tourist; by Retail outlets established in the 
departure area of an international airport, beyond the immigration 
counters.

4Such retail outlets are entitled to claim refund of applicable GST on 
inward supply of such goods

4Parallel amendments are made in GST rules by inserting Rule 95A 
that specifies conditions relating to such refunds.

4	The due date of annual return for the period from the 1st July, 2017 
to the 31st March, 2018 is being extended from 30 June 2019 to 31 
August 2019

Note: Parallel notifications were issued in IGST Act wherever applicable

Removal of difficulty order:

GSTR 9 and 9C made 
inapplicable to OIDAR 

CGST Notification 
30/2019 dated 28 
June 2019

4This notification is applicable to persons supplying 
online information and data base access or retrieval 
services from a place outside India to a person in 
India, other than a registered person

4Such persons are not required to annual return 
and reconciliation statement GSTR 9 and GSTR 9C 
respectively.

Other Updates

Extension of Due Dates :

Extension or 
not i f i ca t ion 
of various due 
dates

Extension of 
ITC -04 due 
date

Extension of 
Due Date for 
submission of 
CM-08

CGST Notification 
26 to 29 of 2019 
dated 28 June 
2019

CGST Notification 
32/2019 dated 28 
June 2019

CGST Notification 
35/2019 dated 29 
July 2019

4These notifications were issued to extend the due dates as under:

4GSTR 1 less than 1.5 cr – Due date 31 October for July-Sep 19 period

4GSTR 1 more than 1 cr – Due date eleventh day of the month succeeding 
each of months from July, 2019 to September, 2019

4On or before the twentieth day of the month succeeding each of months 
from July, 2019 to September, 2019

4GSTR 7 – TDS return u/s 51 – Due date 31 August 2019 for the months 
of October, 2018 to July, 2019.

4This notification extends the time limit for furnishing the declaration 
in FORM GST ITC-04, in respect of goods dispatched to a job worker 
or received from a job worker, during the period from July, 2017 to 
June, 2019 till the 31st day of August, 2019.

4The due date for furnishing of form CMP-08 has been further extended 
to 31 August 2019 from the previous due date of 31 July 2019
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COURTESY :  CA Irshad Mohammed, Partner - MIA & Associates

102/21/2019-
GST dated 28 
June 2019

103/22/2019-
GST dated 28 
June 2019

104/23/2019-
GST dated 28 
June 2019

105/24/2019-
GST dated 28 
June 2019

106/25/2019-
GST dated 29 
June 2019

107/26/2019-
GST dated 18 
July 2019

108/27/2019-
GST dated 18 
July 2019

109/28/2019-
GST dated 22 
July 2019

Circular Ref., Subject

Clarification regarding applicability of GST on additional / penal interest
[This circular clarifies applicability of GST on delayed payment charges in case of late payment 
of Equated Monthly Instalments (EMI)]

Clarification regarding determination of place of supply in certain cases
[This circular clarifies place of supply in case of place of supply in respect of various cargo 
handling services provided by ports to clients; and in case of services rendered on unpolished 
diamonds received from abroad, which are exported after cutting, polishing etc.]

Processing of refund applications in FORM GST RFD-01A submitted by taxpayers wrongly 
mapped on the common portal
[it is clarified that in cases, where reassignment of refund applications to the correct 
jurisdictional tax authority is not possible on the common portal, the processing of the 
refund claim should not be held up and it should be processed by the tax authority to whom 
the refund application has been electronically transferred by the common portal]

Clarification on various doubts related to treatment of secondary or post-sales discounts 
under GST
[This circular provides clarifications in respect of tax treatment in cases of secondary 
discounts or post sales discount]

Refund of taxes paid on inward supply of indigenous goods by retail outlets established at 
departure area of the international airport beyond immigration counters when supplied to 
outgoing international tourist against foreign exchange
[This circular specifies the conditions, manner and procedure for filing and processing of 
refund claims by retail outlets situated in international departure area]

Clarification on doubts related to supply of Information Technology enabled Services (ITeS 
services)
[This circular provides clarification on issues related to supply of Information Technology 
enabled Services such as call center, business process outsourcing services, etc. and 
“Intermediaries” to overseas entities under GST law and whether they qualify to be “export 
of services” or otherwise]

Clarification in respect of goods sent/taken out of India for exhibition or on consignment 
basis for export promotion
[This circular provides procedure to be followed in respect of goods sent / taken out of India 
for exhibition or on consignment basis for export promotion]

Issues related to GST on monthly subscription/contribution charged by a Residential Welfare 
Association from its members
[This circular clarifies GST payable on the amount charged by a Residential Welfare Association 
for providing services and goods for the common use of its members in a housing society 
or a residential complex]

The CBIC has issued eight (8) circulars as stated below:

Highlights of press release on 36th GST Council dated 27 
July 2019:
*  GST rate on all Electric Vehicles reduced from 12% to 5% and of 

charger or charging stations for EVs from 18% to 5%
* Hiring of electric buses by local authorities exempted from  

GST
* Last date for filing of intimation, in FORM GST CMP-02, for 

availing the option of payment of tax under notification No. 
2/2019-Central Tax (Rate) dated 07.03.2019 (by exclusive supplier 
of services), to be extended from 31.07.2019 to 30.09.2019

Updates by GSTN (System related):
Issues reported in filing Form GSTR 9C by the taxpayers: Steps 
to be taken
* User getting error message while using Excel version: Microsoft 

excel version higher than 2007 shall be used while preparing 
Form GSTR 9C.

* Providing Membership Number by Auditor: While filing Part B 
of Form GSTR-9C, Auditors are advised to give their membership 
number without prefixing ‘0’ in their membership number. If 
membership number is ‘016’, then auditor should enter ‘16’ on the 
aforesaid part in the membership number field & not ‘016’.
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PowerNews

India’s Renewable Energy 
Cost Lowest in Asia 
Pacific- Report:
India’s renewable energy cost is the 
lowest in the Asia Pacific, consultancy 
Wood Mackenzie said on Monday.
The levelised cost of electricity (LCOE) 
using solar photovoltaic has fallen to $38 
per megawatt hour (MWh) this year, 14 
percent cheaper than coal-fired power 
that has traditionally been the cheapest 
source of power generation, WoodMac 
said.
LCOE comprises the cost of generating 
a megawatt-hour (MWh) of electricity, 
the upfront capital and development cost 
and the cost of equity and debt finance 
and operating and maintenance fees.
“India is the second-largest power market 
in Asia Pacific with installed power 
capacity of 421 gigawatts (GW). Solar 
capacity is expected to reach 38 GW 
this year,” WoodMac research director 
Alex Whitworth said. “High-quality solar 
resources, market scale and competition 
have pushed solar costs down to half the 
level seen in many other Asia Pacific 
countries.”
India wants to have 175 GW of renewable-
based installed power capacity by 2022. 
Australia, which ranks second in terms of 
low renewable costs, will see solar power 
to be cost-competitive against coal next 
year, the consultancy said.
The solar LCOE has fallen 42 percent in 
the past three years and will reach $48/
MWh in 2020, beating out all fossil fuel 
competitors, WoodMac added.

https://www.thehindubusinessline.com/
economy/indias-renewable-energy-

cost-lowest-in-asia-pacific-woodmac/
article28744167.ece

Government may give private sector 
larger role to improve DISCOMs health:
Another round of Discom reforms under UDAY 2 on the cards: 
Worried over the financial health of the state-owned power 
distribution utilities and the less-than-anticipated success of 
revival schemes, the government may consider more private 
participation as an alternative.
This was hinted recently by the newly appointed Power Secretary 
SC Garg when he said, “We have made several attempts in 
the past to find public sector solutions for strengthening the 
power sector. I think we have to look for increasing private 
sector solutions for improving the health and performance of 
Discoms.” He was commenting on the progress under UDAY 
1 (Ujwal Discom Assurance Yojana).
“There are several very important issues here. Distribution 

K Chandrashekhar Rao reviews power 
sector in Telangana, assures electricity 
bodies of necessary financial support
Chief Minister K Chandrashekhar Rao held a review meeting 
on the power sector and assured that the government would 
give necessary financial support to electricity organisations 
in Telangana and would stand by them. He said that all the 
required measures will be taken to prevent the electricity 
organisations from getting into any financial crisis, as the 
electricity organisations have proved their mettle in generation, 
distribution, and supply of power and they stood as a role 
model to others in the country.  He also announced that a 
stringent method would be put in place so that the government 
institutions, departments, and local bodies pay their power 
bill dues on time. The chief minister said Power Week will be 
observed shortly in all the villages and towns in the state to 
settle all the power-related problems and issues.
He also said that gram panchayats and municipalities have to 
pay heavy power dues failing which concerned officials will 
be punished. “It is regrettable that power bills are not paid on 
time. Bills should be paid for the power utilised. From now 
onwards, village panchayats, municipalities, corporations 
should pay their power bills every month without fail. If the 
bills are not paid on time, in the village, the sarpanch, village 
secretary, in municipalities the chairperson, commissioners 
will be punished”, he said.
He also reiterated that the government will bear the expenditure 
with regard to free power to the farmers and the lift irrigation 
schemes and projects.
The chief minister also suggested that solar power, which is 
available at a cheaper rate, should be procured to meet the 
heavy demand due to the Lift Irrigation Schemes, and asked 
the officials concerned to invite tenders for 1000 MWs of solar 
power.

https://www.firstpost.com/india
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Power capacity addition - 
Where we stand
So far this year, capacity addition 
in power sector is just 2.5% of the 
target as power plants continue 
to operate around 60% of their 
installed capacity
So far this year, capacity addition 
in power sector is just 2.5% of the 
target as power plants continue 
to operate around 60% of their 
installed capacity. Last year, 
73% of the 8,100MW capacity 
addition target was met despite 
the 2018-19 target being 40% 
lower than the previous year. 
Here’s a look.

reforms, finances of the power sector, getting the 
generation projects going...there are some places where 
the PPAs (Power Purchase Agreements) are being 
questioned, we have to bring stability to the sector,” 

Garg added while 
highlighting 
the focus 
areas during 
his term. The 
first leg of 
Discom debt 
restructuring 
and loss 
r e d u c t i o n 
m e a s u r e s 
achieved about 
half of its 
intended goals, 
according to 
data compiled 
by the Ministry 
of Power.
According to 
data on the 
UDAY portal, 

the Aggregate Technical & Commercial (AT&C) 
losses for States and Union Territories averaged at 
18.2 per cent in financial year 2018-19, a 2.6 percentage 
point reduction. Under the UDAY scheme, the goal 

was to attain an average AT&C level of 15 per cent by 
fiscal 2018-19.
AT&C loss is a combination of energy loss (a sum 
of technical loss, theft, inefficiency in billing) and 
commercial loss (a sum of default in payment and 
inefficiency in collection) incurred by the Discom.
The portal is updated with data shared by the 
State governments and Union Territories that have 
participated in the UDAY scheme launched in 
November 2015.
The Centre has now announced that another round 
of Discom reforms is in the offing under UDAY 2. But 
the AT&C gap should not be looked at in isolation 
to assess the progress of UDAY 1.
Discoms’ losses down
According to officials, DISCOMs were annually 
booking losses of around Rs. 60,000 crore before 
the UDAY 1 reforms kicked in. These losses have 
now been reduced to around Rs. 23,000 crore per 
annum.
The health of DISCOMs was affected by lower tariff 
hikes, more expensive cost of power, and hikes in 
coal and rail freight charges. The DISCOMs were 
also impacted by building up of regulatory assets 
due to higher disallowed costs by the State electricity 
regulators.

Published on July 29, 2019, https://www.
thehindubusinessline.com
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eCoNoMY Watch
Bajaj slams Centre for falling 
demand, lack of investments
Bajaj Auto chairman Rahul Bajaj criticised the 
Narendra Modi-led NDA government for lack of 
effort towards arresting falling demand and boosting 
private investments.
“There is no demand and no private investment, so 
where will growth come from? It doesn’t fall from the 
heavens. The auto industry is going through a very 
difficult period. Cars, commercial vehicles and two-
wheelers are going through a rough patch,” said Mr. 
Bajaj, while addressing shareholders at the annual 
general meeting of the company.
When asked for comments, the 81-year-old told The 
Hindu: “Yes, I was critical [of the government] and 
spoke the truth but I was not angry.”
“Like any government they would like to show a 
happy face, but reality is reality. The government 
may or may not be saying this, but there are clear 
cut markings from the IMF and World Bank, which 
show a decrease in growth,” Mr. Bajaj added.
The auto industry has been one of the biggest 
casualties of India’s current slowdown with recent 
monthly sales witnessing among the steepest 
volume contractions since 2000-01, affecting the 
auto components and steel industries.
Piling up of inventories
Several auto players are resorting to production cuts 
and seeing piling up of inventory. The Reserve Bank 
of India revised FY20 GDP forecast downwards to 
7% from 7.2% in its April policy review .

India jumps 5 places to 52nd 
rank in Global Innovation Index 
2019
India improved its ranking in the Global Innovation 
Index (GII) by five places to 52nd in 2019 from 57th 
position in the last year.
It is now the most innovative economy in the 
Central and South Asian region, according to 
the GII released at an event organised by the 
Commerce Ministry and World Intellectual 
Property Organization (WIPO) on July 24.
India was ranked 88 in 2015 and managed to 
improve its position on the back of factors like 
strong information and communication technology 
services exports, scientific publications and 
investment by its top three companies in research 
and development.

https://www.moneycontrol.com/news/india/india-
jumps-5-places-to-52nd-rank-in-global-innovation-

index-2019-4243461.html

Taxmen detect Rs 37,946 crore 
fraud in FY19
Tax officials detected Rs 37,946 crore worth of tax 
fraud in 2018-19 and Rs 6,520 crore in the April-
June period of the current financial year after the 
GST implementation, the Finance Ministry told 
Parliament on July 16.
Besides, cases of tax credit availment by issue of fake 
invoices were of Rs 11,251 crore in 2018-19 and Rs 2,805 
crore in April-June of the current fiscal, Minister of 
State for Finance Anurag Thakur said in a written 
reply to the Rajya Sabha.
Just 5 cases of tax credit availment by fake invoicing 
were detected by Central GST formations in the 
first year of the GST implementation involving an 
amount of Rs 12.67 crore. As many as two persons 

were arrested.
In 2018-19, 1,620 cases of fake invoicing were 
detected involving Rs 11,251.23 crore, and 154 
persons were arrested.
Between April-June of 2019-20, 666 cases of fake 
invoicing were detected and the amount involved 
stood at Rs 2,804.98 crore. A total of 41 persons 
were arrested.
To a query on tax fraud cases after the goods and 
services tax (GST) roll-out, Thakur said 424 cases 
involving Rs 1,216 crore were detected between July-
March period of 2017-18.
Another 7,368 cases involving Rs 37,946.41 crore were 
detected in 2018-19 and 1,593 cases of Rs 6,520.40 
crore were detected in April-June of 2019-20.
Thakur said the tax officers have taken various 
measures to curtail this type of fraud, and field 
formations of the Central Board of Indirect Taxes 
and Customs (CBIC) are sensitised to keep a check 
on these kinds of activities and take necessary 
action. “A specialised directorate within the CBIC 
engaged in Data Analytics and Risk Management 
disseminates analytical reports and intelligence 
inputs to field formations of CBIC for the purpose 
of scrutiny, audit and enforcement, to check GST 
evasion in general and fraudulent credit availment 
in particular,” he added.

https://www.moneycontrol.com/news/business/
taxmen-detect-rs-37946-crore-fraud-in-fy19-4211181.html
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SEBI provides new format for 
compliance report on corporate 
governance
Markets regulator SEBI on 16th July, 2019 came 
out with a new format for compliance report on 
corporate governance to be submitted by listed 
companies to stock exchanges.
In a circular, the regulator prescribed new format 
for disclosures to be made on quarterly basis, annual 
basis for the whole of financial year and within 
six months from end of financial year that can be 
submitted along with second quarter report. “In 
view of the revised timelines under the amended 
regulations, the circular shall come into force with 
effect from the quarter ended September 30, 2019,” 
Sebi said. The regulator, in September 2015, had 
asked listed companies to submit compliance report 
on corporate governance in a prescribed format 
with disclosures pertaining to composition of board 
of directors as well as the committees and their 
respective meetings, among others.
However, requisite amendments were made 
in Sebi (Listing Obligations and Disclosure 
Requirements) Regulations, 2015 to implement 
the recommendations of committee on corporate 
governance. Thereby, “some of these amendments 
necessitate changes to the format of the quarterly 
compliance report,” Securities and Exchange Board 
of India noted.

https://www.mydigitalfc.com/companies/160719/sebi-
provides-new-format-for-compliance- 
report-on-corporate-governance.html

Retail investors can also 
participate in the primary market 
issues of G-secs
The government issues debt securities from time to 
time to fund its fiscal deficit. This includes treasury 
bills that are issued for 91, 182 and 364 days and 
government securities (G-secs) for longer tenors. But 
did you know that retail investors can also participate 
in these primary issues?
The Reserve Bank of India (RBI) notifies the details of 
the forthcoming issues on a weekly basis. The securities 
are issued through competitive bidding in auctions 
conducted by RBI and the participants include banks, 
primary dealers and other institutions.
Retail participation
Retail investors participate in the auction through 
banks, primary dealers, members of the stock exchange 
and others who are designated as facilitators and 
aggregators.
The minimum investment limit is Rs.10,000 and 
the maximum Rs.2 crore per security per auction. 
Investors can only make a single bid for a security in 
each auction.
Investors must be KYC-compliant and must have 
a dematerialized account if they want to hold the 
securities in dematerialized mode or have a gilt account 
and have the securities credited in it. The securities 
allotted will be transferred to investors’ accounts 
within five working days from the date of auction.
Both the NSE and BSE offer convenient and familiar 
options for investors to participate in these issues. 
Trading members of stock exchanges can accept 
bids on behalf of their clients. The order can be 
placed offline or online using the web platforms, NSE 
goBID and BSE Direct, and mobile-based applications 
provided by the respective stock exchanges.
Retail investors can place their order in the specified 
period before the date of the auction. Payment for 
an offline order has to be made through the trading 
member like it is done for equity markets. For investors 

using the web platform or mobile app, the payment 
has to be made online from the bank account linked 
to the investor’s demat account.
The orders can be cancelled before the date of the 
auction. Once the auction is complete, the allotted 
securities are transferred to the demat accounts of 
investors.
The securities that are allotted in the primary market 
can be sold by investors any time on the stock 
exchanges where they are listed.

https://www.livemint.com/money/personal-finance/
retail-investors-can-also-participate-in-the-primary-

market-issues-of-g-secs-1563303870549.html
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An overview on
WAGE CODE BILL

The legislative section of 
Constitution of India is divided into 
3 Lists.  Union List, State List and 
Concurrent List.   The 7th Schedule 
of the Constitution of India speaks 
about the Concurrent List which 
has nearly 52 items and it includes 
the Power by both the Central 
Government and State Governments 
to make Laws.

Currently in India, there are 
over 40 State and Central Laws 
regulating various aspects of labour 
such as resolution of industrial 
disputes, working conditions in 
workplace, and wage and bonus 
payments.   In the year 2002, the 2nd 
National Commission on Labour 
recommended that existing labour 
Laws should be classified into 
broader groups for easier compliance 
such as wages, working conditions, 
safety, welfare, Social Security and 
industrial relations.    Though this 
would allow for uniformity in the 
coverage of various labour laws that 
are in force, this report did not move 
further because of social, economic, 
political conditions prevailed in our 
country.  

Finally, there was a significant 
momentum in the year 2017.   The 
Code on Wages-2017 was introduced 
in Lok Sabha on 10th August,2017.   
As per the procedure, the bill was 
referred to the Standing Committee 
and the Standing Committee 
submitted its report on 18th 
December,2018.  After that the Bill 
could not move further since the 
16th Lok Sabha was dissolved in 
May,2019.   When Narendra Modi 
ji’s Government come into the power 
again with full majority in the 17th 

Lok Sabha, a fresh bill namely The Code on Wages Bill, 2019 has been drafted 
inter alia, after considering the recommendations of the Parliamentary 
Standing Committee and other suggestions of the Stakeholders.  On 3rd 
July 2019, the Union Cabinet approved the Wage Code Bill and made the 
path easy to pass the draft law in Parliament.   The Code on Wages Bill-2019 
introduced in Lok Sabha on 23rd July, 2019    

The Code seeks to regulate wage and bonus payments in all employments 
where any industry, trade, business or manufacturing is carried on.    Infact 
the Wage Code Bill replaces 4 Acts i.e. The Payment of Wages Act-1936, 
The Minimum Wages Act-1948, The Payment of Bonus Act-1965 and The 
Equal Remuneration Act, 1976. 

Ch. Vijaya Saradhi  
Ch. Dakshina Murty

This Code has 9 Chapters and 68 Clauses:
Chapter Clauses 
1 Preliminary 01 to 04
2 Minimum Wages 05 to 14
3 Payment of Wages 15 to 25
4 Payment of Bonus 26 to 41
5 Advisory Board  42
6 Payment of Dues, Claims and Audit 43 to 50
7 Facilitator 51
8 Offences and penalties 52 to 55
9 Miscellaneous 56 to 68

Highlights of the Bill:

4The central government will set minimum wages for certain employments 
including railways, and mines. 

4State governments will set minimum wages for all other employments. 
4The Code provides that a national minimum wage may be set by the 

central government. 
4States cannot set minimum wages lower than the national minimum 

wage.  
4Further, the central government may set separate national minimum 

wages for different states or regions of the country.
4Minimum wages must be revised by the central or state governments at 

an interval of five years.
4The overtime rate will be at least twice the normal rate of wages of the 

employee.
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Key issues & Analysis:
Central government may set a 
national minimum wage:

Further, it may set separate national 
minimum wages for different states 
or regions.  In this context, two 
questions arise i.e. (a) the rationale 
for a national minimum wage  (b) 
whether the central government 
should set one or multiple national 
minimum wages. 

States to ensure that minimum 
wages set by them are not lower 
than the national minimum 
wage:

If the existing minimum wages set 
by states are higher than the national 
minimum wage, they cannot reduce 
the Minimum Wages [Example: for 
employments in the cement industry, 
the minimum wage in Jharkhand is 
Rs.186/- per day.  Let us Say that 
the central government introduces a 
national minimum wage at Rs.200/-.  
In this case, the state government 
of Jharkhand will have to revise its 
minimum wage to a level equal to 
or above Rs 200.  However, if the 
central government later revises the 
national minimum wage to Rs.190/-, 
the state government of Jharkhand 
cannot reduce its minimum wage].   
This may affect the ability of states 
to reduce their minimum wages 
if the national minimum wage is 
lowered.  

The time period for revising 
minimum wages will be set at 
five years: 

Currently, state governments have 
flexibility in revising minimum 
wages, as long as it is not more 
than five years.  It is unclear why 
this flexibility has been removed, and 
five years has been set for revision.

The Equal Remuneration Act, 
1976, prohibits employers 
from discriminating in wage 
payments as well as recruitment 
of employees based on gender: 

While the Code prohibits gender 
discrimination on wage-related 
matters, it does not include 
provisions regarding discrimination 
during recruitment.

 KEY fEATURES:

Coverage: 

The provisions of the Code will apply 
to all employees.

Minimum wage: 

The central government will set 
minimum wages for employments 
such as mines, railways, and ports 
among others, while the State 
Governments will set minimum 
wages for all the other employments.   
The central or state governments 
can set factors by which minimum 
wages will be determined for 
different types of work.  These 
include skills required, the difficulty 
of work assigned, and geographical 
location. 

National minimum wage: 
The Code provides that a national 
minimum wage may be set by the 
Central Government.  The Central 
Government may set separate 
national minimum wages for 
different States or Regions of the 
country.  Minimum wages set by 
State Governments will not be lower 
than the national Minimum Wage 
set by the Central Government.   In 
case the existing minimum wages 
set by State Governments are higher 
than the National Minimum Wage, 
they cannot reduce the minimum 
wages.

OTHER PROviSiONS:

Methods of payment of wages: 

The Code allows for wages to 
be paid in coin, currency notes, 
cheque, through electronic mode, 
or by crediting wages to employees’ 
bank accounts.  The central or 
state governments may specify, 
through notification, the types of 
employments where wages can be 
paid only through electronic mode 
or by crediting to bank accounts.

Bonus: 

All employees, whose wages do not 
exceed a particular monthly amount 
to be notified by the Central or State 
Governments, will be entitled to a 
minimum bonus of 8.33% of their 
annual wage.  The bonus cannot 
exceed 20% of the annual wage of 
the employee.  This is similarly the 
current provisions. 
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Coverage

Revision of 
Minimum 
Wages

National 
Minimum 
Wages

Over Time 
Wages

Gender 
discrimina-
tion

Inspections

Minimum  
Wages Act

Payment of 
Wages Act

Payment of  
Bonus Act

Min.Wages Act

Min.Wages Act

Min.Wages Act

Equal 

Remuneration 
Act

Minimum Wages 
Act  

Payment of 
Wages Act  

Payment of 
Bonus Act,  

Equal 
Remuneration 
Act

Minimum wages are fixed for scheduled 
employments with more than 1000 
employees

Applies to employees whose wages do not 
exceed Rs.24000/- per month

Applies to employments with 20 

or more persons and for employees whose 
wages do not exceed Rs.21000/- per 
month

Minimum wages must be revised by the 
central or state governments atleast once 
in every 5years

No such provision

Allows the relevant Central or State 
Governments to set Over Time wage

Prohibits gender discrimination in wage 
payment

Prohibits gender discrimination in 
recruitment, transfers and promotions

Inspectors are appointed to carry out   (i) 
surprise checks  and (ii) examine persons 
and require them to give informa- tion, 
among other Powers

Minimum wages to be paid 
to ALL

Provisions reg. Payment 
of Wages will apply to ALL 
employees

Bonus will apply to employees 
whose wages do not exceed 
a monthly amount as 
notified by Central or State 
Governments

Mandates that minimum 
wages be revised in 5-year 
intervals

The Central Govt. may set 
a National Minimum Wage 
and may set different national 
minimum wages for different 
States and regions

Sets Over Time Wage at two 
times the normal wage

P r o h i b i t s  ge n d e r 
discrimination in wage 
payment

No such provision

Appointment of a Facilitator 
to carry out inspections 
and provide information to 
employer and employees for 
better compliance   

Inspection will be done on 
the basis of an inspection 
scheme which will include 
a web based inspection 
schedule.   The inspection 
schemes will be decided by 
the Central Government.

Comparison of current wage laws  
with the proposed Wage Code:

Provision       Act                    Existing            Code on Wages
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Penalties Minimum 
Wages Act 
 

Payment of 
Wages Act  

Payment of 
Bonus Act, 
 

Equal 
emuneration 
Act

Minimum Wages Offences include (i) paying 
employees less than minimum wages, and (ii) not 
providing for a day of rest in the week.  Penalties 
include fine upto Rs.500/- and imprisonment up 
to six months. 

Offences include (i) non-payment of wages 
at specified time period, (ii) unauthorised 
deductions from wages.  Penalties include fine  
upto Rs.7500/-.

In case a person or company does not comply with 
the Act, they can be punished with imprisonment 
up to six months or fine upto Rs. 1000/-

Offences include: (i) non-maintenance of 
documents in relation to employees, and (ii) 
discrimination against women in recruitment.  
Penalties include fine up to Rs.20000/- or 
imprisonment upto 1year.

Employers who pay less 
than what is due under the 
Code will pay a fine of upto 
Rs.50,000/-.  If an employer is 
guilty of repeat offence within 
five years, penalties include 
imprisonment up to three 
months or a fine of up to Rs.1 
lakh or both.   

Employers who do not comply 
with any other provision of the 
Code will pay a fine of up to 
Rs. 20000/-.  If an employer 
is guilty of the same offence 
again within five years, 
penalties incl.imprisonment 
up to one month or a fine of 
upto Rs.40,000 or both.

Provision       Act                    Existing            Code on Wages

Reason for National Minimum 
Wage set by the Central 
Government Merits and Demerits 
of a national minimum wage

aAs labour is included in the 
concurrent list, both the central 
and state governments can make 
laws regarding this subject. 
Currently, state governments set 
minimum wages in their respective 
states.  The Code introduces a 
national minimum wage to be 
set by the central government. 
This raises a question whether 
the central government or state 
governments should set minimum 
wages.

aOne argument for a national 
minimum wage is to ensure a 
uniform standard of living across 
the country. 

aAt present, there are differences 
in minimum wages across states 
and regions.  Such differences are 
attributed to the fact that both 
the central and state governments 
set, revise and enforce minimum 
wages for the employments 
covered by them. 

aThe introduction of a national 

minimum wage may help reduce 
these differences and provide a 
basic standard of living for all 
employees across the country.

aOn the other hand, it may be 
argued that the ability of state 
governments to adjust minimum 
wage levels may be affected, if 
the central government sets a 
national minimum wage.  These 
adjustments may be required for 
variations, across the country, in 
costs of living such as prices of 
essential goods and housing.  Note 
that the Code does not provide 
for consultation between the 
central and state governments 
while determining the national 
minimum wage.

Rationale for allowing Central 
Government to set multiple 
National Minimum Wages:

a) The Code allows the central 
government to set different 
national minimum wages for 
different states and regions.  
There arises a question whether 
the central government should 
set one national minimum wage 
or multiple national minimum 

wages.

b) Various expert groups, such as the 
Second National Commission on 
Labour (2002) and the Working 
Group on Labour Laws (2011), 
had recommended introduction 
of a single national minimum 
wage for the entire country.  The 
rationale for a single wage was 
to bring uniformity in minimum 
wages across states and industries.  
In addition, it would allow for 
easier implementation and 
compliance with the minimum 
wage law.  Note that in countries 
which have a national minimum 
wage such as the United States of 
America and United Kingdom, 
a single minimum wage is set 
by the central government (the 
national minimum wage in USA 
only applies to certain employees 
engaged in interstate commerce 
and trade).  

c) However, given the large regional 
variations in consumption 
and prices, the First National 
Commission on Labour (1969) 
had expressed reservation that a 
single national minimum wage 
may not be feasible. It may be 
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argued that the choice of setting 
multiple national minimum wages 
has been given to the central 
government to take into account 
these regional variations.

States cannot lower minimum 
wage if national minimum wage 
is reduced:

The Code allows the central 
government to set a national 
minimum wage.  Minimum wages 
set by state governments may 
not be lower than the national 
minimum wage.  However, if the 
existing minimum wage set by a 
state government is higher than the 
national minimum wage, the state 
cannot reduce its minimum wage.  
This may affect the ability of states to 
reduce their minimum wages if the 
central government decides to reduce 
the national minimum wage. 

If economic conditions in the 
country change, such as a sustained 
period of deflation, there may arise 
a need for downward revision of 
minimum wages.  In this scenario, 
the central government may revise 
the national minimum wage to a 
lower rate.  However, Clause 9(2) 
prohibits states from lowering their 
minimum wages.

As mentioned above as an 
example…

for employments in the cement 
industry, the minimum wage in 
Jharkhand is Rs 186 per day.  Say, that 
the central government introduces a 
national minimum wage at Rs 200.  
In this case, the state government 
of Jharkhand will have to revise its 
minimum wage to a level equal to or 
above Rs 200.  However, if the central 
government later revises the national 
minimum wage to Rs 190, the state 
government of Jharkhand cannot 
reduce its minimum wage.

Time period for revising minimum 
wages set at five years

Currently, the Minimum Wages Act, 
1948 allows the state governments 
flexibility in deciding when to revise 

minimum wages as long as it is not 
more than five years. The Code 
states that the time period for state 
governments to revise minimum 
wages will be set at five years.  It is 
unclear why the flexibility in revising 
minimum wages has been removed, 
and why five years has been set for 
this revision.  Further, note that no 
time period has been specified for 
the central government to revise the 
national minimum wage.

It may be argued that in the absence 
of set periodicity, governments can 
adjust minimum wages taking into 
account changes in the cost of living 
and other economic conditions. 
However, it has been observed that 
in countries without set periodicity, 
minimum wages sometimes remain 
unadjusted for long periods followed 
by sudden and large adjustments. If 
revision does not take place at set 
periods, businesses may be affected 
as employers will not know when 
they might suddenly face an increase 
in labour costs.

Provisions regarding discrimination 
in recruitment not included:

Currently, the Equal Remuneration 
Act, 1976, prohibits employers from 
discriminating in wage payments as 
well as recruitment of employees 
on the basis of gender. The Code 
subsumes the 1976 Act along with 
three other wage related laws.  
While provisions of the Code 
prohibit gender discrimination in 
matters related to wages, it does not 
include the provisions prohibiting 
discrimination in matters related 
to recruitment.

Definitions:

“Contractor” in relation to an 
establishment, means a person who 
undertakes to produce a given result 
for the establishment, other than a 
mere supply of goods or articles of 
manufacture to such establishment, 
through contract labour or who 
supplies contract labour for any work 
of the establishment and includes a 

sub-contractor.

“Employee” means, any person 
(other than an apprentice engaged 
under the Apprentices Act, 
1961), employed on wages by an 
establishment to do any skilled, 
semi-skilled or unskilled, manual, 
operational, supervisory, managerial, 
administrative, technical or clerical 
work for hire or reward, whether the 
terms of employment be express or 
implied, and also includes a person 
declared to be an employee by the 
appropriate Government, but does 
not include any member of the 
Armed Forces of the Union.

“Employer” means a person who 
employs one or more employees 
in his establishment and where 
the establishment is carried 
on by any department of the 
Central Government or the State 
Government, the authority specified, 
by the head of such department, in 
this behalf or where no authority, 
is so specified the head of the 
department and in relation to an 
establishment carried on by a local 
authority, the chief executive of that 
authority, and includes,—

in relation to an establishment 
which is a factory, the occupier of 
the factory as defined in clause (n) 
of section 2 of the Factories Act, 
1948 and, where  a person has been 
named as a manager of the factory 
under clause (f) of sub-section (1) of 
section 7 of the said Act, the person 
so named.

In relation to any other establishment, 
the person who, or the authority 
which, has ultimate control over 
the affairs of the establishment and 
where the said affairs is entrusted 
to a manager or managing director, 
such manager or managing director 
and contractor.

“industrial dispute” means any 
dispute or difference between 
employers and employers, or 
between employers and workers or 
between workers and workers which 
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is connected with the employment 
or non-employment or the terms of 
employment or with the conditions 
of labour, of any person; and

(ii) any dispute or difference between 
an individual worker and an employer 
connected with, or arising out of, 
discharge, dismissal, retrenchment 
or termination of such worker

“Worker” means any person (except 
an apprentice as defined under clause 
(aa) of section 2 of the Apprentices 

Act, 1961) employed in any industry 
to do any manual, unskilled, skilled, 
technical, operational or clerical 
work for hire or reward, whether 
the terms of employment be express 
or implied, and includes working 
journalists as defined in clause 
(f ) of section 2 of the Working 
Journalists and other Newspaper 
Employees (Conditions of Service) 
and Miscellaneous Provisions Act, 
1955 and sales promotion employees 
as defined in clause (d) of section 2 

of the Sales Promotion Employees 
(Conditions of Service) Act, 1976, but 
does not include any such person:

4 who is subject to the Air 
Force Act, 1950, or the Army Act, 
1950, or the Navy Act, 1957; or

4	 who is employed in the police 
service or as an officer or other 
employee of a prison or

4	 who is employed mainly in a 
supervisory or managerial or 
administrative capacity

Comparison of the Code and recommendations of the  
Standing Committee on Labour:

Worker is defined as a person employed in any industry 
who does work including manual, unskilled, skilled 
or technical work.

Employee is defined as a person employed on wages 
who does work including skilled, semi-skilled, un-
skilled, technical, managerial, and administrative 
work. 

Definition of worker is similar to that of “Workman” 
under the Industrial Disputes Act, 1947.  However, 
definition of employee is broader as it includes 
managerial and administrative functions under its 
scope.

Lack of consistency in definitions within the Code 
may lead to employers discriminating between the 
worker and employees.

Since minimum wages is a matter of right for every 
working person, a common and comprehensive 
definition of employee / worker should be given in 
the   code.

The definition of “Employer” in the code includes 
a person who employs one or more persons in an 
establishment. 

The definition in the code makes it difficult to identify 
the Principal Employer. Employer should be defined 
as  a person who employs, either directly or though 
any other person, one or more employees in his 
establishment.

Legal representative of deceased employer should be 
included in the definition of employer.

The Central or State governments can fix factors by 
which minimum wages will be determined for different 
types of work.

The code specifies certain factors including skills 
required, difficulty of work assigned, and geographical 
location  

In addition to these factors, experience and length 
of service in an organization should be taken into 
account when fixing minimum wages.  

                           Wage Code Bill      Standing Committee recommendation
Definition of Employee and Worker

Definition of Employer 

Factors for fixing minimum wages
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The code states that the central or state government 
must revise minimum wages at an interval of five 
years. 

To allow for flexibility, the code should allow the central 
or state governments to revise minimum wages at an 
interval not exceeding five years.

The central government can set a national minimum 
wage and may set different national minimum wages 
for different states and regions.

Before fixing the national minimum wage, the central 
government may obtain the advice of the Central 
Advisory Board.

 

The provision should be amended to state that the 
central government shall fix the national minimum 
wage in the manner as may be prescribed from time 
to time.

State governments should be consulted before the 
national minimum wage is fixed by the central 
government.  Therefore before fixing the national 
minimum wage, the central government must obtain 
the advice of the Central Advisory Board and State 
Advisory Boards.

The code provides for a Central Advisory Board 
consisting of (i) employers (ii) employees in equal 
number as employers, and (iii) independent persons 
(not exceeding one-third of the total members) 

In addition, the Board should include five 
representatives of state governments to be nominated 
by the Central government.

The code prohibits gender discrimination in 
wage payments for work of similar nature.  Work 
of similar nature is work where the skill, efforts, 
and responsibility required are the same.   

In addition, experience should be considered 
as a component while comparing work of similar 
nature.

Revision of Minimum Wages

National Minimum Wages

Central Advisory Board 

Work of similar nature

CONClUSiON:
The Bill may be good on workers 
front and may not be good on 
employer part because in this 
highly competitive business world, 
irrespective of its sector and size, 
every business is Volatile, Uncertain, 
Complex and Ambiguous.   The 
cost of input is increasing year-on-
year whereas the output including 
attitude, discipline, skill level, 
worker loyalty, customer loyalty is 
decreasing day by day because of 
various reasons.  This may affect on 
employment, labour turnover on 
account of downsize, reduction in 
manpower, curtail manpower costs, 
etc.  Some of the intellectuals from 
industry are worrying that this will 
not promote the ease to do business 
but to close the business.

Further, though the prime focus 

of the Bill is “mandatory national 
minimum wage” and the States 
cannot pay below to this mandatory 
national minimum wage, there is no 
guarantee that Central Government 
will fix the national minimum wage 
significantly.    Currently the national 
minimum wage is at Rs.176/- per 
day.   Most of the States including 
Andhra Pradesh and Telangana are 
fixed more than to this.  One should 
note the fact that it is one of the 
recommendations to the Central 
Government by the Labour Ministry’s 
expert Committee to fix national 
minimum wage as Rs.375/- per day.  
Is Central Government willing to 
double or more than the double the 
current national minimum wage?  

Sri Arvind Panagariya, Former 
Vice Chairman of the Niti Aayog 
commented that “once the State 

Government has determined the 
minimum wage in a given region, 
according to prevailing social 
norms, it should apply regardless 
of the identity of the employer. Why 
should socially acceptable minimum 
living standard for an apparel worker 
be higher or lower than that for 
a railway or mine worker?   One 
cannot compare the cost of living in 
Odisha, Bihar, Jarkhand with Metro 
Cities like Mumbai, Delhi. This will 
wipe out the jobs from the labor 
intensive sectors like apparel, etc.  
Surprisingly Government of India is 
moving forward without inviting any 
suggestions, debate with Employers, 
Unions on this big subject”.  

The positive factor here is that the 
main objective behind introduction 
of the Wage Code Bill should be 
welcomed by both employers and 
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workers.   It is one of four codes envisaged 
by the government which would subsume 44 
labour laws with certain amendments.   At 
present, the provisions of the both Minimum 
Wages Act and Payment of Wages Act apply 
on workers below a particular wage ceiling 
working in Scheduled employments only. The 
code on Wage universalizes the provisions 
of the minimum wages and timely payment 
of wages to all employees irrespective of the 
sector and wage ceiling.     Because of No.of 
employments, geography, skills, currently 
there are more  than 2000 rates of minimums 
wages prevailed in India.   Introduction of 
Wage Code Bill will rationalize and reduce the 
number of minimum wages.   Introduction 
of Wage code will bring more clarity on the 
definition of “Wage” and reduce the litigations 
under various Labour Laws.   Employer need 
not maintain No.of registers/records/forms 
but  can maintain / file the consolidated 
templates/record electronically.   Because 
of introduction of web-based inspection, we 
can see accountability and transparency in 
enforcing the Labour Laws. The penalties / 
punishments going to impose on employers 
against non-compliance is also significantly 
high. The Code is envisaged that the States 
to notify payment of wages to the workers 
through digital mode.

No doubt that this will improve the ease 
of doing business and attract investment 
for spurring growth and more particularly 
simplification, uniformity in various Labour 
Laws and mandates that minimum wages to 
be revised in 5-years interval.  Further, this 
bill is stressing the strict implementation 
of twice the normal rate of wages to the 
employees in case they perform over time.   
This will also helpful to industries to forecast 
their business plans in a smooth way.  We 
should welcome the historical step taken 
by Government of India as this will help to 
more than 50crores workers in the Country 
besides promoting ease of living  and ease 
of doing business.

Uniformity is desirable – but not essential 
based on the various circumstances prevailed 
in the States.  Let us consider this bill with 
humaneness and human relations aspect i.e. 
a satisfied worker will produce and productive 
more  – More productivity leads to more 
prosperity of the Nation. 

The Federation of Telangana Chambers of Commerce and 
Industry (FTCCI) established in 1917, is an apex Federation 
representing the interests of Industry, Trade & Commerce 
in Telangana and Andhra Pradesh. FTCCI has 3000 direct 
and 25000 indirect through its affiliated 160 Associations/
Chambers as members.  This year, FTCCI has completed a 
mile stone of 100 years.  FTCCI has its nominees in many 
Govt. and Semi-Govt. organizations to represent members’ 
interest.  This makes FTCCI one among the largest Chambers 
in the country. FTCCI has become an important forum for 
interaction between Govt. and business and industry in 
a global perspective. For further details of FTCCI, please 
visit - www.ftcci.in 
FTCCI provides greater opportunities and technical 
information and professional networking more particularly 
on GST, Exports/Imports, Finance, Energy, Corporate Laws & 
Legal, Agro & Food Processing, Infrastructure & Real Estate, 
Pharma & Healthcare, Pollution, HR Practices, Information 
Technology, e-commerce and Starts ups, etc..
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regulations, economy, industry, investments, taxation 
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through Awards
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4Extends complimentary copy of the FTCCI Review, a 

weekly update on Business news and events.
4Gives opportunity to participate in Management 

Development Programs, Meetings, Seminars,  
Workshops, Trade Fairs,  Exhibitions and B2B Meetings 
and many more Membership application form and 
latest issue of FCCI review is enclosed for your 
information.

We cordially invite you to join FTCCI family today. For further 
assistance in enrolment, please call Membership Desk on 
040-23395524, 9100199978 or email: shankar@ftcci.in

FTCCI
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Before elections, Government has 
kept number of crucial decision on 
foreign trade issues assuring that 
they would take up after elections. 
Now BJP is back to power and it is 
expected to make major decisions 
for the development of bilateral 
trade with various prospective 
countries. So, the Govt must take 
major decisions on various pending 
issues and foreign trade policy issues 
including forging sustainable export 
and industrial policies, framing a 
trade agreement with US to avoid 
further bilateral trade conflicts. 
Negotiating and taking final call 
on mega trade pact with China and 
future of oil imports from sanctions-
hit Iran.

Now the new Govt has to frame new 
export policy which is due shortly 
focusing to replace WTO non-
compliant export sops with other 
incentives. Currently, exporters 
of goods avail of incentives under 

the Merchandise Exports from 
India Scheme (MEIS). In this, the 
government provides duty benefits 
depending on product and country. 
Same way, exporters of services can 
avail the incentives under Service 
Exports from India Scheme (SEIS).

The United States has raised a 
complaint with WTO Dispute 
Settlement Body challenging our FTP 
2015-2020 that is providing financial 
benefits to Indian exporters allowing 
them to sell Indian goods more 

cheaply to the detriment of American 
workers and manufacturers. Other 
export benefit programmes, 
including Export Oriented Units 
Scheme, Electronics Hardware 
Technology Parks Scheme, Special 
Economic Zones, Export Promotion 
Capital Goods Scheme, and duty-
free imports, have been challenged 
by the US.

As per WTO norms, the country 
which attains per capita Gross 
National Product (GNP) of more 

VBSS Koteswara Rao
Founder & CEO

Global EXIM Institute, Hyderabad.
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than 1000 USD for 3 consecutive 
years is not permitted to give any 
export sops. India has already crossed 
the threshold in 2015. However, 
India is continuing with its export 
incentives, hoping to argue at the 
WTO demanding for eight-year 
phase out period that was given to 
developing countries when the WTO 
Agreement came into force, in 1995. 
However, since the WTO has not 
been allowing this since 2011-12, it is 
not likely to concede to the Indian 
demand now.

When we look at the India’s 
merchandise exports over the last 
five fiscal years, it was $310.50 billion, 
$261.10 billion, $275.80 billion, 
$302.80 billion and $331.02 billion 
respectively from 2014-15 to 2018-
19.

As per FTP 2015-20, it was aimed 
to increase India’s exports of 
merchandise and services from 
USD 465.9 billion in 2013-14 to 
approximately USD 900 billion by 
2019-20 and to raise India’s share 
in world exports from 2 percent to 
3.5 per cent. Despite all the good 
measures and efforts taken by the 
Govt, at the end of Narendra Modi’s 
five-year term, Govt failed to achieve 
the target of making India’s exports 
double in 5 years, which means, 
would be about 20% growth annually 
to reach the target. 

Major Challenges ahead for 
the Govt on foreign Trade 
relations:
India exports $5.6 bn worth of 
goods to the US duty-free, making 
the South Asian nation the world’s 
largest beneficiary of the GSP 
programme, under that, “certain 
products” can enter the US duty-
free if countries meet eligibility 
criteria including “providing the 
US with equitable and reasonable 
market access”. In 2017, India was 
the biggest beneficiary of the 
Generalized System of Preferences 
(GSP), which lowers duties on 

exports from about 120 developing 
countries. Major beneficiaries of this 
include automobile parts, chemicals, 
precious metals, jewelry and certain 
raw materials. U.S withdrawal of 
preferential tariffs, warn that much 
of the hit will be taken by sectors 
that create employment in a country 
that desperately needs more jobs 
in sectors such as handicrafts, 

agriculture and marine products. 
India is not the only country facing 
an end to preferential market access 
-- the United States has announced 
that it will also end Turkey’s 
preferential trade status, saying it no 
longer qualifies as it is “sufficiently 
economically developed.” The US 
delivered on its informal assurance 
that the Generalised System of 
Preferences (GSP) scheme for Indian 
exporters will not be withdrawn 
before the election results. Now the 
BJP, which has been re-elected, to 
deliver fast on its key demands such 
as lowering import duties on smart 
phones and price caps on medical 
devices. There was a pressure to re-
work e-commerce rules as well. In 
the meantime, Trump determined 
that since India has not assured the 
US that it will provide equitable and 
reasonable access to its markets, 

terminate India’s designation as 
a beneficiary developing country 
effective June 5, 2019. 

Though the present Commerce 
Minster claims that it will not have 
any impact on INDIA’s exports to 
USA, it is going to have major impact 
on about 2000 products covering 
the Organic Chemicals (Chapter29), 
Plastics and Articles thereof (Chapter 
39), Rubber and Articles thereof 
(Chapter 40), Articles of Leather 
(Chapter 40), Articles of Stone, 
plaster and cement, (Chapter 68), 
Articles of Iron or Steel (Chapter 73), 
Nuclear Reactors, Boilers, Machinery 
(Chapter 84), Electrical Machinery 
(Chapter 85), Vehicles and parts  
(Chapter 87).

india should try to negotiate 
to restore the GSP benefits, 
although given the fact that it 
is a unilateral benefit that has 
been extended to india, india 
may have to offer resolution on 
some of the concerns raised 
by the US.
The Regional Comprehensive 
Economic Partnership, or RCEP, 
is an ambitious trade agreement 
being negotiated between the 10 
ASEAN countries and their six free 
trade partners: Australia, China, 
India, Japan, New Zealand and 
South Korea. ASEAN members 
are Brunei, Cambodia, Indonesia, 
Malaysia, Myanmar, Singapore, 
Thailand, the Philippines, Laos and 
Vietnam. RCEP would create the 
world’s largest free trade alliance 
comprising 3.5 billion people and 
constituting 30 percent of the world’s 
GDP, 30 percent of global trade and 
26 percent of global foreign direct 
investment flows. The China factor, 
however, is making India to think 
cautiously. It is not possible for India 
to give the same level of concessions 
to a country like China — which 
has been flooding the market with 
cheap goods — that it may give to 
the ASEAN. Pressure will be high 

Raising price 
of oil and the 
need for non-

expensive 
alternatives will 
be a challenge 

for the new 
government.
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CA. Arun Luharuka, President, FTCCI congratulated all the 
award winners and said that winning Award distinguishes 
the winners from others and motivates the stakeholders 
to perform even better. FTCCI, on its part shall keep 
encouraging their efforts for betterment, there by serving 
and encouraging the Industry. Indeed FTCCI Awards are 
sought after Awards in the State.   He felt that strong and 
independent judiciary is very important for the growth of 
India. Speedy and efficient systems are the very essence 
of society, but the judiciary system, unfortunately, is very 
slow and is handicapped with shortage of Judges at all 
levels.  He requested for strengthening the Judiciary 
in Telangana at District and Mandal levels.  He also 
mentioned that FTCCI in association with NALSAR is 
setting up an Alternative Dispute Resolution Centre for 
speedy settlement of commercial disputes and sought 
support to this endeavor.  

Sri Anil Reddy Vennam, Chairman, FTCCI Excellence 
Awards Committee informed that over the last 3 decades, 
FTCCI’s Excellence Awards have become a very important 
medium through which different fields of industrial 
activities such as productivity, research and development, 
export performance, pursuits in scientific inventions and 
discoveries are encouraged and motivated.   FTCCI has an 
exclusive Awards Committee consisting of experts drawn 
from various fields to select the Awards.   He congratulated 
all the Award Winners for their relentless effort in achieving 
a significant milestone of success.  

Justice Sri Raghvendra Singh Chauhan, Hon’ble 
Chief Justice of High Court for the State of Telangana 
congratulating the Award Winners, said that India is 
changing a lot due to the efforts of people like today’s 
award winners.  Americans are appreciating Indians and 
they are worried that Indians are taking away their jobs 
including those of Jews, because of our skills especially 
in diamond trade and hotel business.  He mentioned that 
Telangana is predominantly an agrarian State and offers 
many opportunities in various fields.  He urged for exploring 
the opportunities with innovative work.   
Sri Ramakanth Inani, Vice President, FTCCI felicitated 
the Chief Guest. Sri Karunendra S. Jasti, Senior Vice 
President, FTCCI proposed a vote of thanks.

Excellence Awards 
12th July, 2019 at Hyderabad

Presentation of FTCCI

Sri Vetsa Sitaramayya, Plant Head,  Mahindra & Mahindra Ltd., 
Zaheerabad receiving Excellence in All Round Performance 
(Amancherla Ramamurthy Silver Rolling Trophy - Instituted by 
VBC Industries Ltd., Hyderabad).

Sri Pradeep Panicker, Deputy CEO, GMR Hyderabad International 
Airport Ltd., Hyderabad receiving Excellence in Corporate Social 
Responsibility (Sri Ayyadevara Venkat Radhakrishna Memorial 
Silver Rolling Trophy - Instituted by Sri Srinivas Ayyadevara, 
Chartered Accountant, Hyderabad). 

Sri N. Srinivasa Rao, Chairman, Shanmukha Agritec Ltd., 
Hyderabad receiving Excellence in Agro Based Industry 
Silver Rolling Trophy - Instituted by The India Cements Ltd., 
Hyderabad).  

Sri G.V.V. Satyanarayana, Director, Coastal Corporation Ltd., 
Visakhapatnam receiving Excellence in Export Performance  
(Silver Rolling Trophy -Instituted by Surana Group of Industries, 
Secunderabad). 

Sri Sitaram Jangir, CEO, Jangir Engineering Works, Hyderabad 
receiving Excellence in Export Performance (Micro & Small Enterprise)-  
(Raja Saheb of Itkyal Silver Rolling Trophy) - Instituted by  
Sri Ch.Venkateshwar Rao, Past-President, FTCCI.   

Dr. R. Vijay, Scientist-F and Head – Centre for Nanomaterials, 
International Advanced Research Centre for Powder Metallurgy 
and New Materials, Hyderabad receiving Excellence in Science 
or Engineering (Chelikani Atchut Rao Award  -Instituted by Sri 
C.V. Sitaramaswamy, Past-President, FTCCI).   

Ms. P. Padmavathi, Founder, Padmavathi Institute for the 
Disabled, R.R. Dist. receiving Outstanding Self-Sustaining Effort 
by a Differently Abled Person (Margadarsi Award) - Instituted by 
Margadarsi Chit Fund Ltd., Hyderabad. 

Dr. V.S.G.R. Naidu, Principal Scientist & Head (KVK), Central 
Tobacco Research Institute, Rajahmundry receiving Excellence 
in Social Welfare Initiatives for Women Empowerment (Smt.
Jamunadevi Tibrewala Award) – Instituted by Omprakash Tibrewala 
Foundation, Hyderabad. 

Sri KSV Syamala Rao, Chairman & Mg. Director, Le Gazole Plus 
Eco Solutions P. Ltd., Hyderabad receiving Excellence in Product 
Innovation (Micro & Small Enterprise) - Sri Dalchand Agarwal 
Memorial Silver Rolling Trophy  - Instituted by Sri Laxmi Prasad 
Agarwal, Chairman & Mg. Director, DSL Infrastructure & Space 
Developers Private Ltd., Hyderabad). 

Sri Ravi Kumar Meruva, Chairman & Mg. Director, Sensa Core 
Medical Instrumentation P.Ltd., Hyderabad receiving Excellence 
in Innovative Product/Service in Healthcare with Highest Impact 
(Silver Rolling Trophy – Instituted by Shantha Biotechnics P.Ltd., 
Hyderabad). 

Wg.Cdr PRL Prakash (Retd.), General Manager, Avantel Limited, 
Visakhapatnam receiving Excellence in Research & Development 
(Micro & Small Enterprise) Silver Rolling Trophy – Instituted by 
Elico Ltd., Hyderabad.  

Sri Nagesh Vishwanatham, President and Sri Soma Mahesh, 
Secretary, The Hyderabad Management Association, Hyderabad 
receiving Excellence in Association / Chamber for serving Industry, 
Commerce and Economy (Silver Rolling Trophy – Instituted by 
Model Group of Companies, Hyderabad). 
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Outstanding Contribution/Service in FTCCI

Felicitations25years of

Er. J.S. Rao, Past President FTCCI

Smt. M Veena, Joint Director & Head-Admin, FTCCI

Sri C.V. Atchut Rao, Past President FTCCI

Sri R. Kulkarni, Joint Director, FTCCI

Sri D. Lakshmaiah, Sri S. Rajender Babu, Sri Shaik Mohammed, Office Staff of FTCCI
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on the new government to take a 
final decision on whether it wants to 
participate in the RCEP by removing 
duties on most items imported from 
all members, including ASEAN and 
China.India and China are trying 
to reach an agreement on market 
access through bilateral talks. 
Taking a final call by New Govt 
on the mega trade pact being 
negotiated with China will lead 
new opportunities to India 
India has stopped importing oil from 
Iran after American waivers granted 
to eight buyers expired early this 
month. India joins Greece, Italy, 
Taiwan and Turkey which have 
stopped importing Iranian oil. 
President Donald Trump’s efforts 
to sink Iran’s oil exports to zero will 
have a direct impact on India, the 
largest buyer of the oil after China. 
Iran has been among India’s top and 
most preferred sources of crude oil. 
Crude from Iran came with discounts 
on shipping, insurance, and freight 
and longer credit period. Crude from 
the U.S., an alternative exporter, 
comes at a hefty price. This impact 
can translate into inflation, (and) 
higher oil prices, that could affect the 
common person in India. Raising 
price of oil and the need for 
non-expensive alternatives 
will be a challenge for the new 
government.
Govt should also focus on:
Creation of well-paid jobs for this 
vast workforce can only transform 
India into a modern economy. The 
new government must address the 
bottlenecks responsible for holding 
back labour-intensive sectors such as 
apparel, footwear, furniture, travel 
goods, watches and clocks, office and 
stationery supplies, plastic products, 
baby carriages, toys and sporting 
goods in industry and tourism, 
construction and transportation in 
services.

New Govt to identify champion 
service sectors like information 

technology & IT Enabled Services, 
tourism and hospitality, medical 
value travel, transport and logistics, 
accounting and finance, audio 
visual, legal, communication, 
construction and engineering, 
education, environmental services 
and financial services to support 
their true potential.

Govt to support import substitution 
industrialisation (ISI) to reduce the 
dependency on the raw material 
for making export products. 
A fundamental theorem of 
international trade is that a tax on 
imports is equivalent to a tax on 
exports. Hence, there should be 
more focus on import substitute 
products development to reduce the 
international trade deficit.

New Govt should come up 
with alternative schemes for 
exporters, which includes industry 
representatives as well as those 
from think-tanks, is struggling to 
come up with options that would 
provide exporters with the same level 
of entitlement as at present. The 
challenge is to come up with schemes 
which would ensure exporters are 
not worse off than before, do not 
hugely increase the burden for the 
exchequer and yet are compliant with 
WTO norms.

The Modi Government, in the last 
term has proved itself about its strong 
approach to make decisions which 
can bring immense resistance among 
various sectors of people (considering 
Demonetization and GST), the new 
formed government should also make 
some financial growth strategies for 
the manufacturers in India alike 
China Govt which does not step 
back in supporting its native brands. 
They have always been known for 
not letting in big names- Google 
and Face Book owned What’s’ App to 
enter into their markets, and in their 
recent move they have also planned 
to keep away Apple in support of 
Huawei, a China based Mobile Phone 
manufacturer which was recently 

banned in the USA.

Export sector should be accorded 
national priority sector status and 
there should be greater involvement 
by the local and state governments 
while framing and implementing 
trade policy.

While so many age old laws and rules 
have been already scrapped, we are 
still quite low on the ranking for ease 
of doing business. We need to work 
on this as a priority as it can enthuse 
people from abroad to come to India 
and set up businesses without much 
loss of time.

Promoting exports through targeting 
new markets such as Eastern Europe 
and Central Asia by creating a 
credible system of grading and 
certification will also be an area of 
priority for the new government.

With the US-China trade war, both 
countries have slapped billions of 
dollars worth of tariff on each other’s 
exports, offering a big opportunity 
for some categories of Indian exports 
to make a dent in both US as well 
as in Chinese markets. Under this 
circumstance, India should cut 
interest rates to help exporters to 
take advantage of this situation and 
liberal credit policies.

India should target the market 
access in China for farm and 
pharmaceutical exports and attract 
foreign companies looking to shift 
out their manufacturing bases from 
there in the wake of the trade war 
between the US and China.

New Govt should also focus on trade 
deficit with a sector-wise strategy for 
import substitution in electronics, 
telecom, electrical equipment and 
pharmaceuticals, which form the 
bulk of the country’s purchases 
from China. India’s trade deficit 
with China stood at a record $63.04 
billion in FY18.

These are some of the important 
strategies to focus by the new 
Government.
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The Dynamic Nature 
of Natural Justice

The concept of natural justice , vibrant and dynamic in nature, quite often comes 
up for consideration by the judiciary in a number of cases. It is reverberating 
presently in the corridors of judicial institutions and has gained significance 
due to for and against arguments in the context of supreme courts internal 
enquiry  on the complaint of sexual harassment against Chief Justice Of 
India. The subject of Principles of natural Justice is very complicated and it 
is difficult to comprehend its nature in its totality. Without dwelling much 
on the supreme courts nature of enquiry ,and its details-an attempt is made 

to discuss the fundamental nature of natural justice and its application to 
domestic enquiries in the industrial establishments governed by labour laws. 
There are many articles, discussions and write ups on the subject of principle of 
natural justice in the past. Every time, the subject appears new and always we 
find developments in the interpretation and judgments of the judicial courts 
wherever and whenever principles of natural justice is dealt with in domestic 
enquiry cases . The understanding and interpretation changes on the basis of 
facts and circumstances of each case. The High courts and supreme court again 
and again reiterated in their judgments that there is no straight jacket formula 
to fit into the concept of natural justice. It should be understood and applied 
with reference to the peculiarities of each case.

The concept of principles of natural justice evolved over a period and has 
been evolving from time to time. Human Resource Professionals dealing with 
Industrial relations and disciplinary matters are well aware of the complexity in 
understanding the principles of natural justice. There is no precise  definition 
nor there is any comprehensive and exhaustive guidelines that fit into all cases. 
Many disciplinary cases have been struck down by the courts on the grounds 
of violation of principles of natural justice. The managements of Industrial 
Establishments inspite of having expert resources available at their command 
still fail to conduct domestic enquiries in accordance with the principles of 

P.Soma Raju
Specialist Consultant HR ,IR &  

Labour laws

The High courts 
and supreme 

court again 
and again 

reiterated in 
their judgments 
that there is no 
straight jacket 
formula to fit 

into the concept 
of natural 

justice. It should 
be understood 

and applied with 
reference to the 
peculiarities of 

each case.



30 | FTCCI Review | August, 2019

natural justice thus leading to losing 
cases due to failure to comply with 
principles of natural justice. Many 
HR professionals confess that inspite 
of having decades of experience 
in the profession and dealt with 
umpteen number of disciplinary 
cases , they always feel inadequate 
or insufficient in their knowledge on 
principles of natural justice.

CoNCepT of pRINCIples 
of NaTuRal JusTICe
Conceptually the principles of natural 
justice rests on the foundation of 
three fundamental pillars. They are

principle of fairness   It underlines 
the importance of being fair in the 
approach while dealing with the 
delinquent and affording him/her an 
opportunity to defend his/her case. 
No undue pressure is to be exerted . 
The complainant and the Delinquent 
should be treated equally.. Their 
versions recorded in the enquiry 
should be given fair treatment by 
the enquiry officer or Tribunal while 
analyzing the evidence , material 
on record and arrive at findings/
Conclusions objectively with proper 
appreciation

principle of due process.Procedure 
contemplated for conducting enquiry 
should be in consonance  with the 
law or the rules and regulations 
The Propriety and the correctness 
of  the procedure  being followed 
should stand the judicial scrutiny in 
order to establish that due process is 
followed in the enquiry. The tribunal 
or enquiring agency is bound by the 
rules and comply fully with them in 
letter and spirit to bring on record 
that due process is followed in the 
enquiry. 

The third principle is principle 
of Impartiality  .

To consider an enquiry as fair and 
establish its credibility , following 
impartiality in conducting the enquiry 
is non negotiable. Impartiality is a 
cornerstone on which the edifice of 

fair enquiry stands tall. It is on this  
basic principle  , the courts again 
and again held that to consider the 
enquiry as fair it should be conducted 
by a neutral person who treats all 
parties before him equals without 
any bias.

principles of Natural Justice  
Fundamentally  and principally the 
basic principles of natural justice 
recognized and accepted are (1) 
No man should be condemned un 
heard ( Audi alteram partem ) (2) 
No man should be judge in his own 
cause. ( Nemo debet esse Judex in 
propria causa ) As it is said earlier 
, principles of natural justice have 
been evolving from time to time. 
Way back in 1963 the supreme court 
in Sur Enamel and stamping world 
Ltd Vs Their workmen 1963 92) LLJ 
367 (SC) held that an enquiry cannot 
said to have been properly held 
unless (1) The employee proceeded 
against has been informed of clearly 
the charges leveled against him 
(2)  The witnesses are examined-
ordinarily in the presence of the 
employee in respect of the charges  
(3) The employee is given a fair 
opportunity to cross examine the 
witnesses. (4) The employee is given 
a fair opportunity to examine his 
own witnesses including himself in 
his defense if he so wishes on any 
relevant matter and (5) the enquiry 
officer records his findings for the 
same in his report . The High Courts 
and Supreme court in plethora 
of judgments elaborated and 
interpreted the principles of natural 
justice. It is not limited to India alone 
and the countries where rule of law 
is followed, judicial courts went on 
expanding the canvass of natural 
justice, deduced and propounded  by 
summarizing them as follows.

Audi alteram partem - Hear the 
other side, Hear both sides

Nemo dat condemnari debet 
inanditus nec summonitus No 
one should be condemned un heard 
or un summoned.

Nemo prohibeter plures 
megotittioners sive artes exercere-
No one can be prohibited from 
making use of several defences.

Nemo tenetur seipsum accusare- 
No one can be compelled to criminate 
himself.

Nemo tenetur seipsum prodere- No 
man is bound to betray himself.

Nemo debet esse judex in propria 
causa- No man ought to be a judge 
in his own cause.

Nemo debet esse testis in sua 
propria causa- No one ought to 
be a witness in his own cause.

Nemo protestt esse simul actor 
et judex- No one  at once can be a 
suitor or judge.

Judis ( nostrum) est judicare 
secundum allegata et probata It 
is the duty of a judge to determine 
according to what is alleged and 
proved.

Non refert quid motum sit judice 
; si noium non sit in forma judicii 
- No judge should import his private 
knowledge of the facts into a case. 
It matters not what is known to 
the judge, if it is not known to him 
judicially.

Actore incumbit onus probandi- 
The burden of proof lies on the 
plaintiff or the complainant. No one 
ought to be a witness in his own 
cause.

Probandi necessitas incumbit 
illi qui agit – The necessity of 
proving lies upon him who brings 
the charge.

Nihil habet forum ex scena –  The 
court has nothing to do with what is 
not before it.

Qui aliquid statuerit , parte 
inandita altera, aequum licet 
dexerit hand aequum facerit-  He 
who   determines any matter without 
hearing both sides ,though he may 
have decided right , has not done 
justice. It is also expressed in terms 
“ Justice not only be done , but must 
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manifestly and undoubtedly seen to 
be done.

Ne seipsum praecipites in 
diseriminem- Judge not too 
hastily 

Culpa poena par esto-  Let the 
punishment be proportionate to the 
offence.

Nemo bis punitar vexatur pro 
sodem delicto - No man is punished 
twice for the same offence 

Nemo debet bis  vexari pro una et 
eadem causa- No one ought to be 
vexed for one and the same offence

The Principles of natural justice 
summed up supra are the essence 
and sum total  of review of judicial 
pronouncements of the Indian as 
well as international courts. They 
cannot be treated as complete and 
final. Principles of natural justice 
are ever dynamic and expanding. 
This dynamic nature of the concept 
of natural justice often give scope 
for raising issues and concerns by 
the delinquent worker /trade unions 
while participating in the domestic 
enquiries. Some of the important 
issues/ concerns frequently raised 
in the domestic enquiries by the 
delinquent worker/ trade unions are 
deliberated / discussed as under.

Neutral person as enquiry 
officer: To establish the principles 
of impartiality, appointment of a 
neutral person as enquiry officer  
is an essential prerequisite. The 
question is how do we call a person 
neutral. It is clear as held by the 
courts that no man ought to be a 
judge in his own case. Any one other 
than a person falling in the above 
category can be treated as neutral 
person. The supreme court in Saran 
Motors pvt Ltd Vs Vishwanath1964 
11 LLJ 139 SC discussed and decided 
the issue of whether the officer 
employed by the company or the 
lawyer appointed by the employer as 
enquiry officer constitute bias. Chief 
Justice Gajendragadkar held “ It is 
impossible to accept the argument 

that because a person is sometimes 
employed by the employer as 
lawyer , he becomes incompetent 
to hold a domestic enquiry. It is 
well known that enquiries of this 
type are generally conducted by the 
officers of the employer and in the 
absence of any special individual bias 
attributable to a particular officer, it 
has never been held that the enquiry 
is bad just because it is conducted 
by an officer of the employer. If that 
be so, it is obviously unsound to 
take the view that a lawyer, who is 
not a paid officer of the employer , 
is competent to hold the enquiry, 
because he is the employer’s lawyer 
and is paid remuneration for holding 
the enquiry—the reason given by 
the tribunal for ignoring the finding 
of the domestic enquiry must be 
reversed”. This view of the supreme 
court still holds good. Therefore 
any person whether officer of the 
employer or lawyer appointed by the 
employer are competent to conduct 
enquiry provided he is neither a 
complainant nor a witness to the 
incident.

assistance of lawyer in the 
enquiries

Domestic enquiries are simple 
fact finding enquiries wherein  
Evidence Act is not applicable to 
its proceedings. To protect the 
very nature of fact finding in the 
domestic enquiries , it is advisable 
to discourage the participation of 
advocates/ lawyers on behalf of the 
parties. Recently in Hindustan Uni 
Lever Ltd VS Prashanth 2019 LLR 
419 Bombay court held that  “ when 
the enquiry is to be held to prove 
misconduct on the basis of Standing 
Orders of the company wherein 
provision of assistance of lawyer 
to be engaged by the delinquent 
employee in enquiry proceedings, is 
not provided, such demand by the 
workman , being not having support 
of any absolute right would not be 
justified. Demand of engagement of 
lawyer by the delinquent employee 

in enquiry proceedings, without 
any peculiarity or necessity shown 
and proved justifying his demand 
is not justified. For justifying the 
demand of assistance of lawyer in 
enquiry proceedings, the workmen 
has to show that without assistance 
of lawyer any of his valuable right or 
principles of natural justice would be 
violated on the basis of such peculiar 
facts and circumstances. The judicial 
courts have also held in a number of 
cases that if the presenting officer or 
Management Representative in the 
enquiry is legally trained person, the 
demand of the delinquent employee 
for assistance of a lawyer is justified . 
The courts have further clarified that 
a person with mere possession law 
qualification cannot be treated as 
legally trained person. To consider a 
person as legally trained, he must be 
a law qualified person dealing with 
cases of the employer in courts.

furnishing enquiry Report  The 
basic condition principle of fair 
and unbiased enquiry is to record 
the evidence in the presence of 
delinquent employee and giving him 
opportunity to cross examination 
of the management witnesses. 
Further copies of the documents or 
records relied upon in the enquiry or 
submitted by the witnesses should 
be supplied to the delinquent 
employee for giving him opportunity 
to well prepare for his defence. To 
be more fair and transparent, copy 
of the enquiry report should also 
be forwarded to the employee with 
a request to offer his comments 
if any and his views should also 
be considered provided they are 
relevant and valid before taking a 
final decision by the management 
on the acceptance or otherwise 
of the enquiry report. In fact this 
exercise will enable the management 
to scrutinize the enquiry report 
with reference to bias and perverse 
findings in the enquiry. It is also 
established and accepted Judicial 
requirement that the enquiry should 
not be an empty formality. There 
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is another view wherein supreme 
court in SK Singh Vs. Central bank 
of India 1994 LLR 162 SC held that 
where the workman was unable to 
show any prejudice  by non supply 
of report, the domestic enquiry will 
not be vitiated

second show cause Notice 
proposing punishment  

Whether a second show cause 
notice is part of principles of natural 
justice is an issue of legal debate. 
Courts gave contrary decisions in 
the matter. Issuance of second show 
cause notice has been considered by 
the supreme court in a number of 
cases. It is confirmed that if rules 
provide for such a step, it should be 
followed. Union of India vs Mohd 
Ramzan Khan 1991(1) SC 111. If such 
a step is not provided in the rules, 
non issuance of second show cause 
notice will not automatically amount 
to violation of principles of natural 
justice .The very purpose of second 
show cause notice is to afford an 
opportunity to the delinquent 
workman to express his views on 
the proposed punishment. One 
of the principles of natural justice 
requires that the management should 
award punishment proportionate 
to the gravity of misconduct. The 
views/comments of the delinquent 
employee on the proposed 
punishment in fact provides an 
opportunity to the employer to 
scrutinize and check whether the 

punishment is proportionate and 
whether it stands the scrutiny of 
courts when it is reviewed as per 
powers conferred to labour court 
under section 11A of the Industrial 
disputes Act 1947. It is recommended 
that irrespective of the rules provided 
for such a step or not , issuance of 
second show cause notice must be 
considered a requirement under 
the principles of natural justice. All 
precautions should be taken at every 
step to avoid loosing cases on the 
grounds non compliance with the 
principles of natural justice.

evidence and standard of proof   
The  Evidence Act is not applicable to 
the domestic enquiry. Strict rules and 
technicalities followed in the regular 
courts in the process of trial/enquiry 
are not applicable to the domestic 
enquiry. It needs no elaboration. 
Whether enquiry officer has power to 
summon the documents is answered 
positively in ITC Limited Guntur VS 
Labour Courts and others Guntur 
1996(3) ALT 77 . Similarly the parties 
have right to lead additional evidence 
or evidence afresh if the enquiry is 
found to be defective or invalid is 
answered assertively provided the 
parties ask for an opportunity to such 
evidence in the course of proceedings 
before the Labour Court.

Further the standard of proof 
required in a domestic enquiry is 
that of preponderance of probability 
and not proof beyond reasonable 

doubt as is required in the criminal 
cases. 1997 (4) ALT 758 Singareni 
Colleries Limited VS Industrial 
Tribunal Hyderabad. Criminal 
proceedings and domestic enquiry 
are independent and both can go 
on parlelly . One will not be a bar on 
the other and the doctrine of double 
jeopardy has no application. 1993 LIC 
2500 (A.P) NH Laxhman VS Central 
government Railway.

Impositon of punishment   To 
punish is the function of the 
management. However this function 
cannot be carried out arbitrarily. It 
is always subject to the rules, law 
and principles of natural justice. 
While deciding on the quantum 
of punishment the employer shall 
consider (1) Gravity of misconduct 
(2) past record of the employee and 
(3) Any extenuating or mitigating 
factors. The Labour court will always 
examine whether the punishment is 
shockingly disproportionate to the 
misconduct or not and decide on 
their requirement to intervene under 
the powers conferred under section 
11A of the Industrial Disputes Act .

The Principles of natural justice 
are very wide with vast scope for 
interpretation at every step in the 
enquiry In the absence of any precise 
and specific definition, It is really a 
big challenge to the employers to 
conduct domestic enquiries and 
needs extra precautions to comply 
with the judicial scrutiny. 
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Nourishing Dwarfs to become Giants:
Reorienting Policies for MSME Growth

economic survey 2018-19 rightly 
observed that MsMes that grow 
not only create greater profits 
for their promoters but also 
contribute to job creation and 
productivity in the economy. 

The survey suggested that 
the policies must, therefore, 
focus on enabling MsMes to 
grow by unshackling them. It 
bluntly stated that ‘job creation 
in India suffers from policies 
that foster dwarfs i.e. small 
firms that never grow, instead 
of infant firms that have the 
potential to grow and become 
giants rapidly’.

The statistics supported the view, 
wherein, firms with less than 100 
workers despite being more than 
10 years old account for more 
than half of all organized firms in 
manufacturing by numbers, their 
contribution to employment is only 
14% and to productivity is a mere 8%. 
In contrast, large firms (with more 
than 100 employees) account for 
three-quarters of such employment 
and close to 90% of productivity 
despite accounting for about 15% 
by number. 

The survey pointed out that small 
firms find it difficult to sustain the 
jobs they create; where as large 
firms create permanent jobs in large 
number. Young firms create more 
jobs at an increasing rate than the 
older firms.

It was observed that size based 
incentives that are provided 
irrespective of firm age and inflexible 
labour regulations which contain size 
based limitation contributed to this 

predicament. 

It was estimated by the survey that 
the working age population will grow 
by roughly 97 lakh per year during 
the coming decade (2020-2030) 
and 42 lakh per year in the 2030s. 
By assuming that the Labour Force 
Participation Rate (LFPR) would 
remain the same at 60%, about 
55-60 lakh jobs have to be created 
annually over next decade, as per 
the estimation. 

The Chapter 3 of Economic Survey 
highlighted how the bane of dwarfs 
(the small firms that never grow 
beyond their small size) dominated 
the Indian economy and hold back 
job creation and productivity. The 
analysis has been conducted using 
firm level data from the Annual 
Survey of Industries.  

The data revealed that the firms that 
are able to grow over time to become 
large are the biggest contributors 
to employment and productivity in 
the economy. In contrast, dwarfs 
that remain small despite becoming 
older remain the lowest contributors 

to employment and productivity 
in the economy. Even among the 
small firms, firms with less than 
50 employees dominate the most 
numerically but create the least jobs 
and remain the most unproductive. 
Thus, the contribution of small firms 
to output and employment in the 
manufacturing sector is insignificant 
though they account for close to 85 
per cent of all firms.

The above findings dispel the 
common notion that small firms 
generate the most employment. 
Small firms may generate a higher 
number of new jobs. However, they 
destroy as many jobs as well. Thus, 
higher levels of job creation in small 
firms co-exist with job destruction, 
thereby leading to lower levels of net 
job creation (Li and Rama, 2015)1. 
This common perception also stems 
from the fact that the effect of size 
confounds the effect of age.

effect of size compared to effect 
of age 

The Economic Survey also pointed 
out that as compared to the 
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small firms, it is the young firms 
that contribute significantly to 
employment and value added - Firms 
less than 10 years of age account for 
about 30 per cent of employment 
and about half the NVA. The report 
crucially noted that the share in 
employment as well the share in NVA 
trend downwards with an increase in 
firm age. This is despite the fact that 
young firms are on average smaller 
than older firms. 

Thus, young firms account for 
a disproportionate share of 
employment and productivity 
highlight that our policies – across 
the board – protect and foster 
dwarfs rather than infants. The key 
distinction here is that while infant 
firms are small and young, dwarfs 
are small but old. Thus, while infant 
firms can grow to become large firms 
that are not only more productive and 
generate significant employment, 
dwarfs remain small and contribute 
neither to productivity nor to jobs. 

It was shown that the industrial 
and labour policies create a 
“perverse” incentive for firms to 
remain small. If the firms grow 
beyond the thresholds that these 
policies employ, then they will 
be unable to obtain the said 
benefits. Therefore, rather than 
grow the firm beyond the said 
threshold, entrepreneurs find 
it optimal to start a new firm to 
continue availing these benefits. 
as economies of scale stem 
primarily from firm size, these 
firms are unable to enjoy such 
benefits and therefore remain 
unproductive.

(The Survey listed the details of Size 
based Limitations posed by Key 
Labour Legislations to prove the 
point)

By Comparing productivity 
indicators in “inflexible” versus 
“flexible” states, it was found that 
flexibility in labour laws creates a 
more conducive environment for 
growth of industry and employment 

generation. Moreover, due to rigidity 
in the labour laws, employers in 
Inflexible States prefer substituting 
labour with capital. Inflexible states 
are suffering in all dimensions. 
They are unable to create enough 
employment, cannot attract adequate 
capital into their states and their 
wages are lower as their productivity 
is lower. Furthermore, these 
parameters are either deteriorating 
or growing at a slower pace in the 
Inflexible states when compared to 
the Flexible states.

Impact of small scale 
Reservation

The policies targeted at the small 
firms referred to as the MSMEs 
include priority sector lending, 
incentives/exemptions till they 
reach an investment upper limit 
quantified in terms of investment 
in plant & machinery. The policies 
such as Credit Guarantee Fund 
Scheme, Purchase Preference Policy, 
Price Preference Policy, Benefits in 
Tendering, NSIC Schemes, GST 
Composition Scheme, and 
Exemption under Central 
Excise Law etc promote 
small firms irrespective 
of their age.

The Small Scale Industries 
(SSI) reservation policy was 
introduced in 1967 to 
promote employment 
growth and income 
re-distribution. 
G i ve n  t h e 
predominance of 
dwarfs in the Indian 
economy and the 
low productivity 
and employment 
generation, the 
report suggested 
that it is crucial 
to examine the 
role of the SSI 
reser vat ion 
policy.

The survey 
revealed that 

dwarfs, i.e., firms that are small and 
old, are significantly more likely to 
manufacture reserved products than 
any other category of firm. Also, 
larger firms (above 50 employees) and 
younger firms are significantly more 
likely to manufacture de-reserved 
products than smaller firms.

When benefits reserved for small 
firms are eliminated, younger and 
larger entrants create the most jobs 
while older and smaller incumbents 
destroy the maximum jobs. Together 
with the fact that older and smaller 
firms utilize the reservation policies 
the most, this evidence highlights 
further that benefits provided to 
small scale firms irrespective of their 
age create perverse incentives for 
firms to remain dwarfs and thereby 
limit their contribution to jobs. In 
contrast, infant firms, especially new 
entrants, create the most jobs.

An analysis of the impact of the 
phased elimination of small scale 
reservations on employment 
provided several key takeaways:

4	First, on average, after the 
elimination of 



35August, 2019 | FTCCI Review |

reservations, large firms – be it 
new entrants or incumbents – 
have created more employment 
than small firms. Across both new 
entrants and incumbents, the 
small firms destroyed jobs while 
the large firms created jobs. 

4Second, net job creation increased 
with firm size for both new 
entrants and incumbents.  

4Overall when benefits reserved 
for small firms are eliminated, 
younger and larger entrants create 
the most jobs while older and 
smaller incumbents destroy the 
maximum jobs.

 Together with the fact that older and 
smaller firms utilize the reservation 
policies the most, the Survey came to 
the conclusion that benefits provided 
to small scale firms irrespective of 
their age create perverse incentives 
for firms to remain dwarfs and 
thereby limit their contribution 
to jobs. In contrast, infant firms, 
especially new entrants, create the 
most jobs.

The evidence provided above 
highlights that dwarfs, i.e., small 
firms that have continued to remain 
small despite aging, have low 
productivity and low value added in 
manufacturing. In contrast, infants, 
i.e., small firms that are small when 
they are young but can grow to 
become large firms as they age, have 
high productivity and higher value 
added in manufacturing. Therefore, 
while dwarfs consume vital resources 
that could possibly be given to infant 
firms, they contribute less to creation 
of jobs and economic growth as 
compared to infant firms. 

This necessitates re-calibration of 
policy towards supporting infant 
firms. Following suggestions were 
made based on the findings of the 
Report:

4 Incentivizing ‘infant’ firms rather 
than ‘small’ firms: “Perverse” 
incentives for firms to stay small 
should be corrected by making 

“age” as criterion to avail the 
incentives. 

4 It was suggested that misuse of 
the age based criterion can be 
easily avoided using Aadhaar. (For 
instance, if a promoter starts a 
new firm, utilizes the benefits 
for ten years when the age-based 
policy is available and then closes 
the firm to start a new one to avail 
the age-based benefits through 
this new firm, then the Aadhaar of 
the promoter can alert authorities 
about this misuse.)

4 Re-orienting Priority Sector 
Lending (PSL): As per extant 
policy, certain targets have 
been prescribed for banks for 
lending to the Micro, Small 
and Medium (MSME) sector. 
The report has identified high 
employment elastic sub-sectors 
and their employment elasticity 
and suggested to prioritize ‘start 
ups’ and ‘infants’ in these high 
employment elastic sectors to 
meet MSME’s PSL targets. This 
would enhance direct credit flow 
to sectors that can create the most 
jobs in the economy. 

4 Sunset Clause for Incentives: With 
appropriate grandfathering, every 
incentive for fostering growth 
should have a ‘sunset’ clause, say, 
for a period of five to seven years 
after which the firm should be able 
to sustain itself. The policy focus 
would thereby remain on infant 
firms.

4 Focus on High Employment 
Elastic Sectors: The manufacture 
of rubber and plastic products, 
electronic and optical products, 
transport equipment, machinery, 
basic metals and fabricated 
metal products, chemicals and 
chemical products, textiles and 
leather & leather products, are 
the sub-sectors with highest 
employment elasticities. To step 
up the impact of economy growth 
on employment, the focus has 
to be on such high employment 

elastic sectors.

4 Focus on Service Sectors with 
high Spillover Effects such as 
Tourism: Developing key tourist 
centres will have ripple effects on 
job creation in areas such as tour 
and safari guides, hotels, catering 
and housekeeping staff, shops 
at tourist spots etc. The report 
suggested to identify 10 tourism 
spots in each of the larger 20 
states and 5 spots in the 9 smaller 
states which is possible and so 
difficult task and build road and 
air connectivity in these tourist 
attractions, which would boost 
economic activity along the entire 
route and would also reduce the 
migration of the rural labour force 
who form a major proportion of 
the total labour force.

Thus, the Economic Survey was 
vociferous of its opinion on the 
Policies of the Government that are 
providing incentives for firms to 
remain small. The Report has quoted 
the findings of Santana and Pijoan-
Mas (2010)2 that SSI reservation have 
resulted in substantial misallocation 
of resources and productivity losses 
to the Indian economy and diverting 
the resources and advocated strongly 
for correcting the Policies.    

[Based on the Chapter 3 of 
Economic Survey 2018-19, 
Government of India, Ministry of 
Finance, Department of Economic 
Affairs Economic Division]
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Striking Equilibrium  
among Creditors in IBC

INTRoduCTIoN

The Preamble of the Insolvency 
and Bankruptcy Code, 2016 
(“theCode”)reads as : “An Act to 
consolidate and amend the laws 
relating to re-organisation and 
insolvency resolution of Corporate 
Persons, Partnership Firms and 
Individuals, in a time bound 
manner for maximisation of value 
of assets, of such persons, to promote 
entrepreneurship, availability of 
credit and balance the interests of all 
the stakeholders including alteration 
in the order of priority of payment 
of Government dues and to establish 
an Insolvency and Bankruptcy Board 
of India, and for matters connected 
therewith or incidental thereto.

The Code, being a relatively recent 
legislation is evolving rapidly 
owing to the practical difficulties in 
interpretation and multiple judicial 
pronouncements. The jurisprudence 
of the Code will continue to evolvein 
the foreseeable future to synchronise 

with the demand dynamics of 
the economy. The Code and the 
Regulations notified there under 
have already gone through multiple 
amendments in recent times, to fine 
tune the Code to suit the Indian 
economic context.However, still, 
there are multifarious nuances which 
are being identified and addressed 
through judicial pronouncements 
by Adjudicating Authority and 
Appellate Authority.

One of the most fascinating issues 
currently, is the classification, 
segmentation and prioritisation 
of creditors under the Code. The 
intent of the legislature as reflected 
in the preamble of the Code, was 
to ensure availability of credit and 
balance interest of all stakeholders 
including alteration of the priority of 
order of recovery. The Code through 
its various provisions distinctively 
identifiesdifferent categories of 
Creditors on the basis of security 
interest held and as well differentiates 
between Financial and Operational 
Creditors.

The premise of the Code is primarily 

founded upon the Bankruptcy 
Law Reforms Committee Report 
(“BLRC Report”), which was given 
under the Chairmanship of Dr. T.K. 
Viswanathan. The BLRC Report 
states that in a resolution process, the 
financial creditors have the power to 
choose the best solution to keep the 
entity as going concern. However, in 
liquidation, the interest of both the 
financial and operational creditors 
will be served on a best effort basis. 
The BLRC Report recommended 
that the solutions in liquidation 
must be evaluated on the long-term 
incentives of both secured creditors 
and non-secured creditors.

Against this background, the relevant 
provisions of the Code pertaining to 
different classes of creditors were 
framed. This article attempts to 
throw light on the provisions, recent 
judicial pronouncementsand their 
consequential impact with respect 
to same.

Relevant provisions of the Code

section 3(10): “Creditor” means 
any person to whom a debt is owed 
and includes a financial creditor, 

CA S.Badri Narayanan
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an operational creditor, a secured 
creditor, an unsecured creditor and 
a decree-holder;

section 3(11): “debt” means a 
liability or obligation in respect of 
a claim which is due from any person 
and includes a financial debt and 
operational debt;

section 3(30): “secured creditor” 
means a creditor in favour of whom 
security interest is created;

section 3(31): “security interest” 
means right, title or interest or a claim 
to property, created in favour of, or 
provided for a secured creditor by a 
transaction which secures payment 
or performance of an obligation 
and includes mortgage, charge, 
hypothecation, assignment and 
encumbrance or any other agreement 
or arrangement securing payment 
or performance of any obligation of 
any person: 

Provided that security interest 
shall not include a performance 
guarantee;

section 5(7): “financial creditor” 
means any person to whom a 
financial debt is owed and includes 
a person to whom such debt has been 
legally assigned or transferred to;

section 5(8): “financial debt” 
means a debt alongwith interest, if 
any, which is disbursed against the 
consideration for the time value of 
money and includes– 

(a) money borrowed against the 
payment of interest; 

(b) any amount raised by acceptance 
under any acceptance credit 
facility or its de-materialised 
equivalent…………

section 5(20): “operational 
creditor” means a person to whom 
an operational debt is owed and 
includes any person to whom such 
debt has been legally assigned or 
transferred; 

section 5(21): “operational debt” 
means a claim in respect of the 

provision of goods or services 
including employment or a debt in 
respect of the 1[payment] of dues 
arising under any law for the time 
being in force and payable to the 
Central Government, any State 
Government or any local authority;  

section 53:

distribution of assets

(1) Notwithstanding anything to 
the contrary contained in any law 
enacted by the Parliament or any 
State Legislature for the time being 
in force, the proceeds from the sale 
of the liquidation assets shall be 
distributed in the following order 
of priority and within such period 
as may be specified, namely: - 

(a) the insolvency resolution process 
costs and the liquidation costs paid 
in full; 

(b) (ii) debts owed to a secured 
creditor in the event such secured 
creditor has relinquished security in 
the manner set out in section 52; 

(d) financial debts owed to 
unsecured creditors; 

(e) (ii) debts owed to a secured 
creditor for any amount unpaid 
following the enforcement of security 
interest;
(f) any remaining debts and dues; 
Section 30(2)(b)

“The resolution professional shall 
examine each resolution plan 
received by him to confirm that 
each resolution plan provides for the 
payment of the debts of operational 
creditors in such manner as may be 
specified by the Board which shall 
not be less than the amount to be 
paid to the operational creditors 
in the event of a liquidation of the 
corporate debtor under section 53;”

Regulation 38 of CIRP 
Regulations:

“38(1): The amount due to the 
operational creditors under a 
resolution plan shall be given 
priority in payment over financial 

creditors.]

38(1A): A resolution plan shall 
include a statement as to how it 
has dealt with the interests ofall 
stakeholders, including financial 
creditors and operational creditors, 
of the corporate debtor.”

In the context of above provisions, 
the intent of the legislation 
with regards to principle-based 
classification of creditors can be 
established. Application of mind is 
essential to identify as to whether 
a particular creditor is a financial 
creditor or an operational creditor. 
Further, existence of security interest 
further demarcates the creditors into 
secured and unsecured.
It is the basic tenet of the Code, 
to provide primacy to the financial 
creditors. The Committee of 
Creditors (“CoC”), the sole decision-
making body in a Corporate 
Insolvency Resolution Process 
(“CIRP”), is comprised only of 
financial creditors. The BLRC Report 
provides rationale that the financial 
creditors are able to assess the overall 
viability of the company and be 
more willing to modify the terms 
of existing liabilities, due to which 
the process would be more efficient 
if only financial creditors are on the 
CoC. Whereas, to provide layer of 
comfort, the liquidation value due to 
the operational creditor is statutorily 
protected.

Additionally, priority has been 
endowed to secured creditors vis a 
vis non-secured creditors. The Code, 
under Section 53, lays down the order 
of priority of payment due to various 
classes of creditors, re-emphasising 
and drawing attention to the 
intended classification of creditors. 
The claims of the secured creditors 
rank pari passu with that of the dues 
of workmen and stand at the 2nd 
Rank in the waterfall mechanism, 
subsequent only to the payment of 
insolvency resolution process cost/
liquidation cost.
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However, the tilt towards parity 
amongst all classes of creditors 
started with the judgement dated 
19th September, 2018, by Hon’ble 
NCLAT in “Central Bank of India Vs 
Resolution Professional of the Sirpur 
Paper Mills Ltd. & Ors”, wherein 
it was held that the legislators did 
not intend any discrimination 
among the same set of group such as 
“Operational Creditors” or “Financial 
Creditors”

This was furthered by Hon’ble NCLAT 
Judgement dated 14th November, 
2018, in Binani Industries Vs Bank 
of Baroda, wherein, it was upheld 
that the Code does not prescribe 
differential treatment between 
similarly situated “operational 
creditors” or the “financial creditors” 
on one or other grounds. Additionally, 
it was held that it is necessary 
to balance financial creditors 
and operational creditors while 
emphasizing on value maximization 
of the Corporate Debtor and any 
plan if shown discriminatory against 
one or other financial creditor or the 
operational creditor can be held to be 
against the provisions of the Code.

However, a different perspective was 
thrown open on the interpretation by 
Hon’ble NCLT, Kolkata Bench vide 
Order dated 7th December, 2018 in 
SBI vs M/s Adhunik Alloys & Power 
Ltd. The moot question in the matter 
was to whether creation of class 
amongst financial creditors based 
on the nature of security interest is 
contrary to provisions of the Code. 
It was held that creation of classes 
amongst financial creditor is well 
known to law. It was noted that the 
above referred Binani Judgement 
pertains to treatment of “two same 
set of creditors  who are similarly 
situated” and not regarding unequal 
creditors. Unsecured creditors who 
are financial creditors, cannot be 
equated with financial creditors 
who had charge by creating security 
interest. Hon’ble NCLT further 
held that classification of financial 

creditor considering their security 
interest cannot be held illegal 
by applying the proposition laid 
down in Sirpur Mills case.Hon’ble 
NCLT noted the objective behind 
the ranking of priority claims of 
creditors under insolvency law 
published by United Nations 
Commission on International Trade 
Law (UNCITRAL) and Principles for 
Effective Insolvency and Creditor/
Debtor Regime, published by 
World Bank. As per key objectives 
and policies for having an effective 
insolvency system, World Bank aims 
to provide for equitable treatment 
of similarly situated creditors and 
recognising existing creditor rights 
and respect priority of claims 
with predictable and established 
process.The secured creditors claims 
are distinct with that of claim of 
unsecured creditors. Classification of 
Creditors is thus known to law and it 
is not unreasonable or unethical.

On 25th January, 2019, a landmark 
judgement was pronounced by the 
Supreme Court in Swiss Ribbons 
Private Limited & Anr vs Union of 
India. With regards to the differential 
treatment between financial and 
operational creditor, the apex court 
concluded that the distinction is 
“neither discriminatory, nor arbitrary, 
nor violative of Article 14 of the 
Constitution of India”.

The essence of the decision lay in 
the fact that financial creditors have 
a better understanding 

of the business and viability of the 
corporate debtor owing to techno-
evaluative studies conducted by them 
prior to lending, and a long-term 
interest based on the large amount 
of loans that are involved. Section 53 
was analysed separately. This section 
lays down the hierarchy of claims and 
the priority in distribution of assets 
in liquidation. The Code accords 
primacy to secured claims (invariably 
the preserve of financial creditors). 
Unsecured claims (usually the 
operational creditors) are given the 

lowest priority. This pecking order of 
claims in the past, it may be recalled, 
was seriously distorted, especially 
with governmental claims of various 
hues ranking alongside and often 
ahead of financial creditors.

In summary, the SC found sufficient 
intelligible differentia justifying the 
differentialtreatment accorded to 
financial and operational creditors 
and concluded: “it can be seen 
thatunsecured debts are of various 
kinds, and so long as there is some 
legitimate interest sought to be 
protected, having relation to the 
object sought to be achieved by the 
statute in question, Article 14 does 
not get infracted. For these reasons, 
the challenge to Section 53 of the 
Code must also fail”.

The most recent judicial 
pronouncement on the instant 
aspect is the Hon’ble NCLAT Order 
dated 4th July, 2019 in  Standard 
Chartered Bank vs Satish Kumar 
Gupta, R.P. of Essar Steel Ltd & Ors, 
wherein it is held that on the joint 
reading of Section 5(7) & Section 
5(8) of the Code, it is inferred that 
Financial Creditor cannot be sub-
classified as “Secured” or “Unsecured 
Financial Creditor” for the purpose 
of preparation of Resolution Plan 
by the Resolution Applicant. It was 
further held that distribution of 
debt under CIRP, which is out of 
amount proposed to be paid by the 
Resolution Applicant, cannot be 
equated with distribution of debt 
under liquidation which is out of 
the assets of the Corporate Debtor 
in terms ofSection 53 of the Code. 
A ‘Resolution Plan’ shows upfront 
payment in favour of the Creditors 
including the ‘Financial Creditors’, 
‘Operational Creditors’ and the other 
Creditors. It is not a distribution of 
assets from the proceeds of sale of 
liquidation of the ‘Corporate Debtor’ 
and, therefore, the ‘Resolution 
Applicant’ cannot take advantage 
of Section 53 for the purpose of 
determination of the manner in 
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which distribution of the proposed 
upfront amount is to be made in 
favour of one or other stakeholders 
namely— the ‘Financial Creditor’, 
‘Operational Creditor’ and other 
creditors.

Hon’ble NCLAT observed that 
according to Section 30(2)(b), the 
‘Operational Creditors’ should not 
be paid less than the amount they 
could have received in the event of 
a liquidation out of the asset of the 
‘Corporate Debtor’. It does not mean 
that they should not be provided the 
amount more than the amount they 
could have received in the event of a 
liquidation which otherwise amount 
to discrimination.

It was held that the ‘Financial 
Creditors’ cannot be discriminated 
on the ground of ‘Secured’ or 
‘Unsecured Financial Creditors’ 
for the purpose of distribution 
of proposed amount amongst 

stakeholders in the ‘Resolution Plan’ 
by the ‘Resolution Applicant’.

Additionally, analysing the definition 
of Operational Debt, Hon’ble 
NCLAT held that the ‘Operational 
Creditors’ can be classified in three 
different classes for determining the 
manner in which the amount is to be 
distributed to them. However, they 
are to be given the same treatment, 
if similarly situated.

In short, Hon’ble NCLAT Order 
in Essar Steels has directed for 
equal treatment of all classes of 
creditors. This may have the effect 
of disincentivising banks/secured 
creditors from approaching NCLT 
and rather opt for liquidation of 
the company where they have clear 
cut primacy for recovery of dues. 
General commercial law is based 
on the premise that those creditors, 
who have given loans in exchange 
for a security, should be paid before 

those who have given unsecured 
loans. Secured Creditors settle with 
lower interest rates while unsecured 
loans bear a higher interest. This is 
because low risk in secured credit 
gets a low return, while unsecured 
loans are high risk and hence get a 
higher return. This core fundamental 
principle of commercial law has been 
overthrown due to the stance taken 
by Hon’ble NCLAT.

The Essar Steel judgement of the 
NCLAT gives almost as much 
importance to theoperational 
creditors as to secured creditors.
The Code gives operational creditors 
protection of liquidation value with 
a reason. An operational creditor 
cannot be equated with financial 
creditor since he is only exposed to 
one production cycle as compared 
to the secured financial creditors, 
who have taken a long-term risk 
in anticipation of bearing fruits of 
profit. 

The repercussions of the Hon’ble NCLAT Essar Steel Judgement 
are multi-dimensional. The classification of creditors in well 
known in law and practised across jurisdictions. A Secured 
Creditor cannot be equated to an Unsecured Creditor or an 
Operational Creditor. As a consequence of this becoming a 
law, the concept of secured credit will be undermined and all 
banks will provide only unsecured credit and charge high rates 
to make up for the risk. The role of Adjudicating Authority 
and Appellate Authority is defined under the Code and it 
is established that the Adjudicating Authority should not 
substitute its commercial wisdom in place of CoC’s. This is a 
case of serious judicial activism since the commercial wisdom 
of the CoC is being transgressed upon. Resolution Applicant 
and CoC may be willing to turnaround a company only if it 
makes commercial sense to them. In absence of such discretion 
over commercial decision making, the entire substratum of 
the Code will collapse. 
In the wake of the Essar Steel Judgement, Insolvency and 
Bankruptcy Code, (Amendment) Bill, 2019 has been introduced 
in Rajya Sabha, wherein following amendments have been 
suggested:

“section 30(2)(b): provides for the payment of debts of 
operational creditors in such manner as may be specified by 
the Board which shall not be less than-
(i) the amount to be paid to such creditors in the event of a 
liquidationof the corporate debtor under section 53; or
(ii) the amount that would have been paid to such creditors, 

if the amount to be distributed under the resolution plan had 
been distributed in accordance with the order of priority in 
sub-section (1) of section 53, whichever is higher, and provides 
for the payment of debts of financial creditors, who do not 
vote in favour of the resolution plan, in such manner as may 
be specified by the Board, which shall not be less than the 
amount to be paid to such creditors in accordance with sub-
section (1) of section 53 in the event of a liquidation of the 
corporate debtor.
Explanation 1 – For the removal of doubts, it is hereby clarified 
that a distribution in accordance with the provisions of this 
clause shall be fair and equitable to such creditors.
“section 30(4): in sub-section (4), after the words “feasibility 
and viability,”, the words, brackets and figures “the manner of 
distribution proposed, which may take into account the order 
of priority amongst creditors as laid down in sub-section (1) 
of section 53, including the priority and value of the security 
interest of a secured creditor” shall be inserted.
The proposed amendment may provide the much sought 
respite to the secured creditors as the amendments aim to 
clarify on the payout to operational creditors and as well throw 
weight behind the order of priority intended under Section 
53 of the Code, in the context of approval of resolution plan 
under CIRP. Hence, there is positive anticipation forpassing 
ofproposed amendments to the Code in clarifying the grey 
areas and addressing the consequences of certain judicial 
pronouncements and thereby putting a stop to further 
litigation on the aspect.

Conclusion
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FTCCI Events

Two day training programme on “How to start an Travel 
and tourism Business”  was held on 2nd and 3rd July, 
2019 at FTPCCI. Dr Chinnam S Reddy, Director, National 
Institute and Hospitality Management was the Chief 
Guest and addressed the participants at Inaugural 
session. 35 delegates participated in the programme. 
Sri Arun Luharuka president welcomed the participants 
and Sri Hari Kishan Valmiki, Chairman, Tourism & 
MICE committee gave introduction of the two days 
programmes and sri Ramakanth Inani, Vice President 
proposed a Vote of thanks .  
speakers gave presentation on the following 
topics: 
Opportunities in travel and Tourism Sectors & 
travel and tourism Management - Sri  Hari Kishan 
VAlmikiValmiki
Importance of accommodation and  Hospitality sector in 
tourism promotion - Sri Dinesh, Training Triumphs
Planning a new venture- how to sustain - Sri Dinesh, 
Training Triumphs
Business communication &  Communicative English  - 
Dinesh 
Preparation of project and growth plan  Document - Sri 
Dinesh,
Introduction to Accounting 
principles
Tour packaging – Domestic 
& International Travel  -  
Sri Siraj Ansari, Director, 
AVION Holidays
Airlines packaging and 
airport formalities - Sri Siraj 
Ansari, Director, AVION 

Holidays
Marketing and advertisement in  travel and tourism 
industry & How to create  a brand  for travel company 
- Dr. Archana, NITHM
Use of IT in Hospitality and travel and    tourism sectors 
-Sri Siraj Ansari
International tourism & Rules and Regulations - Dr. 
Mahender Reddy, NITHM
Sri Kadir Ulu Vice Consul Consulate General of the 
Republic of Turkey, Hyderabad was the Chief Guest at 
the Valedictory and presented participation certificates 
to the participants. Earlier Sri Ramakanth Inani, Vice-
President, FTCCI welcomed the Vice Consul. Sri Hari 
Kishan Valmiki, Chairman  proposed Vote of thanks.

Sri Kadir Ulu Vice Consul Consulate General of the Republic of Turkey, Hyderabad addressing the programme

Two day training programme on
“How to start an Travel and Tourism Business”
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Meeting on
Post Budget Analysis 2019-20

The Federation of Telangana Chambers of Commerce 
and Industry (FTCCI) Jointly with The Telangana and 
Andhra Pradesh Tax Bar Association (TAPTBA) Jain 
International Trade Organization(JITO), Hyderabad 
Chapter, Federation of Indian Chambers of Commerce 
and Industry (FICCI), Telangana State Council organized 
a Meeting on Post Budget Analysis 2019-20 on 6th July 
2019 at10.00am at  KLN Prasad Auditorium, FTCCI.
CA. Arun Luharuka, President, FTCCI in his welcome 
address said that the budget strikes a reasonable balance 
between addressing the objective of inclusivity and 
laying the path for a $5 trillion economy by focusing 
on infrastructure spending, incentivizing affordable 
housing providing growth capital for PSU Banks and 
signaling support for sound NBFCs.
He further stated that the interest subvention for all 
GST registered MSME seeking new or an incremental 
loan is a very considerate and welcome step. It will not 
only incentivize informal businesses to embrace the 
GST regime, but also ease and enhance the credit flow 
to eligible businesses.
CA. Amrit Kumar Kota, President, TAPTBA in his address 
said that the 2% TDS on cash withdrawal is aimed at 
fighting corruption. The Modi Government has sent 
out signals that it wants to fight corruption and this is 
one among them. The change in jurisdictional norms 
for auditing is also step in that direction.  
Sri. Manoj Dugar, Chairman, JITO- Hyderabad Chapter 
in his address expressed his happiness to associate with 
FTCCI to organize this event with a view to discuss the 
various facets of the budget and what it entails for trade 
and Industry. 
Sri. Karunendra S. Jasti, Senior Vice President, FTCCI 
in address said that the creation of a National Research 
Foundation (NRF) shall ensure that the overall research 
ecosystem in the country is strengthened with focus on 

identified thrust areas. An allocation of Rs 400 crore, 
exclusively, to create world class institutions of repute, 
is a tremendous step towards reversing brain drain. 
To amplify these, the ‘Study in India’ initiative shall 
attract talent from foreign countries to invest in their 
educational careers in India. 
CA Abhay Kumar Jain, Chairman, Direct Taxes Committee   
FTCCI presided over the meeting.
Sri. Ramakanth Inani Vice President, FTCCI proposed 
vote of thanks at the inaugural session.

Overview of Budgetary Changes in “Indirect Taxes” dealt 
by Sri. V.S. Sudhir, Partner- Hiregange Associates & 
Chartered Accountant. The session was chaired by Sri. 
S. Thirumalai, Advisor, GST and Customs Committee, 
FTCCI.

GsT amendments:
1) Interest on delayed payment of GST to be calculated 

on Net cash liability instead of gross liability being 
used currently. 

2) New Composition scheme for Small Service 
providers for turnover upto INR 50 lakhs is being 
introduced.

3) Increase in registration threshold limit from INR 20 
lacs to INR 40 lacs for suppliers exclusively dealing 
in goods.

4) Aadhar authentication required for new GST 
registration, in case no Aadhar is available council 
shall notify alternative means.

5) Facility of digital payment to be provided to recipient 
by specified suppliers as may be notified by the 
government. 

6) Relevant amendments in law are brought in for 
introduction of new return system.

7) Powers are being granted to Commissioners for 

Sri. Karunendra S. Jasti, Senior Vice President, FTCCI addressing the meeting
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extending due date for GSTR 9 and 9C i.e. Annual 
return and Annual Audit

8) New facility to make Intra-adjustment of amount 
within Cash Ledger is provided for in the law.

9) Central Government may disburse refund amount 
to the taxpayers in respect of refund of State taxes 
as well.

 10) Introduction of Central “National Appellate Authority 
for Advance ruling” along with its constitution, 
qualification, appointment, tenure, conditions of 
services etc.

11) Applicability of pronouncements by “National 
Appellate Authority for Advance ruling” shall be 
applicable to all GSTIN’s within same PAN.

12) National Anti- profiteering Authority has been 
empowered to impose penalty equivalent to 10% 
of the profiteered amount.

13) Sri .Pankaj Jain, Chartered Accountant gave a 
presentation on Overview of Budgetary Changes 
in “Direct Taxes”.   The session was chaired by CA. 
Ramdev Bhutada, Co-Chairman, Direct Taxes 
Committee, FTCCI  

Income Tax Highlights of Budget 2019
1. No change in Income Tax in case of income up to Rs 
2 crores.
2. Income Tax return can be filed using either Aadhar 
Number or PAN No.
3. surcharge :
√ Taxable income from Rs 2 crore to Rs 5 crore- Surcharge 

has been increased from 15% to 18%
√ Taxable income from Rs 2 crore to Rs 5 crore- Surcharge 

has been increased from 15% to 22%
4. deduction :
* Additional Income Tax Deduction of 1.5 lakh rupees 

has been provided on the interest paid on loans taken 
to purchase e-vehicles.

* Additional deduction upto Rs. 1.5 lakh has been 
provided under section 80EE

* Has been provided for interest paid on loans borrowed 
for self-occupied house property by 3 1/3/2020.

* The cost of house must be within Rs. 45 lakh
5. faceless Income Tax assessment in electronic  
mode is going to be launched in   
2019 in a phased manner
6. angel Tax
* Valuation of share issue will be beyond Income tax 

scrutiny in case of Start ups.
* Pre approval is to be taken by A.O from Higher 

Authorities for assessment of Start ups.
7. All companies having annual turnover of Rs 400 crores, 
will now be under the bracket of 25% tax.
8. Proposal has been give to provide relief in levy of 
securities transaction tax.
1) STT will be levied only on difference between Strike 

Price and Settlement Price.
9.  Prefilled Income Tax Returns for Salaries, Interest, 
Mutual Fund Income etc.
10. 35AD exemption has been extended to Li-On battery, 
Semi-Conductor, Laptops,  Fabrication & Photo Volic.
11. TDS- 2% TDS has been levied on cash withdrawal of 
more than Rs 1 crore from bank account in a year.
√  It will boost up digital transaction.

Congratulations

Smt Bhagwati Devi 
Baldwa, Member, Managing 
Committee, FTCCI was 
honoured by Income Tax 
Department for being  
highest tax payer in  
Women Category
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seminar on “International Business Opportunities under 
ADB Funded Projects” on 12th July, 2019 at 11.00 am at 
Park Hyatt, Hyderabad.
Sri Arun Luharuka, President, FTCCI said in his welcome 
address, ADB is playing a key role in assisting its 
members and partners by providing loans, technical 
assistance grants, and equity investments to promote 
social and economic development of Asian Countries. 
As per 2018 annual report of ADB, He added that India 
was the biggest recipient of funds totaling USD 3.168 
billion making this the highest level of assistance since 
sovereign operations began in the country in 1986. He 
suggested that the Government of Telangana and the 
Asian Development Bank together should consider 
collaborating on various fronts such as the industrial 
corridors, transportation, education, sanitation, so on 
and so forth, which will further enhance and boost the 
socio economic development of the State.
Sri E.V. Narsimha Reddy, VC & MD, TSIIC requested 
the ADB to consider and support the two industrial 
corridors such as Hyderabad-Warangal- Chattisgarh 
and Hyderabad- Nagpur. He urged the ADB to partner 
with the state in the development of roads and other 
sectors. This is an opportunity to impress upon ADB 
particularly, because we don’t have any ADB funded 
projects in the State. He appealed the ADB to develop 
the state by pumping the funds in Pharma, National 
Investment and Manufacturing Zone (NIMZ), Aero 
and Defense sectors. 
Sri Somesh Kumar, Special Chief Secretary, Irrigation 
and CAD, Telangana recounted the achievements of 

Telangana under the “visionary” Chief Minister K. 
Chandrasekhar Rao more particularly in power, irrigation 
and agriculture and several schemes for the socio-
economic development of artisans. Telangana is the 
fastest growing State with 15.31% Growth rate. He also 
mentioned about the various schemes and projects 
such as Single Window Scheme (TS-iPASS), Double 
Bedroom Housing Scheme (2BHK Scheme), Rythu 
Bandhu Scheme, Kaleshwaram Lift Irrigation Project, 
which were all successfully implemented, besides a 
detailed overview of the Kaleswaram Lift Irrigation 
project.
Sri Chandra Mohan Arora, Senior Procurement 
Officer, South Asia Department, ADB made a detailed 
presentation on overview of ADB, ADB sector wise 
portfolio in India, ADB financed contracts, ADB 
procurement framework, Tendering process, Open 
competitive bidding   ADB policy on Anticorruption, 
ADB procurement methods and finally elaborated the 
Do’s and Dont’s about ADB bidding.
Sri Bisma Husen, Principal Procurement Specialist, 
Procurement, Portfolio and Financial Management 
Department, ADB given comprehensive presentation 
on Consultant Services Needs throughout ADB Project 
Cycle, Use of Consultancy services, Selection methods for 
consultancy services, Stages in Consultant recruitment, 
advices on winning a contract and preparation of robust 
proposal. The seminar ended with Q & A and well 
handled by the eminent speakers.
Sri Karunendra S. Jasti, Senior Vice President Proposed 
Vote of Thanks

Seminar on
International Business Opportunities under  

ADB Funded Projects

Sri Somesh Kumar, Special Chief Secretary, Irrigation and CAD, Telangana 
addressing the seminar

Sri Bisma Husen, Principal Procurement Specialist, 
Procurement, Portfolio and Financial Management 
Department and Sri Chandra Mohan Arora, Senior 

Procurement Officer, South Asia Department of ADB
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FTCCI CEO Forum organised an 
Interactive Meeting on “The Geo-
Economics of Economic and Fiscal 
Strategy of Budget 2019”  on 18th 
July 2019 at Hotel ITC Kakatiya, 
Hyderabad.  Ms. Khyati Naravane, 
CEO, FTCCI welcomed the gathering 
and briefed the several initiatives 
taken by FTCCI, for promotion of 
trade, commerce and Industry in the 
State of Telangana.
CA. Arun Luharuka, President, FTCCI 
mentioned that the Govt. has revised 
its fiscal deficit target for the financial year to 3.3 per cent. 
The Interim Budget presented earlier this year had pegged 
the fiscal deficit target at 3.4 per cent.  The Budget was 
presented with a grand vision of making India a $5 trillion 
economy in the next few years and was largely dwelt on 
building physical and social infrastructure, increasing the 
outreach of Digital India, making India pollution-free, 
boosting MSMEs, start-ups and manufacturing, self-
sufficiency and export of food grains among others — as 
parts of this grand vision.  India, in the recent past, has 
carried out some really fundamental reforms viz. goods and 
services tax, and the insolvency and bankruptcy code.   
Sri Gowra Srinivas, Convenor, FTCCI CEO Forum briefed 
about the CEO Forum and introduced the Chief Guest.  
Dr. Sanjaya Baru’s publications are praiseworthy which 
include The Strategic Consequences of India’s Economic 
Rise, India and the World: Essays on Geo-economics 
and Foreign Policy, The Accidental Prime Minister: The 
Making and Unmaking of Manmohan Singh and 1991: 
How PV Narasimha Rao Made History and The Bombay 
Plan: A Blueprint for Economic Resurgence (2018).
Dr. Sanjaya Baru, Distinguished Fellow, Institute for 
Defence Studies & Analysis, New Delhi said that securing 
external support for India’s emerging strategy to become 
a US$5 trillion economy requires greater coordination 

between the managers of foreign policy and diplomacy, 
on the one hand, and financial and trade policies on 
the other. This, in essence, is the geo-economics of the 
budget.  Securing coordination between the managers 
of economic policy and of foreign policy has always been 
necessary but today it is more so both because of the 
many structural changes in global power and economic 
relations and the fact that this year’s budgetary strategy 
has increased the importance of external economic 
management to domestic economic performance.
The Government’s proposal to launch sovereign bonds 
draws attention to the binding constraint on growth 
imposed by inadequate government finances and domestic 
savings. Resisting the temptation to print money and 
spend one’s way to growth, the finance minister has 
opted for incentivizing private investment and borrowing 
abroad.  If the government is able to stimulate new 
economic activity and thereby ease the domestic fiscal 
constraint, it will have more leg room to spur growth. 
However, this will have to be done with care, given 
increased exposure to global sentiments that comes with 
increased dependence on external finance and markets. In 
days to come, India will have to engage its global economic 
partners and financial markets to enable the finance 
minister to raise the funds required to finance higher 
growth. Equally, the commerce minister too will have 

to engage the world to justify 
the tariff measures announced 
in the budget. Managing 
both fronts will require deft 
diplomacy.
Sri Ramakanth Inani, Vice 
President, FTCCI felicitated the 
Chief Guest. Sri Karunendra 
S. Jasti, Senior Vice President, 
FTCCI proposed a vote of 
thanks.

FTCCI CEO Forum 
Interactive Meeting on 

“The Geo-Economics of Economic  
and Fiscal Strategy of Budget 2019”
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FTCCI
in News
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