NEWS ITEMS ON CAG/ AUDIT REPORTS (13.09.2022)

1. Knowledge Services Committee brings out 11 people-centric
audit documents, says CAG (theprint.in, latestly.com) 13 September, 2022

Knowledge Services Committee (KSC) have brought out 11 audit documents developed
covering a variety of people-centric issues, said a press statement by the Office of Comptroller
Auditor General of India on Monday.

While inaugurating the annual meeting of the Knowledge Sharing and Knowledge Services
Committee (KSC) in Cairo today, CAG Girish Chandra Murmu said, “KSC Working Groups
have brought out 11 documents developed covering a variety of people-centric issues, such as
the audit of plastic waste, sustainable transport, climate financing, audit of sustainability issues,
cyber security and data protection, audit of IT Governance, debt authorization, stolen assets
recovery, and corruption prevention in public procurement.”

He also expressed confidence in bringing out a new Guidance on public procurement audits
before November 2022, as per the statement.

He stated that one of the major challenges of the work of Supreme Audit Institutions is the
audit of Sustainable Development Goals since the needs for sustainability and the development
of the needs are to be judiciously balanced.

The CAG of India underlined the role of KSC in recognizing felt needs and filling the gaps by
bringing out valuable products in several areas of public sector audit. KSC has upheld the
INTOSAT’s long cherished position of leaving no SAI behind by providing SAIls with
authoritative and detailed guidance not only on what to achieve but also on how to achieve it,
he said.

Murmu reminded the delegates that the KSC’s strategies for the coming years should draw
inspiration from and be attuned to the committed priorities of INTOSAI viz., supporting SAI
professionalism, supporting SAIs to stay resilient in the face of extremely complex and fast-
evolving global circumstances marked by volatile political situations, calamitous events,
changes in financial markets, and changes in climate, as also to the ideals of equality and
inclusiveness.

He exhorted the members to keep abreast of global megatrends and strategically equip
themselves to audit challenging areas such as Artificial Intelligence, Climate financing,
forensic auditing, fraud and corruption, climate change etc. where the practice of auditing is
difficult and the processes are yet to be established.

The KSC (Goal 3) of INTOSAI, under the able leadership of the Comptroller & Auditor
General of India as the KSC Chair, works with the mission of encouraging cooperation,
collaboration, and continuous improvement of Supreme Audit Institutions through knowledge
development, knowledge sharing and knowledge services.

The three-day Annual KSC SC meeting is being held in Cairo from 12 to 14 September 2022,
hosted by the Accountability State Authority of Egypt. The meeting is being attended by


http://theprint.in/
http://latestly.com/

delegates from about 16 Supreme Audit Institutions. https://theprint.in/india/knowledge-
services-committee-brings-out-11-people-centric-audit-documents-says-cag/1126264/

2. Knowledge Services Committee brings out 11 people-centric
audit documents, says CAG (aninews.in) 12 September, 2022

Knowledge Services Committee (KSC) have brought out 11 audit documents developed
covering a variety of people-centric issues, said a press statement by the Office of Comptroller
Auditor General of India on Monday.

While inaugurating the annual meeting of the Knowledge Sharing and Knowledge Services
Committee (KSC) in Cairo today, CAG Girish Chandra Murmu said, “KSC Working Groups
have brought out 11 documents developed covering a variety of people-centric issues, such as
the audit of plastic waste, sustainable transport, climate financing, audit of sustainability issues,
cyber security and data protection, audit of IT Governance, debt authorization, stolen assets
recovery, and corruption prevention in public procurement.”

He also expressed confidence in bringing out a new Guidance on public procurement audits
before November 2022, as per the statement.

He stated that one of the major challenges of the work of Supreme Audit Institutions is the
audit of Sustainable Development Goals since the needs for sustainability and the development
of the needs are to be judiciously balanced.

The CAG of India underlined the role of KSC in recognizing felt needs and filling the gaps by
bringing out valuable products in several areas of public sector audit. KSC has upheld the
INTOSATI’s long cherished position of leaving no SAI behind by providing SAls with
authoritative and detailed guidance not only on what to achieve but also on how to achieve it,
he said.

Murmu reminded the delegates that the KSC’s strategies for the coming years should draw
inspiration from and be attuned to the committed priorities of INTOSAI viz., supporting SAI
professionalism, supporting SAIs to stay resilient in the face of extremely complex and fast-
evolving global circumstances marked by volatile political situations, calamitous events,
changes in financial markets, and changes in climate, as also to the ideals of equality and
inclusiveness.

He exhorted the members to keep abreast of global megatrends and strategically equip
themselves to audit challenging areas such as Artificial Intelligence, Climate financing,
forensic auditing, fraud and corruption, climate change etc. where the practice of auditing is
difficult and the processes are yet to be established.

The KSC (Goal 3) of INTOSAI, under the able leadership of the Comptroller & Auditor
General of India as the KSC Chair, works with the mission of encouraging cooperation,
collaboration, and continuous improvement of Supreme Audit Institutions through knowledge
development, knowledge sharing and knowledge services.

The three-day Annual KSC SC meeting is being held in Cairo from 12 to 14 September 2022,
hosted by the Accountability State Authority of Egypt. The meeting is being attended by
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delegates from about 16 Supreme Audit
Institutions. https://www.aninews.in/news/national/general-news/knowledge-services-
committee-brings-out-11-people-centric-audit-documents-says-cag20220912233009/

3. TRE o Higd @1 e Sxdrds R HESit (virarjun.com) 13

Sep 2022

TG O hise vre et
TETAS 4T Hea

T () wafer v, woor wfvecer, S @

o Tie S F w W Wl A oy, o et

99E FE Y W SE ¥ WeER # QeuE
Freires 7l & orr W 8, IR AT 2022 ¥ TR

701 fora 9 wed o e iy AT W

fare 2 sl T AR A w1 e

w1 ¥ wgfea fear WA 81 SAEmYRE % dieet 3

e & froge 3ﬁrw@@r s 8% ¥ e F &%

W ({esh 5 s FeT 4 ¥ gea SARY B ERH

¥ 9 FRrT ST 9 A T TEgE # St At

Hife (Gred) Frafie B IR AR S F RN

W1 TS FA R IE A Fuw F fvew 1 Taifwa

w1 A PO SR AT Fr) SRR o f e 3

TR R e e iRt F ¥aw @ e @ €,

feran, snfvre & wu-E o A ofvw s 8,

TifemE Awe & favemr W ft o # anfusfs ik

mmmzﬁm e st s e @

- F e et A e st W W W9 oy &

' e gl e S R o R A

T R IdenF e Ry B T @

I AT IR - Rl ot Suedt o

iﬂagﬁﬁmmgu mmmztum|

\mmmu&fs 2022 7% TS ¥ W |
mmtmsmz #mmtmntﬂm'

- v ofeEws, mﬁmnmmmJ
| fﬂ‘immtﬁm -t A% A wem 16
ez, W J0a1 3 32T WAl e W e ¥

T, A w1 osfez sy am AR /

/

https://epapervirarjun.com/


https://www.aninews.in/news/national/general-news/knowledge-services-committee-brings-out-11-people-centric-audit-documents-says-cag20220912233009/
https://www.aninews.in/news/national/general-news/knowledge-services-committee-brings-out-11-people-centric-audit-documents-says-cag20220912233009/
http://virarjun.com/
https://epapervirarjun.com/

4. 11 99 Ffea oiifde s R, Jesh &1 T (deshbandhu

.C0.In) September 12, 2022

YRA & e Td meEr tdies 3 $ol o I Ja1 9l (GuEd) & SRR THg 9N
I Ugd Oduie Wde offfse W te o AnfeRi i diesh ikt 9% g 3 divon @)
% PUTR afey gw A fafte sF-

Hid H&l B PR A gU 11 TWA AU &, o WD daR &1 3ifse, Rdprs uRasd, &
Aary facyur, fRRAT gef &1 fifee, Tger R IR ST W&, 3l &1 3fifse T, B
TITRERT, TRt &1 Uy &t I, 3fR doife Wiie § YPHAR &1 AHUH|

I8 T9R J Ugd rdvie TG 3iifge W Tk a1 AFferA M &1 t oy =uea faan

FIfew | Al W T8 Afds Afds HHE (BT &1 i 986 BT Igdred dd gu
351 Fel fr gafe sifee IR & S &t YW g # ¥ Th Jdd A dedt &t
3iifse 8 wifes fRRA ot S==d gl

IeH 39 91d R SR faur & ulfifae R, srfeme & amy-
Y WiRIDIg sidws! & fazawur @t sfed nfaiadr @ W & Iy -Hifd gad iR et
F 1 U fHar 9 =Rl

TSt 3 FaeHe &7 & 3iffec & s &el § HedaH Idial oI IH AL Heq™ $I T8 o
XAl DI TgF SR SR B WA H HUT Pt YAGT P @ifobd far! hitps://www.d
eshbandhu.co.in/news/leadstory-11-public-centric-audit-documents-prepared-cag-
announced-296573-1

STATES NEWS ITEMS

5. CAG asks Mizoram government to book defaulters of public
funds (eastmojo.com, nenow.in) September 12, 2022

Aizawl: The Comptroller and Auditor General of India (CAG) has asked the Mizoram
government to book defaulters involved in misappropriation, losses and theft of public funds
amounting to more than Rs 400 lakh.

The CAG report, which was tabled in the state assembly on September 7 by Chief Minister
Zoramthanga, revealed that there were a number of cases of misappropriation, losses and theft,
among others, in three government offices or departments during 2020-21 fiscal.

The total amount of public money affected by these cases was Rs. 435.21 lakh, the report said.

The misappropriation, losses and theft cases were reported from the office of the deputy
commissioner of Siaha district (Rs.2.50 lakh), department of food civil supplies and consumer
affairs (431.33 lakh) and urban development and poverty alleviation department (Rs.1.38 lakh),
the report stated.


http://deshbandhu.co.in/
http://deshbandhu.co.in/
https://www.deshbandhu.co.in/news/leadstory-11-public-centric-audit-documents-prepared-cag-announced-296573-1
https://www.deshbandhu.co.in/news/leadstory-11-public-centric-audit-documents-prepared-cag-announced-296573-1
https://www.deshbandhu.co.in/news/leadstory-11-public-centric-audit-documents-prepared-cag-announced-296573-1
http://eastmojo.com/
http://nenow.in/

“The state government should make all efforts to bring the defaulters to book and also
strengthen the internal control mechanism to ensure that such cases do not go undetected,” the
CAG?’s state finance audit report for the year ending March 2021 stated.

The Central agency also asked the state government to ensure timely submission of Utilisation
Certificates (UCs) of grants to three Autonomous District Councils (ADCs) in the southern
part of the state. The CAG in its report said that 151 Utilisation Certificates (UCs) in respect
of grants aggregating Rs. 172.17 crore given to three ADCs during the period up to March 2020
were not submitted to the Principal Accountant General by the three entities.

“11 annual accounts of three ADCs and two government bodies due for audit up to 2020-21
had not been submitted. Similarly, 21 annual accounts of three departmental undertakings were
yet to be received,” the report stated, adding that 28 Abstract Contingent bills amounting to Rs.
85.49 crores relating to previous years were pending for
adjustment. https://www.eastmojo.com/mizoram/2022/09/12/cag-asks-mizoram-
government-to-book-defaulters-of-public-funds/
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9. Aparajita alleges massive corruption in
mining (dailypioneer.com) 13 September 2022

BHUBANESWAR: Active connivance of the State Government machinery with the private
players in the newly-auctioned private mines led to massive corruption and loss to the State
exchequer worth thousands of crores, alleged Bhubaneswar BJP MP Aparajita Sarangi at a
Press meet here on Monday.

Sarangi said the share of low-grade iron ore in 2019-2020 was 23 per cent of ores which
increased to 95% in financial year 2021-2022. The high-grade ore of 65% Fe and above, which
fetches the highest value used to constitute 28% of production in 2019-2020 dropped to 2%
only in 2021-2022.

She further claimed that the Shah Commission, set up by the Centre in November 2010, gave
its report regarding various irregularities including Odisha Government’s turning a blind eye
to illegal mining in different mines of the State. Following Shah Commission’s report, the
Comptroller and Auditor General (CAG) of Odisha slapped Rs 65,000 crore penalty on
defaulting iron ore and manganese mine owners in the State.

However, private miners and Government officials are yet to take their stand on the issue.

She further said, “The Shah Commission stated that the extent of irregularities in the mining
sector in Odisha was to the tune of Rs 59,000 crore. It was expected that after Shah
Commission’s report, illegal mining in Odisha would stop and the State Government would
make sincere attempts to check irregularities. But the corruption and irregularities, instead of
being checked, found new ways under the BJD Government.”

Sarangi also alleged under-utilisation of the District Mineral Fund and said the basic purpose
of DMF ha failed. The intended objective of the funds to improve the quality of lives, provide
basic amenities and improve infrastructure of districts in mineral rich States have been lost
sight of either by idling of funds or because of rampant corruption in execution of projects.

The State Government should come out with a detailed status note on how it plans to utilise
the funds and how it will positively contribute to the wellbeing of the people of mineral rich
districts of Odisha, she demanded. https://www.dailypioneer.com/2022/state-
editions/aparajita-alleges-massive-corruption-in-mining.html
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10. Need for self-reliance and indigenisation has become even
more acute amid the Russia-Ukraine
war (economictimes.indiatimes.com) Sep 13, 2022

Emphasising how the importance of indigenisation and self-reliance has become more acute
and needs immediate attention in the backdrop of the Russia-Ukraine war, Vice Admiral
Sandeep Naithani, AVSM, VSM, Chief of Materiel, Indian Navy, said the launch of the aircraft
carrier, Vikrant, was a big honour for the Navy. “Kudos to the Navy for what has been an
absolute service to the nation. India has the capability to do each and everything possible,” he
said, while delivering his keynote address at the PHD Chamber of Commerce and Industry
(PHDCCI)’s forum on “Indigenisation requirements of the Indian Navy” in the capital on
Monday.

Talking about self-reliance and its benefit to the MSME sector, Naithani highlighted that we
have to work on optimally utilising our talent pool to achieve such an objective. “Such talent
needs to be made an efficient part of the ecosystem in becoming atmanirbhar, especially in the
MSME sector. The Navy has always gone ahead and helped the industry and will continue to
do the same,” he said.

The Vice Admiral also mentioned that credible testing facilities, which were a major challenge
earlier, have now met world standards. “Modernisation is an ongoing process. Procurement of
new equipment, including several indigenous cases under the Make in India initiative, has
contributed towards a mix of state-of-the-art vintage and contemporary weapons, sensors and
equipment,” he said, adding how underwater ranges, marine turbines, documentation and
quality issues have all been worked upon thereby converting each challenge into an
opportunity.

Explaining more about how self-reliance in defence manufacturing is one of the key objectives
of the Department of Defence Production, Naithani said we have to take the first steps and
build the in-house capability to manufacture materials, components and assemblies. “We look
forward to India becoming self-reliant in defence production and also a leading exporter of
defence equipment to other countries,” he said.

Other dignitaries at the event lauded the Indian Navy for its efforts in technology development
and upgradation in various areas. KV Kuber, Director (Aerospace & Defence), Ernst & Young
LLP, said the Indian Navy has acquired adequate expertise in the hull design and construction
of various types of warships. “In the field of propulsion systems (barring marine gas turbines
and propulsion diesel engines) and related auxiliaries, support services like air conditioning,
production capabilities are available in the country. Till the recent past, indigenisation was
focused on import substitution through reverse engineering and was limited to
components/subsystems. This method remained saddled with decades old technology.
Indigenisation strategy is, therefore, primarily focused on technology development in gap areas
rather than requirement based indigenisation,” said Kuber, a retired Colonel.

Also speaking at the forum, Pradeep Multani, President of PHDCCI, said indigenisation meant
having the capability of developing and producing any defence equipment within the country
for the dual purpose of achieving selfreliance and reducing the burden of imports.
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A series of B2B meetings were organised with the industry, including MSMEs, at the event.
More than 70 B2B meetings took place with Indian Navy officers and the event saw the
participation of over 200 industry delegates. https://economictimes.indiatimes.com/small-
biz/sme-sector/need-for-self-reliance-and-indigenisation-has-become-even-more-
acute-amid-the-russia-ukraine-war/articleshow/94167781.cms

11. States to have Niti Aayog-like bodies
soon (financialexpress.com) September 13, 2022

The Niti Aayog, the think-tank at the Central level, will handhold each state to set up similar
bodies, replacing their outdated planning boards, for faster and inclusive economic growth, in
tandem with the national vision of becoming a developed nation by 2047.

The move is in recognition of the fact that except for sectors like defence, railways and
highways, the national gross domestic product (GDP) growth is an aggregation of states’ rates
of growth.

Health, education and skilling are primarily with the state government. The Niti Aayog notes
that state governments’ role is critical to improving ease of doing business, land reforms,
infrastructure development, credit flows and urbanisation, all of which are vital for sustained
economic growth.

In his Independence Day speech last month, Prime Minister Narendra Modi set an ambitious
target of making India a developed nation by 2047.

The Niti Aayog has already got cracking on the “state support mission” by holding a meeting
of state planning secretaries on September 6. The think-tank, which will likely extend support
to states including experts from 1IMs and IITs, has received positive responses from states,
according to sources. Initially it aims for 8-10 states to set up such bodies, before reaching out
to all by March 2023.

Four states — Karnataka, Uttar Pradesh, Madhya Pradesh and Assam — have already begun
work in this regard while Maharashtra, Odisha, Andhra Pradesh and Gujarat will likely
commence work soon, sources said.

It has been seven years since the 65-year-old Planning Commission was replaced with the Niti
Aaayog by the Modi government in January 2015, mainly as a think-tank for forging a national
vision on development. The government has since given the plan fund allocation powers to the
Union finance ministry.

However, most states so far have done little to rejuvenate their planning departments/boards,
which were earlier dealing with the central Planning Commission and preparing parallel, state
five year-plans with the Centre.

“Most states’ planning departments, with huge manpower, are almost defunct and have no
clarity what work they will do,” a senior official said. “A plan has been chalked out by the Niti
Aayog to help in the creation of teams that will examine the existing structure of state planning
boards, and in the next 4-6 months conceptualise the State Institution for Transformation


https://economictimes.indiatimes.com/small-biz/sme-sector/need-for-self-reliance-and-indigenisation-has-become-even-more-acute-amid-the-russia-ukraine-war/articleshow/94167781.cms
https://economictimes.indiatimes.com/small-biz/sme-sector/need-for-self-reliance-and-indigenisation-has-become-even-more-acute-amid-the-russia-ukraine-war/articleshow/94167781.cms
https://economictimes.indiatimes.com/small-biz/sme-sector/need-for-self-reliance-and-indigenisation-has-become-even-more-acute-amid-the-russia-ukraine-war/articleshow/94167781.cms
http://financialexpress.com/

(SIT).” Lateral entry of professionals will be encouraged in SITs to undertake high-quality
analytical work and policy recommendations.

Besides reorienting the state planning boards as SITs, a blueprint will be prepared on how it
will guide the states in policy formulation, take up monitoring and evaluation of government
policies and programmes, as well as suggest better technology or models for delivery of
schemes.

The Niti Aayog and the proposed SITs will play a critical role in India achieving goals set for
2047, the 100th year of independence. The Centre has set up 10 working groups under various
secretaries to set those socio-economic goals to achieve sustainable, inclusive and job-creating
high growth, while addressing carbon footprint and energy
security. https://www.financialexpress.com/economy/states-to-have-niti-aayog-like-
bodies-soon/2664442/

12. A change for better? (millenniumpost.in) 12 Sept 2022

A proposed Bill to introduce significant changes in the electricity sector has elicited varied
views from industry insiders.

The Electricity (Amendment) Bill, 2022 was introduced in Lok Sabha on August 8. It proposes
significant changes related to contract enforcement, payment security, energy transition and
the need to provide a choice to consumers — wherein they can choose among multiple
licensees to promote competition.

Integration of renewables

A target for integration of renewable energy (RE) has been provided in the Bill and State
Electricity Regulatory Commission (SERC) will decide how they want to achieve it, said SP
Gon Chaudhuri, a veteran of India's RE sector.

"Some states don't encourage the generation of renewables and buy it from other states instead.
There is a penalty clause in the Bill, so if any distribution company (discom) fails, a penalty
will be imposed on them," Chaudhuri said.

West Bengal has committees on RE and climate change, but it insists on depending Deocha
Pachami, the largest coal block in the country, he stated as an example.

"Now, the state will be penalised if it does not follow a fixed percentage. Incidentally, the
percentage hasn't been mentioned in the Bill. So, all states will be under pressure, which means
they will either generate renewables or buy them,” Chaudhuri added.

The Bill entrusts a central agency, National Load Dispatch Centre (NLDC), with increased
authority for improved scheduling, dispatch and efficient grid operations, said Disha Agarwal,
programme lead, Council on Energy, Environment and Water (CEEW).

"This will enable integration of renewables, optimise the cost of procuring power and balance
reserves," Agarwal said.

Enabling NLDC with the power to exercise control over the inter-regional and inter-state
transmission network may lead to the dispatch of power on a merit basis at the central level,
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said Abhishek Moza, deputy secretary, Uttar Pradesh Electricity Regulatory Commission
(UPERC).

"This will enable a flow of cheaper power despite any contractual agreement between the
discoms and generating stations,” he said.

The proposed provision regarding mandatory payment security mechanism for scheduling and
dispatch of electricity will lead to ease of grid transactions, said Moza. "However, it may also
lead to a situation where the generators, in the absence of such a security, will have to sell
power to a party other than the beneficiary."

This may lead to a scenario where a generator cannot sell power and will suffer a loss. It may
affect the financial condition of discoms as they may not have enough money to pay the
generators on a monthly basis, Moza added.

Moreover, most generators are not in sync with the recent late payment surcharge rules being
notified by the Centre.

Therefore, it would be difficult to say that transactions would be smooth, he said. There are
many enabling provisions in the contract, too, including the opening of a payment security
mechanism which is enforceable by the court of law. However, most of them have not been
implemented till now, explained Moza.

Moreover, the order related to the payment security mechanism was issued by the Centre by a
circular issued on June 28, 2019. Later, it was observed that generating companies have
provided consent to schedule the power without any security, the UPERC official said.

Violation of rules will book the doors of courts. Therefore, we will have to see whether this
will resolve the issue as generators will ultimately have to sell their power under the Power
Purchase Agreement, warned Moza.

Is the Bill a policy enabler?

Another issue raised is whether this Bill will help enable policies to take decisions on matters
that concern the RE sector — such as wind repowering and demand aggregation for rooftop
solar.

The Bill introduces provisions that can enable retail-level open access, i.e. providing consumers
with the power to choose their electricity supplier, said Agarwal.

Inducing competition in the distribution sector can introduce discipline and efficiency in
operations and finances. It can also bring in incentives for discoms to revisit their power
procurement contracts and reduce the cost of purchase, she added.

If Delhi discoms had procured from alternate sources like the power exchange or a round-the-
clock RE source instead of Dadri Stage | between April 2019 and November 2020, they would
have saved Rs 1,050 to Rs 1,098 crore, largely due to avoided fixed costs, CEEW research has
found.
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"With competition, discoms may think of leveraging distributed RE resources to manage their
peak power demand more cost-effectively, giving the required impetus to rooftop solar, and
lowering the overall cost to consumers,” it said.

The inherent benefits of a rooftop solar system in Delhi's BSES Rajdhani's (BRPL) distribution
area outweigh its revenue loss, a CEEW study found. BRPL stood to gain Rs 0.22/ kiloWatt
per hour for every unit of electricity being generated from rooftop solar.

The efficiency of power consumption by industries depends on tariff, stated Chaudhuri — the
more the tariff, the more companies opt for measures to conserve energy. However, if the tariff
is increased, then industries go for captive power generation, where electricity is less
expensive.

For instance, solar PV is now less expensive; therefore, most industries will go in for captive
power generation. "Due to the introduction of this Bill, the price of electricity will be high,
more so as coal will be imported for the power plant. In such a scenario, industries will opt for
renewables,” Chaudhuri added.

He feels that with this Bill, industries will be encouraged to put up captive power solar plants.
The discoms that have not been interested till now but will be compelled to buy solar from
different producers or from states producing solar owing to the Bill.

Due to open access, many industries will be able to procure solar from power producers.
Moreover, it is an opportunity to buy clean energy from any coal-based/clean energy company,
which is not the case now. If one wants to buy clean energy currently, one can only purchase
captive, which must be approved by the discom.

Taking powers of the Commission to fix Renewable Purchase Obligations (RPOs) can mean
stricter RPQO's and this may lead to more flow of renewables, according to Moza.

Challenges ahead
However, there are issues, admitted Chaudhuri. "Since privatisation will be inevitable, the
government's role in power distribution and power control management will be lesser."

Issues such as independence of the regulatory Commissions, the distance of discoms from the
government and restructuring of distribution licensees haven't been addressed, said Moza.

The Bill proposes to amend Sections 60, 42 and 14 of the Electricity Act, which will allow
multiple distribution licensees to function in an area. The power procurement cost to be borne
in proportion by existing and new distribution licensees. This may enable competition in retail
power distribution, but it will not bring any significant changes, he said.

This is because the distribution network will be operated by the same distribution licensee
where inefficiencies persist. Also, competition is envisaged for supply licensee for power
purchase.

On the other hand, power is procured by discoms through competitive bidding and adopted by
the Commission if such a tariff is discovered through a transparent bidding process.
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Therefore, once the existing licensee procures power, how the new licensee will procure
cheaper power is debatable, said Moza. In most states, there is no return on equity/interest on
a loan to the distribution licensee for power purchase; therefore, playing on these margins will
not be possible.

The above view considered that the role of other licensees would be limited to the supply of
electricity as nothing else has been explained in the proposed amendment, he clarified.

Way forward
Since NDLC is being given powers to monitor the grid in real-time, it may enable the induction
of new technologies like energy storage despite being fraught with issues, said Moza.

Fundamental reforms can enable operators/power suppliers to leverage big data, digital
innovations and new technologies for efficient grid management, said
Agarwal. http://www.millenniumpost.in/opinion/a-change-for-better-492737

13. The takeaways from RBI paper on climate
action (livemint.com) 13 Sep 2022

Six key questions have been raised in RBI’s paper. Implementation timelines and the
prioritization of qualitative versus quantitative metrics are crucial.

The recently released climate risk discussion paper by the Reserve Bank of India (RBI), to
encourage the country’s financial sector to prioritize green-transition financing and ensure long
term systemic stability by addressing the growing threat of climate challenges, is most
welcome. It diligently elucidates both (i) physical climate impact risks and (ii) transition loss
risks that further complicate the credit, concentration, operational, liquidity and market risks
for regulated entities in the banking, financial services and insurance (BFSI) sectors.

Refreshingly, the consultation paper offers broad guidance, illustrative examples and good
practices for regulated entities around governance, disclosures, strategy, processes and the risk
management structure to address climate risks, with valuable insights for consideration of
boards.

More emphasis could however have been laid on the numerous financing opportunities that our
climate transition holds for regulated entities, considering the billion dollar investments
required this decade itself, to hasten the buy-in of entities before any mandated targets kick in.
Secondly, foreign capital for the promotion of environmentally sustainable business through
sustainability-linked loans and bonds will require incentivization to aid the green transition
from ‘Take-Make-Dispose’ linear economy models to a ‘Reuse-Reduce-Recycle’ circular
economy model, which by reconditioning end-of-life products could reduce the use of non-
renewable resources and wastage across agriculture and industry. Regulators need to pull out
all stops to support financiers and avert the disconcerting possibility of overseas capital
bypassing India Inc, given that developed economies are also competing for transition
investment.

Six key questions have been raised in RBI’s paper. In this regard, implementation timelines
and the prioritization of qualitative versus quantitative metrics are crucial.
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Fast warming ocean and land temperatures, extreme flooding or drought-like events that impact
water availability and soil quality, and India’s 2021 ranking among the ten worst affected
countries by an important climate risk index call for quick action by India Inc and its financiers.

To enable regulated entities to proactively manage the uncertain timing and severity of climate
risk challenges and to support our net zero goal, it will be prudent to swiftly incorporate both
qualitative and quantitative aspects upfront, simultaneously. Such implementation should be
done concurrently across different parameters, with metrics tightened progressively in phases.

Nevertheless, RBI must tread carefully by taking a balanced approach, considering that banks
and other regulated entities are already saddled with multiple capital commitments, liquidity
buffer burdens, cash reserve requirements, priority sector lending (PSL) targets, corporate
social responsibility obligations and possibly future green energy usage government mandates.
Yet, any goal without numerical targets would not move the needle and would only be beating
around the bush. Therefore, a tough act of jugglery confronts regulators.

Qualitative issues: (a) Assimilating information on basic climate-impact parameters from
corporates during the credit appraisal stage should be mandated, which in addition to helping
regulated entity managements take informed lending or investment decisions, will over time
also generate accurate data to help improve climate default risk forecasting models. (b) Due to
the absence of qualitative data on climate change default probabilities, stress testing, forecasts
or scenario analysis could be prescribed as a short-term proxy for loss estimates of lending and
investment portfolios. (c) Regulators may also ask regulated entities to strengthen capital
buffers or incentivize climate-positive sectors through lower risk capital weightages.

To conclude, corporates and regulated entities in India can beat the challenges of climate
change if they embed sustainability at the core of their business strategy and manage transition
implementation, tracking and reporting commitments
proactively. https://www.livemint.com/opinion/online-views/rbis-paper-on-climate-
action-has-suggestions-worthy-of-adoption-11663001599435.html
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