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(from left) Mr Murli Deora, Corporate Affairs Minister, Mr Sidharth Birla, Chairman, FICCI

Law Committee, and Mr William E. Kovacic, Commissioner,

Federal Trade Commission of the

US, ata conference on ‘Regulation of Combinations’ Drgamsed by the FICCI and Compehtion

Commission of India in the Capital on Thursday.

Kamal Narang

Merger norms will be
in place by June 1

Our Bureau
New Delhi, April 21

The rules for corporate merg-
ers and acquisitions would be
implemented by June 1, as no-
tified, said Mr D.K. Mittal,
Secretary, Ministry of Corpo-
rate Affairs, on the sidelines of
a FICCI event,

“The regulations are under
review of the Competition
Commission and would be fi-
nalised by the first week of
May, following which it will be
mandatory for companies to
seek the Commission’s ap-
proval for such deals,” said Mr
Mittal,

The Minister for Corporate
Affairs, Mr Murli Deora, and
officials of the Competition
Commission of India and Min-
istry of Corporate Affairs were

meeting members of industry
to share views and discuss the
new provisions of the competi-
tion regime.

fhex will be meeting indus-
try members in Mumbai, Ban-
galore and Hyderabad as well,
said the Minister

“We are here to listen to the
industry. We do not want to
force anything on them but
rather parmer them in creat-
ing laws that will help them,”
said Mr De
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border M&As. The Act will
check mergers that could cre-
ate monopolies or abuse dom-
inance, are harmful to
consumers and small pro- '
ducers and impede orderlv ec- |
onomic growth, said the
Minister.

According to the provisions
in the Act, companies with a
turnover of more than Rs 1,500
crore will have toapproach the
CCI for approval before merg-
ing with another firm.

Companies with combined
assets of Rs 1,000 crore or
more, or a combined turnover
of Rs 3,000 or more, would re-

quire the CCI's nod.

The maximum time limit for
the CCI to vet mergers has
been reduced 1o 180 days from
the earlier 210 davs
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M&A draft @

deadline must
not be tinkered
with: Deora

feBureau

New Delhi, Apr 21: The government hasmade it
clear that while the draft regulations on mergers

" andacquisitions putoutby the Competition Com-
mission of India last month would be up for re-
view, there would not be any tinkering with the
Juneldeadline. Corporateaffairsminister Murli
Deora said the corporate affairs ministry would
finish discussions with various industry bodies
by the end of April after which the final draft
would be prepared.

“Wearenotgoingtogobackonthe Juneldead-
line. The regulations are being currently re-
viewed,” said MCA secretary DK Mittal. He
added that the government shares the concerns
of theindustry aslegitimate and appropriate but
added that thefinal decision would bereached af-
ter due consultations with all stakeholders. Se-
nior government officials had gathered for a Fic-
ciorganised meeting on M&As.

Deora said that the government would be meet-
ing industry representatives on April 25 in Mum-
bai followed by similar meetings in Bangaloreand
Hyderabad. “We would interact with industryand
it(regulations) would befinalised by theend of the
month,” hesaid. When asked about the state of the
Companies Bill, Deora assured that it would be
tabled in the Parliament in the monsoon session.

While assuring that the final regulations
would be industry friendly, Deora said that the
CCIwouldnotsupportany mergerthat could cre-
ate monopolies thereby impact the end con-
sumers. Chairman of CCIDhanendra Rumaral-
so said that the commission would ensure that
the competition law does not act as an impedi-
ment to growth but help in nurturing it.

Last month the CCI had come out with the
draft regulations on M&As as per sections5 &6
of the Competition Act after the committee of
secretaries (CoS) headed by cabinet secretary
KM Chandrasekhar had vetted them. Follow-
ing this, the MCA soon issued its pending noti-
fications as per which they would take effect
from June 1.

However industry voiced its concerns on sev-
eral aspects of the regulations namely the long
approval period for an M&A which could stretch
intosixmonthsand thehighnotificationfee. Last
week theMCA had issuedastatement which said
that the government had directed the CCI offi-
cials to “ensure there is no disruption in the ac-
tivities of corporate India” when it finalises the
rules on how its will treat M&As.
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scrutiny by 1 May

New Delhi: A month before it starts
scrutinizing mergers and acquistions
above a certain size in terms of sales or
assets, the the Competition Commission
of India (CCI) will finalize the draft requ-
lation detailing the process of scrutiny
by 1 May, according to CCl chairman
Dhanendra Kumar.

Members of the Federation of Indian
Chambers of Commerce and Industry
(Ficci) and the Confederation of Indiar
Industry, who met Kumar and his offi-
cials on Thursday, said their concerns
were about the need to notify transac-
tions that would have no adverse effect
on competition and also the payment of
stiff fees for such notifications,

"These include acquisition of one or
more shares, internal reorganization,
stock in trade, raw materials, stores and
space, issue of bonus shares, division of
shares, etc,” said Vijaya Sampath, co-
chair, Ficci corporate law committee,

"We have taken note of all yeur con-
cerns. We will work on them and then
finalize the draft regulation. The CCl will
not be aroadblock in industry’s endea-
vour to grow,” said Kumar. SANGEETA
SINGHS,




M&A rulesto
be finalised by
May 1: MCA

ENS ECONOMIC BUREAU

NEW DELHI, APRIL 21

THE regulations governing the mergers,
acquisitions and combinations under the
Competition Act would be finalised by
May 1, a senior government official said
here today.

“The notification will be finalised in
the first week of May and would be im-
plemented from June 1, 2011,” D K Mit-
tal, secretary, ministry of corporate af-
fairs, told reporters on the sidelines of a

FICCl eve
regulations will help the govern-

ment in implementing the Section 5 and 6,
pertaining to mergers and combinations ef-
fectively. The sections weré notified last
month but the regulations have been mired
in heated debates and controversy due to
“lack of clarity”, as the industry puts it.

The Competition Commission of India
(CCI), in an effort to build consensus on
the issue, will hold meetings in Bangalore,
Hyderabad, and Mumbai with law experts
and industry representatives so that the
contentious matters can be resolved.

Meanwhile, corporate affairs minister
Murli Deora reiterated that the date of im-
plementation of the sections remain un-
changed at June 1. He said the approval of
CCI will help “check mergers that end up
in creating monopolies or abuse of domi-
nance, harmful to consumers and small
producers and impede orderly economic
growth.” Earlier, Deora had said the indus-
try would be heard before the CCI finalises
the regulatory provisions in the new com-
petition regime.

According to the provisions in the Act,
companies with a turnover of over Rs 1,500
crore will have to seek CCI's approval be-
fore merging with another firm,
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he Government on
Thursday said it will keep
an eye on those merger and
acquisition deals that create
monopolies and impede eco-

nomic Emwih
“The Competition

Commission of India (CCI)
will check mergers that end up
creating monopolies or abuse
of dominance harmful to con-
sumers and small producers
and impede orderly economic
growth,” Corporate Affairs
Minister (MCA) Murli Deora
said.

The Minister, however,
assured the industry that the
CCI will “speedily clear” deals
that increase efficiencies due to
economies of scale, combined
production plants, integrating
procurement and pooling of
R&D resources.

The CCI has notified sec-
tions 5 and 6 of the
Competition Commission Act,
2002, dealing with mergers
and acquisitions (M&A) last
month, but it is yet to finalise
the rules.

Later on the sidelines of the

-meet, MCA Secretary DK
Mittal said his ministry would
finalise rules for corporate
mergers and acquisitions by the
first week of May, following
which it will be mandatory for
companies to seek the
Commission’s approval for
M&A deals.

“The notification will be
finalised in the first week of
May and would be imple-
mented from June 1, 2011, he
said at a FICCI event here.

—The fiormis when 1mpre-
mented from June 1 would
require companies to seek
CCI’s approval for domestic
and cross-border M&As.
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CCI to check
M&As leading to

monopolies: Deora

The CCI is already work-
ing with corporate law experts
and industry representatives to
get their feedback on the draft
merger regulations.

According to the Act, com-
panies with a turnover of over
1,500 crore will have to
approach the CCI for approv
before merging with anoth.
firm.

Among other things, CCI

‘wotld take a prima facie view

on the proposed combinations
within a month of filing by
companies, addressing a major
concern of industry about the
time limit the body would take
to vet mergers.

sAlso, the maximum time
limit the CCI would take to vet
mergers has been reduced to
180 days from the earlier 210
days, after facing opposition
from the industry.

Only those proposals
would need the CCI’s nod
where the companies have
combined assets of ¥1,000 crore
or more, or a combined
turnover of ¥3,000 crore or
more,

Also, the target company’s
net assets have to be a min’
mum of T200 crore or it shoul.
have a turnover of ¥600 crore-
for CCI intervention.




CCI will check M&As
creating monopolies’

New Delhi: Government on Thursday said it was on the
alert against monopolies and abuse of dominance result-
ing from mergers. Corporate affairs minister Murli Deora
warned India Inc that the Competition Commission of In-
dia (CCI) would check mergers that end up in creating mo-
nopolies as this would impede orderly economic growth.

The minister said experience of developed capitalmar-
ketsand economiessuchas theUS and Europe had made it
increasingly evident that regulation of mergers and ac-
quisitions helps in strengthening the market and its com-
petitiveness totheadvantage of consumers and the econo-
my. “It is in this context that the government had notified
Section 5 and 6 of the Competition Law relating to combi-
nations, including acquisitions, enquiries of control and
mergers and amalgamations,” he said at a Ficci confer-
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i Deora ~ssures india inc of
Fast CCl Approval For M&A

NEW DELHI Minister for corporate
affairs MurliDeora has assured India
Inc of speedy clearance of merger
proposalsby the country's competi-
tion regulator, Competition Commission of India.
He said the competition watchdog will only stop
mergersthatare harmful to economicgro wth
and affect the interests of coNSUMErs and small
producers.The government held w ide-ranging
discussions with the industry over the forth-
coming merger regulationsof the Competition
ActonThursday. Minister said that the new
norms will be finalised by early next manth.
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M&A rules to be notified by May1

BS REPORTER
New Delhi, 21 April

COMPETITION Commission
of India (CCI) will notify the
new merger and acquisition
(M&A) rules by May 1, a
month before M&A provisions
under the Competition Act,
2002, turn effective for corpo-
rate mergers and takeoversin

the country.

The Ministry of Corporate
Affairs would also organise a
series of stakeholder consul-
tations before the final rules
were notified, said minister
Murli Deora.

Speaking at a conference
organised by industry cham-
ber Ficci here today, the min-
ister said the nextindustry

consultation on M&A rules is

scheduled in Mumbai on

April 25. It will be followed
by similar interactions in
Bangalore and Hyderabad.

CCI chairman Dhanendra
Kumar said the Commission
will take a final view on the
draft M&A rules on April 29,
once industry consultations
are over.
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‘C1 permission must for \
“ss-border acquisitions |

= Deora: new norms

NEW DELHI: Companies
would be required to
obtain permission from
the Competition Commis-
sion of India (CCI) for
cross-border acquisitions
from June 1, when the new
guidelines on mergers and
acquisitions (M&A) will
come into force, corporate
affairs minister Murli
Deora said. The new
guidelines will be released
-by May 1, he said. “The
regulations are being
reviewed by the commis-
sion and the date of imple-
mentation remains June
1,” Deora said here on
Thursday. HTC
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Govt mulls tough code
for listed firms’ honchos

-~ AJAY KUMAR SHUKLA
New Delhi

WITH over half-a-dozen
major scams involving top
industry officials coming to
fore, ministry of corporate
affairs is mulling over strin-
gent code of ethics for senior
brass of listed companies.
Corporate affairs minis-
ter Murli Deora said that
there were provisions of per-
* sonal code of conduct for top
company officials in final
draft of the companies’ bill
set to be tabled in monsoon
session  of ~ Parliament.
Deora’s statement assumes
significance as five big busi-
ness honchos were sent be-
hind the bars in the 2G spec-
trum scam on Wednesday.
CBI special court on
Wednesday had ordered ju-

_dicial custody for chairman

of Unitech Wireless Sanjay
Chandra, chairman of the
Dynamix Balwas group,
Vinod Goenka, the group
managing director of Re-
liance ADAG, Gautam
Doshi, and two senior vice-
presidents of ADAG,

“We are concerned about
it (the arrest of top company
executives) and the matter is
worth considering,” Deora
said on the sidelines of a
meeting held on Regulations
for different sectors. Deora
said that 2G scam was at
present sub judicious and it
was in the court’s ambit to
decide on the guilt and
wrongdoings of companies.

Earlier, Deora said that
the ministry was in constant
touch with industry captains
to address all their apprehen-

sions on new rules for merg-
ers and acquisitions (M&A).
“We will be holding a meet-
ing in Mumbai on April 25,
thereafter such meetings
would be held with industry
leaders in Hyderabad and
Bangalore,” He said.

He said that earlier dead-
line to form regulations for
M&As may however, be
missed (M&A regulations
were scheduled to be out by
this month end). But, their
implementation will not be
delayed and they would be-
come operational by Junel.

“More and more people
are coming with new ideas
and we do not want to miss
any of them. We are still try-
ing to bring together all the

opinions,” he said.
ajaykumarshukla

@mydigitalfc.com
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Two-way trade street

Indian business must be ready for a greater degree of openness
to benefit from free trade agreements with Asean:

. FROM THE
B® VORY TOWER

M CHANDRA MOHAN

ndhia’s free trade agreement

I (FTA1 with the Association of
- Southeast Asian Nations
(Asean), which kicked off in Jan-
uary 2010, is perhaps the coun-
try's mnst important trade agree-
ment because it is integral to ats
“loak east” policy of integration
with Asia The 10-member Asean’s
combined GDE of $1.5 trillion s
not very different from that of In-

dia's GDP of $1.2 trillion. An FTA,
thus, is bound to open up a sub-
stantial market for our goods. In-
dia, too, can benefit from serv-
ices trade with Asean. Greater en-
gagement with this grouping will
spur the globalising drive of In-
dia Inc eastwards as it forms part-

nerships, alliances and joint ven-

tures to leverage the bustling busi-
ness prosperity of this region
However, despite evidence that
this FTA mught result in a boom in
bilateral trade that can easily touch
570 billion by 2012, up from $50 nl-
honin 2010, such local stakehold-
crs as farmers in states like Kerala
and India Inc are far from gung-ho

about this agreement. Indian in-
dustry nurtures a deep-seated am-
bivalence over the benefits of such
bilaterals due to the persisting do-
mestic handicap of inverted duty
structures. This contributes to a
skewed pattern of trade tilted
against India. Presumably, the cn-
Iy ones who remain enthusiastic are
bureaucrats and politicians — es-
pecially the so-called reformers in
their mudst, who are susceptible to
the need to show that India has ar-
rived on the world stage!
Professor Jagdish Bhagwati of
Columbia University and other econ-
omists specialising in trade are also
extremely sceptical that such FTAs

haveranything to do with free trade.
Far from it, they form an unruly
mass of crisscrossing strings, that
he called a “spaghetti bowl", that
hampers rather than facilitates free
trade for those left out. Such FTAs
entail different rules of origin and
preferences that benefit only mem-
ber countries. Whether the trade cre-
ation for such member countries is
welfare-enhancing for their stake-
holders like farmers and local in-
dustries is also far from certain. Such
agreements are at best a second-best
option to a multilateral WTOQ deal
that wraps up the Doha Round.
Even if such agreements are
second-best options, Indiais un-
likely to derive much benefit if
there is a persisting sense of am
bivalence among stakeholders re
garding the potential gains. Closc:
economic engagement with Ascan
15 simply not on without a greater
degree of self-confidence onthe
part of India Inc. If India desires to
be part of the broader Asian com
munity, a degree of openness is nec

essarily called for. Is India Inc
ready for a greater degree of open-
ness? After having experienced
decades of tariff protection, it is cer-
tainly not easy to be prepared for
accelerated reductions in import
duties. Butbeing defensive about
one's market is hardly the best way
to gain from two-way trade.
Considering its nascent stage -
the agreement is not fullyin place
asonly eight of the ten members
have ratified it. Vietnam and Cam-
bodiaare expected to do so in the
near future - it is hardly surprising
that there are ne detailed impact
assessments of this agreement by
think-tanks and researchers. A
Jood report is the recent Deloitte-
YFICCT white paper on ' India Asean
aFree Trade Agreement. Implica-
tiemis for [ndia’s Economy™ that ar
gties that the success of the FTA is
“crincally dependent on the exis-
tence of good institutions in the
country and an efficient regulato-
cnvironment such that they act
ast enablers (or the benefits te

NEW DELHI, FRIDAY 22 APRIL 2011

flow through and disperse through-
out the economy.”

On the goods front, this agree-
ment will benefit Asean more than
India although it will provide
greater competitive advantage to
several of our industries like chem-
icals, pharmaceuticals, textiles and
handicrafts, according to Deloitte.
Extending the FTA to services is,
therefore, critical for India if it has
toleverage its full potentiality. To
be sure, negotiations between In-
dia and Asean have been facing
problems on services, especially
over the issue of movement of nat-
ural persons. India, however, is un-
fazed by these setbacks as it has
concluded a comprehensive eco-
nomic cooperation agreement (CE-
CAs) with Malaysia, like it has with
Singapore. CECAs with Thailand
and Indonesia arc also on the anvil
India certainly can benefit from
greater services trade with such
important Asean members

This FT'A, thus, is likely to be

“our most ambitious trade agree

ment. But so long as we have a de-
fensive mindset in trading off long-
term benefits with short-term costs,
we wouldn't be able to leverage its
full potential. Indian business must
be ready for a greater degree of
openness to benefit from trade
agreements and take proactive
measures to form alliances with the
Bhumiputras in Malaysia and lo-
cal non-Chinese businessmen in,
say, Indonesia. This should not be
difficult in principle as doing busi-
ness in Asean is hardly different
from India. In this connection, an
extremely positive development is
that the Indian govérnment is
thinking of appointing a dedicated
ambassador to Asean who will be
based in Jakarta. This should help
ingiving more attention to acru-
cial building-block of Indiz's drive
Lo integrate with Asia

From the [vory Tower makes
research from tie academic
world accessible to all

our readers
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Deora bats for M&A norms

AGE CORRESPONDENT
NEW DELHI

April 21: The corporate
affairs minister, Mr Murli
Deora, on Thursday said
that new regulations on
mergers and acquisitions
(M&A) will check mergers
that end up in creating
monopolies or abuse of
dominance which is harm-

ful to consumers and small

producers.

He said there is no deny-
ing that fair competition is a
must for an orderly devel-
opment of the economy and
compliance with the provi-
sions of the competition
law is absolutely essential
to attain this goal. However,
this should not stifle the
pace of M&A activity, nec-
essary for India’s economic
growth at this juncture.

The Competition
Commission of India (CCI)

is already working with
corporate law experts and
industry representatives to
get their feedback on the
draft merger regulations.
From June 1. all large
firms would require to seek
CCI's  approval before
going ahead with M&As.
The CCI has been empow-
ered to do so with the noti-
fication of sections 5 and 6
of the Competition Act,
2002.



