//gTAKE SALE TARGET COULD BE ¥50,00‘0-60,000 fR
Budget may skip big
bang disinvestment

Focus on ongoing sales
like IDBI Bank, HZL

PRASANTA SAHU
New Delhi, Janvary 9

THE GOVERNMENTIS unlikfelyto set atar;
get to complete any new disinvestmen
transaction, includingsale qf anypublic sec:
tor bank, next fiscal as it will focus on cgn
cluding a few deals where the process zaj
alreadybegun. The receipts target for EY} .
would, therefore,be notveryambitiousan
may be fixed at £50,000-60,000 crore. '
The scaling down of the agepda toraise
non-debt capital receipts via this rqu’gz 1:}11n
recognitionof the fact that FY 24 will el 43
last financial year before the geperal ; ;acd
tions in April-May 2024.:1‘he ruling BJ ;he )
National Democratic Alliance reckons tha
big-ticket dealslikesale of PSBs and oil com-
panies could be politicallyinopportune.
“Next year, we will pursue the transac-
tions that have been approved (by the Cab-
inet)andarealreadyinvarious stages. These
include IDBI Bank,ConCor,BEML, Stupp}ng
Corporationof India, NMDC Stgel,HLL Life-
care and PDIL,” department of investment
and public asset management secretary
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Finance minister Nirmala Sgtharaman
had in the FY22 Budget rpentloned that
two PSBsand one genera'l insurance com-
panywillbe privatised,without specifying
any time-frame. However, little progzﬁsi
has been made nearly two years afte‘f:1 at
announcement. The government dl' nof

introduce a Billin the monsoon sessiono
Parliament to facilitate the pnvatlsatli)n.
The government has taken a go-slow
approach on PSB sales dgsp}te Nltl Aay?ig
having recommended privatisation of Ind-

FY22

FY23

ian Overseas Bank (IOB)and CentralBan'kof
India (CBI).Analysts'viewthatasell-offbidat
this point, given uncertain market cond(;-
tions, is unlikely to generate good proceeds
also apparently influenced the govern-
ment’sdecision.The Centrehad earlierindi-
cated thatitis opentotheideaofoffloading
its entire equity in the two banks that are
proposed tobe privatised, instead of theini-
tial plan to retain a 26% stake, to garner

greaterinterest from potential investors.
e~
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Budget may skip
big bang
disinvestment

Arecent paperby Poonam Gupta,
NCAER(directorgeneraland member
of the economic advisory council to
the Prime Minister, and former Niti
Aayog vice-chairman Arvind Pana-
gariyahassuggested that the govern-
ment privatise all state-run banks,
barring SBI.

On February1,202 1,anewpublic
sectorenterprises policywas unveiled
to limit the number of CPSEs to a
minimum in strategic sectors while
the government will fully exit the
non-strategicsectorbusinesses. This
triggered speculations that dozens of
CPSEs, includingbanks, fuel retailers,
amongothers,wouldbe privatisedin
the comingyears. But the process for
saleof oil marketer BPCLwas shelved
amid volatilityin global crude prices,
which raised questions of the Iack of
real pricing autonomy for state-run
oil marketing companies.

Except foran OFS tranche of HZL;
not many big transactions are
expected by March 2023. Given that
transactions are time-consuming in
many deals due to issues such as
delays in getting approvals and
demergerofnon-core assets, the dis-
investment target of ¥65,000 crore
for FY23 would likely be missed bya
significant margin. The Centre has
received¥31,106 croreviadisinvest-
ment so far, 489% of the annual tar-
get. The shortfall in FY23 would
depend on how much the Centre
would garner from the HZL stake sale
byMarch.

“We want to exit HZL. In how
many tranches the exit will happen
will be based on the advice of mer-
chant bankers?” Pandey said. HZL
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share price closedat ¥338.3 on Mon-
day, up 1.48% from the previous
closing price. The Centre's 29.54%
stake in HZL is worth about 42,225
croreatthe currént market prices.

On Saturday, the government
received multiple expressions of
interest (Eols) forthe 60.72%stakein
IDBI Bank, which will go to the suc-
cessful bidder along with manage-
ment control. “It will take at least 3-4
monthsto completeall the processes
by transaction adviser including due
diligence of Eols, getting a fit-and-
properassessmentbythe RBland giv- -
ingaccesstodataroomonthe bankto
shortlistedbidders. The financialbids
would be called after that” Pandey
said.Theofficial said asuitable period
wouldbeavailable to thewinningbid-
der to comply with the minimum
publicshareholdingnormto growthe
businessand createvalue before dilut-
ingthestake.The 60.729%stakeworth
over 38,389 croreatcurrent market
prices comprises 30.48% (319,270
crore) from the government and
30.24%from LIC. h

“We are working on the ConCor
Eolandwe are substantially thought
withitHopefu]ly,itwillbeoutbyend—

January or a few days later,” Pandey ~

said, adding that the transaction
would move fast thereafter as no
demerger of non-core assets is there
inthiscase.The government plansto
sell a 30.8% stake in ConCor worth
about ¥14,000 crore at current mar-
ket prices,out of its 54.8% holdingin
the container business company
alongwith management controltoa
strategic buyer.

Another relatively decent size
transaction would be the govern-
ment's disinvestment of 60.79%
stake in NMDC Steel at Nagarnar in
Chhattisgarh, which could garner
around ¥10,000 crore. The Centre
has already invited Eol for the

50.79% stake sale in NMDC Steel
and it would sell its residual 10% in
the companyto NMDCaftera strate-
gicbuyerisidentified.

With the demerger of non-core
assets such as land and building
almost done, the financial bids for
BEML and SCI are expected before
March 31, the officials said. The
majority stake sale in SCI could be
around ¥2,300 crore and 1,600
crorein BEML.The financialbids for
100% stake in relatively smaller
HLL Lifecare (HLL) and Projects &
Development India (PDIL) are
expected shortly.



