A HI. CEO PUNIT RENJEN MEETS GOVT OFFICIALS

Ban in the Air,
Deloitte Tries
to Douse Fire

Renjen apprises
North Block officials
about impact of ban
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Punit Renjen met top Indian of-
ficials on Friday, to persuade
themagainstapossiblebanover
perceived omissions in the
firm’s role as auditor of Infrast-
ructure Leasing & Financial
Services (IL&FS), said people
with knowledge of the matter.
Renjen, who had come to India
from the US for personal rea-
sons, visited New Delhi to meet
the officials, they said.

~ The government has asked the
National Company Law Tribu-
nal (NCLT) for a ban on Deloitte
Haskins & Sells and BSR & Co,
part of the KPMG network, for
their alleged role in concealing
bad loans at IL&FS, which unex-
pectedly defaulted on payments
in September last year That
eventtriggered aliguidity crisis
at nonbanking finance compa-
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niesand threatened toundermi-
ne India’s financial markets.

“Renjen visited officials in

North Block and briefed them

about the impact a probable ban

on the audit practice ¢ ave
on the India market,” sptd ong of
the persons.
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Another person said Renjen also
spoke to some senior partners of
the firm about how they were dea-
ling with the crisis.

ETreported on Junel0thatthe In-
dian audit industry faces an uphe-
aval if the NCLT accedes to the go-
vernment’sdemandforaban. This
would take out two of the so-called
Big Four and affect as many as 342
listed companies, said experts and
executives. r

Renjen went to Singapore on
Monday along with senior part-
ners to attend Deloitte’s annual
globalmeeting, said two of the per-
sons cited above. The India matter
will likely come up for discussion
at this meeting, they said.

The firm declined to comment.
“Punit makes frequent personal
trips to India; however, as a policy,
we don’t comment on the specific
travel plans of our executive lea-
dership,” a Deloitte spokesperson
said,

Deloitte currently has about

55,000 employees in India with abo-
utafifthdedicated toits India busi-
ness. That includes audit, tax and
consulting. It posted $45 billion in
global revenue in the last financial
year. While there are no official fi-
gures on India revenue, the Big Fo-
ur — Deloitte, PwC, EY, KPMG —
are estimated to make a total of
about Rs 15,000 crore annually in
India.

Accordingtoa person close to the
development, Deloitte’s plans to
hire around 40,000 professionals
acrossverticals in India will be im-
pacted if a ban was to be imposed.
While Deloitte’s consulting back-
end business, which houses most
of its India employees, will not be
directly impacted, the firm’s abili-
ty to win contracts could be affec-
ted, said the people cited above.

Deloitte and KPMG have a sub-
stantial presence in the India audi-
ting space. KPMG network firms
audit 175 listed companies while
the count is 167 for the Deloitte net-
work. These companies account
forabout40% of themarket capita-

lisationof Tisted corﬁpanies.a‘n:cor-;
ding/to Prime Database. It's still
not clear whether a ban will affect:
their networks-in total. Deloitte"
has seven network firms while

KPMG has six in India, In PwC’s

case, the Securities and Exchange

Board of India (Sebi) banned the

entirenetwork in the Satyam Com-

puter Servicesfraud case. In India,

the Big Four firms operate thro-

ugh separate local entities to abide

by Institute of Chartered Accoun-

tants of India (ICAI) rules.

After the Companies Act manda-
ted rotation of auditors every five
years to improve scrutiny in 2017,
top Indian companies switched
among the Big Four and there was
a marked shift away from Indian
firms to multinationals, KPMG
won the most accounts among lis-
ted companies. Deloitte lost mar-
quee clients but managed to repla-
ce most accounts, EY, KPMG and
Deloitte accounted for about two-
thirds of NSE listed companies by
market value in FY19, They audi-
ted about 300 companies in the BSE
500. Sebi had levied a two-year ban
on PwC in 2018 that’s being contes-
ted in the Securities Appellate Tri-
bunal (SAT),




