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hree months after the 
T Centre announced a 

3100 crore incentive for 
municipal bond issuances of 

more than 31,000 crore in the 
2026-27 budget, urban local 

bodies planning to tap the debt 
market are waiting for formal 

guidelines from the Centre on 
how the proceeds can be 

deployed, five market partici- 
pants told Mint. 

“So, in one of the earlier initi- 
atives, Amrut, the government 

announced how municipal cor- 
porations can use the proceeds 

of funds, but for the one 
announced in the FY27 budget, 

they have not announced any- 
thing. End-use of funds is open 

right now,” said a senior debt 
merchant banker involved in 

such transactions. 
Four municipalities are in 

talks to issue bonds, including 
Ahmedabad Municipal Corpo- 

ration, which plans to raise up 
to%l,000 crore and may hit the 

market within three months. 
Thane Municipal Corporation, 

Panvel Municipal Corporation 
and Navi Mumbai Municipal 

Corporation are also in talks to 

debut in the bond market. 
Brihanmumbai Municipal 

Corporation, the country’s big- 
gest municipality, plans to 

appoint merchant bankers for a 
mega 10,000 crore issue, its 

first ever. 
SBI Capital Markets, AK 

Capital Services and Tipsons 
Group are said to have been 

involvedin helping municipal 
corporations raise funds. An 

email sent to them and the 
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Urban local bodies planning to tap the debt market are waiting for 

formal guidelines on how the proceeds can be deployed. BtoomBere 

municipal bodiesseeking com- 

ment on the matter did not 
yield any response. 

The municipalities of Patna, 
Nasik, Bengaluru, Vadodara 

and Aurangabad are also said to 
be hitting the debt market this 

year, according to media 
reports. Urban local bodies 

issue bonds to 
raise capital to 

help build public 
infrastructure. 

Four urban local 
bodies are in talks 

to issue bonds, 

Under Amrut, launched in 

June 2015, the incentives were 

embedded within a defined 

framework where the proceeds 
were tied to specific urban 

infrastructure sectors such as 
water supply, sewerage and 

urban transport, often with 
clear monitoring, and in some 

cases, alignment 
to green or the- 

matic bonds. The 
scheme was sub- 

“Projects that including sumed by Amrut 
most corpora- Ahmedabad 2.0, which was 

tions have are ae introduced in 
mostly for road Municipal October 2021 for 

construction, Corporation five years. 

building an audi- This led toa 
torium, water series of 3100 cro- 

storage orwater treatment pur- 
poses but yes, thereare noreg- 

ulations by the government,” 
the senior banker said. 

Theministry ofhousing and 
urban affairs used to offer an 

incentive of 213 crore per 100 
crore bond raised and up to%26 

crore under the Atal Mission for 
Rejuvenation and Urban Trans- 

formation (Amrut) scheme. 

re-200 crore bond issuances by 
the Ahmedabad, Pimpri- 

Chinchwad and Vadodara 
municipal corporations in 

FY24. In FY 26, 13 municipali- 
tiesraised 31,756 crore through 

bonds compared with only one 
civic body raising t100 crore in 

FY25, Icra datashowed. 
Following this, the bigger 

incentive was introduced to 

encourage large-scale projects 

funded by bonds. 
“In contrast, the 3100 crore 

incentive announced in the 
FY27 budget for large bond 

issuances does not yet have a 
notified framework detailing 

eligible use of proceeds or 
operational conditions,” said 

Venkatakrishnan Srinivasan, 
managing partner at Rockfort 

Fincap, a debt advisory firm. 
Anemail sent to the depart- 

ment of finance on the matter 
did not yield any response. 

The lack of clarity on deploy- 
ment of funds raised by munici- 

pal corporations under the lat- 
est incentive scheme becomesa 

challenge for investors because 
itraises uncertainty on the pro- 

ductivity of the funds and the 
repayment ability. 

“Generally, as part of offer 
documents, they (municipal 

bonds) tend to convey the pur- 
pose but most ofthe time, funds 

are utilized for some other pur- 
pose and also as investors, we 

are not able to track the end-us- 
age of the funds,” said Sandeep 

Pandey, fixed income chief 
investment officer at SBI Pen- 

sion Funds. “Asaninvestor, we 

would always prefer that the 

fundsare utilized for somerev- 
enue-generating assets or 

capex purposes. That would 

offer additional cash flow sup- 
port to the fund-raise pro- 

gramme.” 
From a legal perspective, 

thereisno correlation between 
the issuance and the incentive 

scheme as municipalities can 
issue bonds as a form of debt 

funding, said Anish Mashruw- 
ala, a partner at JSA Advocates 

and Solicitors. 
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