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The National Stock Exchange of India Limited
and the Insolvency and Bankruptcy Board of
India inked a Memorandum of Understanding for
a research cooperation. The collaboration's goal is
to establish a robust research ecosystem in the
field of insolvency and bankruptcy in India. A
well-functioning insolvency and bankruptcy
resolution system allows for the rapid resolution
of financial issues. Almost 85 percent, amounting
to 1481 out of 1717, of the ongoing insolvency
cases stretch beyond a surprising time period of
270 days. Therefore a system enforcing rapid and
sufficient resolution of insolvency and
bankruptcy is the need of the hour.

The promoters of IT business Rolta India Ltd
filed a petition with the National Company Law
Tribunal (“NCLT”) seeking a one-time payment
settlement and regaining control of the company,
which was facing insolvency proceedings. In May,
the NCLT accepted a petition submitted by
Dinesh Gupta, a Rolta Ltd employee who worked
as Group Manager, and directed the initiation of
insolvency proceedings. 

IBBI signs a MoU with NSE

NCLT dismissed IT firm Rolta India

Limited’s Petition for One Time

Settlement

Gupta had filed a claim for Rs 10.42 lakh in
unpaid salary, leave encashment, and gratuity for
the months of January to June 2019. 

As per the Section 12A of the Insolvency and
Bankruptcy Code the adjudicating authority has
the discretion to allow the withdrawal of
application admitted. Under the ambit of the said
provision, the Tribunal dismissed the Section 12A
plea of the promoter via an order dated August 6.

On 15th August, 2021, President Ramnath Kovind
provided his assent to the Insolvency and
Bankruptcy Code (Amendment) Bill, 2021 after
the bill having been passed by both the houses
during the monsoon session of the Parliament.
This Bill replaces the Insolvency and Bankruptcy
(Amendment) Ordinance 2021, which was
promulgated in April 2021 and negated on 3rd
August, 2021. 

The Parliament enacts the

Insolvency and Bankruptcy

(Amendment) Bill, 2021

Promoter: A stock promoter is a person or
organization who assists in the raising of
funds for a certain investing activity.

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR3235AD15F291116432BA9DD987D409AECA4.PDF
https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR3235AD15F291116432BA9DD987D409AECA4.PDF
https://www.business-standard.com/article/companies/nclt-dismisses-rolta-promoters-plea-for-one-time-settlement-121080701118_1.html
https://www.business-standard.com/article/companies/nclt-dismisses-rolta-promoters-plea-for-one-time-settlement-121080701118_1.html
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/SHIVALIKSFB1E9F5C62820542669FCA412AF24069FC.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/SHIVALIKSFB1E9F5C62820542669FCA412AF24069FC.PDF
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The law aims to provide an alternate insolvency
resolution process called the Pre-Packaged
Insolvency Resolution Process (“PIRP”) for the
benefit of Micro, Small and Medium Enterprises
(“MSMEs”).

The Bill provides that Distressed Corporate
Debtors will now be allowed to resolve their
outstanding debt by initiating a PIRP with the
approval of two-thirds of their creditors. The
PIRP also gives way for a Swiss challenge to the
resolution plan in the case of operation creditors
not being paid 100 percent of their outstanding
dues.

PIRP processes are being preferred increasingly
throughout the world due to several benefits
which include quick resolution of the dispute,
minimum disruptions to the business and the
addressing of the entire liability side as compared
to the Corporate Insolvency Resolution Process.

Swiss Challenge: A method of bidding where
an interested party initiates a proposal for a
contract for a project.



BANKING AND FINANCE

RBI extended the Scope of Permitted

Devices for Tokenization

Consumer gadgets such as laptops, desktops,
wearables (wristwatches, bands, etc.), and
Internet of Things (IoT) devices have been added
to the list of approved devices for conducting
tokenized card transactions by the Reserve Bank
of India (“RBI”). Earlier only the interested
cardholders' mobile phones and tablets had access
to the service. The scope has been expanded due
to an increase in the volume of tokenized card
transactions over the last few months because of
the benefit derived from it in the form of safety
to credit cards from both internal and external
threats.

notification dated 9th August, 2021. As per the
notification, RBI aims to rationalize the existing
regulations governing overseas investment in
order to further liberalize the regulatory
framework and improve ease of doing business.

Rationalisation of Overseas

Investment Regulations under FEMA,

1999

The RBI has released a draft regulation on
Rationalization of Overseas Investment
Regulations under Foreign Exchange
Management Act (FEMA), 1999, through a 

Tokenization: It is the process of replacing
actual card details with an alternate code
called a "token," which must be unique for
each combination of card, token requestor
and device.

Token Requestor: It is the entity that accepts
a customer's request for tokenization of a
card and passes it on to the card network to
issue a corresponding token.

As a result, the RBI has posted two documents on
its website, namely draft Foreign Exchange
Management (Non-debt Instruments - Overseas
Investment) Rules, 2021; and draft Foreign
Exchange Management (Overseas Investment)
Rules, 2021.

Currently, the overseas investment and
immovable properties outside India by people
who are Indian residents are governed by the
provisions of Foreign Exchange Management

(Transfer or Issue of any Foreign Security)

Regulations, 200 and Foreign Exchange Management

(Acquisition and Transfer of Immovable Property

Outside India) respectively.

RBI report on Primary (Urban) Co-

operative Banks

On 23rd August, the RBI released its report with
the aim of assessing the issues and creating a road
map for the strengthening of the sector of the
primary (Urban) Co-operative Banks, which will
help in leveraging on the recent amendments to
the Banking Regulation Act, 1949.

The RBI has invited comments with respect to
the evaluation of the policy by 30th September,
2021. This report shall help RBI take account of
the regulatory measures enacted with respect to
Urban Co-operative Banks and the way they have
impacted these banks over the past 5 years. 
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https://rbidocs.rbi.org.in/rdocs/notification/PDFs/DPSSTOKENISATION7CAE91D177944AD0BE09143433CE1917.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/DPSSTOKENISATION7CAE91D177944AD0BE09143433CE1917.PDF
https://economictimes.indiatimes.com/wealth/insure/health-insurance/lic-launches-benefit-based-health-insurance-plan-arogya-rakshak-know-how-it-will-work/articleshow/84552531.cms?from=mdr
https://economictimes.indiatimes.com/wealth/insure/health-insurance/lic-launches-benefit-based-health-insurance-plan-arogya-rakshak-know-how-it-will-work/articleshow/84552531.cms?from=mdr
https://www.rbi.org.in/scripts/bs_viewcontent.aspx?Id=4024
https://www.rbi.org.in/scripts/bs_viewcontent.aspx?Id=4023
https://www.rbi.org.in/scripts/bs_viewcontent.aspx?Id=4023
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52094
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52094


Furthermore, the report possesses a
comprehensive review of the current regulatory
approach, which has enabled RBI to recommend
appropriate measures to empower the sector and
resolution of Urban Co-operative Banks to assess
the potential for their consolidation in the sector. 

RBI released the “Quarterly

Statistics on Deposits and Credit of

Scheduled Commercial Banks

(SCBs): June 2021”

On 31st August, the RBI released the Quarterly
Statistics on Deposits and Credit of Scheduled
Commercial Banks, which is available on RBI’s
Database of Indian Economy portal, classified
into states/union territories, districts, population
groups, bank groups and centers.

The statistics highlighted the growth recorded in
bank credit, amounting to 6.0 percent. The
growth in credit recorded in private banks stood
at 10.1 percent, significantly higher than the
growth for public banks, which was 3.1 percent.
The growth in aggregate deposits was recorded to
be 10.0 percent in June 2021, as compared to the
11.5 percent a year ago. The deposit accretion
grew at a faster rate in both private and public
sector banks. The share of current account and
savings account deposits in total deposits
increased further to 43.8 percent in June 2021 and
the all-India credit deposit ratio was recorded to
be moderated at 70.5 percent in June 2021, as
compared to the 73.1 percent a year ago. This
ratio declined for all bank groups with the
exception of regional rural banks.
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https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52150
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52150


SECURITIES LAW

Non-scheduled Payments Banks

permitted to register as Bankers to

an Issue

The Securities and Exchange Board of India
(“SEBI”) published a circular to protect the rights
of investors in securities, as well as to encourage
the development and regulation of the securities
market. SEBI allowed non-scheduled Payments
Banks with prior RBI authorization to function as
Bankers to an Issue (“BTI”) pursuant to the
restrictions laid out in the SEBI (Bankers to an
Issue) Regulations, 1994.

Payment Banks that are registered as a BTI may
also serve as a Self-Certified Syndicate Bank if
they meet the standards established by the Board
in this regard from time to time. The blocking/
movement of funds from the investor to the
issuer is limited to the investor's savings account
with the payments bank.

SEBI has asked mutual funds to keep current
accounts with a sufficient number of banks to
receive subscription money and pay redemption
and dividends. The action is aimed at improving
financial inclusion, investor comfort, and ease of
doing business, so that more and more people
could be incorporated for the mutual funds and
with more ease as the number of banks would also
be increased where the mutual funds hold
Current Accounts.

Bankers To an Issue: The bankers to an issue
are engaged in activities such as acceptance
of applications along with application money
from the investors in respect of issues of
capital and refund of application money.

Maintenance of Current Accounts in

multiple banks by Mutual Funds

SEBI has issued a circular on "Security and
Covenant Monitoring Using Distributed Ledger
Technology." Depositories are developing a
platform for the ‘Security and Covenant
Monitoring System' (‘system').

The system will use Distributed Ledger
Technology to record the process of security
formation and monitoring, continuous covenant
monitoring by Debenture Trustees (where
appropriate), credit rating of non-convertible
securities by Credit Rating Agencies, and other
functions.
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Mutual funds currently maintain current
accounts at a variety of banks, including those
with a presence outside of the top 30 cities (B-30
cities), to receive subscription funds and to pay
redemption proceeds, dividend brokerage, and
commission.

Mutual Fund: A mutual fund is a type of
financial vehicle made up of a pool of money
collected from many investors to invest in
securities like stocks, bonds, money market
instruments, and other assets, and these
funds are operated and managed by
professional money managers.

Security and Covenant Monitoring’

using Distributed Ledger Technology

https://www.sebi.gov.in/legal/circulars/aug-2021/permitting-non-scheduled-payments-banks-to-register-as-bankers-to-an-issue_51595.html
https://www.sebi.gov.in/legal/circulars/aug-2021/permitting-non-scheduled-payments-banks-to-register-as-bankers-to-an-issue_51595.html
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52094
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52094
https://www.sebi.gov.in/legal/circulars/aug-2021/-security-and-covenant-monitoring-using-distributed-ledger-technology_51855.html
https://www.sebi.gov.in/legal/circulars/aug-2021/-security-and-covenant-monitoring-using-distributed-ledger-technology_51855.html


This system will function as a quasi-registry of
charges, achieving the goal of determining “what
is the value of security that a charge holder has
and who it shares it with” and will be
implemented by April 01, 2022. This system
would be extremely useful for financial
transactions as it would help in saving money by
cutting down on operational inefficiencies. Also,
due to their decentralized nature, they will
enhance the security of transactions as the ledges
are also immutable.

Tendering of shares in open offers,

buybacks and delisting offers by

marking lien

Tendering of Shares in the open offers, buybacks
and delisting offers would be done after/ through
marking the lien in the demat account of the
shareholders. Thus, only accepted shares will be
debited from the shareholders' demat accounts
after the entitlement is finalized, and the lien
against unaccepted shares will be removed.
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Covenant: A covenant, in legal and financial
terms, is a commitment made in an
indenture or other formal debt arrangements
that specific acts will be carried out or that
certain thresholds will be met.

Debenture trustees: The debenture trustee
acts as a link between the issuer company
and the debenture holders, securing the
debenture holders' interests by holding
secured property on behalf of the issuer firm
that has been mortgaged in the debenture
trustee's favor.

Under the existing setup, shareholders’ shares
must be immediately transferred to the clearing
corporation’s account, and depositories use
separate tendering processes.

The steps will lower the systemic risks connected
with the movement of stocks from a shareholder's
demat account to a clearing corporation account
and vice versa, while also making the process
more investor-friendly.

Delisting: Delisting means removing the
securities of a company listed on the stock
exchanges.

Tender offers: A tender offer is a bid to buy
some or all of a corporation's stock from its
shareholders. Tender offers are usually made
public, and they invite shareholders to sell
their shares for a set price and within a set
time frame.

The Supreme Court upheld the enforcement of
an emergency arbitrator's order by the Singapore
International Arbitration Centre (SIAC) that
placed the Future Group's agreement with
Reliance Industries Limited on hold.

Future Retail had stated in August last year that
it will “sell by means of a slump sale the retail and
wholesale business” of Big Bazaar, Foodhall, and
Brand Factory to Reliance Retail. Amazon
protested the arrangement before it could be
implemented, claiming a violation of the contract
with Future Coupons, Future Retail's promoter
firm. 

Supreme Court rules on Future Retail

v Amazon

https://www.sebi.gov.in/legal/circulars/aug-2021/tendering-of-shares-in-open-offers-buybacks-and-delisting-offers-by-marking-lien-in-the-demat-account-of-the-shareholders_51849.html
https://indianexpress.com/article/explained/sc-rules-on-future-retail-v-amazon-what-now-7442342/
https://indianexpress.com/article/explained/sc-rules-on-future-retail-v-amazon-what-now-7442342/


Amazon also stated that its agreement with
Future Coupons provided it with a "call" option,
allowing it to purchase all or part of Future
Retail's stake in the company within three to ten
years after the agreement's signing. Amazon then
took Future Retail to the SIAC for emergency
arbitration, where an emergency arbitrator
prevented Future Retail from proceeding with
the agreement.

Bitsz unveils a unique Insurance on

wallets for its exchange users

Since Satoshi Nakamoto's successful introduction
of Bitcoin in 2009, the crypto world has been
subjected to cyber-attacks. Even in 2021, such
attacks are still occurring. There is currently no
system in place to mitigate or prevent these
losses.

BITSZ has created an insurance policy to reduce
losses from cyber thefts, a feat that no other
exchange has ever attempted. They've teamed up
with Fireblocks, the world's leading digital asset
management firm, for the purpose of providing
insurance.
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INSURANCE

https://www.hindustantimes.com/brand-post/bitsz-unveils-a-unique-insurance-on-wallets-for-its-exchange-users-naveen-kumar-101630299555816.html
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THE RISE OF NEO BANKS IN INDIA

Neo-banks are fin-tech companies, without any
physical branch-office network, that provide
internet-only banking services. Neo-banks
leverage technology and Artificial Intelligence to
provide personalised services to their customers
and attract tech savvy customers who are
comfortable managing their finances entirely
through a mobile app. 

A neo-bank is usually a partnership between a
fintech company/ non-bank and bank/ financial
institution. The non-bank is essentially reliant on
the partner bank for core regulated services and
functions merely as a service facilitator. Together,
both entities offer services just like traditional
banks including opening accounts, assessing the
creditworthiness and other financial and value
added services. The top players in the Indian
market of such banks are InstantPay, Niyo, Open,
and RazorpayX.

Neo banks have made it easier to move rapidly
and execute new ideas in a dynamic business
environment. Consumers across the world have
been pushed to adopt neo-banks because of the
convenience of online banking. By getting rid of
physical branches and moving everything online,
neo-banks save on the costs of banking, allowing
them to cut fees and expand services to the
under-banked. Moreover the ease of banking
through mobile allows consumers to manage
finances conveniently and the reduced processing 

time of requests and application processes is an
added advantage. Neo-Banks have been
instrumental in catering to the underserved
MSME sector of India and have been bridging the
credit-gap in India. 

However the adoption of neo-banks in India does
have its own set of challenges. Firstly, it requires a
great deal of comfort with technology. Although
the young generation might feel comfortable
operating through these banks, the older
generations face a tremendous challenge.
Secondly, the lack of physical branches and
person to person interactions cause difficulty
when it comes to undertaking complex
transactions or application processes. Thirdly, the
threat of breach of privacy, data-theft and cyber
fraud is very apparent. Transitioning to neo-
banks will be utmost difficult in the absence of
secure cyber platforms which ensure safety of
transactions and information and compliance
with Indian data protection laws. Lastly, neo-
banks aren't legally considered banks and neither
does the Indian regulatory regime allow for the
granting of virtual banking licenses. Thus, in case
of any problem with the app, services, or non-
regulated third-party service providers, the
consumers might not have a proper legal recourse
at hand. 

Neo-banks might as well be the future of the
banking sector with the augment of fin-tech. 

https://www.mondaq.com/india/financial-services/1059342/neo-banks-in-india-the-way-forward
https://www.mondaq.com/india/financial-services/1059342/neo-banks-in-india-the-way-forward
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However, the RBI imposed the requirement for
digital banking service providers to have some
physical presence in its 2015 Master Circular on
"Mobile Banking Transactions in India –
Operative Guidelines for Banks." Thus, neo-banks
can only provide banking services by outsourcing
their banking functions to licensed banking
institutions and non-banking financial firms.
These banks will fall under the prerogative of the
RBI Guidelines on "Managing Risks and Code of
Conduct in Outsourcing of Financial Services by
banks" as well as the RBI Guidelines on "Financial
Inclusion by Extension of Banking Services – Use
of Business Correspondents (BCs)". 

Thus, the need of the hour is for RBI to take
appropriate measures to ensure the seamless
inclusion of neo-banks in the Indian banking
sector and also consider issuing digital bank
licenses for their operation in the country.


