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The Reserve Bank of India (“RBI”) appointed
Rajeev Ahuja as the interim managing director
and chief executive officer of RBL Bank while the
bank’s long-time MD and CEO Vishwavir Ahuja
left the post opting for a medical leave. RBI has
also appointed its chief general manager, Yogesh
K Dayal as an additional director of the bank’s
board. The intervention to appoint an interim
CEO came under Section 36AB of the Banking
Regulation Act, 1949. The RBI's long-term
discomfort with [RBL Bank's] asset quality risks
as seen during Covid, and poor compliance with
its directives could have possibly led to its swift
intervention. Another reason for the central
bank’s interference in RBL Bank’s top
management could be a INR 300-crore loan,
given as a part of consortium lending in 2018, that
was written off within 7 months of being
sanctioned. The impact of this was quite visible
on the bank’s shares that reached the lowest level
of one year. The stock has fallen more than 31 per
cent in a month. However, RBL Bank has also
made it clear that these changes will not affect
the fundamentals of the bank. RBI says that the
financial position of the bank is good and it has
sufficient capital.

RBI’s interference in Ratnakar Bank

Limited’s (RBL) top management

Introduction of Legal Entity Identifier

(LEI) for cross border transactions

The Legal Entity Identifier (“LEI”) is a 20-digit
number used to uniquely identify parties to
financial transactions worldwide to improve the
quality and accuracy of financial data systems.
LEI has been introduced by the Reserve Bank in a
phased manner for participants in the over the
counter (OTC) derivative, non-derivative
markets, large corporate borrowers and large
value transactions in centralized payment
systems. In order to further harness the benefits
of LEI, it has been decided that AD Category I
banks, with effect from October 1, 2022, shall
obtain the LEI number from the resident entities
(non-individuals) undertaking capital or current
account transactions of INR 50 crore and above
(per transaction) under FEMA, 1999. Under this,
the banks may encourage concerned entities to
voluntarily furnish LEI while undertaking
transactions even before October 1, 2022. Once an
entity has obtained an LEI number, it must be
reported in all transactions of that entity,
irrespective of transaction size.
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RBI increases ATM withdrawal charges by

INR 1.

RBI issued an order allowing ATMs across banks

to increase service charges per transaction

following which consumers will have to pay INR 1

more, permitted to charge INR 21 instead of INR

20, beyond the permissible free transactions for

cash as well as non-cash purposes. However, the

customers are eligible for five free transactions

(inclusive of financial and non-financial

transactions) every month from their bank ATMs.

The last change in interchange fee structure for

ATM transactions was in August 2012, while the

charges payable by customers were last revised in

August 2014. Although, consumers withdrawing

cash using Micro ATMs and Aadhaar Enabled

Payment System (“AEPS”) will not be affected by

the recent RBI guideline which will boost the

already growing demand for cash withdrawal

through AEPS and Micro ATMs.

The process of card tokenization will be free and

can be availed by anyone. Tokenization shields

businesses from the negative financial impact of

data theft as even if there is a breach, the merchant

would not have important data that can be stolen

that will build trust and connection between

customers and businesses. Earlier, the deadline set

for the process was 31 December but has now been

extended by six months to June 2022.

RBI formulated new credit and debit card

rules

RBI has formulated new credit and debit card rules

to make online payments more secure and to

enhance card security. Given the rise in the

digitization of payments, there has been a surge in

the volume and value of card transactions

throughout the country. Following the revised

guidelines, customers will need to provide consent

to e-commerce companies for the tokenization of

their cards under which the actual card details will

be replaced with a unique alternate code known as

a token, leading to enhanced security. 

RBI introduces tough Prompt Corrective

Action framework for large Non- Banking

Financial Companies

RBI has decided to put in place a Prompt

Corrective Action (“PCA”) framework for troubled

Non-Banking Finance Companies (“NBFC”) to

restore their financial health. Until now, the RBI

had imposed PCA only on banks. The new

supervisory tools will be effective from October 1,

2022, based on the financial position of NBFCs on

or after March 31, 2022. The objective of the PCA

framework is to enable supervisory intervention at

an appropriate time and requires the supervised

entities to initiate and implement remedial

measures promptly to restore their financial

health. The regulator’s move came after several

non-bank financiers faced liquidity troubles,

resulting in three of them being taken to

insolvency tribunals for resolution. The central

bank listed three risk thresholds that could result

in NBFCs being placed under PCA. The objective

is to enable supervisory intervention at the

appropriate time and require NBFCs to initiate

timely remedial measures. 

https://rbi.org.in/Scripts/NotificationUser.aspx?Id=12208&Mode=0
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The guideline excludes government companies,

NBFCs below ₹1,000 crores in size, and housing

finance firms, among others. NBFCs would have to

make more provisions to avoid PCA restrictions if

there are asset quality surprises in the coming

months, experts pointed out. The new norms also

establish a regulatory course of action in an event

of a breach of certain parameters and would thus

act as early warning signals.

Return on assets (RoA) of SCBs improved

from 0.2 per cent at end-March 2020 to 0.7 per

cent at end-March 2021, aided by stable

income and decline in expenditure.

Some of the policy measures taken by the RBI

in response to the COVID-19 pandemic

reached the pre-announced sunset dates in

2021-22. Certain liquidity measures have been

wound down as a result, while other regulatory

measures have been realigned to avoid

extended forbearance and risks to financial

stability while providing targeted support to

needy sectors.

Even though initiation of fresh insolvency

proceedings under the Insolvency and

Bankruptcy Code (IBC) was suspended for a

year till March 2021, it constituted one of the

major modes of recovery in terms of amount

recovered.

The balance sheet growth of urban co-

operatives banks (UCBs) in 2020-21 was driven

by deposits, while subdued credit growth led

to acceleration in investments. Their financial

indicators, including capital position and

profitability, improved.

The profitability of state co-operative banks

and district central co-operative banks

improved in 2019-20, while their asset quality

deteriorated.

The consolidated balance sheet of NBFCs

expanded, driven by credit and investments of

non-deposit taking systemically important

NBFCs (NBFCs-ND-SI). Their asset quality

and capital buffers also improved.

The consolidated balance sheet of scheduled

commercial banks (SCBs) expanded in size,

notwithstanding the pandemic and the

resultant contraction in economic activity.

Deposits grew by 10.1 per cent at end-

September 2021 as compared with 11.0 per cent

a year ago.

Capital to risk weighted assets (CRAR) ratio

of SCBs strengthened from 14.8 per cent at

end-March 2020 to 16.3 per cent at end-March

2021 and further to 16.6 per cent at end-

September 2021.

SCBs’ gross non-performing assets (GNPA)

ratio declined from 8.2 per cent at end-March

2020 to 7.3 per cent at end-March 2021 and

further to 6.9 per cent at end-September 2021.

RBI released the Report on Trend and Progress of

Banking in India 2020-21, a statutory publication in

compliance with Section 36 (2) of the Banking

Regulation Act, 1949. This Report presents the

performance of the banking sector, including co-

operative banks, and non-banking financial

institutions during 2020-21.

Highlights of the Report:

RBI released Report on trend and progress

of Banking in India 2020-21

https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52956


SECURITIES

SEBI has recently restructured its

advisory committees on secondary

market, mutual funds, corporate bonds,

and securitization.

Securities and Exchange Board of India (“SEBI”)
has restructured its three advisory committees
pertaining to the secondary market, mutual funds,
and corporate bonds and securitisation. The
secondary market committee will now be chaired
by Madhabi Puri Buch, ex-whole time member of
SEBI. The panel advises the regulator on matters
related to the secondary market, including
suggesting steps to improve market safety,
efficiency and transparency.
With regard to the advisory committee on mutual
funds, the 24-member advisory committee will be
chaired by Usha Thorat, former deputy governor
of the Reserve Bank of India (RBI). The advisory
committee is mandated to advise SEBI on issues
related to regulation and development of the
mutual fund industry. It can advise the regulator
on disclosure requirements and measures required
for a change in the legal framework to introduce
simplification and transparency in mutual fund
regulations.
Also, the regulator has re-constituted its
committee that suggests the roadmap for
developing the corporate bond market in the
country. The 23-member panel would be headed by
G Mahalingam, former Whole Time Member, Sebi.
The panel will advise Sebi on implementing the
recommendations of the 'High Level Committee
on Corporate Bonds and Securitization' and
suggest steps for addressing the operational and
systemic risks, if any, in the market for corporate
bonds and securitised instruments.
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In addition, the regulator said its five-member

committee on information systems security will be

headed by Prof H Krishnamurthy, Principle

Research Scientist, IISC Bangalore. The committee

will be responsible for approving information

security policies and will review the

implementation of the cyber security and resilience

policy. Also, it will provide inputs, suggestions and

recommendations to Sebi CISO to take urgent

actions on cyber security incidents of the regulator

and Sebi- regulated intermediaries/entities.

SEBI has amended rules to make

mergers and acquisitions easier

To make mergers and acquisitions transactions

easier for listed entities, markets regulator

Securities and Exchange Board of India (SEBI) has

amended rules related to it, pertaining to delisting

of equity shares of a company following an open

offer have been amended in an effort to make

merger and acquisition transactions for listed

companies more convenient.

Under the new framework, promoters or acquirers

need to disclose their intention to delist the firm

through an initial public announcement, the SEBI

notification said. If the acquirer is desirous of

delisting the target company, the acquirer must

propose a higher price for delisting with suitable

premium over open offer price, it said. In case the

open offer is for an indirect acquisition, the open

offer price and indicative price will be notified by

the acquirer at the time of making the detailed

public statement and in the letter of offer.
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In the existing framework, if an open offer is

triggered, compliance with takeover regulations

could take the incoming acquirer’s holding to

above 75 per cent or perhaps even 90 per cent.

However, to ensure compliance with the Securities

Contract (Regulation) Rules, the acquirer would

be forced to first bring his stake down to 75 per

cent as the Sebi delisting norms would not let the

acquirer even to attempt at delisting unless the

holding is first brought down to 75 per cent.

In the new framework, SEBI said that if the

response to the open offer leads to the delisting

threshold of 90 per cent being met, all shareholders

who tender their shares would be paid the

indicative price. In case the response to the offer

leads to the delisting threshold of 90 per cent not

being met, all shareholders who tender their shares

would be paid the open offer price.

If a company does not get delisted following an

open offer under this framework, and the acquirer

crosses 75 per cent due to the open offer, a period

of 12 months from the date of completion of the

open offer will be provided to the acquirer to make

further attempts to delist the company using the

reverse book building mechanism. Such further

delisting attempt will be successful if 50 per cent of

the residual public shareholding is acquired and

delisting threshold is met.

SEBI fines INR 1.5 cr on KFin Technilogies in

Taurus Common Asset case.

SEBI forced a punishment of INR 1.5 crore on

KFin Advancements for reclaiming its units in

Taurus Common Asset based on advantage data,

relating to Ballarpur Enterprises default, accessible

to it as RTA. SEBI had started arbitration

procedures against KFin Technologies for

supposed infringement of unjustifiable exchange

practice standards and a notification was given

therefore, it said in an assertion that SEBI had

additionally directed investigation of Taurus

Common Asset between Walk 29, 2017 and January

18, 2018 to look at the idea of valuation, due

constancy led by TMF in regard of its interest

paying off debtors protections gave by Ballarpur

Enterprises Ltd and related elements, just as

reasonable treatment to financial backers in four

of its plans to be specific, Taurus Fluid Asset,

Taurus Ultra Momentary Security Asset, Taurus

Transient Pay Asset and Taurus Dynamic Pay

Asset which held obligation protections gave by

BILT before their markdown in valuation on

February 22, 2017.

By reclaiming all units in Taurus Fluid Asset and

Taurus Ultra Momentary Security Asset in

February 2017, KFin Advancements made unlawful

increase of about ₹1.2 crore, Sebi said. KFin

Technologies abused its special situation as RTA

(Enlistment centres to Issue and Share Move

Specialists) of Taurus Resource The executives

Organization.

https://rbi.org.in/Scripts/NotificationUser.aspx?Id=12208&Mode=0
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The reclamation of all units by the noticee plainly

made it make gains at the expense of different

financial backers who could just reclaim units at

the post-default NAV (net resource esteem), it

added. The managing in units of Taurus MF by

RTA plainly assisted it with keeping away from

misfortunes and which actuated different financial

backers to endure misfortunes bigger than they

would have had the Noticee reclaimed units at

post-default esteems.



INSOLVENCY

The ‘Adjudicating Authority is not a

‘Court Of Law’ and ‘CIRP’ is not

synonymous to ‘Litigation’

The Chennai Bench of National Company Law
Appellate Tribunal (“NCLAT”) in the case of Drip
Capital Inc. v. Concord Creations (India) P. Ltd. Has
set aside the order passed by the Adjudicating
Authority (“NCLT”), Bengaluru Bench, holding
that the ‘Adjudicating Authority’ is not a ‘Court of
Law’ and ‘CIRP’ is not synonymous to ‘litigation’.

In this case, the NCLT had refused to entertain the
application under Section 7 of the Insolvency and
Bankruptcy Code, 2016 (“IBC”) on the grounds
that the Respondent company could not be termed
as being ‘insolvent’ based on its tangible assets of
INR 4.46 crore, growth rate, and net revenue of
INR 77 lakhs and positive return to equity ratio.

Despite noting that the present case is one fit for
admission, the NCLT refused to admit the same
due to the financial status of the company and the
current economic scenario. The NCLT directed
the Respondent to repay the debt within a period
of 6 months, failing which, the Petitioner would
have liberty to file a fresh petition for admission to
CIRP under Section 7.

Against this order, the Appellant filed an appeal in
NCLAT, Chennai Bench. The NCLT order which
observed that the Respondent was not insolvent
and that the application under Section 7 should be
filed again after giving time for repayment was
inconsistent with the Apex Court judgment in
Innovative Industries Ltd. v. ICICI Bank (Para 30),
thereby allowing the appeal and consequently
setting aside the order passed by the NCLT on 
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 the application is complete and;

that no disciplinary proceedings are pending

against the proposed Resolution Applicant.

the ground that it suffered from patent legal

infirmities and exceeded its jurisdiction, especially

when the Corporate Debtor had not filed any reply

or objections before the Authority.

It held that the Adjudicating Authority need not

look into any other factors to admit an application

under Section 7 of the Code. It must only

subjectively satisfy itself that:

1.

2.

The Adjudicating Authority need not

record any finding regarding ‘default’

at the time of application under Section

95 of the IBC

The Principal Bench of NCLAT in the case of

Kanchan Nanubhai Desai Personal Guarantor

(Anoushka Medicare & Diagnostics Pvt. Ltd.) v.

Finequest Financial Solutions Pvt. Ltd, held that

when an application is filed under Section 95,

which is an application by the creditor to initiate

insolvency resolution process for Individuals and

Partnership Firms, the NCLT need not to record

any finding regarding ‘default’ in the order. It has

been held that the stage for considering the default

would be when the matter is taken up under

Section 100 of the Code. Section 100 says that the

Adjudicating Authority shall, within fourteen days

from the date of submission of the report under

section 99 pass an order either admitting or

rejecting the application referred to in section 94

or 95, as the case may be.
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Further, it is proposed that a clarification by
way of an explanation may be added to
Section 26 to clarify that proceedings for
avoidance of transactions and wrongful
trading can continue after the approval of a
resolution plan by the AA in CIRP.
Additionally, it is proposed that the Code may
be amended to provide that the resolution
plan should mandatorily specify the manner of
undertaking proceedings for avoidance of
transactions and wrongful trading if such
proceedings are to be continued after approval
of the plan. The plan may also be required to
specify if the resolution professional would
pursue such transactions/ trading or if any
other person would do so after the approval of
the plan.
Time period for approval of resolution plans-
It is proposed that the Code should provide a
fixed time period for approval or rejection of a
resolution plan by the AA. Consequently, the
Code is proposed to be amended to provide
the AA with 30 days for approving or rejecting
a resolution plan under Section 31. Where the
resolution plan is not approved or rejected
within this time period, the AA shall record
reasons in writing for the same.
Closure of the Voluntary Liquidation Process-
The closure of the process may be carried out
by the corporate person subject to the same
requirements as for initiation of the process,
i.e., by way of a special resolution or members’
resolution and approval of creditors
representing two-thirds in value of the debt
where the corporate person owes debt to any
person. If such approvals are made, the
liquidator may 7 be required to make a public
announcement of the closure of the process
and intimate concerned authorities such as the
IBBI and the registrar. 

Enabling a swift admission process- Given that
banks and financial institutions have
developed the practice of submitting
information to Information Utilities [“IUs”], it
is felt that mandating such creditors to rely
only on IU records to establish default may
expedite disposal of their applications. Thus, it
is proposed that financial creditors as
prescribed by the Central Government may be
required to submit only IU authenticated
records to establish default for the purposes of
admission of a Section 7 CIRP application.
This will make the admission process
significantly quicker and less cumbersome. 
Streamlining avoidable transactions and
wrongful trading.- It is proposed that
amendments pursuant to the
recommendations given in report released in
February 2020 of the ILC may be carried out
in the Code. Some of these recommendations
were amendments to promote cooperation by
parties with the resolution professional or
liquidator for investigation of avoidable
transactions and wrongful trading; allowing
creditors to initiate such proceedings;
clarifying power of liquidator to file for
wrongful trading; etc. 

The Insolvency Law Committee [“ILC”] has
proposed changes to the Corporate Insolvency
Resolution and Liquidation Framework under
Insolvency and Bankruptcy Code, 2016.
The following changes are proposed to the Code to
further its objectives of time bound resolution of
stressed assets while maximising its value and
balancing the interests of all stakeholders –

Changes proposed to the Corporate

Insolvency Resolution and Liquidation

Framework under the IBC

https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52956
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The Court reasoned that section 32A legislatively

places vital import upon the decision of the

Adjudicating Authority when it approves the

measure to be implemented in order to take the

process of liquidation or resolution to its

culmination.

The Supreme Court in the case of Gulabchand Jain
v. Ramchandra D. Choudhary upheld the decision by
the NCLAT and held that the Committee of
Creditors (“CoC”) is empowered to take a decision
regarding the liquidation of corporate debtor even
after approval of Resolution Plan by the CoC and
to lay it before the Adjudicating Authority for
approval, subject to an only exception that such
course cannot be adopted after its confirmation,
i.e., after approval of Resolution Plan by the
Adjudicating Authority.

CoC is empowered to liquidate corporate

debtor even after approval of Resolution

Plan and laying it before NCLT: Supreme

Court

Jurisdiction of Authorities under PMLA to

proceed against properties of Corporate

Debtor ceases once liquidation approved

under IBC

The Delhi High Court in the case of Nitin Jain v.

Enforcement Directorate has adjudicated on the

question as to whether the authorities under the

Prevention of Money Laundering Act, 2002

(“PMLA”) would retain the jurisdiction or

authority to proceed against properties of a

corporate debtor once a liquidation measure has

come to be approved in accordance with

Insolvency and Bankruptcy Code, 2016.

The Court in a detailed order held that the power

to attach as conferred by section 5 of the PMLA

would cease to be exercisable once any one of the

measures specified in Regulation 32 of the

Liquidation Regulations 2016 comes to be adopted

and approved by the NCLT.

https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=52956
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RBI DIRECTIONS ARE STATUTORILY BINDING: SMALL INDUSTRIES
DEVELOPMENT BANK OF INDIA V. M/S SIBCO INVESTMENT PVT LTD

While presiding over a matter involving delayed
payments of principal and interest on bonds
issued by Small Industrial Development Bank of
India (“SIDBI”), a Supreme Court bench
comprised of Justice Subhash Reddy and Justice
Hrishikesh Roy stated that “the RBI has broad
supervisory powers over financial institutions like
SIDBI, and any direction issued by the RBI pursuant
to the RBI Act or the Banking Regulation Act is
statutorily binding.”

The circumstances of the case concern the
Appellant’s (SIDBI) issue of bonds to M/s. CRB
Capital Markets Ltd. (“CRB Capital”), which then
sold them to Mr Shankar Lal Saraf, who then sold
them to the respondent (SIBCO) in 1998. CRB
Capital was thereafter wound up at the RBI’s
direction. The respondent then sought payment
on the bonds, but the appellant refused, citing
CRB Capital’s involuntary liquidation at RBI’s
direction. The respondent addressed the company
court and also requested that Mr Shankar Lal
Saraf file an interlocutory plea before the
company court alleging that the bond payment
transaction should be deemed as outside the
jurisdiction of the Companies Act, 1956’s
liquidation processes. The Company Court then
determined that the subject Bonds were not
subject to liquidation, and appellant made the
required principal and interest payments.

Subsequently, during an audit, the respondent
discovered a delinquent interest payment and
demanded payment from the appellant. The
appellant declined, claiming that the RBI had
issued a letter instructing defendant not to effect 

any transfer or otherwise deal with any security
held by CRB Capital and its related companies
without first obtaining approval from the official
liquidator appointed by the Delhi Company
Court. Respondent, aggrieved by this refusal,
then brought a civil suit alleging delayed
redemption of the aforementioned bonds. While
the trial court treated the RBI’s order as a
directive and noted that there was a clear
stipulation prohibiting any transfer without the
permission of the official liquidator, the High
Court of Calcutta reversed the trial court’s
decision and ordered the appellant to pay interest
on the bonds from the date of accrual. Thus, the
appellant-defendant preferred an appeal, which
sought to vacate the HC’s verdict in its entirety.

The Apex Court bench was considering whether
the RBI’s communication to the applicant
(SIDBI) was a directive or a suggestion. The
bench examined Section 35A of the Banking
Regulation Act, 1949, which deals with the RBI’s
authority to provide directions to banking
organisations, and concluded that “it is not
required for the RBI to refer to a specific law
before issuing directions for them to have
statutory effect.” All that is necessary is the legal
authority to issue such a direction. Thus, it is
agreed that any direction issued by the RBI is
compelling and enforceable in the same manner
as the RBI Act’s requirements.” Thus, the court
decided that the RBI’s message was a direction
with appropriate statutory authority traceable to
Section 45MB of the RBI Act and Section 35A of
the Banking Regulation Act.

https://www.mondaq.com/india/financial-services/1059342/neo-banks-in-india-the-way-forward
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Concerning the respondent’s claim that the
appellant obtained an undue benefit by
intentionally withholding payment, the bench
noted that because the amounts due on Bonds
were immediately transferred to the ‘Accrued
Interest’ head and not used by the appellants, any
argument regarding the appellant’s mala fide
intention in withholding payment is inadmissible.

The bench made three concluding observations,
stating unequivocally that “first, the appellant was
justified in withholding payment because they
were acting on RBI’s direction; second, the
defendant did not derive any undue benefit from
their act; and third, due payment was made to the
plaintiffs promptly following the court’s
settlement of rights.”

Thus, the bench granted the appellant’s appeal to
reverse the trial court’s verdict and made no
ruling as to costs.


