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Government of India has approved the extension
of Interest Equalization Scheme for pre and post
Shipment Rupee Export Credit, with the same
scope and coverage, for a further period of three
months, from July 1, 2021 to September 30, 2021.
This extension will bring relief to the exporters.
Consequently, the extant operational instructions
issued by the Reserve Bank of India (“RBI”) takes
effect from July 1, 2021, and ends on September
30, 2021, covering three months.

Retail and wholesale traders have been facing
severe liquidity crunch after sales were hit by the
Covid-19 lockdowns. The Ministry of Micro small

Extension granted for Interest

Equalization Scheme on pre and

post Shipment Rupee Export Credit.

New Definition of Micro, Small and

Medium Enterprises - Addition of

Retail and Wholesale Trade.

and Medium Enterprises has decided to include

Retail and Wholesale trade as MSMEs for the

limited purpose of Priority Sector Lending and

they would be allowed to be registered on Udyam

Registration Portal for the following NIC Codes

and activities mentioned against them. This

brings about a relief for the retail and wholesale

traders. The Enterprises having Udyog Aadhaar

Memorandum (UAM) under above three NIC

Codes are now allowed to migrate to Udyam

Registration Portal or file Udyam Registration

afresh.

Shivalik Small Finance Bank Limited has been
included in the Second Schedule to the Reserve
Bank of India Act, 1934 and published in the 

Inclusion of “Shivalik Small Finance

Bank Limited” in the Second

Schedule of the Reserve Bank of

India Act, 1934.

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR3235AD15F291116432BA9DD987D409AECA4.PDF
https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR3235AD15F291116432BA9DD987D409AECA4.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/MSME25199EAA23EF4A409B11F776148EB0E4.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/MSME25199EAA23EF4A409B11F776148EB0E4.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/SHIVALIKSFB1E9F5C62820542669FCA412AF24069FC.PDF


As a prudent operational risk management
measure, the banks shall put in place a
‘mandatory leave’ policy wherein the employees
posted in sensitive positions or areas of operation
shall be compulsorily sent on leave for a few days
(not less than 10 working days) every year,
without giving any prior intimation to these
employees. This move has been done in order to
maintain an element of surprise. Banks shall
ensure that the employees, while on ‘mandatory
leave’, would not have access to any physical or
virtual resources related to their work
responsibilities, with the exception of
internal/corporate email which is usually
available to all employees for general purposes.

RBI had previously announced that it would
encourage participation of non-banks in Reserve
Bank of India-operated Centralized Payment
Systems (CPS) viz. Real Time Gross Settlement
(RTGS) and National Electronic Fund Transfer
(NEFT) systems, in a phased manner. Direct
access for non-banks to CPS lowers the overall
risk in the payments ecosystem. It also brings
advantages to non-banks such as reduction in cost
of payments, minimizing dependence on banks,
reducing the time taken for completing payments
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Rating of Deposits of Housing

Finance Companies (“HFCs”) –

Approved Credit Rating Agencies

and Minimum Investment Grade

Credit Rating.

It has been decided to align the Master Direction-
Non-Banking Financial Companies (“NBFC”) for
HFCs with provisions on the subject prescribed
for NBFCs. Accordingly, the names of credit
rating agencies and their minimum investment
grade ratings for the purpose of accepting public
deposits by HFCs would be specified.

Access for Non-banks to Centralized

Payment Systems.

Mandatory Leave for Employees

Posted in Sensitive Positions or

Areas of Operation.

Gazette of India. All banks which are included in
the Second Schedule to the Reserve Bank of India
Act, 1934 are Scheduled Banks. The bank's paid-
up capital and raised funds must be at least Rs 5
lakhs to qualify as a scheduled bank. Scheduled
banks are eligible for low-interest loans from the
Reserve Bank of India and membership in
clearing houses.

https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT744BD1CEE45A60477482568509F5C5FD9F.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT744BD1CEE45A60477482568509F5C5FD9F.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT73EDEE40AF1C2C4B5FBE3EE35521%20E90DFF.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT73EDEE40AF1C2C4B5FBE3EE35521%20E90DFF.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/MANDATORY68309727854340079DEB2A8417681AEB.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/MANDATORY68309727854340079DEB2A8417681AEB.PDF
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RBI has eased regulatory restrictions on loans and
advances to bank directors and their relatives, six
years since it was first announced. The threshold
limit for board approval for personal loans issued
to directors of other banks has been raised to
INR 5 crore from INR 25 lakh under the revised
guidelines. However, the new threshold would
apply only for grant of ‘personal loans’ and not
for business loans, as stated by the banking
industry officials.

Unless sanctioned by the Board of Directors/
Management Committee, banks should not grant
loans and advance aggregating INR 5 crore and
above to any relative other than spouse and
minor/ dependent children of their own
Chairman/ Managing Directors or other
Directors; any firm in which any of the relatives
other than spouse and minor/ dependent children
are interested as a partner or guarantor; and any
company in which any of the relatives other than
spouse and minor/ dependent children is

Loans and Advances – Regulatory

Restrictions.

interested as a major shareholder or as a director
or as a guarantor or is in control. Provided that a
relative of a director shall also be deemed to be
interested in a company, being the subsidiary or
holding company, if he/she is a major shareholder
or is in control of the respective holding or
subsidiary company. This would include directors
of Scheduled Co-operative Banks and directors of
subsidiaries/trustees of mutual funds/venture
capital funds. 

eliminating the uncertainty in finality of the
payments as the settlement is carried out in
central bank money, among others. The risk of
failure or delay in execution of fund transfers can
also be avoided when the transactions are directly
initiated and processed by the non-bank entities.

https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NOT72DE11B78FC7714B5E872265606C29F75B.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NOT72DE11B78FC7714B5E872265606C29F75B.PDF


INSOLVENCY & BANKRUPTCY
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Rating of Deposits of Housing

Finance Companies (“HFCs”) –

Approved Credit Rating Agencies

and Minimum Investment Grade

Credit Rating.

The Second Amendment Regulations, 2016
amendment regulations enhances the discipline,
transparency, and accountability in insolvency
proceedings by ensuring that the Insolvency
Professional, who conducts Corporate Insolvency
Resolution Process (“CIRP”), is required to
disclose all the communication and records, all
former names and registered office address(s) of
the Corporate Debtor (“CD”). Further, the
interim resolution professional (“IRP”) or
resolution professional (“RP”) may appoint any
professional, other than registered valuers, if he is
of the opinion that the services of such
professional are required and such services are
not available with the CD. Moreover, The RP is
duty bound to find out if a CD has been subject
to avoidance transactions, namely, preferential
transactions, undervalued transactions, 

NCLAT granted stay on the Videocon

Resolution plan.

The National Company Law Appellate Tribunal
(NCLAT) has stayed Vedanta Group’s winning
bid for debt-laden Videocon Industries after an
appeal by dissenting creditors who were unhappy
with the value realised through the administered
resolution. A two-judge bench headed by
officiating NCLAT chairman Ashok Iqbal Singh
Cheema has stayed the implementation of the
resolution plan and adjourned the matter to
September 7, and until then the company
continue to be managed by the resolution
professional.

extortionate credit transactions, fraudulent
trading and wrongful trading, and file 
 applications with the Adjudicating Authority
seeking appropriate relief. For effective
monitoring, the amendment requires the RP to
file Form CIRP 8 on the electronic platform of
the Board, intimating details of his opinion and
determination in respect of avoidance
transactions.

https://ibbi.gov.in/uploads/press/0fb013e44352de2938ee7c9a5c84037c.pdf
https://ibbi.gov.in/uploads/press/0fb013e44352de2938ee7c9a5c84037c.pdf
https://economictimes.indiatimes.com/markets/stocks/news/nclat-stays-vedantas-videocon-resolution-plan/articleshow/84571987.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/markets/stocks/news/nclat-stays-vedantas-videocon-resolution-plan/articleshow/84571987.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst


INSURANCE
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Bill to amend general insurance law

introduced in Lok Sabha.

On 30th July, the General Insurance Business
(Nationalisation) Amendment Bill, 2021, was
introduced in the Lok Sabha. The bill amends the
general insurance law to allow the government to
cut its stake in state-owned insurers.

The General Insurance Business(Nationalisation)
Act, 1972 provided for the acquisition and
transfer of shares of Indian insurance companies
and undertakings of other existing insurers in
order to better serve the needs of the economy by
securing the development of general insurance
business. As per the statement of objects and
reasons, the bill seeks to remove the requirement
that the central government would not hold less
than 51 percent of the equity capital in a specified
insurer. 

The policy differs from conventional health
insurance plans in terms of the method of
payment. While the latter reimburses the actual
cost incurred on treatment, Arogya Rakshak
provides a fixed benefit health insurance cover
and pays a lump sum benefit irrespective of actual
medical costs.

LIC unveils Arogya Rakshak Health

Insurance Plan.

Life Insurance Corporation (LIC) has launched a
new health insurance plan called Arogya
Rakshak. It is a non-linked, non-participating,
regular premium and individual health insurance
plan. The policy “provides fixed health insurance
cover against certain specified health risks and
provides timely support in case of medical
emergencies and helps the insured and his family
to remain financially independent in difficult
times.”

https://economictimes.indiatimes.com/news/economy/policy/cabinet-clears-amendments-to-gibna-for-insurance-psu-privatisation-may-table-bill-this-session/articleshow/84863414.cms%20%20https:/prsindia.org/billtrack/the-general-insurance-business-nationalisation-amendment-bill-2021
https://economictimes.indiatimes.com/news/economy/policy/cabinet-clears-amendments-to-gibna-for-insurance-psu-privatisation-may-table-bill-this-session/articleshow/84863414.cms%20%20https:/prsindia.org/billtrack/the-general-insurance-business-nationalisation-amendment-bill-2021
https://economictimes.indiatimes.com/news/economy/policy/cabinet-clears-amendments-to-gibna-for-insurance-psu-privatisation-may-table-bill-this-session/articleshow/84863414.cms%20%20https:/prsindia.org/billtrack/the-general-insurance-business-nationalisation-amendment-bill-2021
https://www.thehindu.com/news/national/lok-sabha-passes-bill-to-amend-public-sector-general-insurance-law/article35679559.ece
https://www.thehindu.com/news/national/lok-sabha-passes-bill-to-amend-public-sector-general-insurance-law/article35679559.ece
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://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://licindia.in/getattachment/Bottom-Links/Press-Release-(1)/Press-Release-Arogya-Rakshak-ENG.pdf.aspx


SECURITIES LAW
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SEBI introduces ‘expected loss-

based rating scale’ for rating

agencies.

Securities and Exchange Board of India [“SEBI”]

has introduced an ‘expected loss-based rating

scale’ for rating agencies for projects and

instruments associated with the infrastructure

sector. The scale is divided into a scale of seven

levels, spanning from lowest to highest expected

loss. This has been done in order to standardise

the usage of rating scales.

CRAs (Credit Rating Agencies) have been asked

to align their rating scales with the rating scales

prescribed under the guidelines of respective

financial sector regulator or authority in terms of

CRA Regulations, or in absence of the same,

follow rating scales prescribed by SEBI.  The

CRAs are required to  comply with the

requirements of this circular, latest by March 31, 

 2022 and also place the compliance status of this

circular before their Board of Directors. 

SEBI clarified that an Investment Advisor (“IA”)
is required to render investment advice to its
clients and not manage funds or securities on
behalf of the clients under the IA Regulations.
Considering the scope of activities allowed to an
investment adviser under the IA Regulations,
grant of a Power of Attorney has neither been
envisaged nor appears desirable for an IA. But it
was noted that this position is based on the
information furnished, and different facts or
conditions might lead to a different
interpretation.

SEBI clarifies that investment

managers cannot manage funds

and securities on clients behalf.

SEBI clarifies that investment managers cannot
manage funds as well as securities on behalf of
their clients and should not contemplate asking
for power of attorney in this regard. The
investment manager's work is only to provide
investment advice. These Clarifications have been
given as part of an informal guidance sought by
Waterfield Financial and Investment Advisors
regarding Investment Advisors Regulations, 2013.

https://www.google.com/search?q=expected+loss-based+rating+scale+SEBI+circular&rlz=1C1CHZN_enIN924IN924&oq=expected+loss-based+rating+scale+SEBI+circular&aqs=chrome..69i57j33i160l2.8974j0j15&sourceid=chrome&ie=UTF-8
https://www.google.com/search?q=expected+loss-based+rating+scale+SEBI+circular&rlz=1C1CHZN_enIN924IN924&oq=expected+loss-based+rating+scale+SEBI+circular&aqs=chrome..69i57j33i160l2.8974j0j15&sourceid=chrome&ie=UTF-8
https://www.google.com/search?q=expected+loss-based+rating+scale+SEBI+circular&rlz=1C1CHZN_enIN924IN924&oq=expected+loss-based+rating+scale+SEBI+circular&aqs=chrome..69i57j33i160l2.8974j0j15&sourceid=chrome&ie=UTF-8
https://www.sebi.gov.in/sebi_data/meetingfiles/mar-2020/1583318232255_1.pdf%20%20https:/www.sebi.gov.in/sebi_data/attachdocs/1424862077270.pdf
https://www.sebi.gov.in/sebi_data/meetingfiles/mar-2020/1583318232255_1.pdf%20%20https:/www.sebi.gov.in/sebi_data/attachdocs/1424862077270.pdf
https://www.sebi.gov.in/sebi_data/meetingfiles/mar-2020/1583318232255_1.pdf%20%20https:/www.sebi.gov.in/sebi_data/attachdocs/1424862077270.pdf
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SEBI brings in rules to make stock

exchanges pay for technical glitches

On 5th July, SEBI issued a detailed framework for
penalising ‘Market Infrastructure Institutions’
(MIIs), which include stock exchanges, clearing
corporations, and depositories, for technical
glitches. This framework is aimed at minimizing
instances of technical glitches occurring at
market infrastructure institutions like stock
exchanges.

SEBI hopes the move would encourage MIIs to
constantly monitor the performance and
efficiency of their systems and upgrade them.
This would avoid any possibility of technical
glitches, disruptions, or disasters, and help them
restart their operations expeditiously in the event
of any such incident. The regulator has said a
comprehensive RCA report needs to be
submitted within 21 days of the incident. The new
rules will come into effect from August 16, 2021.

On 16th July, SEBI issued a circular notifying that
‘block mechanism’ in the demat accounts of
clients undertaking sale transactions would be
available from August 1, 2021. This mechanism
will do away with the movement of shares from
the client's demat account for early pay-in and
back to the client’s demat account if a trade is not
executed.

Under the Early Pay-In (EPI) system, shares are
transferred from a client's demat account and are
transferred back in case the sale transaction is not
executed. With the block mechanism, shares of a
client intending to make a sale transaction will be
blocked in the client's demat account in favour of
the clearing corporation concerned. In the early
pay-in process, if the securities remain unsold,
then, those are required to be returned back to
the client's demat account, which takes time and
involves cost.

SEBI issues Circular on “Block

Mechanism in demat account of

clients undertaking sale transactions”

https://www.sebi.gov.in/legal/circulars/jul-2021/standard-operating-procedure-for-handling-of-technical-glitches-by-market-infrastructure-institutions-miis-and-payment-of-financial-disincentives-thereof_50903.html
https://www.sebi.gov.in/legal/circulars/jul-2021/block-mechanism-in-demat-account-of-clients-undertaking-sale-transactions_51170.html


DIGITAL CURRENCY IN INDIA

On July 22, 2021, the Deputy Governor of the
Reserve Bank of India, Mr. T Rabi Sankar
revealed that the Central Bank is currently
working on a “phased implementation strategy”
for its own digital currency. The basis for the
decision can be seen to provide the consumers a
digital currency, which would protect and secure
the consumers from the extremely volatile virtual
currencies in the market, which do not have any
sovereign backing. The CDBC as per Mr. Sankar
would be in the arsenal of every central bank
going forward. And for the same it would be
imperative that the implementation be carefully
calibrated and take into consideration the various
stakeholders.

The RBI aims to introduce this to provide

benefits to the consumer, which would include

ease of purchase in the retail and wholesale

segments. And further reduce the dependency on

cash, higher seigniorage due to lower transaction

costs and reduced settlement risk. It would

provide for transactions to happen in real-time

and simultaneously being cost-effective, allowing

time-zones to not be a hindrance in currency

settlements. Additionally, the cost of printing,

transporting, storing and distributing currency

would be reduced.
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Central Bank Digital Currency

[“CBDC”]

the government-issued money. Easily put, the

CBDC would hold the same value as a legal

currency used, the form of it would just be

different. It cannot be regarded as a

cryptocurrency, as the CBDC would be backed by

some form of assets such as either gold, currency

reserves, bonds and other monetary assets

recognised by the central banks.

RBI to propose own Digital Currency

A Central Bank Digital Currency is a legal
tender, which is the same as a fiat currency, but in
the digital form, exchangeable one-to-one with 

https://www.rbi.org.in/Scripts/BS_SpeechesView.aspx?Id=1111
https://scroll.in/article/1001046/everything-you-need-to-know-about-rbis-planned-digital-currency
https://scroll.in/article/1001046/everything-you-need-to-know-about-rbis-planned-digital-currency
https://www.theweek.in/news/biz-tech/2021/07/26/rbi-digital-currency-plan-challenges-risks-and-benefits.html
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India is not the first country to try its hand at

such a digital currency. This concept of digital

currency has gained traction in other countries,

such as Ecuador, Tunisia, Estonia, China, Russia,

Japan, Senegal, Sweden, Venezuela, and Israel.

Major economies like China and South Korea

have also tested pilot programmes, with China

currently spear-heading the move. The Chinese

digital Yuan, have since carried out $5.5 billion

worth transactions.

Banks’ cash reserves determine the amount of

loans that they can create electronically. CBDCs

could eventually take over this crucial role that

cash reserves play in the current banking system,

as more and more physical cash gets converted

into CBDCs and these in turn are deposited into

banks. In that case, the difference between

CBDCs and loans created electronically by banks

could turn out to be very little as both would

simply be digital forms of the same currency. This

could eliminate the risk of bank runs as banks

will then no longer have to satisfy the cash

demands of customers. But it can also lead to

rampant money creation by banks since they no

longer need to worry about the risk of a depositor

run when they create too much money.

https://www.wsj.com/articles/china-creates-its-own-digital-currency-a-first-for-major-economy-11617634118
https://www.wsj.com/articles/china-creates-its-own-digital-currency-a-first-for-major-economy-11617634118
https://www.thehindu.com/business/Economy/explained-is-rbi-planning-a-digital-currency-for-india/article35577027.ece

