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The Reserve bank of India (“RBI”) on October 21,
2021, launched the Sovereign Gold Bonds Scheme
(“SBG”). These SGBs will be issued in four
tranches from October 2021 to March 2022. The
issue price of the gold bonds will be INR 50 per
gram less for those who subscribe online and pay
through digital mode. The bonds will be sold
through banks (except small finance banks and
payment banks), Stock Holding Corporation of
India Limited (SHCIL), Clearing Corporation of
India Limited (CCIL), designated post offices,
and recognized stock exchanges. SGBs held till
maturity attract no capital gains tax. In case the
SGBs are sold before the maturity date on the
exchanges, the capital gains will be levied at the
applicable rates. Interest earned from SGBs is
taxable as per the investor’s tax slab.

Reserve Bank of India launched

Sovereign Gold Bond Scheme 2021-22

RBI announced a limit on non-bank lenders
financing subscriptions to initial share sales to
stem the flow of large amounts of borrowed
capital by high net worth individuals to such
offerings. The move to impose a limit on IPO
funding follows surplus liquidity in the system
being used to fund large subscriptions from high
net worth individuals in recent public offerings.
The RBI in its October Monetary Policy Report
had pointed to a sharp jump in commercial paper
issuance alongside the rise in IPOs. 

RBI tightens rules for NBFCs funding

IPOs

Sovereign Gold Bonds
SGBs are government securities
denominated in grams of gold. They are
substitutes for holding physical gold.
Investors are required to pay the issue
price in cash and the bonds will be
redeemed in cash on maturity. The Bond
is issued by RBI on behalf of Government
of India.

Initial Public Offering
An initial public offering (“IPO”) is the
first time a company issues shares to the
public. This is when a private company
decides to go ‘public’. An IPO is generally
initiated to infuse the new equity capital
to the firm, to facilitate easy trading of
the existing assets, to raise capital for the
future or to monetize the investments
made by existing stakeholders.

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR1075DDCA834A28E84A729FDFC3461AB8F6C7.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT1127AD09AD866884557BD4DEEA150ACC91A.PDF


RBI, while examining Paytm Payments Bank
Ltd.’s (“PPBL”) application for issue of final
Certificate of Authorization (“CoA”), observed
that PPBL had submitted information which did
not reflect the factual position. Further, RBI also
noted that Western Union Financial Services
(“WUFSI”) had reported instances of breach of
the ceiling of 30 remittances per beneficiary
during the calendar years 2019 and 2020, and filed
an application for compounding of the violation.
After taking note of the same, RBI determined
that the aforementioned non-compliance
warranted the imposition of a monetary penalty. 

The RBI imposed a monetary penalty of INR 1
crore on PBBL for an offence committed under
the Payment and Settlement Systems Act, 2007.
Besides, SEBI has imposed a monetary penalty of
over INR 27 lakh on the WUFSI for non-
compliance with the directions contained in the
'Master Direction on Money Transfer Service
Scheme' (MTSS Directions). This action is based
on deficiencies in regulatory compliance and is
not intended to pronounce upon the validity of
any transaction or agreement entered into by the
entities with their customers.
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RBI fines Paytm Payments Bank Ltd

and Western Union Financial

Services

MAAR observed that two conditions need to be
fulfilled for making an advance ruling
application. First condition is related with supply
undertaken by the applicant while second
question is related with supply of goods or supply
of services or both being undertaken or proposed
to be undertaken by the applicant. MAAR found
that first condition is not satisfied as “NovartisAG
is undertaking the supply and not the applicant”.
Secondly, while the effective date for Deed of
Assignment is December 10, 2019 while date of
filing application is January 16, 2020. This means
“on the date of filing of the application, the
subject supply was already completed and was
neither being undertaken, nor was proposed to be
undertaken.” As none of the conditions was
fulfilled, so MAAR rejected the application
saying it is non-maintainable under the GST law.

Only a goods supplier can apply for

GST advance ruling
The Maharashtra bench of the GST Authority for
Advance Rulings (“MAAR”) has rejected an
application filed by a private company, USV
Private Ltd.(“USV”), saying it was not the supplier
of goods or services, but the recipient. USV had
entered into a Deed of Assignment for buying
rights of trademarks of Novartis AG.

RBI Provides Guidelines For Special

Long-Term Repo Operations For

Small Finance Banks

RBI has issued revised operational guidelines on
the special long-term repo operations (“SLTRO”)
scheme for small finance banks (“SFBs”). In its
monetary policy, RBI had extended the on-tap
SLTRO for SFBs till December 31, 2021. This
facility was earlier made available till October 31,
2021. All SFBs eligible under the Liquidity
Adjustment Facility (“LAF”) can participate in
the Scheme. There is no tenor restriction
regarding lending by SFBs under the scheme.
However, the SFBs will have to ensure that the
amount borrowed from the RBI should at all
times be backed by lending to the specified
segments till maturity of the SLTRO.
Furthermore, SFBs should endeavour to lend 

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR10693BAF7DC578E548399AC754828FD26392.PDF
https://economictimes.indiatimes.com/news/economy/finance/only-a-goods-supplier-can-apply-for-gst-advance-ruling/articleshow/87219512.cms
https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR1023A141F3B7655D4D1398149958E5217720.PDF


within a reasonable period, i.e., not later than 30
days from the date of availing the funds from
RBI. The Scheme will now be operationalised on
tap.
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Though the repo rates have been kept constant
but normalisation of extraordinary monetary
policy has begun as RBI has stopped the
Government Securities Acquisition Programme
aimed at containing bond yields. 

RBI in its Monetary Policy Statement for 2021-22
after evaluating the evolving macro-economic
scenario announced that the key policy interest
rates remain unchanged with the policy repo rate
at 4.0 per cent and the reverse repo rate at 3.35
per cent and the marginal standing facility (MSF)
rate and the Bank Rate at 4.25 per cent.

RBI maintained the policy interest rates
primarily due to its growth forecast at 9.5 percent
for this fiscal and lowered inflation forecast of 5.3
percent from 5.7 percent. These measures were
implemented originally last year as part of an
extraordinary stimulus policy aimed to prevent
the economy from collapsing owing to the
financial stress that multiple Covid-19 waves
brought along. 

RBI keeps status quo on rates; rows

back on excess liquidity

Small Finance Banks
Small Finance Banks is a specific segment of
banking created by RBI under the guidance of
Government of India with an objective of
furthering financial inclusion by primarily
undertaking basic banking activities to un-
served and underserved sections including small
business units, small and marginal farmers,
micro and small industries and unorganized
entities. Like other commercial banks, these
banks can undertake all basic banking activities
including lending and taking deposits.

Repo Rates
Repo rate is the rate at which the central bank
of a country (Reserve Bank of India in case of
India) lends money to commercial banks in the
event of any shortfall of funds. Repo rate is used
by monetary authorities to control inflation.
Reverse Repo Rate
Reverse repo rate is the rate at which the
central bank of a country (Reserve Bank of
India in case of India) borrows money from
commercial banks within the country. It is a
monetary policy instrument which can be used
to control the money supply in the country.

RBI to introduce Internal Ombudsman

for NBFCs for grievance redressal

RBI has decided to introduce the Internal
Ombudsman Scheme for certain categories of
non-banking financial companies (“NBFCs”)
having higher customer interface to strengthen
the internal grievance redress mechanism of
NBFCs. 
The internal ombudsman will be at the top of the
NBFC’s internal grievance redress mechanism to
examine customer complaints which are in the
nature of deficiency in service and are partly or
wholly rejected by the NBFCs. The rationale
behind RBI’s move is that the increased
significance, strength and reach of NBFCs across
the country have necessitated having in place 

https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR10028284903836D245FBA78B07929792711B.PDF
https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR10013B7AFB78E4AC4B9684F32AD34189A079.PDF


better customer experience including grievance
redress practices. The measure is an extension of
the NBFC Ombudsman Scheme introduced in
2018 and is one of a long chain of measures
adopted by the RBI to strengthen the redressal
mechanisms within financial institutions. The
internal ombudsman at the NBFCs will be similar
to their counterparts in banks and non-bank
payment system companies. 
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Non-Banking Financial Company 
A Non-Banking Financial Company (NBFC) is
a company registered under the Companies Act,
1956 engaged in the business of loans and
advances, acquisition of shares, stocks, bonds,
debentures and securities issued by Government
or local authority or other marketable securities
of a like nature, leasing, and hire-purchase.
NBFCs lend and make investments and hence
their activities are akin to that of banks
however, NBFC cannot accept demand deposits;
cannot issue cheques drawn on itself; lastly, the
deposit insurance facility of Deposit Insurance
and Credit Guarantee Corporation is not
available to depositors of NBFCs, unlike in case
of banks.
Ombudsman
The Ombudsman is an independent
governmental official who receives complaints
against government (and government regulated)
agencies and/or its officials, who investigates,
and who if the complaints are justified, takes
action to remedy the complaints.

https://rbidocs.rbi.org.in/rdocs/Content/PDFs/NBFC23022018.pdf


INSOLVENCY

Supreme Court held that words “order

is made available to the aggrieved

party” consciously omitted from

Section 61(1)&(2)

The Supreme Court in the case of V. Nagarajan v.
SKS Ispat and Power Ltd while determining the
question as to when will the clock for calculating
the limitation period run for proceedings under
the Insolvency and Bankruptcy Code, 2016
(“IBC”), held that the omission of the words “from
the date on which the order is made available” for the
purposes of computation of limitation in Section
61(2) of the IBC, is a consistent signal of the
intention of the legislature to nudge the parties to
be proactive and facilitate timely resolution.
Further, the Court explained that Section 12(2) of
the Limitation Act, 1963 allows for an exclusion
of the time requisite for obtaining a copy of the
decree or order appealed against. It is not open to
a person aggrieved by an order under the IBC to
await the receipt of a free certified copy under
Section 420(3) of the Companies Act 2013 read
with Rule 50 of the National Company Law
Tribunal Rules, 2016 and prevent limitation from
running. Accepting such a construction will upset
the timely framework of the IBC.

This is considered as an important step for banks
seeking to recover INR 12,500 crore each from the
personal guarantees issued by the duo for loans
taken for the company over the years.

BPSL has already been acquired by JSW Steel Ltd.
in March this year, but owing to the verdict of
Lalit Kumar v. Union of India, which states that
approval of a resolution plan does not ipso facto
discharge personal guarantor of his/her liabilities
under the contract of guarantee, the Singals are
yet not absolved of the liabilities and recovery
proceedings are initiated against the couple. 

The Delhi bench of the National Company Law

Tribunal (“NCLT”) has accepted the State Bank

of India’s (“SBI”) plea to initiate insolvency

proceedings against erstwhile Bhushan Power and

Steel Ltd (“BPSL”) promoters Sanjay Singal and

wife Aarti Singal while also granted interim

moratorium. 
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NCLT gives go ahead for insolvency

case against BPSL promoters

Moratorium
It is a period wherein no judicial proceedings
for recovery, enforcement of security
interest, sale or transfer of assets, or
termination of essential contracts can be
instituted or continued against the
Corporate Debtor.

https://www.sebi.gov.in/media/press-releases/sep-2021/sebi-board-meeting_52976.html
https://main.sci.gov.in/supremecourt/2020/26016/26016_2020_37_1501_28029_Judgement_21-May-2021.pdf
https://economictimes.indiatimes.com/industry/indl-goods/svs/steel/nclt-gives-go-ahead-of-insolvency-case-against-bpsl-promoters/articleshow/86782808.cms


SECURITIES

SEBI eases eligibility criteria related to

superior voting rights shares

Securities and Exchange Board of India (“SEBI”)
has relaxed the framework governing the issue of
shares with superior voting rights (“SR shares”), a
move that will help new-age technology
companies. While determining the individual net
worth of the SR shareholder, his investment/
shareholding in other listed companies shall be
considered, but not that of his shareholding in
the issuer company. Promoters who have a net
worth of over INR 1,000 crore can have superior
voting rights in their companies, raising it from
the current INR 500 crore.

The first tier benchmark will be reflective of the
category of the scheme, and the second tier
benchmark will be demonstrative of the
investment style/strategy of the fund manager
within the category, and is optional in nature. 

The first tier includes debt oriented schemes,
equity-oriented schemes, for hybrid and solution-
oriented schemes, a single benchmark was
proposed, i.e., broad market benchmark wherever
available or bespoke to be created for schemes,
which would then be applicable across industry.
For thematic schemes, SEBI proposed a single
benchmark as characteristics of the schemes are
already tapered according to the theme/sector.
With regard to index funds and exchange traded
funds, a single benchmark was proposed as these
schemes replicate an underlying index.

To standardize and bring uniformity to the

benchmarks of mutual fund schemes, SEBI came

out with a two-tiered structure for benchmarking

certain categories of schemes. 
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SEBI puts in place guiding principles for

bringing uniformity in benchmarks of

Mutual Funds scheme

What are superior voting rights?
Superior voting right shares, which offer a
higher dividend than ordinary shares, do not
subscribe to the dictum of one share-one
vote. They enable founders to retain control
of their companies even after new investors
come in. One of the reasons for introduction
of SR shares was to encourage such
promoters/founders who have an executive
position in the company to retain a certain
amount of control for a limited period of five
years, extendable by another five years, with
certain checks and balances.

SEBI mandates Stock Exchanges and

Clearing Corporation to make monthly

disclosure of complaints against them on

Website

SEBI has mandated the Stock Exchanges and

Clearing Corporation (“SECC”) to make monthly

disclosure of complaints against them on the

website with effect from January 01, 2022. The

Board with the objective to bring about

transparency in the Investor Grievance Redressal

Mechanism, it has been decided that all the Stock

Exchanges and the Clearing Corporations shall

disclose on their websites, the data on complaints

received against them and redressal thereof, latest

by 7th November 2021.

https://www.sebi.gov.in/media/press-releases/sep-2021/sebi-board-meeting_52976.html
https://www.sebi.gov.in/legal/circulars/oct-2021/guiding-principles-for-bringing-uniformity-in-benchmarks-of-mutual-fund-schemes_53539.html
https://www.sebi.gov.in/legal/circulars/oct-2021/disclosure-of-complaints-against-the-stock-exchanges-and-the-clearing-corporations_53112.html


These disclosure requirements are in addition to
those already mandated by SEBI. The Stock
Exchanges and Clearing Corporations are advised
to communicate to SEBI the status of the
implementation of the provisions of this circular
through the Monthly Development Report
(“MDR”). This circular is issued in exercise of the
powers conferred under Section 11(1) of the
Securities and Exchange Board of India Act 1992
read with Section 10 of the Securities Contracts
(Regulation) Act, 1956 to protect the interests of
investors in securities and to promote the
development of, and to regulate the securities
market.

O C T O B E R ,  2 0 2 1 P A G E  7



O C T O B E R ,  2 0 2 1 P A G E  8

UPGRADE IN SOVEREIGN RATING
FOR INDIAN BANKING SECTOR

One of the major highlight of the month was the
Sovereign rating outlook of the Indian banking
sector being upgraded and restored to Stable
category by the Global rating firm, Moody’s. The
agency had affirmed the sovereign rating at
“Baa3”. In June 2020, Moody’s had downgraded
India’s sovereign rating outlook by a notch to
Baa3 from Baa2 with a negative outlook over what
it said was a weak reform push contributing to a
prolonged period of slow growth. Outlook on the
rating was downgraded in November 2019 to
negative. 

Credit Rating Agencies [“CRA”], like Moody’s are
key players in the financial system. They provide
independent assessment on the creditworthiness
of debt issuers’ to make an informed decision in
the financial markets. Ratings based on the
performance of the debtor’s bonds and other
debts for use in investment decisions and are
found to be important for management of both
corporate and sovereign credit risk. The rating
agencies have, overtime, become the ‘gatekeepers’
of financial and capital market, a position of
considerable power and influence. They assign
probabilities to a company or a country
defaulting on the money they have borrowed and
rate them on a certain scale, usually through
letters. Typically, AAA is the highest rating and
D signals a default. When a CRA is unwilling to
change a rating but believes there’s more
optimism on the financial front, it tweaks the
outlook. So in effect, they stick with the same
rating but simply change the outlook, in a bid to
convey some change in sentiment.

From a company’s or a government’s perspective,
a better rating helps raise funds at a cheaper rate.
The agencies do this on a continuous basis, either
upgrading or downgrading the instrument based
on performance, prospects, or events likely to
have an impact on the balance sheet of a company
or on the fiscal position of a government or a sub-
sovereign entity. 

From Indian perspective, Moody's which rates 11
commercial banks including five public sector
banks together accounting for around 71% of
deposits in the system, has given the country a
long-term rating of Baa3. It is the lowest
acceptable rating in the investment-worthy
category but the tweak in outlook rating is a
positive step based primarily on stabilization in
asset quality. According to Moody’s report with
higher capital cushions and greater liquidity,
banks and non-bank financial institutions pose
much lesser risk to the sovereign than Moody’s
previously anticipated and thus the outlook was
upgraded. It expects India's economy to continue
to recover in the next 12-18 months, with GDP
growing 9.3% in the fiscal year ending March 2022
and 7.9% in the following year. The pickup in
economic activity will drive credit growth, which
is expected to be 10%-13% annually. Weak
corporate financials and funding constraints at
finance companies have been key negative factors
for banks but these risks have receded, according
to the report. 

https://www.mondaq.com/india/financial-services/1059342/neo-banks-in-india-the-way-forward
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Essentially, a change in outlook at least gives
India some breathing space. The country is trying
to gain entry into global government-bond
indices. It’s sort of this basket of government
bonds. If government bonds manage to sneak into
the index, then that will allow the government to
borrow from a whole host of foreign investors
which could be a game-changer.

On the flip side, if India’s government bonds
suddenly turned junk, that wouldn’t just affect
the government’s borrowing capacity, but also
hurt Indian corporates. If the country’s prospects
aren’t great, then foreign investors may not think
too highly of all the corporates that do business in
the country. In fact, by some estimates, it would
put nearly $45 billion worth of investment-grade
corporate debt at risk.


