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RESERVE BANK OF INDIA

The Reserve Bank of India (RBI) has allowed high-street lenders to part-support bonds sold by non-banking
ﬁnance/housing companies, an approval that should ease fund-raising concerns at the shadow banks currently
struggling to garner money in the debt market.
It has now been decided to allow banks to provide par al credit enhancement (PCE) to bonds issued by the
systemically important non-deposit taking non-banking ﬁnancial companies (NBFC-ND-SIs) registered with the
Reserve Bank of India and Housing Finance Companies (HFCs) registered with Na onal Housing Bank
The exposure of banks shall be within the aggregate PCE exposure limit of 20 percent.
A credit enhancement is a kind of support behind any bond sale, which helps improve investor sen ment.
NBFCs have been facing a liquidity squeeze of late. More than a month ago, infrastructure ﬁnancier and operator
IL&FS defaulted on repayments, triggering a crisis of conﬁdence among investors who have shied away from
inves ng in securi es sold by NBFCs.
With support from banks, it would be easier for rela vely smaller companies to raise money from investors. This
could well help increase credit ra ngs.
“The RBI move should be good for aﬀordable housing ﬁnance and lower rated retail NBFCs,” said Shameek Ray, head
of debt capital markets at ICICI Securi es Primary Dealers. It suits those with granular retail por olios and not those
with lumpy corporate ﬁnance por olios. The move should help generate corporate investor conﬁdence on such
companies, which could sell bonds oﬀering reasonable rates.
However, the liquidity easing measure has been accompanied with riders. The facility can only be availed when
NBFCs sell bonds with maturi es not less than three years. Proceeds from the bonds backed by bank credit
enhancements should only be u lized for reﬁnancing the exis ng debt of NBFCs or HFCs. Commercial paper worth
Rs 1 lakh crore will mature in November, shows an es mate by a mutual fund house.
This should encourage such companies to tap the debt market. Banks would introduce appropriate mechanisms to
monitor and ensure that the end-use condi on is met, said RBI. It added that the exposure of a bank should be
restricted to one percent of its capital funds or net worth for a single borrower.
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NOTIFICATIONS FROM RBI
Relaxa on on the guidelines to NBFCs on securi sa on transac ons

RBI/2018-19/82
DNBR (PD) CC.No.95/03.10.001/2018-19

November 29, 2018

All NBFCs
Madam/Sir,
Relaxa on on the guidelines to NBFCs on securi sa on transac ons
Please refer to the Guidelines on Securi sa on Transac ons vide paragraph 102 of Master Direc ons on NonBanking Financial Company - Systemically Important Non-Deposit taking Company and Deposit taking Company
(Reserve Bank) Direc ons dated September 01, 2016 and paragraph 89 of Non-Banking Financial Company –NonSystemically Important Non-Deposit taking Company (Reserve Bank) Direc ons dated September 01, 2016.
2. In order to encourage NBFCs to securi se/assign their eligible assets, it has been decided to relax the Minimum
Holding Period (MHP) requirement for origina ng NBFCs, in respect of loans of original maturity above 5 years, to
receipt of repayment of six monthly instalments or two quarterly instalments (as applicable), subject to the
following pruden al requirement:
Minimum Reten on Requirement (MRR) for such securi sa on/assignment transac ons shall be 20% of
the book value of the loans being securi sed/20% of the cash ﬂows from the assets assigned.
3. The above dispensa on shall be applicable to securi sa on/assignment transac ons carried out during a period
of six months from the date of issuance of this circular. Other terms and condi ons of the above referred Direc ons
remain the same.
Yours faithfully
(Manoranjan Mishra)
Chief General Manager
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SECURITIES AND EXCHANGE BOARD OF INDIA
Signiﬁcantly, the concern over NBFCs is not uniform
across regulatory circles. “There are sec ons within
regulators and even the government who believe the
NBFC problem is overblown and concentrated in a few
pockets.

SEBI TAPS RATINGS FIRMS FOR NBFC HEALTH REPORT

Large NBFCs have funded real estate companies and
promoters who pledged shares to raise money. With
the Reserve Bank of India board not exploring the
possibility of a special liquidity arrangement for NBFCs
at the November 19 mee ng, it was perceived that RBI
wants NBFCs to slow down, even shrink.

The capital markets regulator Sebi met the top four
credit ra ngs agencies to discuss their assessment of
liquidity of NBFCs that have borrowed ﬁercely in the
past few years, the possible repercussions if these
companies are unable to roll over borrowings and
backup available under such circumstances.
“Sebi oﬃcials also asked whether borrowing NBFCs are
coopera ng in sharing informa on. The regulator asked
how agencies were evalua ng the liquidity condi on,” .
Sebi held a similar mee ng with mutual funds (MFs),
which have been bankrolling NBFCs ll the IL&FS ﬁasco
sparked panic in the money markets.

Total outstanding bank loans to NBFCs grew 43 per cent
between September 2017 and September 2018, as
against 5 per cent between September 2016 and
September 2017.It was an unsustainable growth. Some
banks lent to NBFCs which, in turn, lent to real estate
companies. Post the IL&FS collapse, RBI has allowed
banks more headroom for lending to NBFCs. However,
most banks, par cularly private and foreign lenders,
prefer buying loan por olios by cherry-picking NBFC
assets, rather than directly lending to ﬁnance
companies .

The regulator is trying to get a sense of the problem, the
liquidity situa on and the weak links, More than 80,000
crore of commercial paper was rolled over this month
and this has brought some respite. But a lot of it is shortterm money, which would come up for redemp on
some months down the line. The stress could resurface
in February or March, if the situa on does not improve.
Neither the government nor the regulator wants
defaults and chaos, par cularly in the run up to
elec ons .
There are about 11,000 NBFCs in India, of which close to
215 are ‘systemically important,’ while the number of
housing ﬁnance companies is more than 80.
Sebi’s mee ngs with MFs
and ra ngs agencies
follow some of India’s top
corporates — large
investors in MFs — telling
fund houses that they
would not put money in liquid schemes that hold ‘risky’
NBFC papers.
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SEBI CIRCULAR
(DATED 26.11.2018)
All Listed En
Exchanges)

es (whose speciﬁed securi es or debt securi es or NCRPS are listed on SEBI recognized Stock

Sub: Fund raising by issuance of Debt Securi es by Large En

es

1.With a view to opera onalising the Union Budget announcement for 2018-19, which, inter-alia, stated "SEBI will
also consider manda ng, beginning with large en es, to meet about one-fourth of their ﬁnancing needs from the
debt market”, SEBI came out with a discussion paper on July 20, 2018. Based on feedback received on the discussion
paper and wider consulta on with market par cipants including en es, the detailed guidelines for
opera onalising the above budget announcement are given below.
2. Applicability of Framework
2.1. For the en es following April-March as their ﬁnancial year, the framework shall come into eﬀect from April 01,
2019 and for the en es which follow calendar year as their ﬁnancial year, the framework shall become applicable
from January 01, 2020.
Explana on: The term ‘Financial Year' (FY) here would imply April- March or January-December, as may be followed
by an en ty. Thus, FY 2020 shall mean April 01, 2019 - March 31, 2020 or January 01, 2020 - December 31, 2020, as
the case may be.
2.2. The framework shall be applicable for all listed en
last day of the FY (i.e. March 31 or December 31):

es (except for Scheduled Commercial Banks), which as on

i. have their speciﬁed securi es or debt securi es or non-conver ble redeemable preference share, listed on a
recognised stock exchange(s) in terms of SEBI (Lis ng Obliga ons and Disclosure Requirements) Regula ons, 2015;
and
ii. have an outstanding long term borrowing of Rs 100 crores or above, where outstanding long-term borrowings
shall mean any outstanding borrowing with original maturity of more than 1 year and shall exclude external
commercial borrowings and inter-corporate borrowings between a parent and subsidiary(ies); and
iii. have a credit ra ng of "AA and above", where credit ra ng shall be of the unsupported bank borrowing or plain
vanilla bonds of an en ty, which have no structuring/ support built in; and in case, where an issuer has mul ple
ra ngs from mul ple ra ng agencies, highest of such ra ng shall be considered for the purpose of applicability of
this framework.
3. Framework
3.1. A listed en ty, fulﬁlling the criteria as speciﬁed at para 2.2 above, shall be considered as a “Large Corporate” (LC)
and such a LC shall raise not less than 25% of its incremental borrowings, during the ﬁnancial year subsequent to the
ﬁnancial year in which it is iden ﬁed as a LC, by way of issuance of debt securi es, as deﬁned under SEBI (Issue and
Lis ng of Debt Securi es) Regula ons, 2008 (hereina er "ILDS Regula ons").
Explana on: For the purposes of this circular, the expression "incremental borrowings" shall mean any borrowing
done during a par cular ﬁnancial year, of original maturity of more than 1 year, irrespec ve of whether such
borrowing is for reﬁnancing/repayment of exis ng debt or otherwise and shall exclude external commercial
borrowings and inter-corporate borrowings between a parent and subsidiary(ies).
3.2. For an en ty iden ﬁed as a LC, the following shall be applicable:
i. For FY 2020 and 2021, the requirement of mee ng the incremental borrowing norms shall be applicable on an
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annual basis. Accordingly, a listed en ty iden ﬁed as a LC on last day of FY 2019 and FY 2020, shall comply with the
requirement as laid down under para 3.1, by last day of FY 2020 and FY 2021, respec vely.
Provided that in case where a LC is unable to comply with the above requirement, it shall provide an explana on for
such shor all to the Stock Exchanges, in the manner as prescribed at para 4.
ii. From FY 2022, the requirement of mandatory incremental borrowing by a LC in a FY will need to be met over a
con guous block of two years. Accordingly, a listed en ty iden ﬁed as a LC, as on last day of FY "T-1", shall have to
fulﬁl the requirement of incremental borrowing for FY "T", over FY "T" and "T+1".
However, if at the end of two years i.e. last day of FY "T+1", there is a shor all in the requisite borrowing (i.e. the
actual borrowing through debt securi es is less than 25% of the incremental borrowings for FY "T"), a monetary
penalty/ﬁne of 0.2% of the shor all in the borrowed amount shall be levied and the same shall be paid to the Stock
Exchange(s).
4. Disclosure requirements for large en

es

4.1. A listed en ty, iden ﬁed as a LC under the instant framework, shall make the following disclosures to the stock
exchanges, where its security(ies) are listed:
i. Within 30 days from the beginning of the FY, disclose the fact that they are iden ﬁed as a LC, in the format as
provided at Annexure A.
ii. Within 45 days of the end of the FY, the details of the incremental borrowings done during the FY, in the formats as
provided at Annexure B1 and B2.
4.2. The disclosures made in terms of para 4.1 shall be cer ﬁed both by the Company Secretary and the Chief
Financial Oﬃcer, of the LC.
4.3. Further, the disclosures made in terms of para 4.1 shall also form part of audited annual ﬁnancial results of the
en ty.
4.4. The details of the framework as men oned under para 3 and disclosure requirements as men oned under para
4.1, are illustrated in Annexure C.
5. Responsibili es of Stock Exchanges
5.1. The Stock Exchange(s) shall collate the informa on about the LC, disclosed on their pla orm, and shall submit
the same to the Board within 14 days of the last date of submission of annual ﬁnancial results.
5.2. In the event of a short fall in the requisite borrowing, the Stock Exchanges shall collect the ﬁne as men oned at
para 3.2(ii). The ﬁne so collected shall be remi ed by the stock exchanges to SEBI IPEF fund within 10 days from the
end of the month in which the ﬁne was collected.

6. This Circular is issued in exercise of powers conferred under Sec on 11(1) of the Securi es and Exchange
Board of India Act, 1992 read with regula on 101(2) of SEBI (Lis ng Obliga ons and Disclosure
Requirements) Regula ons, 2015.
7. This Circular is available on SEBI website at www.sebi.gov.in under the categories “Legal Framework”
and under the drop down “Corp Debt Market”.
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INSOLVENCY AND BANKRUPTCY CODE, 2016(IBC)
The IBBI (Insolvency Resolu on Process For Corporate Persons) (Fourth Amendment) Regula ons, 2018
The Insolvency and Bankruptcy Board of India, vide its no ﬁca on amended the
Insolvency and Bankruptcy Board of India (Insolvency Resolu on Process for
Corporate Persons) Regula ons, 2016 by no fying the Insolvency and Bankruptcy
Board of India (Insolvency Resolu on Process for Corporate Persons) (Fourth
Amendment) Regula ons, 2018.
The key changes brought through this amendment are as follows:
Omi ed the meaning of dissen ng ﬁnancial creditors as given in Regula on 2 (1) (f) of the Insolvency and
Bankruptcy Board of India (Insolvency Resolu on Process for Corporate Persons) Regula ons, 2016.
Removal of the requirement under Regula on 21(3) (b), for the no ce of the mee ng of commi ee of
creditors to state that the vote of the members of commi ee should not be taken unless all the members
are present at such mee ng.
Amendments in the vo ng process of the commi ee of creditors
1. Amendment of Regula on 25 (5) has been brought to provide for the detailed vo ng procedure by
electronic means in case a member is not present for a mee ng. The amended regula ons now also provide
for the circula on of minutes to the authorized representa ves in addi on to the creditors. The authorized
representa ve is obligated to circulate the minutes of mee ngs received by it, to the creditors in a class and
announce the vo ng window at least twenty-four hours before the window opens for vo ng instruc ons
and keep the vo ng window open for at least twelve hours.
2. Addi on of sub-regula on 1A to Regula on 26 which provides that the authorized representa ve shall
exercise the votes either by electronic means or through electronic vo ng systems as per vo ng
instruc ons received by him from the creditors in the class.
Resolu on Plan
1. Subs tu on of sub-regula on (1) of Regula on 38 which now provides that the mandatory content of the
resolu on plan shall provide that the amount due to opera onal creditors under a resolu on plan must be
given priority in payment over ﬁnancial creditors. Earlier the provision provided for specifying the
insolvency resolu on process costs providing that the insolvency resolu on process costs will be paid in
priority to any other creditors;
2. Omission of Regula on 39 (1) (b), the requirement of providing an undertaking by the prospec ve
resolu on applicant that he shall provide addi onal funds to the extent required is no longer required.
3. Omission of sub-regula on (3A) of Regula on 39, the commi ee is no longer required to specify the
amounts payable from resources in the contents of the resolu on plan, while approving the same.
4. Addi on of regula on 39A, which provides for preserva on of records. It states that the Interim
Resolu on Professional or the Resolu on Professional shall preserve physical and electronic copy of the
records rela ng to corporate insolvency process of the corporate debtor as per the record reten on
schedule that the Insolvency and Bankruptcy Board may communicate in consulta on with the Insolvency
Professional Agencies.
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MINISTRY OF CORPORATE AFFAIRS
Recently, based on the recommenda ons of the Commi ee to Review Oﬀences
under the Companies Act, 2013 (Commi ee), the Companies (Amendment)
Ordinance, 2018 (Ordinance) was passed on November 2, 2018, to eﬀect certain
changes in the Companies Act, 2018 (CA 2013). Around the same me the
Ministry of Corporate Aﬀairs (MCA) also issued a no ce, seeking
comments/sugges ons from stakeholders on addi onal amendments of an
“urgent nature” that are required to strengthen the corporate governance and
enforcement framework (No ce). This ar cle discusses some of the key
amendments proposed in the No ce, which would have far reaching impact if
approved in their current form.
Signiﬁcant Beneﬁcial Ownership
In the last round of amendments pursuant to the
Companies (Amendment) Act, 2017 (Amendment Act),
the concept of signiﬁcant beneﬁcial owners and their
disclosure obliga ons was introduced in sec on 90 of CA
2013. Further, sec on 90 (as amended by the
Amendment Act) provided that if an individual either fails
to provide or provides unsa sfactory informa on
pertaining to his beneﬁcial ownership, an applica on can
be ﬁled by the company before the Na onal Company
Law Tribunal (NCLT) to subject the underlying shares to certain restric ons.
Now the Ordinance further provides that if the NCLT imposes restric ons on the shares pursuant to such
applica on, and no subsequent applica on is ﬁled before the NCLT for li ing of such restric ons within a period of
one year, such shares would mandatorily be transferred to the Investor Educa on and Protec on Fund. It is also
relevant to note that in addi on to a monetary ﬁne, the Ordinance has introduced imprisonment of up to one year as
a penalty in cases where an individual who is considered to be a signiﬁcant beneﬁcial owner under the CA 2013 fails
to make the necessary declara ons.
Earlier this year, the MCA no ﬁed the Companies (Signiﬁcant Beneﬁcial Owners) Rules, 2018 (Rules), which placed
stringent disclosure obliga ons on individuals holding a certain percentage of beneﬁcial interest in Indian
companies. On account of several representa ons having been made to the MCA regarding the disclosures
prescribed in the Rules, the declara ons to be ﬁled by signiﬁcant beneﬁcial owners and companies pursuant to the
Amendment Act read with the Rules have been put on hold.
While the MCA mulls over the declara ons to be made with respect to signiﬁcant beneﬁcial ownership, and
addresses the concerns raised by stakeholders, the No ce now proposes another signiﬁcant amendment to sec on
90 of CA 2013. The proposed amendment places an obliga on on companies to take steps to iden fy if there is any
signiﬁcant beneﬁcial owner and require such individual to comply with the provisions under CA 2013 in this regard.
This kind of obliga on will be quite onerous for companies, who will now presumably have to undertake the unusual
task of inves ga ng into the ownership of its shares in order to discharge its obliga ons under CA 2013. Further, the
level of inves ga on required to be undertaken by companies to ascertain the beneﬁcial ownership of shares is not
clear.
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Corporate Social Responsibility
The No ce also proposes a noteworthy change to the extant provisions
governing corporate social responsibility (CSR), which is mandatory for
prescribed classes of companies. CA 2013 requires prescribed classes of
companies to spend at least 2% of their three-year annual average net
proﬁt on social welfare ac vi es. Presently, in case the en es
concerned fail to spend the requisite amount, the reasons for not
spending the amount is required to be speciﬁed in the Board’s report.
Thus, a “comply or explain” principle was adopted.
Now, pursuant to the amendments proposed in the No ce, amounts which are to be allocated towards CSR
ac vi es, but which remain unu lised in a given ﬁnancial year are required be transferred to a special account to be
opened by the company in this regard with any scheduled bank. This account is to be called the ‘Unspent CSR
Account’, and the amounts therein will have to be spent by the company in pursuance of its CSR policies within a
period of three ﬁnancial years from the date of such transfer.

This eﬀec vely makes CSR spend mandatory. Further, wide powers have been given to central government
to issue direc ons to companies to comply with the CSR provisions under CA 2013. It is interes ng to note
that while the amendments proposed in the No ce are stated to have emanated from the
recommenda ons of the Commi ee, the Commi ee has not dealt with such CSR-related ma ers in its
report.
Remunera on of Independent Directors
CA 2013 ini ally barred a person from ac ng as an independent director of a company if such person had a
‘ p e c u n i a r y re l a o n s h i p ’ w i t h t h at co m p a ny.
Subsequently, this provision was revised pursuant to the
Amendment Act and it was clariﬁed that an independent
director cannot have any pecuniary rela onship with the
company other than (i) remunera on payable to such
person, and (ii) transac ons with the company, which do
not exceed 10% of his total income. Under CA 2013, an
independent director is en tled to receive remunera on
in the form of si ng fees for a ending board mee ngs
and a proﬁt-based commission. The Commi ee
considered compensa on received by an independent director from the company to rank as one of the
most important factors that is likely to inﬂuence an individual’s ability to exercise unbiased and
independent judgement. Therefore, while the Amendment Act stopped at clarifying that receipt of
remunera on was a permissible pecuniary rela onship between the independent director and the
company, the No ce now proposes a cap on the maximum remunera on payable.
Accordingly, to ensure that there is no material pecuniary rela onship between an independent director
and the promoter group that can impair his independence, the maximum remunera on of an
independent director payable by a company (including its holding, subsidiary or associate company) or its
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promoters or directors is proposed to be capped at 25% of such independent director’s total income. For
computa on of this cap on the maximum remunera on, the si ng fees payable to the independent
directors would not be counted. Further, within the total cap on the maximum remunera on payable (i.e.,
25% of the total income), fees payable for any professional or other services rendered by the independent
director (except those prescribed) cannot amount to more than 10% of his total income. It remains to be
seen what kind of professional or other services will be excluded from this cap of 10%.
MCA vide its no ﬁca on dated 13th November 2018 no ﬁed Na onal Financial Repor ng Authority
(NFRA) Rules 2018.
As per the Companies Act, 2013 the NFRA is tasked with the job of recommending accoun ng and audi ng
standards, ensuring compliance with them and overseeing the quality of service of the accoun ng and
audit professions.
It has also been given the power to inves gate ma ers of professional misconduct by chartered
accountants or CA ﬁrms, impose penalty and debar the CA or ﬁrm for up to 10 years.
The ICAI will con nue to exercise these powers over small companies. The NFRA will have jurisdic on over
listed companies and large unlisted companies.
NFRA is not meant to replace the disciplinary Jurisdic on of the ICAI. Therefore in all the rou ne cases,
Which will be the bulk of cases, the ICAI will perform its func on.
A. Applicability:
As per Rule 3 the Authority shall have power to, monitor and enforce;
> Compliance with accoun ng standards and
> Audi ng Standards,
> Oversee the Quality of Service
Under sub-sec on (2) of sec on 132 or undertake inves ga on under sub-sec on (4) of such sec on of
the auditors of the following class of companies and bodies corporate, name:
a) All Listed Companies/ Listed Body Corporate;
b) Unlisted Companies with
– Paid up Capital or Loans > = INR 500 crores OR
– Turnover > = INR 1000 crores OR
– Outstanding Loan, Debentures and Deposit >= INR 500 crores
**Above Limits shall be check on as on the 31st March of immediately preceding ﬁnancial year;
c) All Banks/ Insurance/ Electricity Companies.
Companies Governed by any special Act for the me being in force OR bodies corporate
incorporated by an Act in accordance with clauses (b), (c), (d), (e) and (f) of sub-sec on (4) of
sec on 1 of the Act;
d) Certain speciﬁc foreign Subsidiaries/Associates of Indian Companies
**NOTE: Once a Company falls under the above limits under NFRA, will be covered by NFRA for 3
More years.
11

EVEN IF LIMITS ARE REDUCED/ LISTED STATUS CHANGES.
NOTE: Every Body Corporate other then Company as deﬁned u/s 2(20) formed in India and governed
under this rule shall, within ﬁ een days of appointment of an auditor under sub-sec on (1) of sec on
139, inform the Authority in Form NFRA-1, the par culars of the auditor appointed by such body
corporate:
B. Func ons and du es of the Authority:
> maintain details of par culars of auditors appointed in the companies and bodies corporate speciﬁed in
rule 3;
> recommend accoun ng standards and audi ng standards for approval by the Central Government;
> monitor and enforce compliance with accoun ng standards and audi ng standards;
> oversee the quality of service of the professions associated with ensuring compliance with such
standards and suggest measures for improvement in the quality of service;
> promote awareness in rela on to the compliance of accoun ng standards and audi ng standards;
> co-operate with na onal and interna onal organisa ons of independent audit regulators in establishing
and overseeing adherence to accoun ng standards and audi ng standards; and
> perform such other func ons and du es as may be necessary or incidental to the aforesaid func ons and
du es.
C. Filing of Return by Auditor:
Every auditor referred above shall ﬁle a return with the Authority on or before 30th April every year in such
form as may be speciﬁed by the Central Government.
D. Powers and Responsibili es of NFRA
a. No fying Accoun ng Standards & Audi ng Standards –
“ICAI Recommend —— NFRA will check —— Recommend CG for No fying it”
b. Monitoring Compliance of AS
For AS compliance, NFRA may review FS of such Companies and ask for further Informa on, seek
addi onal informa on, ini ate for penal proceeding if any wrongdoing.
c. Monitoring Compliance of SA
For SA Compliance, NFRA may review Auditor Working papers, check Suﬃciency of Quality System within
the Audit Firm, Supervise or Test the audit.
Note – Means for Big Companies, Peer Reviewing Powers are now with NFRA and not with ICAI.
E. Punishment in case of non-compliance.- If a company or any oﬃcer of a company or an auditor or any
other person contravenes any of the provisions of these rules, the company and every oﬃcer of the
company who is in default or the auditor or such other person shall be punishable as per the provisions of
sec on 450 of the Act.
F. Monitoring and Regula ng Powers–
Recommend CG w.r.t. AS and SAs and checking proper compliance of the same, oversee quality of audit
ﬁrms.
G. Inves ga ng and Summoning Powers–
Inves ga on of audit ﬁrms, summoning and enforcing a endance, Inspec on of records.
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GST UPDATES:
The introduc on of GST in India is a substan al
shi from the current tax regime. It is expected
that service sectors will have a major impact on
GST than the manufacturing or trading sector.
Among the services provided by Banks and
NBFCs, ﬁnancial services such as fund based, feebased and insurance services will see major shi s
from the current scenario.
Owing to the nature and volume of opera ons
provided by banks and NBFC vis a vis lease
transac ons, hire purchase, related to ac onable
claims, fund, and non-fund based services etc.,
GST compliance will be quite diﬃcult to
implement in these sectors.
Under Model GST Law, the framework does not provide much beneﬁts or considera on to banks and NBFCs on an
understanding of the type of transac ons made by them on a consistent and voluminous basis.
Some of the issues and impacts pertaining to the provision of GST Law have been discussed below.
1. Widespread number of branches; registra on a hassle
Currently, an NBFC, Banks with pan-India opera ons can discharge its service tax compliances through a
single `centralized’ registra on. However, under GST, such Banks/ NBFCs would need to obtain a separate
registra on for each state where they operate.
In addi on to registra on, compliance burden about ﬁling of returns has also increased substan ally -in
terms of the periodicity of returns, number of return formats and level of details required in these returns.
2. Input Tax Credit leveraged and de-leveraged
Currently, Banks and NBFCs majorly opt for the op on of reversal of 50% of the CENVAT credit availed
against inputs and input services whereas CENVAT credit on capital goods could be availed with no reversal
condi ons.
Under GST, 50% of the CENVAT credit availed against inputs, input services, and capital goods is to be
reversed which leaves them with a posi on of reduced credit of 50% on capital goods thereby increasing
cost of capital.
3. Assessment and Adjudica on made bothersome
The assessment would be done by the respec ve state regulators under which the respec ve branch is
registered. Now, every registered branch of banks and NBFCs must jus fy its posi on on chargeability in the
respec ve state and reason for u lizing input tax credit in diﬀerent states.
As under GST, more than one adjudica ng authority will be involved, each authority may hold a diﬀerent opinion on
the same underlying issue. This contradic on in opinion will prolong the adjudica on process. Currently, a taxpayer
is adjudged by a single adjudica ng authority on an issue involved. Under GST diﬀerent adjudica ng authority may
take a diﬀerent view on the same issue. Clearing up and dealing with the diﬀerence of opinion provided by the
diﬀerent adjudica ng authority would be diﬃcult.
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Issues related to revenue recogni on under GST
1. Account Linked Financial Services
The place of supply will be the loca on of the recipient of services on the records of the supplier of services.
In the digi zed and centralized scenario prevailing in India iden fying the state of loca on of service
recipient will be quite diﬃcult. In cases where the service recipients like professionals, manufacturers,
traders, and other workers o en shi from one place to other in search of be er opportuni es, the service
provider may have a diﬀerent address namely permanent address, current address, the address of
communica on and KYC address.
2. Non-Account Linked Financial Services
The place of supply of service here would be the loca on of the service provider. This will again hit such
companies which are widespread in remote loca ons to establish their presence but operate and transact
from a back oﬃce located in some other state.
3. Ac onable Claims
Ac onable claims do not cons tute as a service under Service Tax, and hence no tax is payable under the
current regime. Under GST ac onable claims are now included in the deﬁni on of supply of goods. Services
provided from bills discounted to securi za on will now be taxed as an eﬀect B2C and B2B majorly.
Conclusion
With the expecta on of further details to emerge, ﬁnancial sectors face a can of worms in terms of the manner of
transac ng business, customer proﬁles, services matrix, IT systems and opera on to capture the data at both front
and back end. IT systems will need to be more vigilant in terms of serving the purpose of solving the complexity
related to GST compliance and procedures at a higher volume.
The impact of GST on Banks and NBFCs will be such that opera ons, transac ons, accoun ng and compliance will
need to be reconsidered in its en rety.
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HOW LONG TO KEEP THE INCOME TAX DOCUMENTS

How long do you have to keep your income tax related documents?
If you are a law abiding individual who ﬁles income tax returns (ITRs) diligently every year then sooner or later
you will end up with a pile of old documents kept as suppor ng proof for these returns and ask the ques on:
How long does one have to preserve these papers? All documents such as rent receipts or rental agreement,
sec on 80C tax saving documents etc. which prove the claims made by you in your tax-return are advised to be
kept safely once you have ﬁled your ITR for a par cular ﬁnancial year.
Here, you should keep in mind that the income tax department does not ask you to submit any documentary
evidence to substan ate the claim made at the me of ﬁling ITR. The ITR is ﬁled on the basis of self assessment
but the income tax department has the right to ask you to prove the claims in the ITR by sending you a no ce.
How long should you keep the documents?
Nowhere does it say for how long you have to keep these documents. "There is no provision in the Income Tax
Act which suggests for how long the documents must be kept by the taxpayer." However, he adds, "Sec on 149
of the Income Tax Act speciﬁes the me limit for issuing an income tax no ce to an individual which can be
interpreted as the me period for which documents must be kept."
According to sec on 149, the income tax department has the powers to issue no ce to taxpayers for seven years
from the end of the ﬁnancial year. So, this would mean that if you have ﬁled ITR for FY 2017-18, then you must
keep the related documents with you ll the end of FY 2024-25.
The seven-year me period is applicable for various classes of taxpayers. "The me limit for retaining documents for
seven years from the end of relevant ﬁnancial year is same whether you are a salaried person, self-employed or a
professional,"
For those with income from foreign assets: If have any sort of income from foreign assets, then you will have to keep
the ITR related documents for longer. For any individual having income rela ng to a foreign asset or having a
ﬁnancial interest in any foreign en ty, then, in that case, such related documents must be kept for 17 years from the
end of the relevant ﬁnancial years."
Should you keep it beyond 7 years?
Yes, it is advisable to keep the documents for seven years, however, this does not mean that once the speciﬁed
period is over, you can throw away the required documents. Soni says, "According to the amendment made in
Budget 2017, applicable with eﬀect from AY 2017-18 (April 1, 2017), income tax oﬃcers can now ask details up to 10year-old cases that involves large amounts of escaped income."
But the income tax department cannot ask tax-related details from just about anyone; it is meant for certain
excep onal cases. "Income tax department does have the power to ask details of old cases up to 10 years, however,
this comes under excep on where the department has proofs against you and this can be done in the search cases
only.
If you are ﬁling ITR or have ﬁled ITR for a deceased member of your family, remember in that case, too, you have to
keep the documents for either seven or 17 years from the end of the ﬁnancial year, depending on the type of income
the taxpayer had.

