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RBI examining PPI credit, BNPL
models; in talks with fintechs

NIKUNJ OHRI
New Delhi, 24 June

he Reserve Bank of

I India (RBI) is examining
the practices and
models of prepaid payment
instruments (PPI) and ‘buy
now, pay later’ (BNPL) service
providers, days after the central
bank reiterated its stance that
regulated activities that require
licence cannot be practised by
fintech players, without autho-

CENTRAL BANK
INTERVENTIO

gence, and protect consumers’
interest. Any clarification or
extension sought to adhere to
the RBI's directive can be
framed after discussions with

., people quoted
above said.

The RBI is looking at a
framework that can exist with-
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Earlier this week, the RBI
directed non-bank PPI issuers
not to load their wallets and
cards from creditlines. Fintech
players have approached the
central bank seeking clarity
over its directive, and the RBI
is listening to their concerns,
said people aware of the matter.

However, the RBI is clear
that if one regulated entity is
allowed to conduct a business
with authoritisation and licen-
sing, another entity cannot be
allowed to conduct the same
activity without a licence, in the
name of innovation, people

quoted above said. The inter-
vention by the RBI was neces-
sary as certain new entities out-
side its regulatory
domain, were per-
ceived as threat to
the system.

For PPI loaded
from credit lines,
there are broadly
about three models,
which the central
bank is examining.
The first model is
similar to that of
credit card com-
panies; the second is operator
getting a loan and giving it to

INTEREST

RBI WILL CLARIFY IF
BANK-LED PPIs WILL
BE EXEMPTED FROM
ITS DIRECTIVE OR
EXISTING FINTECH
PLAYERS CAN TIE UP
WITH BANKS AND
FOLLOW STRICT KYC,
DUE DILIGENCE, AND
PROTECT CONSUMERS'

the PPI holder as card loading;
third is PPI holder getting a

loan and spending it.

For BNPL,
models differ
from platform
to  platform,
people quoted
above said. As
long as BNPL
involves loan
through an
intermediary,
these are busi-
ness loans.
However, if the
same model involves credit
lines and replenishing of the

credit line as soon as the pay-
ment is made, it is not same as
BNPL being used for a high
value purchase, people said.
Currently, several models are
being tagged as BNPL and
require intervention of the
banking regulator.

BNPL cannot be used to
mimic credit line or a credit
card that only banks are now
allowed to issue, people quoted
above said. The central bank
will clarify whether bank-led
PPIs will be exempted from its
directive or existing fintech
players can tie up with banks
and follow strict KYC, due dili-

out pace of innova-
tion even as it addresses con-
sumer protection and cyber
security concerns.

The central bank has to
ensure that the structure
includes the same degree of
due diligence followed by
banks for credit lines, which is
now being compromised.

In one of the cases, a small
bank was lending its name toa
fintech firm to issue cards, and
a non-banking finance com-
pany was used for lending.
Non-regulated entities were
‘borrowing capabilities of regu-
lated entities and functioning.

These new entities that fall
outside the regulatory domain,
were perceived as a threat to
the system, and the interven-
tion by RBI was required,
people quoted above said.
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Punjab,

PUDUCHERRY, PUNJAB HAVE THE
HIGHEST GST REVENUE SHORTFALL

of Goods and Services Tax (GST) has been a boon for most north-
eastern states, such as Arunachal Pradesh, Mizoram, Manipur, and Sikkim, with GST

revenue collections higher than the guaranteed annual 14 per cent increase in states’
GST revenue by the Centre. However, states like Puducherry,

have the highest
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revenue shortfall, which is met by GST compensation
cess thatis coming to an end on June 30. The good
news is the revenue shortfall of all the states
have narrowed from FY21 level to FY22 level. At
the national level, the GST revenue shortfall
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NOTICE TO THE MEMBERS OF 60TH ANNUAL GENERAL MEETI NG
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india without the
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Profiteering charges
leave firms perplexed

No structured guidelines for firms to avoid profiteering;
standard method to compute undue profits, say experts

NIKUNJ OHRI
New Delhi, 24 June

‘The National Anti-Profiteering
Authority (NAA) is hearing a
case against a real estate com-
pany which has allegedly not
been passing on the benefit of
Input Tax Credit (ITC) arising
out of the Goods and Services
tax (GST) to homebuyers.

The investigating body for

THE LEGAL
TUSSLE

= Provisions in the Central GST
Act say reduction in GST rates
or the benefit of ITC must be
passed on to consumers

® Companies in India
have challenged the
constitutional validity of

this — the Directorate General
of Anti-Profiteering (DGAP) —
shot off e-mails to more than
500 buyers, asking them if
they got the benefit of ITC
through cost reduction, and
whether the discount was
communicated to them as rate
reduction due to GST.

Over 50 responses were
received. Of those, 40 said they
had benefited from GST rate
reduction, while 10 replied in
the negative.

The DGAP concluded prof-
iteering by the real estate firm.

The DGAP compared eligi-
ble ITC before the
introduction of GST
with what prevails

provisions
* Without following any
standard procedure, the
anti-profiteering body is
acting as an agency
with unlimited powers,
say experts

Queries sent to the NAA
did not elicit a response.
Companies in India have
challenged the constitutional
validity of the anti-profiteering
provisions and say they have
the right to determine product
pricing independent of GST
Pprovisions, Jain said.
Many  high-
selling products
earn companies

now. The eligible ITC high margins,
that builders can get which are some-
after GST came hasto times  adjusted

be passed on to cus-
tomers without con-
sidering factors such
as the status of con-
struction, receipt of
money, and other
business factors.

The provisions in
the Central GST Act
state that reduction in GST
rates or the benefit of ITC must
be “commensurately” passed
on to consumers.

In the past five years,
neither legislators nor regu-
lators have been able to frame
rules/regulations on the meth-
odology for computing profi-
teering and specify a threshold
for applying these provisions,
said Rajat Mohan, partner at

S\gf:j
GST

against low-mar-
gin products that
sellless, and this is
business practice,
Jain said. Not just
goods,  pricing
works differently
for services, which
is dependent on
demand. The anti-profiteering
provisions do not specifically
provide that benefit is to be
passed at entity level, product
level, or even further at stock-
keeping unit (SKU) level,
which is a problem, Jain said.

This has led to a barrage of
cases filed by companies,
including the real estate firm
mentioned earlier, against the
anti-profiteering authority,

Many more petitions are
pending in other high courts.

The NAA is also learnt to
have approached the Solicitor
General to defend it.

An Indian anti-profiteering
agency is back in action to
wind up the pending cases.
However, the bulk of the dis-
putes are far from closure as
most businesses are going to
court, said Mohan from AMRG
& Associates.

“Aggrieved  businesses,
before approaching court,
have pleaded legal and fair
arguments to the DGAP and
NAA; however, all are falling
on deaf ears,” Mohan said.

Without following any
standard procedure, the DGAP
is acting as an agency with
unlimited powers, intending
to prove that every consumer-
centric business has defrauded
its customers by overcharging,
Mohan said.

1n 2019, after having passed
65 orders, involving a profi-
teering sum of ¥606 crore, the
NAA proposed a standard
operating procedure (SOP) for
Central GST and State GST
officers for verifying profiteer-
ing as soon as any GST rate
reduction or additional ITC
benefits are provided. These
included a procedure for
record keeping, identifying
suppliers, collecting data,
making mock purchases to
collect invoice for evidence,
and visiting premises.

As the tenure of the NAA
ends in November 2022, and
several cases are pending with
itonalleged profiteering along
with others challenging its
own legal validity, the Centre
is considering a proposal to
merge it with the Competition
Commission of India (CCI).
Once GST rates stabilise, the
role of the authority would
become redundant. “With the
reduction in GST rates not
likely, the future applicability
of the anti-profiteering provi-
tobe constrained.

AMRG & Associates. challenging its constitutional

Although the GST law pro- validityin vanous high courts.

Vldcs for the Many c mostly in
for its the fz

are missing, which is a con- goods sector, among others,

cern for companies, said have moved the Delhi High

Abhishek Jain, partner at Courtand challenged the anti-

KPMG.

profiteering provisions.

As such, the NAA’s role will be
limited to situations where
there is change in GST law,
leading to cost reduction for
businesses,” Jain said.

GST Council may consider changes
inmonthly tax payment form

The GST Council in its meet-
ing next week is likely to con-
sider a proposal for making
changes in the monthly tax
payment form — GSTR-3B,
which would include auto-
population of outward
supplies from sales return and
non-editable tax payment
table, officials said.

The move would help curb
the menace of fake billing,
whereby sellers would show
higher sales in GSTR-1 to

enable purchasers to claim
input tax credit (ITC),
but report suppressed sales in
GSTR-3B to lower GST
liability.

Currently, GSTR-3B of a
taxpayer includes auto
drafted input tax credit (ITC)
statements based on inward
and outward B2B supplies and
also red flags any mismatch
between GSTR-1and 3B.

As per the changes pro-
posed by the Law Committee

of the GST Council, there will
be auto-population of values
from GTSR-1 into GSTR-3B in
specific rows to establish one-
to-one correspondence to a
large extent between rows of
the two return forms, thereby
providing clarity to the tax-
payer and tax officers.

The change would mini-
mize the requirement of user
input in GSTR-3B and ease the
GSTR-3B filing process, an
official said. Tl
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Iyer had taken voluntary retire-
ment from the service in 2009.

Kant, the outgoing NITT
Aayog CEO, during his six-year
tenure, has spearheaded sev-
eral key programmes and pol-
icies of the Centre, including
Digital  India,  National
Monetisation Pipeline, disin-
vestment, Aspirational
Districts Programme, and
National Mission on
Transformative Mobility and
Battery Storage.

In April this year, the
Central government appointed
economist Suman Berry as the
third vice-chairman of the NITT
Aayog, replacing Rajiv Kumar.

Hiring...

Murali M, chairman and man-
aging director of Shriram
Properties, said over the past
six months, the company hired
around 180 employees in dif-
ferent locations of the country.

This translates into an
increase of around 20 per cent,
which has taken place prima-
rily in the sales and marketing
departments, to gear up for the
launches this financial year and
project launches in the pipe-
line, he said.

“During the current year, we
plan to recruit around 125
people, including freshers,” he
said. Murali said the increase
in the RBI’s repo rate had a
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minimal effect on the buying
sentiment of consumers and
the demand for real estate was
growing. Salary hikes have
been between 10 per cent and
20 per cent this year at the com-
pany, Murali added.

Another Bengaluru-based

companies (NBFCs) can’t load
loans directly to merchants’
accounts. If NBFCs cannot lend
merchants, all the BNPL inno-
vation that has been happening
in the country goes down the
drain. This gives out a message

MD, who will be acceptable to
all shareholders,” Shriram
Subramaniam, founder and
managing director of InGovern
Research Services, a proxy
advisory firm, said.

that the RBI is supporting the
banks over fintechs. The BNPL

30 per cent year-on-year rise in
hiring in the first half of calen-
dar 2022, said Nageshwar P B,
president and head (human
capital), Puravankara. “We have
‘witnessed a significant rise in
hiring, especially in the last six
months. The growth displayed
by the real estate sector had a
positive impact on talent hir-
ing,” he said.

Tushar Rathod, chief execu-
tive of HR firm See & Recruit,
said real estate companies did
well even during the pandemic
and prices had firmed up.

RBI order on PPIs

‘The industry is trying tounder-
stand the intention behind this
move because then only can
the players come to grips on its
impact on their business, a pay-
ment industry official said.

The players are seeking a
level playing field on credit card
licensing between banks and
non-bank players. They are
planning to highlight the finan-
cial inclusion BNPL companies
have achieved over the years by
giving credit to customers who
have been ignored as too risky
by traditional banks.

“If the intention is to stop
PPI loading, what you are say-
ing is non-banking financial

sector has 8-10 million cus-
tomers. And, if the regulator
wants to hand over these cus-
tomers to banks, there will be
no investor to invest in the
Indian fintech sector,” said a
payment industry official.

The Digital Lenders
Association of India said all its
members were committed to
compliance with the letter and
the spirit of all regulations.

Dish TV EGM

The Bombay HC had on
Thursday dismissed World
Crest Advisors LLP's appeal
against YES Bank's voting
rights. It was the second time
in a week that this plea had
been turned down.

According to voting results
announced on Friday evening,
789 per cent of the share-
holders voted against Goel’s re-
appointment, 26.10 per cent
against Dua’s and 73.25 per cent
against Venkateish’s. Dish TV,
according to proxy advisory
firms, needed 75 per cent of
shareholders’ votes in its favour
to push through the three res-
olutions. Experts said the com-
pany would now have to take
cognizance of the results. "The
board will have to propose an

ing pattern for the quarter
ended March 31, YES Bank
owns a 24.78 per cent stake in
Dish TV, while the promoters
hold 593 per cent.

This is the second time in
sixmonths that Dish TV share-
holders have rejected the com-
pany's resolutions. Voting
results after the company's
annual general meeting (AGM)
on December 30, 2021, had
shown that 77.6 per cent of the
shareholders voted against the
adoption of annual accounts,
and 789 per cent against the re-
appointment of Ashok Kurien
to the company's board. And,
534 per cent of the share-
holders had voted against pay-
ing remuneration to cost audi-
tors for the 2021-22 financial
year. "There is a dispute
between YES Bank and Dish TV
promoters, so getting the spe-
cial resolutions passed was
clearly a challenge,"
Subramaniam said.

YES Bank claims that it
extended Rs 5,270 crore worth
of loans to 10 Essel group
entities between 2015 and 2018
against shares pledged by the
promoters.

Owing to repayments
issues, it subsequently took
ownership of these shares.
These entities included Dish
TV, in which it was the largest
shareholder.

Toyota...

“This and various other new
models that one shall see in the
coming months from the col-
laboration will give buyers a
range of competitively priced
hybrid models to choose from
and this could be a potential
game-changer," said Puneet
Gupta, director, S&P Global
Mobility and Automotive Sales
Forecasting. With intensifying
competition and the policy-
maker's green technology
push, it's likely to give the
Japanese duo an edge over
rivals, he stated.

Toyota and Suzuki first
came together in 2017 to
develop affordable hybrid, ICE
(internal combustion engine
models), and electric vehicles
for India. Subsequently, Toyota
agreed to supply its hybrid
technology to Suzuki. The two
later agreed to sell each other’s
products in India and overseas
markets. In 2020, they deep-
ened their ties by buying small
stakes in each other.

Toyota has launched the
rebadged version of the Suzuki
Ertiga in South Africa as the
Rumion. The Belta in the
Middle East market is a
rebadged version of Maruti's
sedan Ciaz. Auto

body in different countries has
become an important bench-
mark in terms of how safe a
vehicle is. Rohit Balluja, pres-
ident of the Institute of Road
Traffic Education, who has
been instrumental in bringing
the GNCAP to India, said while
this was a welcome move by the
government and the rating
would be an important source
of information for car buyers in
India, “it would have served
better if it was an autonomous
body and not part of an
authority much the same way
it’s in other auto markets”.

It also needs to collaborate
with other stakeholders such as
insurance companies and cit-
izen welfare groups, as is the
practice elsewhere.

The GNCAP has been test-
ing cars for the Indian market
since 2014 under its “Safer Cars
forIndia” programme. The pro-
gramme aims to promote the
sale of safer cars in developing
markets by empowering con-
sumers with information about
the safety of vehicles. “Bharat-
NCAPwill serve as a consumer-
centric platform, allowing cus-
tomers to opt for safer cars
based on their star-ratings,
while promoting healthy com-
petition among OEMs in India
to ehicles,”

globally have been forgmg alli-
ances and collaborations as
they race to stay on top of the
latest technological trends.

(ar safety...

Over the years, the star rating
awarded by the

the minister said in a series of
tweets. India ranks top in the
world in terms of the number
of persons killed and third on
theinjury list, Gadkari had said
in a written reply in the Rajya
Sabha in April.

More on business-standard.com
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