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Mission Statement

“The CMA professionals would
ethically drive enterprise globally
by creating value to stakeholders in
the socio-economic context through
competencies drawn from the
integration of strategy, management
and accounting.”

About The Institute

The Institute of Cost Accountants of India is a
statutory body set up under Act of Parliament in the
year 1959. The Institute as a part of its obligations,
regulates the profession of Cost and Management
Accountancy, enrolls students for its courses,
provides coaching facilities to the students, oragnises
professional development programmes for the members
and undertakes research programmes in the field of
Cost and Management Accountancy. The Institute
pursues the vision of Cost Competitiveness, Cost
Management, Efficient use of Resources and Structured
Approach to Cost Accounting as the key drivers of
the profession. In today’s world, the profession of
conventional accounting and auditing has taken a
back seat and Cost and Management Accountants are
increasingly contributing towards the management
of scarce resources apply strategic decisions. This has
opened up further scope and tremendous opportunities
for cost accountants in India and abroad.

After an amendment passed by Parliament of India,
the Institute is now renamed as "The Institute of Cost

Disclaimer:

Vision Statement

“The Institute of Cost Accountants
of India would be the preferred
source of resources and
professionals for the financial
leadership of enterprise globally.”

Accountants of India” from "The Institute of Cost
and Works Accountants of India”. This step is aimed
towards synergising with the global management
accounting bodies, sharing the best practices which
will be useful to large number of trans-national Indian
companies operating from India and abroad to remain
competitive. With the current emphasis on management
of resources, the specialized knowledge of evaluating
operating efficiency and strategic management the
professionals are known as "Cost and Management
Accountants (CMAs)”. The Institute is the 2nd largest
Cost & Management Accounting body in the world
and the largest in Asia , having approximately 5,00,000
students and 85,000 members all over the globe. The
Institution headquartered at Kolkata and an office
in Delhi operates through four Regional Councils at
Kolkata, Delhi, Mumbai and Chennai and 114 Chapters
situated at important cities in the country as well as 11
overseas Centres. It is under the administrative control
of Ministry of Corporate Affairs, Government of India.

This publication does not constitute professional advice. The information in this publication has been obtained
or derived from sources believed by The Institute of Cost Accountants of India (ICAI) to be reliable. Any
opinions or estimates contained in this publication represent the judgment of ICAI at this time. Readers of this
publication are advised to seek, their own professional advice before taking any course of action or decision,
for which they are entirely responsible, based on the contents of this publication. ICAI neither accepts nor
assumes any responsibility or liability to any reader of this publication including third party products in respect
of the information contained within it or for any decisions readers may take or decide not to or fail to take.

@2022 The Institute of Cost Accountants of India. All Rights reserved.
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President’s Message

is bringing out the 12 th edition of its Banking, Financial Services and Insurance (BFSI) Chronicle. The first issue

of BFSI Chronicle was launched on the occasion of Foundation Day of the Institute on 28th May, 2020. Since then,
the Chronicle has proved to be an invaluable resource for all stakeholders who consider it important to stay abreast of
important updates and development taking place in BFSI Sector.

It is indeed a great pleasure to know that Banking, Financial Services and Insurance (BFSI) Board of the Institute

The BFSI sector is the most important sector and provides the maximum employment in the service sector. The economy
is highly dependent on the success of the service sector as it provides the highest contribution to the GDP. The Banking,
Financial Services and Insurance are pivotal and CMAs have huge scope both in employment and in practice. The
sector is vibrant and dynamic with change of business proposition and with modification of the rules regulations
imposed by the requlators like RBI, SEBI and IRDAI the role of professionals is epitome for both as a compliance and
also as a consultant to such entities.

I congratulate CMA Chittaranjan Chattopadhyay, Chairman- Banking, Financial Services and Insurance (BFSI) Board
for bringing out the 12 th issue of the BFSI Chronicle. I would like to express my sincere gratitude to the resource
persons who had contributed for the issue by providing their valuable inputs and contribution in the BFSI Chronicle.
hope that the BFSI Board will continue to bring out such valuable documents for the capacity building of the members
and stakeholders.

I wish the BESI Board grand success in all their initiatives.

Wish all the readers a very happy and prosperous new year 2023.

With warm regards,

M

(CMA Vijender Sharma)
President
The Institute of Cost Accountants of India.

The Institute Of Cost Accountants Of India
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Vice-President’s Message

l he Banking, Financial Services and Insurance (BFSI) Board of the Institute would be soon publishing the quarterly
publication and this is the 12 th edition of its Banking, Financial Services and Insurance (BFSI) Chronicle.

The BFSI Chronicle is being sent to the requlators of the BFSI sector and all to various Banks, Financial
Institutions and Insurance Companies.

It creates the interest amongst all the stakeholders about the Institute’s activities in the BFSI sector. The BFSI Board
is regularly conducting webinars, symposiums, certificate courses, publications of relevance and this Chronicle also
has articles from eminent authors in the BFSI sector.

The CMAs are the important fulcrum between the requlator and the Institutions and we feel that this dynamic sector
of BESI needs continuous updation to keep abreast of all changes by the members.The Chronicle caters to such a need
of the hour by providing necessary such knowledge and information in the BFSI sector.

I congratulate CMA Chittaranjan Chattopadhyay, Chairman- Banking, Financial Services and Insurance (BFSI)

Board and his team for bringing out the 12 th issue of the BFSI Chronicle. I also wish you a very happy and prosperous
new year 2023.

With warm regards,

(CMA Rakesh Bhalla)
Vice- President
The Institute of Cost Accountants of India.
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Chatrman’s Message

When you were made a LEADER, you were’nt given a Crown;
you were given the responsibility to bring out the best in others
- Jack Welch

e are in the threshold of a brand new 2023.Take a leap of faith and begin this wonderous new year by
believing in ourselves. I wish and a pray for good health , peace and prosperity for all my CMA families

across the world. When my arms can’t reach people who are close to my heart, I always hug them with
my prayers. There is a whole new world waiting for you on the other side of FEAR. Be a game-changer. The world is
already full of players. We have been positive for the last two years despite the pandemic and negative news across the
globe. Negativity-It can only affect you , if you are on the same frequency. Vibrate higher. Our positive vibes were far
higher in this column and we are here to see the positiuve things happening.

It's not India’s decade , it is India’s century as per Bob Sternfels, CEO, Mckinsey & Co., with all key elements in place-
a large working population, multinational companies reimagining global supply chains and a country leapfrogging
at digital scale- to achieve something special not just for Indian economy, but potentially for the world The economy
seems to have weathered the pandemic fairly well despite hitting a few rough patches in the last two years. India is the
future talent factory for the world.

India has the conditions in place for for an economic boom fueled by offshoring, investment in manufacturing, the energy
transition and the country’s advanced digital infrastructure, Morgan Stanley said in a report titled “ The New India:
Why this is India’s decade “ These drivers will make it the world’s third largest economy and stock market before the
end of the decade. They forecast that India will be the third largest economy by 2027 with its GDP more than doubling
from the current$ 3.4 tn to $ 8.5 tn over the next 10 years.

Swiss brokerage Credit Suisse believes that India is growing faster than what is captured by our official data and is a
strong case for an upgrade of equities outlook in view of India’s GDP acceleration in 2023.

» CRISIL sees Banks” GNPA touching decadal low of 4% by FY 24
» Asper S&P , India is a 'STAR” among emerging market economies with 7.3% growth in FY 23

The Institute Of Cost Accountants Of India
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» India digital payments crossed 20 billion mark in Q2 led by UPI

» As per CRISIL ratings , credit quality of Indian Corporates remains strong

» India to become world’s third largest economy by FY 28 as per IMF

» India’s cash transfer schemes a * logistical marvel” says IMFh

» The real economic growth for India in 2022-23 is expected to be 6.8%, the second highest in G 20

» Fitch sees limited risk to India’s sovereign rating from external head winds and remains confident of Forex reserves

» GST collection over Rs.1.51 trillion in October ,second highest ever

» At Rs. 60 000 cr, Indian Banks post highest profit in Q 2

» India to become third largest economy by 2027 as per Morgan Stanley

» Remittances to India touch USD 100 billion as per World Bank

» India well placed to face global headwinds states World Bank
I along with Officials of the BESI Department attended the Business Standard Seminar titled Business Standard BFSI
Insight Summit at Jio World Centre, Mumbai on 21st and 22nd December 2022. Shri Shaktikanta Das, Governot,
Reserve Bank of India graced the occasion as the Chief Guest. He highlighted the following in his speech with Fire Side
Chat with Shri Tamal Bandyopadhyay, Renowned Journalist and columnist.
Shri Shaktikanta Das, Governor, RBI, is also bullish about the growth in the Indian economy. When asked in a
fireside chat at the BFSI Summit in Mumbai on Wednesday whether a credit growth of 17.5 pct is sustainable the
RBI Governor opined that Credit growth is not exuberant. On the contrary it reflects the underlying fundamentals of
the Indian economy. Das expressed confidence in the resilience of the Indian economy highlighting that several high
frequency indicators used by RBI are in “the green zone”. He, however, expressed his concern over the impact a global
economic slowdown might have on India’s exports and GDP growth as a result. Mir Das was also critical on private

Cryptocurrencies saying that these assets without any underlying security posed a threat to financial stability.

There will be lot many changes. There will be less number of brick and mortar branches and more number of neo banks.
CBDC would rule the commercial transactions in place of paper currency.

@ The BFESI Board did lot of activities for the quarter from October to December, 2022 are as follows:
@ Observance of the World Investor Week from 10th to 16th October, 2022
® Webinar on Infrastructure Financing held on 21st October, 2022

® Cuapital Market Symposium on 28th October, 2022 at Kolkata.

The Institute Of Cost Accountants Of India
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@ Workshop on Due Diligence in Banks from 18th to 20th November, 2022
® Announcement of Winners of the 2nd ICAI National Awards -Essay Contest 2022 for Bankers

@ Completion of the Batch No. 4 of Level-11 of the Certificate Course on Investment Management in association
with NISM from 17th September to 30th October, 2022

@ Release of Handbook on Stock and Book Debts Audit (Revised and enlarged 2nd Edition) on 23rd December, 2022
® Seminar on Banking-India@100 Growth Trajectory for Banks on December 23, 2022 at MMA Management
Centre, Chennai organized jointly by the BFSI Board, SIRC,ICAI and IPA,ICAI along with Madras Management
Association ( MMA)

@ Seminar on Social Stock Exchange- Role of Professionals organized by the BFSI Board, ICAI on 24th December,
2022

In the midst of continuing Ukraine war, we do hope that when the POWER OF LOVE overcomes the LOVE OF
POWER, the world will know PEACE.

With the curtains down on World Cup 2022 , let me conclude with the words “ The game of life is like football. You
have to tackle your problems, block your fears and score your points, when you get the opportunity .

CMA Chittaranjan Chattopadhyay

Chairman
Banking, Financial Services and Insurance Board
The Institute of Cost Accountants of India
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Seasons Festive Greetings from team BFSI to all our esteemed readers!

The Monetary Policy Committee (MPC) is a committee constituted by the Central Government and led by
the Governor of RBI under section 45ZB of the Reserve Bank of India Act, 1934 and was formed with the
mission of fixing the benchmark policy interest rate (repo rate) to restrain inflation within the particular
target level. On the basis of an assessment of the current and evolving macroeconomic situation, the
Monetary Policy Committee (MPC) at its meeting during 5 -7 December 7, 2022 decided to further Increase
the policy repo rate under the liquidity adjustment facility (LAF) by 35 basis points to 6.25 per cent with
immediate effect. The next meeting of the MPC is scheduled during February 6-8, 2023 and we shall keenly
follow the direction taken and bring forward its outcome to our readers. We have seen the US Federal Reserve
Chairman’s recent hints that their central bank will moderate the pace of monetary policy tightening and it
will be interesting to see it’s movements vis-a v-s The Reserve Bank of India’s Monetary Policy Committee
(MPC) in the days to come.

The Indian banks are expected to continue to offer better deposit rates to retail customers as the RBI tries
to balance inflationary trends and economic growth. The Institute and BFSI Board is continuously bringing
out programmes and articles to address these contemporary issues of national importance in the global
context across all verticals of the BFSI sector. We request our readers to stay connected with us through
these programmes, details of which are uploaded on the Institute’s website www.icmai.in from time to time.

The general budget for FY year 2023 is scheduled to be presented by the Hon’ble Finance Minister on 1
February 2023 and indications are that the upcoming budget will be set on the template that will prepare the
Country for the next 25 years and follow the spirit of earlier budgets. The industry leaders are expected to
work out strategies as to how businesses operating in developed countries can look at India as a production
or sourcing hub amid recession fears in the West. This budget will be the full year budget of the present
Government ahead of the Lok Sabha elections which are due in 2024.

We urge our readers to take adequate precautions and follow Government advisories and protocols as may
be issued from time to time resulting from indications of a possible increase in the spread of new variants
of COVID-19 virus.

We wish our readers a happy new year 2023.

Stay safe and happy reading!

The Institute Of Cost Accountants Of India
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RESERVE BANK OF INDIA

www.rbi.org.in

FAIAS e9TH
Executive Director

August 01, 2022

Dea, Sla M/‘?M(ij ,

Thank you very much for your letter of July 26, 2022 and the enclosed BFSI Chronicle
10t Edition (2nd Annual Issue) July 2022. It is indeed a compilation of some very useful
articles.

2. Taking this opportunity to thank you once more for your gesture.

(3 e vm W

Yours sincerely,

G3enm

(Jayant Kumar Dash)

CMA Chittaranjan Chattopadhyay

Chairman-Banking, Financial Service & Insurance Board
The Institute if Cost Accountants of India

CMA Bhawan

12, Sudder Street,

Kolkata 700016

FE FrEfea a7, TR Tatie 91, g9g - 400 001, YRA
W +91-22-2270 4222 0 : edjkd@rbi.org.in

Central Office Building, Shahid Bhagat Singh Marg, Mumbai - 400 001. INDIA
Tel :+91-22-2270 4222 E-mail : edjkd@rbi.org.in
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| am glad to receive the handbook titled as ‘Aide Memoire on

Y TH. g
SURESH N. PATEL

Infrastructure Financing’ brought out by the BFSI Board of the Institute
of Cost Accountants of India. This Handbook is one of its kind to

address issues relating to infrastructure financing broadly.

Sharing of knowledge is one of the best ways of empowering people.
Case studies are also a very powerful medium to learn through
illustrations. This handbook provides both knowledge and guidance in
the field of infra sector with valuable case studies to illustrate the salient

points in appraisal, risk identification and mitigation.

| compliment the efforts of The Institute of Cost Accountants of India for
this excellent initiative. This publication would surely promote sharing of
knowledge, experience and best practices among all stakeholders as

well as public.

| thank you for sharing this handbook with us and also convey our Best

Wishes to you and your team.

Lv\% _/vt,f th ~5 Yours sincerely,
% M

(Suresh N. Patel) /7
CMA Shri Chittaranjan Chattopadhyay,

Chairman — Banking, Financial Services &
Insurance Board

The Institute of Cost Accountants of India,
CMA Bhawan,

12, Sudder Street,

Kolkata — 700016.

Satarkta Bhawan, GPO Complex, Block-A, INA, New Delhi - 110 023
Tel.: 011-24651899, Telefax : 011-24651228

The Institute Of Cost Accountants Of India
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The way forward

CMA C.M. Khurana
Former CGM -CFO Oriental Bank of commerce
Former CGM (credit) -IIFCL

The Institute Of Cost Accountants Of India

Background

As a part of the budget speech FY 2022-23, the
Honourable Finance Minister, proposed to introduce
Digital Rupee to be issued by Reserve Bank India as
a legal tender. With digitalisation of the economies
across the world, specially after the pandemic, the
relevance and importance of a digital currency
issued by the central bank of the country (RBI) is
all the more. The evolution of money to replace the
traditional barter system, to precious metals( like
gold and silver) and then to paper currency has to
now take a dramatic turn to a nonphysical domain
and a ‘sovereign backed’ fiat digital currency is now
going to be a reality. Central Banks across the world
are working on the introduction of digital currencies .

Concept paper on CBDC by RBI

The Reserve Bank of India issued a Concept Note
on Central Bank Digital Currency (CBDC) on 7th
October. The concept paper sought to explain RBI's
approach towards introduction to CBDC and to
create awareness about CBDC in general and the
planned features of the digital rupee. The concept
note explains the objectives, technology choices,
benefits and risks of issuing CBDC.

As per the concept note, RBI broadly defines CBDC
as the legal tender issued by a central bank (like RBI).
It is similar to the sovereign (Government) paper
currency but has a different form (digital as against
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physical paper ),exchangeable at par with existing
currency.Just like paper currency ,it is essentially a
liability of the central bank (and sovereign ) and an
asset of the holding public.The CBDC would coexist
with and complement existing forms of money
promoting, innovation and efficiency .

Functions of money vis a vis CBDC

While there are varied text book definitions of money
, the most simple way to describe it is by the famous
quote -- Money is what money does. Therefore
we need to understand the different functions of
money.Traditionally the functions of money include
a) medium of exchange i.e common medium of
buying and selling in place of barter of goods.
b)measure of value as a yardstick to measure values of
all other goods and services in terms of their money
price. c)money as a standard of deferred payments
facilitating not only the current transactions of
goods and services but also their credit transactions
when present goods are exchanged against future
payments, d) store of value, whereby people hold a
part of their present earnings in the form of money
to be spent in future i.e saving or conserving money
as an asset for future use. Money is thus also a means
of transferring purchasing power.

For CBDC, to be a successful, acceptable currency, it
needs to be capable of performing all the functions
as above. For CBDC to play the role as a medium of
exchange, it needs to incorporate all the features that
physical currency represents including anonymity,
universality and finality. The other three functions as
above shall follow automatically with its universal
acceptability, suitable structure/designing and
delivery. The underlying aim is to build an open
inclusive ,inter-operable and innovative system
which will meet the aspirations of the modern digital
economy of India.

Benefits and Risks

Across the world, central banks of more than 60
counties have expressed interest in CBDC with a
few implementations already under pilot stage and
many other are researching, testing and launching
their CBDC framework. The introduction of CBDC

in India is expected to provide several benefits like
lesser dependency on cash, lesser overall currency
management cost,lesser fake currency issues and
reduced settlement risk.It is expected to to provide
the public/households and the business community
a convenient electronic form of central bank money
with safety and liquidity and provide entrepreneurs/
banks a platform to bring out new products and
services best suited for the customers/end users.
The introduction of CBDC may also entail certain
risks which may have a bearing on important public
policy issues like monetary policy , financial markets
structure, role of banks, and overall financial stability.

Robust Digital Infrastructure

India has created a competitive advantage in its
favour with massive digitalisation of processes, more
particularly the financial transactions. The journey
has been traversed with consistent innovations in
digital payments and RBI has been playing the role
of a catalst. Starting with ECS (Electronic clearing
services) in 1990, we had RTGS (Real time gross
settlement) in 2004, NEFT (national electronic
fund transfer)in 2005, CTS (cheque truncation
system),NACH (national automated clearing house
in 2012 and UPI (unified payments interface) in
2016.The NPCI (national payments corporation of
India) has emerged as an umbrella organisation for
operating retail payments and settlements in India. It
facilitates services like UPI payment, Bharat Bill pay,
rupay card, FASTag, NACH etc.The monthly volume
of transactions has crossed 7000 million under UPIin
October 2022, indicating India’s substantial capability
of handling digital transactions. The facilitation of
non -bank Fintech firms in the payment ecosystem
has further increased the adoption of digital payments
in the country. The impressive progress in digital
payments provides RBI an edge over others in
moving towards a CBDC eco system.

Pilot Run of Digital Rupee in whole sale
segment e 3-W

In line with the approach brought out in the concept
paper,the RBI has launched, on pilot basis ,the
Digital Rupee -whole sale segment on 1st November
2022.In the first pilot case, the Usage of the Digital

The Institute Of Cost Accountants Of India
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Rupee- wholesale currency is for settlement of
secondary market transactions in Government
Securities.This is expected to make the inter-bank
market more efficient. Settlement in CBDC would
reduce transaction costs by pre-empting the need for
settlement guarantee infrastructure or for collateral
to mitigate settlement risk .On day one of the pilot
launch, the nine identified banks undertook 48
transactions aggregating X 275 crores. The pilot
project has got encouraging response and shall gain
momentum over a period of time. Each participating
bank needs to maintain a separate CBDC account
with RBI by transferring requisite amount of funds
to execute the individual transactions of sale and
purchase of government bonds which is done directly
on real time basis with other banks.

Pilot launching of digital in retail

segment el-R

The RBI has launched the retail segment of digital
rupee on pilot basis from 1st December 2022 as
announced earlier. Initially the pilot project will be
operational in 4 cities through four identified Banks
and will cover a ‘closed user group.”As brought out
in the initial concept note, the model/architecture
used for the retail segment is different from the one
used for wholesale segment, taking into account the
suitability and specific requirements of the retail
level. The retail e rupee would be in the form of a
digital token that represents legal tender. It would be
distributed through banks(as intermediaries), which
would offer digital wallets to be stored on mobile
phones/devises of actual users/retail customer.
Transactions can be both person to person (P2P)and
person to merchant (P2M), using QR codes displayed
at merchant locations. As in the case of cash, it will
not earn any interest and can be converted to other
forms of money, like deposits with banks. NPCI is
expected to play a significant role in the retail digital
Rupee segment.

rupee

Way Forward

The technology and modalities for implementation
will evolve over time as the various stakeholders gain
experience based on this pilot projects under both the
whole sale and retail segments. Bkockchain technology

The Institute Of Cost Accountants Of India

is expected to be put to use to ensure transparent,
secured and scalable transactions, overtime.

Going forward, in future, RBI proposes to introduce
CBDC for other whole sale transactions and cross
border payments based on the learnings from the
first pilot case. Similarly in case of retail segment
also the scope of the pilot project may be expanded
gradually to include more banks, users and locations
as needed . The essence of the mechanisms involved
will focus on speed, accuracy, transperency and cost
effectiveness

The digital currency introduced by RBI will have
significant impact on the Indian Economy in general
and Banking sector in particular The new Digital
Rupee issued by RBI shall form a part of the over all
money supply in the economy, which will in turn
impact total demand and prices. The velocity of
circulation of currency will undergo a change too. The
over all cost of transactions is expected to be reduced,
bringing in efficiency. With RBI's own Digital
currency in circulation gaining ground, the role and
of crypto currencies is expected to be impacted too.

In so far as Banks are concerned, new processes
will evolve over time to handle and use the Digital
currency for for the transactions / dealings with
counter parties, depositors and borrowers.

The overall cash dependence in the economy is
expected to come down. The digital currency is likely
to further improve the welfare distribution of funds
.The digital currency can help in evolving modified
improved Banking products and services. It can also
help in prevention of frauds by effectively tracking
end use of funds and ensuring specific utilisation of
funds through suitable programming.

The Digital Rupee has the potential of transforming
the economy and Banking sector in multiple ways.
Real time visibility and insights into the economy
shall be available for policymakers and overall cost
effectiveness and efficiency shall improve creating a
win win situation for all the stakeholders.

C}




BFSI Chronicle, 12" Edition December2022

DUE DILIGENCE

Ct
COR
BAN

CMA (Dr.) P. Siva Rama Prasad
Asst. General Manager (Retd.)
State Bank of India

Hyderabad

RTTFICAT

-OR

PORAT

_OANS BY

ue Diligence is a process of research

and analysis that is initiated before

an acquisition, investment, business

partnership, or bank loan, to determine
the value of the subject of the due diligence or
whether there are any major issues involved. Such
findings are then summarized in a report which is
known as the Due Diligence Report.

To streamline consortium / multiple banking
arrangements, the Reserve Bank of India has been
making regulatory prescriptions from time to time
regarding the conduct of consortium / multiple
banking. Banks have also been advised to strengthen
their information back-up about the borrowers
enjoying credit facilities from multiple banks by
following specified criteria.

Way back in October 1996, the Reserve Bank of India
withdrew various regulatory prescriptions regarding
the conduct of consortium/multiple banking/
syndicate arrangements to bring flexibility to the
credit delivery system. With time, however, it was
observed that the relaxations meant for providing
flexibility to the borrowing community, may also
have contributed to various types of fraud, prompting
the Central Vigilance Commission to attribute the
incidence of fraud mainly to the lack of effective
sharing