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Dear Members,

As we enter the vibrant month of November, I 

am pleased to reflect on the enriching activities 

we organized in October, designed to enhance 

both the knowledge and community spirit of our 

branch.

The month began on a festive note with our 

Navratri Celebration on October 4th, where 

members came together in the spirit of unity 

and tradition. It was wonderful to witness our 

fraternity celebrating our cultural roots with 

such enthusiasm.

On the professional front, we held a series of 

impactful seminars and courses:

· October 7th: We conducted a Seminar 

on  the Use of Technology for GST 

Compliances, equipping members with 

tools to streamline GST processes using 

the latest technological solutions.
· O c t o b e r  1 2 t h :  T h e  S e m i n a r  o n 

U p s c a l i n g  the  L inkedIn  Game for 

Chartered Accountants offered valuable 

i n s i g h t s  o n  l e v e r a g i n g  L i n ke d I n 

e ff e c t i v e l y  f o r  n e t w o r k i n g  a n d 

professional branding. In today's digital 

landscape, this session was a timely 

reminder of the importance of a robust 

professional presence online.

· October  13th :  We launched the 

Certificate Course on Artificial Intelligence 

for Chartered Accountants (AICA) – Level 

1, marking a significant step towards 

future-ready skills. This course aims to 

help our members gain foundational AI 

knowledge, an increasingly relevant area 

for accounting professionals.
· October 21st: The month concluded 

with a Seminar on GST - Recent Landmark 

Judgments and Amendments. This session 

provided an in-depth analysis of pivotal 

GST cases and recent amendments, 

keeping members well-informed and 

prepared for the evolving GST landscape.

I am grateful to each speaker and participant 

who made these events insightful  and 

engaging. The enthusiasm displayed by our 

members reaffirms our collective commitment 

to continuous learning and professional growth.
Looking ahead, let us carry forward the 

energy and knowledge gained from October's 

activities into November. Wishing you all a 

month of productivity and fulfilment.

Warm regards,

CA Sunil Sanghvi
Chairman, ICAI - Ahmedabad Branch (WIRC)

CA. Sunil Sanghvi
Chairman, 

ICAI - Ahmedabad (WIRC)

Chairman’s Message

www.icaiahmedabad.comNovember - 2024 
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Dear Esteemed Members,

With each passing month, our newsletter aims 

to deliver insights and foster knowledge across 

diverse areas, serving as a beacon of continuous 

learning for our vibrant community. This edition 

is no exception, covering a spectrum of topics 

relevant to our profession, from regulatory 

updates to innovative trends in finance and 

mindset.

Starting with CA. Mayur Modha's piece on RBI 

Updates, we gain valuable insights into the 

latest regulatory changes that affect both 

practitioners and clients alike. CA. Parag Raval 

follows with Things You Should Be Aware Of, 

providing essential knowledge to navigate 

today's evolving financial landscape.

Gold has long held a special place in our culture 

and economy, and CA. Ajit C. Shah introduces 

us to Sovereign Gold Bonds, a structured way to 

invest in this precious metal. Shifting focus from 

finance to personal development, Dr. Anurag 

Mehta inspires us with A New Approach towards 

Abundance  and Prosper i ty  Mindset ,  an 

enlightening read on cultivating a mindset that 

promotes both professional and personal 

growth.

For those in insolvency and bankruptcy 

practice, CA. IP. Jigar Bhatt offers key insights 

in Navigating the Claim Verification Process, a 

critical skill for insolvency professionals. 

Rounding off the edition, CA. Swati Panchal 

sheds light on The Rise of AI in Indian Banking, 

highlighting how AI is transforming our banking 

sector, with private entities leading the way and 

the public sector catching up.

Each article is thoughtfully crafted to keep you 

ahead in this ever-evolving landscape. I 

encourage all our members to immerse 

themselves in these rich insights, as they will 

certainly add value to your knowledge.
We invite all members to contribute articles on 

professional development or topics of interest. 

Additionally, if any member has received social 

recognition or accolades, please let us know, as 

we are eager to publish content that adds value 

to our profession.

As Editor and Chairman of the Newsletter 

Committee, I extend my heartfelt thanks to our 

contributors for sharing their expertise and 

perspectives. We hope these articles stimulate 

thoughtful discussion and provide practical 

insights.  Your feedback and continued 

participation are vital to making each edition 

better than the last.

In closing, I would like to wish all members of 

our fraternity a Happy Diwali and a Prosperous 

New Year!

Warm regards,

CA Rinkesh Shah
Editor and Chairman, Newsletter Committee
ICAI-Ahmedabad (WIRC)

Editorial

CA. Rinkesh shah
Editor and Chairman, Newsletter Committee

ICAI - Ahmedabad (WIRC)
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In the month of October-2024, there are various 
M a s t e r  d i r e c t i o n s ,  M a s t e r  c i r c u l a r s , 
notifications issued by RBI, Summary and brief 
understanding of few of them are as under:

Date of issue: 01.10.2024
Master directions/ Master circulars/ 
notifications No.: RBI/FED/2024-25/78
A.P. (DIR Series) Circular.No.17/2024-25
Applicability: All Authorised Dealer Category – 
I banks and Authorised banks
B r i e f  u n d e r s t a n d i n g :  D i r e c t i o n s  - 
Compounding of Contraventions under 
FEMA, 1999:
Accordingly, the Directions issued under earlier 
circulars have been reviewed and the list of 
earlier circulars superseded by this circular is 
given in Appendix to the circular.

Further, in terms of Section 11 (2) of FEMA, 
1999, the Reserve Bank may, for the purpose of 
ensuring the compliance with the provisions of 
the Act or of any rule, regulation, notification, 
direction or order made thereunder, direct any 
authorized person to furnish such information, 
in such manner, as it deems fit. Authorised 
Dealers are therefore, advised to take 
necessary steps to ensure that checks and 
balances are incorporated in systems relating to 
dealing with and reporting of foreign exchange 
transactions so that contraventions of 
provisions of FEMA, 1999, attributable to the 
Authorised Dealers do not occur. In this 
connection, it is reiterated that in terms of 
Section 11(3) of FEMA, 1999, the Reserve Bank 
may impose on the authorized person a penalty 
for contravening any direction given by the 
Reserve Bank under this Act or failing to file any 
return as directed by the Reserve Bank

All AD Category – I bank and Authorised banks 

may bring the guidelines contained in this 
circular to the notice of their constituents.

Date of issue: 04.10.2024
Master directions/ Master circulars/ 
notifications No.: RBI/2024-25/79
A.P. (DIR Series) Circular No. 18
Applicability: All Category - I Authorised Dealer 
Banks
Brief understanding: Due diligence in relation 
to non-resident guarantees availed by 
persons resident in India:
The Reserve Bank of India (RBI) has come across 
instances of guarantees (including Standby 
Letters of Credit [SBLCs] and / or performance 
guarantees) issued by persons resident outside 
India, favouring persons resident in India, which 
are not permitted under the extant FEMA 
regulations.

AD Category-I banks may ensure that 
guarantee contracts advised by them to, or on 
behalf of, their resident constituents are in 
accordance with the FEMA regulations. The 
contents of this circular may be brought to the 
notice of your constituents.

Date of issue: 09.10.2024
Master directions/ Master circulars/ 
notifications No.: RBI/2024-25/80
DOR.STR.REC.45/04.02.001/2024-25
Applicability: All Scheduled Commercial Banks 
(excluding RRBs), Primary (Urban) Cooperative 
Banks & State Cooperative Banks (scheduled 
banks having AD category-I license), and Exim 
Bank
Brief understanding:  Interest Equalization 
Scheme (IES) on Pre and Post Shipment Rupee 
Export Credit:

Government of India, vide Trade Notice 

RBI Updates

Contributed by: 

CA. Mayur Modha
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No.18/2024-2025 dated September 30, 2024, 
has allowed for an extension of the Interest 
Equalization Scheme for Pre and Post Shipment 
Rupee Export Credit ('Scheme') for three 
months up to December 31, 2024, with the 
following modifications to the Scheme:

· Fiscal benefits of each MSME, on 
aggregate, will be restricted to ₹50 lakhs 
for the Financial Year 2024-25 till 
December 31, 2024.

· Accordingly,  MSME manufacturer 
exporters who have already availed 
equalisation benefits of ₹50 lakhs or 
more in the Financial Year 2024-25 till 
September 30, 2024, will not be eligible 
for any further benefit in the extended 
period.

Other terms and conditions/provisions of the 
extant instructions issued by the Bank on the 
captioned Scheme shall remain unchanged
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A. Income Tax benefits available to Ganpati 
Mandals:

Festive season was on and so it would be 
great to analyse the income tax benefits 
available to Ganpati Mandals:

I. Section 11 – Exemption of Income from 
Propert y Held for  Charitable or 
Religious Purposes 

1. Applicability:
Ganpati Mandals can avail tax exemption 
on income if they are constituted as a 
trust, society, or charitable institution and 
are engaged in religious or charitable 
purposes.

The income applied towards charitable or 
religious purposes within India is exempt 
from tax under Section 11.

I f  the  mandal  or  temple  receives 
anonymous donations (donations without 
the donor's identity), these can be taxed at 
30%, except when such donations are 
exclusively for religious purposes.

2. Conditions:
At least 85% of the income must be 
applied for religious or charitable 
purposes during the year.

If the mandal fails to apply the full 85%, 
the shortfall must be spent within the next 
year or applied for exemption under 
Section 11(2) by submitting Form 10.

Income that is not applied within the 
specified time and not accumulated or 
invested according to the provisions will 
lose its tax-exempt status.

3. Accumulation of Income:
If the mandal wishes to accumulate the 
income for future use (up to a maximum of 
5 years), it must file Form 10 and specify 
the purpose of accumulation.  The 
accumulated income should be invested or 
deposited in prescribed modes (like 
government securities or bonds).

II. Section 12 – Eligibility for Exemption:

1. Section 12 treats the income of 
charitable and religious trusts registered 
under 12AB as exempt.

2. Ganpati Mandals must register under 
Section 12AB to claim exemption. Failure 
to register can lead to taxation of the 
entire income of the mandal.

3. 12AB registration needs to be renewed 
every five years.

I I I .  Section 80G –  Deduction for 
Donations to Mandals:

1. Donations made to Ganpati Mandals 
that have obtained Sec. 80G certification 
are eligible for deduction in the hands of 
the donor.

2. The donor can claim a deduction of 50% 
of the donation amount. However, the 
deduction is capped at 10% of the donor's 
adjusted gross total income.

3. A very important criteria is that the 
donation is not expressed to be for the 
benefit of any particular rel igious 
community or caste

Things You Should Be Aware Of

Contributed by: 

CA. Parag Raval
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4. The mandal must maintain proper records 
and issue receipts to donors in the prescribed 
format. These receipts must contain the 80G 
registration number and details about the 
donation.

5 .  Mandals  must  renew their  80G 
registration periodically, like Section 12AB 
registration.

IV. Audit Requirements:

1. Mandals whose income (before claiming 
exemption)  exceeds the maximum 
amount not chargeable to tax (currently 
Rs. 2.5 lakh) must undergo a statutory 
audit.

2. The audit report is filed in Form 10B, and 
it must be submitted before the due date 
of filing the income tax return.

3 .  N o n - c o m p l i a n c e  w i t h  a u d i t 
requirements can lead to the mandal 
losing its tax-exempt status for that year.

V. Conclusion:

Failure to comply with any of these 
regulations can lead to a loss of tax 
exemptions and penalties from the 
Income Tax Department. Hence, regular 
financial oversight and professional 
assistance are highly recommended for 
Ganpati Mandals.

B. Even Married Daughter can be Karta of her 
Father's HUF

The Hon'ble Delhi High Court, in its elaborate 
judgement in Manu Gupta v. Sujata Sharma & 
Othres, RFA (OS) 13/ 2016, Judgement dated 
04.12.2023 has held that :

1. Birth in the Joint Hindu Family, seniority 
b y  a g e ,  a n d  s t a t u s  o f  b e i n g  a 
C o p a r c e n e r  a r e  t h e  n e c e s s a r y 
qualifications to become a Karta. 

2. The explicit language of section 6 post 
amendment by the Hindu Succession 
(Amendment) Act, 2005 confers an 
equal status of Coparcener on woman 
(daughter) equating her rights to be at 
par with a son. 

3. The Court noted that the scope of the 

express words within the body
    of section 6 of the Act cannot be 

curtailed by making a reference to the 
Preamble which refers to 'inheritance' 
(viz., to amend and codify the law 
relating to intestate succession among 
Hindus). Placing reliance on judgement 
in R. Venkataswami Naidu vs. Narasram 
Naraindas (1966) 1SCR 110, it was 
observed that, though Preamble is a key 
to interpreting the statute, it cannot 
restrict the enacting part of the statute 
when it is clear, wide and unambiguous. 

4. Referring to the Supreme Court 
j u d g e m e n t  i n  R a i c h u r m a t h a m 
Prabhakar vs. Rawatmal Dugar (2004) 4 
sec 766, the court held that the heading 
or title of a provision (viz., section 6) 
plays a limited role in the construction 
of statutes. IIn the event of a dispute 
between the plain language of the 
provision and the meaning of the 
heading or title, the interpretation that 
is clearly and obviously visible from the 
language of the provision thereunder, 
shall prevail. 

5. Section 6 of the Act, 1956, post 2005 
amendment, in clear and unambiguous 
words, confers equal rights as a 
coparcener to a daughter as well as the 
son. 

6. The Amendment to section 6 of 
the Act, redefines the meaning of 
coparcenary as understood under the 
traditional Hindu Law, which is no 
longer limited to devolution of interest 
in the coparcenary property alone but 
encompasses all other incidents of a 
Coparcener, including the right to be a 
Karta. 

7. Interpreting the provision in a 
manner that a  woman can be a 
coparcener but not a Karta of HUF 
would not only be anomalous, but also 
be against the stated Object of the 
introduction of the amendment. 

8. Thus, it was held that, even a 
married daughter who has been 
accorded a status of coparcener in her 
father's HUF, can be the Karta of the 
said HUF. 
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C. Valuation report by the DVO alone cannot 
form a basis for reopening of completed 
assessment: Delhi HC

Divine Infracon Private Limited Vs DCIT,    
Case Number: W.P.(C) 2516/2016

Facts:

1. The AO re-opened the assessment for 
impugned AYs based on the valuation 
report issued by Departmental Valuation 
Officer (DVO) estimating the value of 
investment made by Assessee at Rs. 
211.99 Crore.

2. The AO stated that since the valuation 
report was not available at the time of 
original assessment, therefore the 
amount of Rs. 211.99 crores represents 
income of the assessee chargeable to tax 
which has escaped assessment even 
though the Assessee had declared the cost 
of property under the head “Fixed Assets 
and Capital WIP” at Rs. 592.13 Core.

Hon Delhi HC held as below:

1. The power of Income Tax Officer to 
reopen assessment though wide are not 
plenary, as the words of statute are 
“reason to believe” and not “reason to 
suspect”.

2. The expression “reasons to believe” 
does not mean a purely subjective 
satisfaction on the part of the AO, the 
reason must be held in good faith and 
cannot be merely a pretence.

3.  Valuation report received after 
assessment can constitute a valid basis for 
initiation of re-assessment proceedings 
provided the information is more than 
mere rumour, gossip or a hunch and there 
is some justified material for initiating 
action u/s. 147 of the Income Tax Act.

4. There is no statement or discussion by 
the AO as to what was the basis and why he 
should proceed on the valuation report, its 
contents and why he should rely on the 
same.

5. The reasons do not reflect that AO has 
applied his mind to the facts of the case to 
ascertain as to whether in fact the 

Assessee had already declared the value 
of the aforesaid property under “Fixed 
Assets and Capital WIP” or whether such 
valuation is correct and proper and not.

6. The notice issued u/s. 148 of the Income 
Tax Act is hereby quashed and set aside 
along with the proceedings initiated 
consequent to issuance of such notices.

D. Does Electricity Bills paid in cash to 
Maharashtra State Electricity Distribution 
C o m p a n y  L t d .  [ M S E D C L ]   a t t r a c t 
disallowance u/ s. 40A(3) of the Income Tax 
Act?

1. Section 40A (3) of the Act provides that, 
where an assessee incurs any expenditure 
in respect of which payment(s) made 
otherwise than by an account payee 
cheque/draft/electronic clearing system 
exceeds Rs.10,000/-, no deduction shall be 
allowed in respect of such expenditure. 
Rule 600 carves out certain exceptions 
which interalia in clause (b) includes 
payment made to the 'Government' where 
under rules framed by it, such payment is 
required to be made in legal tender.

2. Quite often, a question arises whether 
cash payments made for electricity bills to 
MSEDCL or payments to various similarly 
placed Government Companies would be 
hit by disallowance under section 40A(3) 
of the Act?

3. Article 12   of t the Constitution of India 
reads as under :

"State includes the Government and 
Parliament of India and Government and 
Legislature of each of the States and all 
local or other authorities within the 
territory of India or under the control of the 
Government of India."

. The term 'Government' is much wider 
under the Constitutional set up. However, 
the expression "other authorities" used in 
Article 12 is neither defined in the 
Constitution of India nor in any other 
statute. 

4. The Supreme Court in Som Prakash 
Rekhi v. UOI, AIR 1981 SC 212, while 
interpreting the expression "Other 
authorities" laid down certain tests and 
has held that, if anybody or organization 
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falls within the criteria it can be considered that 
it falls within the term "State". As held, the 
expression 'other authority' is not confined only 
to statutory corporations alone, but also 
e x te n d s  to  a  n o n - s t a t u to r y  b o d y  l i ke 
government company, a registered society, or 
bodies which have nexus with the government. 

5. In the context of Income Tax law, the 
term 'Government' used in Rule 600(b) 
includes even the autonomous bodies 
w h i c h  p a r t a ke  t h e  c h a r a c t e r  o f 
instrumentalities of the Government. 
Applying the core test of degree of 
control over management and policy 
decisions, the autonomous bodies like 
MSEDCL or MSRTC or the Warehousing 
Co r p o r a t i o n  e tc .  a r e  h e l d  to  b e 
instrumentalities of the Government.

6. Thus, on application of the above tests, 
once it is shown that MSEDCL or other 
similarly placed Government Companies 
fall within the ambit of "State" within the 
meaning of Article 12 of the Constitution, 
the payments in cash made to them 
cannot be subjected to disallowance 
under section 40A (3) read w ith Rule 600.

[Ref:  Sapna Sanjay Raisoni v. ITO, ITA 
No.1267/Pun/2014;  Narayan Rice Mills v. 
CIT, !TA No. 732/Kol/2015 Order dated 
07.06.2017).

E. Intricacies of Sec 43CA:

Introduction:

1 .  Tax  on real  estate or  property 
transactions typically gets covered under 
capital gains. However, there are certain 
exceptions, like when such real estate is 
held as stock-in-trade.

2. In this case, the taxation would then 
need to be evaluated as business income. 
Regardless of the mannerism of taxation, 
real estate is often associated with black 
money, which also directly results in the 
proliferation of taxes.

Sec 50C:

In order to check this proliferation of tax, 
section 50C was introduced in the Income-
tax Act, by virtue of which the stamp duty 
value assessed or assessable by the Stamp 

Valuation Authority is deemed as the full 
v a l u e  o f  s a l e  c o n s i d e r a t i o n 
received/accrued on sale of a capital asset, 
being land or building or both.

Intricacies of Sec 43CA:

1. Section 43CA shall apply only to land or 
building or both, held as stock-in-trade 
(builders). In order to determine the 
undervaluation of land or building, if any, 
in the sale agreement, section 43CA uses 
the value adopted by the Stamp Valuation 
Authority (SVA) on which stamp duty is 
payable, as per the State Government 
rules.

2. If the sale consideration received or 
claimed to be received by the seller on the 
sale of the land or building or both is less 
than the adopted by SVA, then such value 
adopted by SVA would be considered as 
the actual sales price received or accruing 
to the seller.

3. If the stamp duty value adopted by the 
SVA does not exceed 110% of the actual 
consideration, such actual consideration 
received/receivable by the taxpayer would 
be considered as the full  value of 
consideration, and the tax would be 
computed accordingly.

4. If the seller does not accept the value 
adopted by SVA and believes that the 
stamp duty value determined is higher 
than the fair market value as on the date of 
transfer, he has an option to present his 
claim before the tax officer and request 
him to obtain the valuation of the property 
as per a valuation officer ('VO'). In addition 
to the taxpayer requesting such reference 
to VO, another condition to be satisfied is 
that the value adopted by SVA has not 
been disputed in any revision or appeal 
before any Court or the High Court or any 
other authority.

F. Penalty for violation of section 
269SS/ 269T cannot be levied for 
genuine transactions between sister/ 
group concerns

The Hon'ble Jaipur Tribunal after analyzing  a 
plethora of judgements has held that, penalty  
under  section  271D and section 271E of the 
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group companies or sister concerns . The 
Tribunal noted that,

1.  Sec. 269SS and sec.269T is attracted when 
there is acceptance of loan or deposit in 
cash and repayment thereof in cash. 
Penalty for violation thereof is leviable 
u/s. 271D and u/s. 271E respectively. 
Sec.273B provides that penalty shall not 
be imposed if the assessee proves that 
there was a reasonable cause for failure.

2. The transfer of money from one company 
to another within the group, with a specific 
intention, is a mere book adjustment and 
cannot be considered as loan or deposit.

3. The transactions inter-se between the 
sister concerns cannot partake the nature 
of either "deposit" or "loan", though 
interest might have been paid on the same. 
I           In other words, such transactions 
cannot be construed as loan or deposit  but  
are  only  current   account transactions 
within the sister (group) concerns.

4. As held by the Hon'ble AP High Court in 
Gururaj Mini Roller Flour Mills v. ACIT 
(2015) 118 OTR  218 making book 
adjustment of funds by a firm vis-a-vis its 
sister concern, can by no means be said to 
b e  t h e  o n e  t a ke n  i n  v i o l a t i o n  o r 
contravention  of the said provisions. 

5. The main intention of the provisions 
of sections  269SS and 269T is to check 
the inflow of unaccounted money. 

6. In these type of genuine and 
recorded transactions between sister 
concerns, it cannot be said that the 
assessee has entered into a transaction 
to avoid the payment of tax or to 
defraud the Revenue.

7. B o n a fi d e  b e l i e f  co u p l e d  w i t h  t h e 
genuineness of the transactions will 
constitute a reasonable cause for not 
invoking the provisions of section 271D 
and section 271E.

8. Section 269SS/269T has to be necessarily 
read along with section 273B of the Act 
and it is essential to consider whether 
there was a reasonable cause for the 
failure as envisaged under the Act. 
Resultantly the penalties levied u/s.271D 

and u/s.271E were deleted.

[ #Lok Vikas Housing Funds Ltd vs Additional 
CIT, ITA No. 452/JP/1999, Order dated 
12.01.2023 (Jaipur ITAT)]

G. Reworking the value of investments held in 
a subsidiary by applying the DCF method is 
permitted, if correctness of valuation is 
proved: Delhi ITAT

Leela Tourism and Heritage Pvt. Ltd. 
v e r s u s  A C I T  C a s e  N u m b e r :  I T A 
No.3685/Del/2023

Facts:

1. The assessee, a fully owned holding 
company holding of foreign subsidiary 
(through SPV), issued 10 lakh equity 
shares of Rs.10/- at a premium of Rs.70/- 
stated to be determined as per the 
valuation of asset and liabilities of the 
company.

2. The return filed by assessee was 
subjected to scrutiny, where the AO 
observed that the assessee has received 
large premium on issue of equity shares to 
M/s. Legacy Food Pvt Ltd.

3 .  T h e  a s s e s s e e  h a s  a d v a n c e d  a 
justification that the valuation of hotel 
asset proposed to be used as hotel 
building stood substantially converted to 
hotel apartment and this change in the 
building plan leading to high earning 
potential and revenue generation has led 
to higher valuations determined by using 
the Discounted Cash Flow (DCF) method. 
This has resulted into a valuation of shares 
at Rs. 51.92 crore of subsidiary company as 
against Rs. 21.24 crore reflected in its 
books. Income Tax Act for violation of 
section 269SS and section 269T cannot be 
levied, for transactions between the 

4. The AO thus invoked the provisions of 
Sec. 56(2)(viib) of the Income Tax Act and 
held that consideration received by way of 
share premium on issue of equity shares is 
in excess of FMV and a sum to the extent of 
Rs.6,10,00,000/- collected by way of share 
premium falls within the ambit of deeming 
fiction and thus susceptible to tax.
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ITAT Delhi held as below:

1. On perusal of extant provision of 
Section 56(2)(viib) r.w. Explanation 
thereto, the Bench noticed that for the 
purposes of the said provision, the FMV of 
t h e  s h a r e s  s h a l l  b e  t h e  v a l u e  a s 
determined in accordance with such 
method as may be prescribed under Rule 
11UA of the Income Tax Rules, which 
includes DCF method of valuation.

2. Coupled with this and in addition 
thereto, the assessee is also entitled to 
substantiate the FMV to the satisfaction of 
the AO based any rational basis.

3. The method adopted for reworking of 
the subsidiary company by applying the 
DCF method or any known method is 
permissible as long as the assessee is able 
to establish the correctness of the 
valuation in the light of the valuation 
report furnished.

4. The appeal is hereby allowed.

H.   Some notable  aspects  of  TDS 
obligation under section 195 of the 
Income Tax Act,1961

a. All payments to non-resident, other than 
salaries, which are chargeable to tax under 
the Act, are covered for TDS obligation u/s. 
195 of the Act.

b. There is no threshold limit for obligation 
to deduct TDS under section 195.

c. However, TDS obligation under section 
195 does not apply if sums are not 
chargeable to tax in India . TDS obligation 
arises only when there is a sum chargeable 
under  the  Act .  For  instance,  TDS 
obligation under section 195(1) does not 
apply w.r. to payments exempt in hands of 
non-resident under section 10 of the Act 
or which are outside the scope of 
'Income' of non-resident as defined under 
section 5 of the Act.

d. The words used in section 195(1) are 'any 
person' responsible for paying to a non-
resident. Thus, legal status of the payer is 
not irrelevant: everyone including an 
individual or HUF not liable for audit is also 
covered .

e. Resident making payment to a non-
resident even in INR has to consider 
section 195.

f. Section 195 doesn't apply on a Resident 
but Not Ordinarily Resident (RNOR).

g. Non-resident making payment to another 
non resident is also covered, if payment is 
chargeable to tax in India .

h. For  TDS under sect ion 195(1)  the 
exchange Rate to be adopted shall be the 
TT buying rate of SBI, i.e. rate adopted by 
SBI for buying such currency.

i. TDS deduction shall be at the rates in force 
i.e. as per r Income Tax Act or DTAA, 
whichever is more beneficial.

j. Application by the payer under section 
1 9 5 ( 2 )  f o r  d e t e r m i n a t i o n  o f  T D S 
deductible can be filed in Form no.15E 
(online) in terms of Rule 29BA of the 
Income Tax Rules, 1962.

k. Application by payee under section 195(3) 
for certificate for Nil TDS can be filed in 
Form no.150 (online) in terms of Rule 298 
of the Income Tax Rules, 1962.

I. Carry forward of losses in the case of 
takeover of a company undergoing NCLT 
proceedings:

Introduction to Sec. 79:

1. Section 79 of the Income Tax Act 
provides that carry forward and set off of 
business and capital losses shall be 
allowed only if there is continuity in the 
beneficial ownership of shares having 51% 
of the voting power.

2. Thus section 79 expressly prohibits carry 
forward of loss and depreciation by the 
Corporate Debtor after the takeover by a 
new successful bidder as the shareholding 
undergoes complete change and there is 
no continuity of 51% of beneficial 
ownership. 

2018 amendment:
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1. In order to overcome this and to allow 
the benefit of carry forward of losses as 
well as unabsorbed depreciation to the 
Co r p o r a t e  D e b to r,  p u r s u a n t  to  a 
resolution plan, Section 79 has been 
amended with effect from 1-4 2018 by 
adding a new proviso.

2. It is reproduced as follows:

“Provided also that nothing contained in 
this section shall apply to a company 
where a change in the shareholding takes 
place in a previous year pursuant to a 
resolution plan approved under the 
Insolvency and Bankruptcy Code, 2016, 
after affording a reasonable opportunity 
of being heard to the jurisdictional 
Principal Commissioner or Commissioner.”

3. A plain reading of the above proviso 
indicates that once the Resolution Order is 
passed by the NCLT, Section 79 will not be 
applicable on the Corporate Debtor.

Procedural aspects:

1 .  T h e  o n l y  co n d i t i o n  i s  t h a t  t h e 
jurisdictional Principal Commissioner of 
I n co m e  Ta x  ( P C I T )  i s  a ff o r d e d  a n 
o p p o r t u n i t y  o f  b e i n g  h e a r d , 
u n d e r s t a n d a b l y  i n  t h e  Co r p o r a te 
Insolvency Resolution Process (CRIP) 
proceeding.

2. Some of the benches of the NCLT take 
this opportunity of being heard to the 
department as sufficient compliance 
under the amended second proviso of 
section 79 and accordingly give clear 
direction in the Resolution Order to allow 
past losses of the Corporate Debtor to be 
carried forward. (Antanium Holdings Pte 
Ltd vs Sujana Universal Industries … on 17 
May, 2021  NCLAT, Chennai,  Company 
Appeal (AT) (CH) (Ins) No.07 of 2021).

3. However, in many other cases, the NCLT 
bench gives a general observation that losses 
of the past years shall be carried forward as 
per law and the Corporate Debtor may 
approach the jurisdictional PCIT who will pass 
necessary order under section 79 to carry 
forward the losses.
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Sovereign Gold Bands are Government 
securities denominated in grams of Gold. We 
know that up to assessment year 2015-16, 
Wealth Tax Act was in force and assesses are 
required to file return of wealth tax, if their 
wealth or ornaments cost is more than 
Rs.5,00,000. For the value of gold or silver 
ornaments they have to attach valuation report 
of ornaments by approved valuer. After 
abolition of Wealth Tax Act, High Net worth 
Individuals were keeping valuation report with 
them for their safety. Gold ornaments are 
valued on the base of carets like 24 carets, 22 
carets, 18 carets or 12 carets according vale is to 
be calculated.

So far as silver ornaments or utensils are valued 
as per 999 touch silver.

 Sovereign Gold Bonds were introduced by 
Indian Government, in November, 2015, as a 
part of Gold Monetization Scheme. The 
purpose of this scheme was to invest gold as a 
Digital instead of Physical Gold. The bond is 
issued by Reserve Bank of India on behalf of 
Government of India.

The quantity of gold for which the investor pays 
is protected, since he receives the ongoing 
market price at the time of redemption / 
premature redemption. The SGB offers a 
superior alternative to holding gold in physical 
form. The risks and costs of storage are 
eliminated. Investors are assured of the market 
value of gold at the time of maturity and 
periodical interest @ 2.5% payable after every 
six months. Please remember that this interest 
is taxable. The bonds are held in the books of 
the RBI or in demat form eliminating risk of loss 
of scrip etc.

If the market price of gold declines, there may 

be a risk of capital loss. However, the investor 
does not lose in terms of in terms of the units of 
gold which has paid for.

Eligible Investor:
Any persons resident in India as defined under 
Foreign Exchange Management Act. 1999 are 
eligible to invest in SGB. Persons include 
individuals, Hindu Undivided Families, trusts, 
universities and charitable institutions. 
Individual investors with subsequent change in 
residential status from resident to non-resident 
may continue to hold SGB till early redemption 
or maturity. 

One or more individual jointly can invest. Even 
minor can also invest but application is to be 
signed by either his/her father or mother.

Tenure of Investment:
From the date of investment, tenure will be of 8 
years. If investor wish to make redemption of 
SGB, can make only after 5 years of investment.
During the financial year person can invest in 
multiple of 1 gram and maximum investment 
during the year for individual and HUF is 4Kgs 
and for trust 20Kgs. 

If RBI wish to issue new scheme, the new price of 
SGB will announce, which will be decided on the 
base of gold price of last three days of week. 
SGB is also tradable at Stock Exchange.

A person can take loan, against SGB as Collateral 
Security.

Redemption of SGB:
On maturity, the gold bonds shall be redeemed 
in Indian Rupees and the redemption price shall 
be based on simple average of closing price of 
gold of 999 purity of previous three business 
days from the date of repayment. Published by 

Do you know about Sovereign Gold Bond?

April-2024

Contributed by: 
CA. Ajit C. Shah
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the Indian Bullion and Jewelry Association 
Limited.

Amount of interest and redemption will be 
credited to the bank account furnished by the 
customer at the time of buying the bond.

Bond holder can gifted or transferred to a 
relative, friend or anybody who full fills the 
eligibility criteria, that means recipient must be 
Indian Resident, HUF, trusts, universities and 
charitable institutions. The bonds shall be 
transferable in accordance with the provisions 
of the Government Securities Act, 2006 and the 
Government Securities Regulations 2007 
before maturity by execution of an instrument 

of transfer which is available with the issuing 
agents.

To understand this scheme take following 
example:
Mr. Shah has invested in SGB at the time of first 
issue, in November, 2015 at issue price of 
Rs.2,684 per unit. In April, 2023 reserve Bank of 
India has fixed the price of Rs.6.038 per unit as 
premature Redemption.
In the above case Mr. Shah get Rs.3,354 per unit 
as capital gain, which is not liable to tax. Over 
and above this Mr. Shah has received interest 
which is considered as income.
It is advisable to invest in Sovereign Gold Bond 
as safety.
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We all want happiness and prosperity in our 
lives. Every Deepawali we wish each other a 
prosperous new year as well. We usually think 
prosperity is accumulation of wealth, riches and 
resources and if we work hard, we can achieve 
prosperity. That is correct thought but leaves an 
important element to achieve sustainable 
prosperity. 

We need to approach prosperity with an entire 
shift in our paradigm in the way we understand 
it.

Scarcity mindset: When ego dominates in a 
selfish way, it creates a scarcity mindset in the 
individual. Scarcity mindset is inversely 
proportional to self-esteem as well as is an 
opposite to abundance. When we don't feel 
confident about our abilities, we tend to be 
dominated with the thoughts of survival issues 
leading to lack of trust on self and others as well 
as greed to accumulate. When we are not able to 
accumulate, we feel less, scarce and our ego 
feels hurt. This happens even when we don't 
really need that thing that makes us feel scarce 
except that we were operating from the 
vantage point of ego after all.

Feelings, emotions, traits and habits like anger, 
anxiety and related stress, greed, jealousy, 
wanting to dominate and/or defeat others, 
selfishness, irritation, fighting with others, 
cheating, stealing, over-thinking among many 
other become second nature to the individual 
which has its obvious consequences.

Abundance and Prosperity mindset: When 
one operates from the feeling of abundance 
emanating from high self-worth, one feels 
complete and is confident of dealing with any 
unfavourable s ituation or  person.  The 
behaviour of such an individual is dominated by 
love, care compassion, gratitude, forgiveness, 
teamwork, support, sharing and helping, 

philanthropy, generosity and related attributes.

Prosperity is a natural by-product of an 
abundance mindset. When one operates life 
from the feeling of 'I have enough', it doesn't 
mean he doesn't want to work towards 
achieving more, it means he has enough for 
today and tomorrow he can have even more. 
Real prosperity means having sustainable 
growth instead of a greed for the accumulation 
of wealth. Sustainability occurs only when one is 
at peace of mind and not led by a scarcity 
mindset of unending desires.

Ma Lakshmi and Ma Saraswati: What is the 
difference between needs and wants – God 
knows more about what you need than what you 
may want for yourself! Our shastras say, when 
Saraswati is happy, she brings her sister Lakshmi 
with her. We know Ma Lakshmi is Chanchal but 
when she comes with Ma Saraswati, she stays. 
That is what is sustainability and prosperity!!! As 
Indians we need a paradigm shift in our cultural 
mindset on prosperity. We need to give equal 
focus to Ma Saraswati (wisdom, knowledge and 
ethical mindset) in our Diwali poojan rituals as 
we give to Ma Lakshmi. Only then we have the 
right to request Ma Lakshmi to stay with us for 
long – and that is what is called prosperity!!

Our Vantage Point: So, having understood 
abundance and scarcity, where do you think you 
operate from in your life? More importantly, as a 
p a r e n t ,  s p o u s e ,  f r i e n d ,  b o s s /  l e a d e r, 
professional, expert, colleague, employee and 
sub-ordinate, what is your vantage point of 
looking at the dynamics of life as it presents 
itself to you every moment?

Abundance mindset is not only the abundance 
on the outside. Abundance is a mindset that 
stems out from feeling good about self. It is 
about being fearless about the outcome and 
knowing that things will work out well in the 

New Approach towards Abundance and Prosperity Mindset

Contributed by: 
Dr. Anurag Mehta
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end. It is about high and naturally sustaining 
self-esteem. Having an abundance mindset 
leads to avoidance of conflict because there is 
no feeling of scarcity and insecurity that leads to 
conflict.

Children from young age need to be trained on 
raising their self-esteem and think abundant. 
Children coming from various backgrounds may 
be exposed to different conditioning which calls 
for an even higher need for the parents and 
education system to take the lead and help 
children to come out of scarcity driven 
emotional and mental exposure and train them 
to think better and progressive so as to create a 
responsible and emotionally intelligent adult 
and therefore a beautiful human society. 

So, it boils down to the fact that one cannot 
lecture about positive habits to a scarcity 
dominated individual and expect a related 
c h a n g e  i n  b e h a v i o u r.  H e n c e  a  l a r g e 
responsibility and onus of progression towards 
a higher state of emotional intelligence as a 
society lies together in the hands of parents and 
the education system.
Remember, abundance mindset is natural to 
us….
true prosperity is when one doesn't need 
anything to feel complete or happy. 

Wish you a very happy Diwali and a prosperous 
and abundant life !!!
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In the framework of the Insolvency and 
Bankruptcy Code (IBC), claims lie at the very 
foundation of the Corporate Insolvency 
Resolution Process (CIRP) and the Liquidation 
Process. This edifice is constructed upon the 
resolution of debts owed by the corporate 
debtor, encapsulating every claim from all 
stakeholders. Recognizing the breadth of these 
claims is critical, as each represents the financial 
interests of those seeking resolution or 
repayment through the insolvency resolution 
process.
A one of the central duties of the Interim 
Resolution Professional (IRP), Resolution 
Professional (RP), or Liquidator is to verify the 
claims submitted by creditors. This intricate 
process involves a thorough examination of the 
documents provided by claimants, which 
includes historical contracts, calculations 
s u p p o r t i n g  t h e  c l a i m e d  a m o u n t ,  a n d 
assessments of any limitations or disputes 
related to the claim. Additionally,  the 
I R P / R P / L i q u i d a t o r  m u s t  s c r u t i n i z e 
counterclaims, payment records, and verify 
documents against the corporate debtor's own 
records. This careful cross-verification ensures 
that claims are authentic and align with the 
corporate debtor's liabilities, forming a credible 
basis for resolution or liquidation.

Under the IBC, the IRP/RP or Liquidator is 
granted a very limited timeframe to complete 
the verification of claims—typically within 
seven days during the CIRP and thirty days 
during the liquidation process. This accelerated 
timeline underscores the urgency of claim 
verification as a preliminary step, necessary for 
filing the constitution of the Committee of 
Creditors (CoC) in CIRP or the Stakeholders' 
Consultation Committee (SCC) in liquidation. 
These committees play a pivotal role in steering 
the resolution or liquidation process forward, 

and their accurate composition hinges on the 
comprehensive verification of all claims 
beforehand.
The IBC prescribes specific responsibilities for 
the IRP/RP/Liquidator, directing them to 
undertake a comprehensive verification process 
for claims within stringent timelines. Some key 
sections and regulations shaping this duty 
include:

· Section 15  mandates  the  publ ic 
a n n o u n c e m e n t  o f  t h e  co r p o r a te 
insolvency process, stipulating the last 
date for submission of claims.

· Section 18(b) highlights that the IRP 
m u s t  r e c e i ve  a n d  co l l a te  c l a i m s 
submitted in response to the public 
announcement made under Sections 13 
and 15, ensuring no claim is overlooked.

· Section 21(1) requires the IRP to collate 
claims received and assess the financial 
position of the corporate debtor to form 
a Committee of Creditors (CoC). This 
forms the basis for progressing the 
resolution process, ensuring all claims 
are reviewed and accounted for.

· Section 25(2)(e) outlines that the RP 
must keep an updated list of claims to 
reflect any developments or changes in 
claim amounts throughout the CIRP.

· Section 35(1)(a) and Sections 38-39 
provide that the Liquidator,  in  a 
liquidation scenario, must verify claims 
b a s e d  o n  d o c u m e n t s  s u b m i t te d , 
including any financial records available 
with the Information Utility, bank 
s t a t e m e n t s ,  a n d  o t h e r  r e l e v a n t 
documentation.

IBBI (Insolvency Resolution Process for 
Corporate Persons) Regulations, 2016 

Navigating the Claim Verification Process: 
Key Insights for Insolvency Professionals

Contributed by: 
CA. IP. Jigar Bhatt
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(Regulations 7, 8, 8A, 9, 10, and 12-14) provide a 
f r a m e w o r k  f o r  c l a i m  s u b m i s s i o n  a n d 
verification. Specifically:

· Regulation 10 of allows the IRP/RP to 
r e q u e s t  a d d i t i o n a l  e v i d e n c e  o r 
clarification to substantiate claims, and 
Regulation 13 specifies that all claims 
must be verified within seven days of the 
last date for receipt of claims. The IRP/RP 
is also tasked with maintaining a list of 
creditors, detailing amounts claimed, 
admitted, and any security interest.

· Regulation 21 of IBBI (Liquidation 
Process), Regulations, 2016 details the 
m e t h o d s  t h r o u g h  w h i c h  s e c u r e d 
creditors can prove the existence of a 
security interest, such as records from an 
Information Utility or certificates from 
the Registrar of Companies.

Lastly, under Regulation 12 of IBBI (Insolvency 
Resolution Process for Corporate Persons) 
Regulations, 2016 and Regulation 23 of IBBI 
(Liquidation Process), Regulations, 2016, 
creditors must substantiate claims with 
evidence,  which may include historical 
contracts, invoices, financial contracts, bank 
statements, and employment records. The 
comprehensive verification process ensures 
that claims are authentic and substantiated, 
thus upholding transparency and accuracy as 
foundational principles of the insolvency and 
liquidation process.
To ensure the efficient administration of the 
CIRP or Liquidation Process and minimize 
litigation risks, it is imperative that the 
IRP/RP/Liquidator adopts a meticulous and 
structured approach to claim verification. This 
includes developing a comprehensive checklist 
that systematically addresses each claim, noting 
clear reasoning for the acceptance or rejection 
of claims, along with a detailed justification for 
the admitted or disallowed claim amounts. Such 
documentation should be based on thorough 
cross-verification of records, legal precedents, 
and the claim substantiation provided by the 
creditor.
In addition, consistent and transparent 
communication with claimants is crucial, as it 
helps manage expectations, promotes trust, 
and mitigates the risk of disputes. Promptly 
informing claimants of the outcome of their 
claim assessment, along with an explanation of 
the grounds for any rejection or adjustment, is 
essential to prevent misunderstandings and 
reduce the likelihood of prolonged legal 

challenges. This disciplined approach not only 
strengthens the credibility of the resolution or 
liquidation process but also aligns with the 
principles of fair and transparent insolvency 
proceedings envisioned under the IBC.
Developing a Structured Methodology for 
Claim Verification
While verifying claims, a clear, methodical 
approach to verification can ensure accuracy, 
reduce disputes, and ultimately support a fair 
resolution for all stakeholders. Effective claim 
verification is a cornerstone of successful 
Corporate Insolvency Resolution Process (CIRP) 
and Liquidation Process under the Insolvency 
a n d  B a n k r u p t c y  C o d e ,  2 0 1 6 .  T h e 
I R P/ R P/ L i q u i d a t o r  i s  r e s p o n s i b l e  f o r 
undertaking a di l igent and systematic 
verification process to ensure accurate 
admission or rejection of claims, minimize 
litigation risks, and establish clear grounds for 
decisions. A concise, structured methodology 
grounded in practical procedures can be 
implemented as follows:

1. I n i t i a l  C l a i m  R e v i e w  a n d 
Categorization
Begin with an organized categorization 
of claims based on creditor types. Each 
category often requires different types 
of documentation, so aligning claim 
types to required documents upfront 
simplifies processing and reduces later 
follow-ups. For example, financial 
creditors might need to provide records 
evidencing both debt and the corporate 
debtor's utilization of credit facilities, 
while operational creditors typically 
submit demand notices and assessment 
orders.

2. Request for Key Documentation
Each claim should be supported by clear, 
specific documentation. For instance, 
claims tied to secured interests might 
require confirmation of securities or 
documentation proving the security 
interest. Financial creditors need to 
provide information from registered 
information utilities to corroborate their 
claims, while operational creditors need 
to confirm pending payment, invoices, 
underlying contracts or debt records. 
Not only does this step substantiate the 
claim amount, but it also aligns with 
transparency practices, ensuring that 
every claim is backed by evidence.

3. Detailed Breakdown of Claim Amounts
All claimants should submit a detailed 
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calculation sheet that breaks down the 
principal amount, interest accrued, 
penalties, and any other charges. 
P r o v i d i n g  t h i s  b r e a k d o w n  i n  a 
s t a n d a r d i z e d  f o r m a t — s u c h  a s 
Excel—enhances accuracy and expedites 
the review process. Additionally, this 
breakdown helps in identifying any 
potential discrepancies or ambiguities in 
the claimed amounts.

4. Validation of Calculations and Interest 
Rates: Claims often include interest 
calculations, which can vary based on 
specific contractual  agreements. 
Ensuring that each interest rate is 
substantiated by the original loan or 
service agreement, and that calculations 
are presented in an easy-to-review 
f o r m a t ,  i s  e s s e n t i a l .  W h e n  t h i s 
information is clear and accessible, it not 
only strengthens the legitimacy of the 
claim but also supports a streamlined 
approval or rejection process.

5. Addressing Gaps in Submission
Often, claims may arrive with incomplete 
information or documentation.  A 
structured process for addressing these 
g a p s — s u c h  a s  c l e a r  a n d  t i m e l y 
c o m m u n i c a t i o n  w i t h  c r e d i t o r s , 
requesting missing notarizations, or 
further clarifying the assignment 
agreements—prevents delays and 
potential legal disputes. This step is 
especially important in claims involving 
governmental creditors, where complex 
documentation may need clarification to 
ensure the claim aligns with statutory 
obligations.

6. E n s u r i n g  C o n s i s t e n c y  a n d 
Transparency
Maintaining consistency across claims 
and communicating any admissions, 
rejections, or requested revisions in a 
professional, timely manner is key. By 
detai l ing the reasoning for  each 
admission or rejection, the process 
remains  transparent ,  minimiz ing 
misunderstandings and legal challenges. 
This approach not only ensures fairness 
but also strengthens the integrity of the 

liquidation process.

Developing and implementing a meticulous 
s y s t e m a t i c  a p p r o a c h  t o  c l a i m s 
verification—characterized by structured 
categorization,  precise documentation 
requests, clear breakdowns, accurate interest 
calculations, consistent follow-ups, and 
transparency—can significantly mitigate risks 
and facilitate the orderly execution of the 
r e s o l u t i o n  p r o c e s s .  T h i s  s t r u c t u r e d 
methodology enables IRPs, RPs, and Liquidators 
to manage complex claims efficiently, ensuring 
that all parties are treated fairly and that the 
outcomes are as equitable and legally sound as 
possible.

In conclusion, the claim verification process 
within the Corporate Insolvency Resolution 
Process (CIRP) and Liquidation Process under 
the Insolvency and Bankruptcy Code (IBC) is a 
critical component that significantly influences 
the efficacy and integrity of insolvency 
proceedings.  By adopting a structured 
methodology for claims verification, IRPs, RPs, 
and Liquidators can navigate the complexities 
of diverse claims, ensuring accuracy and 
fairness throughout the process.

This intricate framework also presents a 
significant professional opportunity for experts 
in the field. Professionals with specialized 
knowledge can provide invaluable assistance to 
IRPs, RPs, and Liquidators, enhancing the 
efficiency of claim assessments and fostering 
transparent interactions with creditors. It is 
important to note that the Interim Resolution 
Professional (IRP), Resolution Professional (RP), 
or Liquidator cannot outsource or delegate the 
claim verification process to any outsider. 
However, they may engage professionals as 
part of their internal team to assist them with 
claim verification. Seeking assistance from 
experts can ultimately benefit the IRP, RP, 
Liquidator, and all stakeholders involved. 
The robust claim verification process under the 
IBC is fundamental to ensuring the integrity of 
insolvency proceedings. By embracing a 
structured methodology and fostering 
collaboration with specialists, insolvency 
practitioners can significantly improve the 
e ffi c i e n c y  a n d  t r a n s p a r e n c y  o f  c l a i m 
assessments, ultimately leading to fair 
outcomes for all stakeholders involved.
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Emirates NBD's AI-powered Robo-Advisor 
offers personalized investment advice to 
clients. The Robo-Advisor has broadened 
financial access by providing cost-effective 
wealth  management ser v ices  to  more 
customers. DBS Bank, Singapore based has 
pioneered AI-powered chatbots and virtual 
assistants that handle millions of customer 
interactions per month. A McKinsey report 
notes that backend AI automation in banking 
can result in cost savings of up to 25% by 2025, 
largely by streamlining operations and reducing 
human error. 

Now when we are looking at Indian banks, the 
adoption is still a way in terms of investment, 
rural connectivity, empower and educate the 
s t a ff  a b o u t  l a t e s t  A I  t e c h n o l o g y  a n d 
implementation, maintenance staff, IT service 
providers etc. Indian banks like Kotak Mahindra 
Bank have implemented AI to automate credit 
disbursement processes, thereby expediting 
loan approvals from days to hours and 
drastically improving customer satisfaction. The 
economic benefits are substantial, as AI is 
expected to add between $200 billion and $340 
billion annually to the global banking industry, 
reflecting efficiency improvements across 
backend operations. Media coverage in 
platforms like The Next Web and Forbes 
highlight how customer-facing and internal 
banking services are evolving, including efforts 
to create explainable AI models that support 
financial well-being for end users, such as cash 
flow forecasting and wealth management 
advisories.  According to the Reserve Bank of 
India's (RBI) recent study, private banks are 
currently taking the lead, particularly in fields 
like fraud detection, customer segmentation, 
and chatbot automation. This adoption trend is 
influenced by factors such as asset size and 
capital adequacy, with private sector banks 

possessing the resources and agility to 
incorporate advanced AI solutions.

Key Areas of AI Application in Banking
Globally, banks such as JPMorgan Chase and 
HSBC have pioneered AI adoption with notable 
results. For instance, JPMorgan's "COiN" 
program uses machine learning to analyze 
complex contracts, saving over 360,000 hours of 
manual work annually. In India, ICICI Bank and 
HDFC Bank are leading examples, deploying AI-
based customer support systems, fraud 
detection algorithms, and predictive analytics 
tools. These solutions not only enhance 
customer satisfaction but also provide 
operational efficiency. 

Core Applications Include:
Fraud Detection: AI systems identify unusual 
transaction patterns in real time, reducing 
fraud-related losses. ICICI Bank uses machine 
learning models to assess transactional risk, 
while Axis Bank employs similar tools to detect 
and prevent fraud across digital channels.
C u s t o m e r  S e g m e n t a t i o n :  A I - d r i v e n 
segmentation helps in identifying customer 
needs and tailoring products. HDFC Bank uses 
AI to segment customers for targeted product 
recommendations and personalized marketing.

Customer Service Automation: Many private 
banks have integrated AI-powered chatbots for 
24/7 customer support. SBI's "SIA" chatbot and 
HDFC's "Eva" handle thousands of customer 
queries daily, increasing service efficiency while 
reducing dependency on customer service 
representatives.

Private vs. Public Sector Approaches to AI in 
India
Private banks, catering to a more financially aware 
clientele, are quicker to adopt AI-based solutions 

The Rise of AI in Indian Banking: 
Private Sector Leads, Public Sector Adapts

Contributed by: 
CA. Swati Panchal
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for products like robo-advisory, customer 
t a r g e t i n g ,  a n d  c r o s s - s e l l i n g  o f  w e a l t h 
management services. For instance, 

Kotak Mahindra Bank leverages robo-advisory 
tools to offer investment recommendations 
based on real-time market conditions. This trend 
is particularly advantageous for private banks 
with limited branch networks, as AI provides an 
efficient alternative for expanding their reach 
and service offerings without extensive physical 
infrastructure.

In  contrast ,  publ ic  sector  banks  (PSBs) 
traditionally rely on extensive physical 
networks, particularly in rural areas, to cater to 
a broad customer base. However, advancements 
in Generative AI and Large Language Models are 
creating new possibilities for PSBs to enhance 
service quality, expand outreach, and improve 
operational efficiency. For example, the State 
Bank of India (SBI)  has made significant 
investments in AI-based systems for credit risk 
assessment and loan approvals, recognizing the 
potential of AI in minimizing manual errors and 
speeding up processes.

Benefits and Challenges of AI in Banking
Benefits:
Operational Efficiency: AI reduces repetitive 
tasks and human errors, increasing accuracy in 
customer service, risk management, and financial 
advisory.

Cost-Effectiveness: For banks with limited 
physical networks, AI represents a cost-effective 
way to reach new customers, especially in 
underserved regions.

Enhanced Customer Experience: With robo-
advisors and chatbots, banks offer round-the-
clock assistance and personalized financial 
recommendations, improving client satisfaction 
and loyalty.

Challenges:
Data Security and Privacy: AI implementation 
raises concerns about data privacy, especially with 
sensitive financial information. Ethical data usage 
policies and robust cybersecurity measures are 
essential.

Bias and Fairness: Machine learning models are 
susceptible to biases from the training data. 
Ensuring fairness and transparency is critical, 
especially in credit scoring and loan approvals.

Regulatory Compliance: Banks must comply with 
evolving AI regulations. While private banks can 

adjust more easily due to available capital and 
technology, PSBs face greater challenges in 
balancing regulatory and operational demands.
Practical Solutions and Future Directions

To address these challenges, Indian banks can 
adopt several practical solutions:

Strengthen Data Governance:  Establish 
stringent data governance frameworks to 
manage customer data responsibly and securely. 
Collaboration with data privacy experts can 
enhance compliance with regulatory standards.

Deploy Explainable AI (XAI): By prioritizing 
transparency and interpretability, banks can 
address bias and fairness concerns, particularly in 
credit decisions. Explainable models help 
customers understand decisions, promoting trust 
and ethical AI use.

Partnerships and Fintech Collaboration: 
Collaborating with fintech firms enables banks to 
access advanced AI expertise, innovative 
technologies, and agile practices. For example, 
ICICI Bank's partnerships with fintech startups 
have expanded its AI-driven customer analytics 
capabilities.

Customer-Centric AI Development: Align AI 
strategies with customer needs to improve 
service delivery and support financial inclusion. AI 
should aim to serve diverse groups, making 
banking accessible to underserved communities.

AI and the Indian Banking Terrain: A Balanced 
Future

The RBI's findings underscore the significant role 
of AI in reshaping Indian banking, yet the path 
forward must be balanced. AI adoption in banks, if 
well-regulated and customer-focused, can drive 
operational excellence,  expand financial 
inclusion, and enhance customer experiences. As 
private banks like HDFC, ICICI, and Axis continue 
to innovate, public sector banks, led by SBI, are 
also positioning themselves to leverage AI while 
a d d r e s s i n g  r e g u l a to r y  a n d  o p e r a t i o n a l 
challenges.

W i t h  A I  p r o j e c te d  to  m a ke  s u b s t a n t i a l 
contributions to the Indian economy, particularly 
by boosting SME and MSME financing, the Indian 
banking sector has the opportunity to lead a 
transformative shift. By combining innovation 
with responsible AI practices, Indian banks can 
achieve sustainable growth, reinforce customer 
trust, and make financial services more accessible 
across the nation.
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CA. IP. SUNIT SHAH: 98255 62442 (EVERY FRIDAY 5PM TO 6PM)

CA. RINKESH SHAH : 9426406760 (EVERY WEDNESDAY 5PM TO 6PM)

CA. Sunil Sanghvi
Chairman

CA. IP. Sunit Shah
Secretary
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Upcoming Events
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Event in Images

NAVRATRI CELEBRATION RAAS GARBA 2024 ON 04.10.2024
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SEMINAR ON USE OF TECHNOLOGY IN GST COMPLIANCES ON - 07.10.2024

SEMINAR ON UPSCALING THE LINKED IN GAME ON - 12.10.2024

CERTIFICATE COURSE ON ARTIFICIAL INTELLIGENCE FOR CHARTERED ACCOUNTANTS 
(AICA)-LEVEL-1 ON - 13.10.2024

SEMINAR ON GST ON 21.10.2024
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RESIDENTIAL REFRESHER COURSE ON 16TH OCTOBER TO 18TH OCTOBER 2024
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