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Section — |
Introduction

Chapter — |
PRELIMINARY
1. Short Title and Commencement.
(1) These Directions shall be called the Non-Banking Financial Company -
Systemically Important Non-Deposit taking Company and Deposit taking

Company (Reserve Bank) Directions, 2016.

O
(2) These directions shall come into force with immediate effect. \QQ
,00
o be
2. Applicability 6@0 @0 fo,b
(1) The provisions of these Directions shall apply to tl';g\@olg@in ; fll
NS
LN
(i) every Systemically Important Non-Depgsﬁ%@Qin@@c’Non-Banking Financial

. : BN Q .
Company (NBFC-ND-SI) registered with tthBa@@uEs{ r the provisions of Reserve
Bank of India Act, 1934 (RBI Act, 1934)‘0’09 QGQ)\Q;\\O
RN RN
O 02 QQ
(i) every Deposit taking Non-Ba{&hg Fi %ﬁ%’ral Company (NBFC-D) registered with
N
the Bank under the provisions\g &@%\%E;q 934,
N
RN
(iii) every Non-Banking@ing@%%IcQompany — Factor registered with the Bank under
N
section 3 of the Fagtoring egul@nn Act, 2011 and having an asset size of ¥500
/
crore and abov@ aggzeve{?%qoﬁl%anking Financial Company - Investment and Credit
Company 6{{@%’@8%@%@@% bank under Section 3 of the Factoring Regulation Act,
201 1\$’{\° @ P
NS X
N
(iv) every @‘ﬁ\a(gggcture Debt Fund — Non-Banking Finance Company (IDF-NBFC)
registered witpthe Bank under the provisions of RBI Act, 1934;

(v) every Non-Banking Finance Company — Micro Finance Institution (NBFC-MFI)
registered with the Bank under the provisions of RBI Act, 1934 and having an asset

size of 500 crore and above;



(vi) every Non-Banking Finance Company - Infrastructure Finance Company (NBFC-
IFC) registered with the Bank under the provisions of RBI Act, 1934 and having an

asset size of 500 crore and above.

(2) The Category of NBFCs as mentioned at points (i) to (vi) above are hereafter
referred to as ‘applicable NBFCs’, for the purpose of these Directions. Specific
directions applicable to specific categories of NBFCs registered as NBFC-Factors
and NBFC-ICCs registered under Factoring Regulation Act, 2011, IDF-NBFCs and

NBFC-MFIs are as provided for under respective Chapters in these Directions.

(3) These Directions shall apply to a non-banking financial congié%? being a
Government company as defined under clause (45) of Sec&ion Z,QIQhe Companies
Act, 2013 (Act 18 of 2013). The directions relatirg&)@d@r{?al regulation,
acceptance of public deposits, corporate gover;gghcg{bcagn uct of business
regulations and statutory provisions etc., shi&,QQﬁgthéén}o be followed by the
government companies as per the timeline p%@ﬁﬁggﬁfﬁ @ﬁ'lex I. Government NBFCs
that are already complying with the p&uﬁ&@%&@ation as per the road map
submitted by them shall continue to fo&oﬁ/ tg%&s A
&O Qg) QQ

(4) These Directions consol@é&f\othé%ggulations as issued by Department of
Regulation, Reserve Banké@ﬁ‘n(&a}l-@ever, any other Directions/ guidelines issued

N
by any other Departme@%f ﬂ&\a B@gk as applicable to an applicable NBFC shall be
o @& &
/

. ‘\
adhered to by it. ,QQ Q;O ‘](,b
DD
Q @ &
QL ((\Q O
> Q-0 N
SR
’&Q.QQ’ ’& 60
@ O O ~O
.\((\‘(\(OQGO
< x0
&b

'Government Companies were advised vide DNBS.PD/CC.N0.86/03.02.089/2006-07 dated December 12, 2006 to submit to
the Reserve Bank [Department of Supervision — (DoS)] a road map for compliance with the various elements of the NBFC
regulations, in consultation with the Government.



https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=3207&Mode=0

Chapter Il
Definitions
3. For the purpose of these Directions, unless the context otherwise requires:
(i) "Act" means the Reserve Bank of India Act, 1934;
(i) "Bank" means the Reserve Bank of India constituted under section 3of the
Reserve Bank of India Act, 1934
(iiif) “Break up value” means the equity capital and reserves as reduced by intangible
assets and revaluation reserves, divided by the number of equity shares of the
investee company;
(iv)“Carrying cost” means book value of the assets and interest accru\e&‘gﬁereon but

not received; o

>

(v) “Company” means a company registered under sectigbq@ ga‘hf%gmmpanies Act,
1956 or a corresponding provision under Companfg@Ag\tb 4@/

(vi)“Companies in the group”, shall mean an a&@ﬁgg;ﬁ‘eqt\\dﬁ\volving two or more
entities related to each other through @ﬁy \gP t@@ofollowing relationships:
Subsidiary — parent (defined in terms obg%@ﬁgqmt venture (defined in terms
of AS 27), Associate (defined mQ%%rra@@o{(gkos 23), Promoter-promotee (as
provided in the SEBI (Acquisi%@ﬂoqg_@? oand Takeover) Regulations, 1997)
for listed companies, a rel%égf%@{y (éfeflned in terms of AS 18), Common brand
name, and investmenté@‘q%&s@%s of 20 per cent and above.

(vii) “Concessionaire” r@@niQ\KpoagK/' which has entered into an agreement called
‘Concession Ag@%{g@*{@wﬁﬁ’aﬁgroject Authority, for developing infrastructure.

(viii) “Conduct of/bl@‘ﬁ%%\%g@%’tions” means the directions issued by the Bank

N )
from timeg,ﬁ Ii@’§\o&qgir®ractices Code and Know Your Customer.

(ix) %@%ﬁ%@éﬁ%@i&e@%e same meaning as is assigned to it under clause (e) of
su ;{ \Iagtoch @S’ of regulation 2 of Securities and Exchange Board of India
(Substﬁﬁ%al@%quisition of Shares and Takeovers) Regulations, 2011.

(x) “Current %?/estment” means an investment which is by its nature readily
realisable and is intended to be held for not more than one year from the date on
which such investment is made.

(xi)“Customer interface” means interaction between the NBFC and its customers
while carrying on its business.

(xi)(a) “Dividend Payout Ratio” means the ratio between the amount of the dividend

payable in a year and the net profit as per the audited financial statements for


http://172.16.5.3/kmt/GetDocument.asp?PageRef=statutes/factregact11.htm
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the financial year for which the dividend is proposed. Proposed dividend shall
include both dividend on equity shares and compulsory convertible preference
shares eligible for inclusion in Tier | Capital. In case the net profit for the relevant
period includes any exceptional and/or extra-ordinary profits/ income or the
financial statements are qualified (including 'emphasis of matter’) by the statutory
auditor that indicates an overstatement of net profit, the same shall be reduced

from net profits while determining the Dividend Payout Ratio.

(xii) “Earning value” means the value of an equity share computed by taking the

average of profits after tax as reduced by the preference dividend and adjusted
for extra-ordinary and non-recurring items, for the immediately p(&c&ing three
years and further divided by the number of equity share%& the investee
company and capitalised at the following rate: fbob OQ’Q({/’.)

(a)in case of predominantly manufacturing Q@sz\a@} %ight per cent;

(b)in case of predominantly trading com@@n&\(&] ’&é\cent; and

(c)in case of any other compar@ﬁ rqc%d\{ﬁg non-banking financial

company, twelve per cent; ~Q®® Q)(bQ&
Note: If, an investee companyﬂ'@fg @%gqéﬁng company, the earning value
o

9
i . O /O
will be taken at zero; c}} Q‘ QQ

(xiii) “Fair value” means the me fébe/e%ﬂﬂing value and the breakup value.

9

(xiv) “Hybrid debt” means ca\g}talgti%t@%ent which possesses certain characteristics

(xv)

(xvi)

9 &
of equity as well as@&ie\ﬁ\ N

. O
“|nfrastructure&@%%c}%nggaog-Banking Financial Company” or “IDF-NBFC”
means a ngr%dea&it,@i BFC that has Net Owned Fund of %300 crore or
more a&gﬁw\@% &Q%Elmgbnly in Public Private Partnerships (PPP) and post

con@e‘nc@%e Qgse@ations date (COD) infrastructure projects which have

cﬁ&@?qbﬁge@ﬁ one year of satisfactory commercial operation and becomes a
part; t&§'l;b§@eﬁite Agreement.
“Infrastru&ure Finance Company” means a non-deposit taking NBFC that fulfils
the following criteria:
(a) a minimum of 75 per cent of its total assets deployed in “infrastructure
loans’;
(b) Net owned funds of X300 crore or above;
(c) minimum credit rating of 'A' issued by any of the SEBI-registered Credit

Rating Agencies;



(d) CRAR of 15 per cent (with a minimum Tier | capital of 10 per cent).

(xvii) “Infrastructure lending” means a credit facility extended by non-banking financial

company to a borrower, by way of term loan, project loan subscription to
bonds/debentures/preference shares/equity shares in a project company
acquired as a part of the project finance package such that subscription amount
to be “in the nature of advance” or any other form of long term funded facility for
exposure in the infrastructure sub-sectors as notified by the Department of

Economic Affairs, Ministry of Finance, Government of India, from time to time?.

(xviii) “Non-Banking Financial Company-Investment and Credit Company (NBFC-

(xix)

(xx)

ICC)" means any company which is a financial institution carr%@on as its
principal business- asset finance, the providing of finance w%eﬁer by making
loans or advances or otherwise for any activity otpbep J 'ulébown and the

Q
acquisition of securities; and is not any other categk@@g\ FOas defined by the
>

%«
Bank in any of its Master Directions. QQ) N\ ~\<§\
U N 3 ON .
"Non-Banking Financial Company—Factoré{iéF&QaQ@%“ means a non-banking

financial company as defined in claus(oecff’) @@e@on 45-1 of the RBI Act, 1934,
Q& O
which has its principal business asq@éf'@e\d .@‘baragraph 42 of these directions
and has been granted a certifit:&@oc@&%@%tion under section 3 of the Factoring
: <9 7
Regulation Act, 2011. Q\K & Qp
“Non-Banking Financia%l\éong%n@’&?cro Finance Institution (NBFC-MFI)” means
QAN
a non-deposit takinq&@B@\thoq}%lfils the following conditions:
(a) Minimum@%%@%d/%mgs of ¥5 crore. (For NBFC-MFIs registered in the
North Eagteffn ﬁu%ﬁﬁof@?e country, the minimum NOF requirement shall
stand aﬁz 5%?%(@ ,\%«
\ A\ gﬁ <
( k\ otyj}s% a(§13®75 per cent of its total assets are in the nature of
N\ ’®%Qg

N A

in e@géns” as defined under Reserve Bank of India (Regulatory

A\
Fran@%{r‘k@%r Microfinance Loans) Directions, 2022.

(3
(xxi) “Non-Op%rative Financial Holding Company (NOFHC)” means a non-deposit

taking NBFC referred to in the "Guidelines for Licensing of New Banks in the
Private Sector", issued by the Bank, which holds the shares of a banking
company and the shares of all other financial services companies in its group,
whether regulated by Bank or by any other financial regulator, to the extent

permissible under the applicable regulatory prescriptions.

2Modified vide Circular No.DNBR.PD.CC.N0.085/03.10.001/2016-17 dated March 02, 2017

9
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(xxii) “Long term investment” means an investment other than a current investment.
(xxiii)  “Net asset value” means the latest declared net asset value by the mutual
fund concerned in respect of that particular scheme.
(xxiv) “Net book value” means:

(a) in the case of hire purchase asset, the aggregate of overdue and future
instalments receivable as reduced by the balance of unmatured finance
charges and further reduced by the provisions made as per paragraph
13(2) of these Directions;

(b) in the case of leased asset, aggregate of capital portion of overdue lease
rentals accounted as receivable and depreciated book valu\gb(lbthe lease
asset as adjusted by the balance of lease adjustment a t.

(xxv) “Owned fund” means paid up equity capital, prefg@n @Q:c,h?;bss which are
compulsorily convertible into equity, free reserve\g»pba\‘lg\'rcgfin share premium
. : > .
account and capital reserves representing surggfs Qs@n%oﬂ}t of sale proceeds of
asset, excluding reserves created by reQ(éIuan.ign.\@o asset, as reduced by
accumulated loss balance, book value @Q?%t@(éi\t&aassets and deferred revenue
expenditure, if any. Q(b ®@®\§

N
(xxvi) “Project Authority” means 8@6{9@0 '@%constituted by a statute for the

development of infrastruct%é\' o@é c%dntry.

(xxvii) “Public deposit” for th%@urgo%e@ﬁ‘ue Directions shall have the same meaning

$
as defined in the@%n\@n@% Financial Companies Acceptance of Public

Deposits (Res&nﬁé%B(gj%) Dﬁéc-gons 2016.

(xxviii) “Public fugdé" @%%dﬁ*fu@l’ raised either directly or indirectly through public
deposiéﬁsﬁ?‘n,t\g@o&&?it&qdeposits, bank finance and all funds received from
OE%@“\Q@‘T&&\SB% as funds raised by issue of Commercial Papers,
de .e&@re%é‘lcd;ﬂt excludes funds raised by issue of instruments compulsorily
conv\enﬁﬁ\e Qs}@% equity shares within a period not exceeding 5 years from the
date of is&e.

(xxix) "Subordinated debt" means an instrument, which is fully paid up, is unsecured
and is subordinated to the claims of other creditors and is free from restrictive
clauses and is not redeemable at the instance of the holder or without the
consent of the supervisory authority of the non-banking financial company. The
book value of such instrument shall be subjected to discounting as provided

hereunder:

10



Remaining Maturity of the instruments Rate of discount

(a) Upto one year 100 per cent
(b) More than one year but upto two years 80 per cent
(c) More than two years but upto three years 60 per cent
(d) More than three years but upto four years 40 per cent
(e) More than four years but upto five years 20 per cent

to the extent such discounted value does not exceed fifty per cent of Tier |

capital.

(xxx)  “Substantial interest” means holding of a beneficial interest by an
individual or his spouse or minor child, whether singly or taken together in the
shares of a company, the amount paid up on which exceeds ten Qﬁg\%ent of the
paid-up capital of the company; or the capital subscribed by agbtb% partners of a
partnership firm. fbob OQQ({/’.)

(xxxi) “Systemically important non-deposit taking no((}r&an\lg}rggfﬂancial company”,
means a non-banking financial company notgfeesgtfhg(%@ding public deposits
and having total assets of ¥500 crore an@%weoag\%cﬁown in the last audited
balance sheet. ~Q®® Q)(bQ&

(xxxii) “Tier | Capital” means owned ﬁq{{g g@%e&@\ged by investment in shares of

Q Q&od in shares, debentures, bonds,

outstanding loans and a%éﬁ'cgs/ i%é}uding hire purchase and lease finance

made to and deposié@ﬁ/‘vitg}gu@iaries and companies in the same group
exceeding, in aggr@%tgﬁ%r&)@%r cent of the owned fund; and perpetual debt
instruments is;\t{é% %Qvga pg?]-%eposit taking non-banking financial company in
each year tofh%&e,gﬁt c&s not exceed 15 per cent of the aggregate Tier |

< .
Capital &@u@@os@%{moés on March 31 of the previous accounting year.

P N ) .
(xxxiii) .'l\{{é( Ilggpgpj\rsﬂﬁdes the following:

NS
%{G@e@%n@(’shares other than those which are compulsorily convertible
QO 6 .
fato equty;

(b) revg\uation reserves at discounted rate of fifty five per cent;

other non-banking financial 8@?

(c) General provisions (including that for Standard Assets) and loss reserves
to the extent these are not attributable to actual diminution in value or
identifiable potential loss in any specific asset and are available to meet
unexpected losses, to the extent of one and one fourth percent of risk
weighted assets;

(d) hybrid debt capital instruments;

11



(e) subordinated debt; and

(f) perpetual debt instruments issued by a non-deposit taking non-banking
financial company which is in excess of what qualifies for Tier | Capital, to the
extent the aggregate does not exceed Tier | capital.

(xxxiv) “Tripartite Agreement” means an agreement between three parties, namely,
the concessionaire, the Project Authority and IDF-NBFC that also binds all the
parties thereto to the terms and conditions of the other Agreements referred to
therein.

4. Words or expressions used but not defined herein and defined in the RBI Act shall

have the same meaning as assigned to them in the RBI Act. Any other words or
expressions not defined in the RBI Act shall have the same meaning a‘s\oagsigned to
them in the Factoring Regulation Act, 2011. Any words or expressio%e\J‘Ilsed and not
defined in these directions or in the RBI Act, or the Factoring RQg%fagon Act or any
of the Directions issued by the Bank, shall have the me@%g@g@rtk’tively assigned

@ W0
to them under the Companies Act, 1956 or Compan@gA@\?%{@(Act 18 of 2013) as

NN
the case may be. @ > O

5. In exercise of the powers confer,@n@%?ﬁé@gse (b) of sub-section (1) of section
45—IA of the Reserve Bank of.\@?f’aoAc ’6@34 (Act 2 of 1934) and all the powers
enabling it in that behalf, th&)B@né&\ergb%/ specifies two hundred lakh rupees as the
net owned fund (NOF) G@I@Qf(}b{@ non-banking financial company to commence
or carry on the %ﬁ:\@eg@‘oﬁ%%{g—banking financial institution, except wherever
otherwise a specific r@@r@@%@‘z to NOF is prescribed by the Bank.
& $f Lo

Provided tggfgﬁbrtghﬁk@mg financial company holding a Certificate of Registration
(CoR)&@f%u\Sgb%yc‘)@ %@ﬁ( and having net owned fund of less than two hundred lakh
of rupeeé,(\. %cg@lue to carry on the business of non-banking financial institution,
if such corr%\agg%chieves net owned fund of two hundred lakh of rupees before April
1, 2017.

It will be incumbent upon such NBFCs, the NOF of which currently falls below 3200
lakh, to submit a statutory auditor's certificate certifying compliance with the

prescribed levels by the end of the period as given above.

NBFCs failing to achieve the prescribed level within the stipulated period shall not be
eligible to hold the CoR as NBFCs.

12



5A. Investment in applicable NBFCs from FATF non-compliant jurisdictions

(1) Investments in applicable NBFCs from FATF non-compliant jurisdictions shall not
be treated at par with those from the compliant® jurisdictions. In terms of directions
issued vide circular DOR.CO.LIC.CC No0.119/03.10.001/2020-21 dated February 12,

2021, new investors from or through non-compliant FATF jurisdictions, whether in

existing NBFCs or in companies seeking Certification of Registration (COR), should
not be allowed to directly or indirectly acquire ‘significant influence’ in the investee,
as defined in the applicable accounting standards. In other words, fresh investors
(directly or indirectly) from such jurisdictions in aggregate should be ‘I\%\s@ than the
threshold of 20 per cent of the voting power (including potential votin@‘ower“) of the
NBFC. OQQ) 0y
& e

(2) Investors in existing NBFCs holding their mvestm%@s @r to,the classification of
the source or intermediate jurisdiction/s as FATFd%nécBmgh@nt may continue with
the investments or bring in additional mvestmeﬁt p@%xtant regulations so as to

support continuity of business in India. \Q Q) O(\

3 The Financial Action Task Force (FATF) periodically identifies jurisdictions with weak measures to combat money laundering
and terrorist financing (AML/CFT) in its following publications: i) High-Risk Jurisdictions subject to a Call for Action, and ii)
Jurisdictions under Increased Monitoring. A jurisdiction, whose name does not appear in the two aforementioned lists, shall be
referred to as a FATF compliant jurisdiction.

4 Potential voting power could arise from instruments that are convertible into equity, other instruments with contingent voting
rights, contractual arrangements, etc. that grant investors voting rights (including contingent voting rights) in the future. In such
cases, it should be ensured that new investments from FATF non-compliant jurisdictions are less than both (i) 20 per cent of the
existing voting powers and (ii) 20 per cent of existing and potential voting powers assuming those potential voting rights have
materialised.

13
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Section I
Prudential Issues

Chapter - IV
Capital Requirements
6. (1) Every applicable NBFC shall maintain a minimum capital ratio consisting of
Tier | and Tier Il capital which shall not be less than 15 per cent of its aggregate risk

weighted assets on-balance sheet and of risk adjusted value of off-balance sheet

items.
(2) The Tier | capital in respect of applicable NBFCs (other than NBFC-MFI and IDF-
NBFC), at any point of time, shall not be less than 10 per cent. \é\g
(3) Applicable NBFCs primarily engaged in lending against go@fa%wellery (such
loans comprising 50 per cent or more of their fmanmal@gt@ II maintain a
minimum Tier | capital of 12 per cent. @6 fb ‘1/

\ 6\ (\%ﬂ
Explanations: @Q s\\(‘ \\o
I. On balance sheet assets— (\ \17 §®

(1) In these Directions, degrees of credit n@@ e@%s\é@% as percentage weightages
have been assigned to balance sheet sgs@etgﬁ-liajs\e the value of each asset / item
requires to be multiplied by the reIQ@QnQSs @%ghts to arrive at risk adjusted value
of assets. The aggregate sh%‘g’e {aﬁe%bnto account for reckoning the minimum
capital ratio. The risk welgk@ﬂd %s%e@’hall be calculated as the weighted aggregate

of funded items as detg&iﬁ h@un@@r
\ \ %

Welghted’ n@@ %@\{\5@&n Balance Sheet items Percentage weight
() Cash @d Cb\ang(galmo’ces including 0

fixed.. 3@9 aggj %qﬁlcates of deposits

wﬂfﬁa@% (\0\

(i) Investm&n ts

(a) Approved securities [Except at (c) 0
below]

(b) Bonds of public sector banks 20
(c) Fixed deposits/certificates of 100

deposits/bonds of public financial

institutions

14



(d) Shares of all companies and

debentures / bonds/commercial 100
papers of all companies and units of

all mutual funds

(e) All assets covering PPP and post 50
commercial operations date (COD)

infrastructure projects in existence

over a year of commercial operation.

(iii) Current assets

(a) Stock on hire (net book value) 286(\
(b) Inter-corporate loans/deposits Oqogb
(c) Loans and advances fully secured 6\(0 (\%
against deposits held Q,Q s\\(\

(d) Loans to staff Q}(\ N O\& 0
(e) Other secured loans and advanceso Q)(b (\ 100
considered good [Except at (vi) be(&/] \Q}O

(f) Bills purchased/ dlscountec:bO Q‘ Qg,@ 100
(g) Others (To be specm%} 100

\@K C}\' Q)(b
(iv) Fixed Assets (ne@@ﬁe@ém n)
(a) Assets Ieaeel? o@%ne}%oa& value) 100

(b) Premlses‘ @ (\\\Q/Q 100
(c) Fur@}]rQ\&F ?ee@” 100
é é Q
\69
(v)&hg&
(a) Iﬁp\om@qax deducted at source 0
(net of p%wsmn

(b) Advance tax paid (net of provision)

(c) Interest due on Government

securities

(d) Others (to be specified) 100

(vi) Domestic Sovereign

15



(a) fund-based claims on the Central Government 0
(b) Direct loan/ credit/ overdraft exposure
and investment in State Government securities
(c) Central Government guaranteed claims
(d) State Government guaranteed claims,
which have not remained in default/ which
are in default for a period not more than 90 days 20
(e) State Government guaranteed claims,
which have remained in default for a period of more
than 90 days
Notes:

og@og

(bﬁ\

1. Netting shall be done only in respect of assets Wheregé\gdﬁ]&-f/h depreciation

or for bad and doubtful debts have been made. \Qp 6\(0 ‘L

2. Assets which have been deducted from owned@(ﬁQ\{b @\ 'Qe at net owned fund
<

shall have a weightage of ‘zero’. (\K \1:

3. While calculating the aggregate of funde&éx@@ﬁ@\of a borrower for the purpose
of assignment of risk weight, such non{s@m&)ﬂb Qﬁ\ﬁmal companies shall net off the
amount of cash margin/caution moQ@y/g{é?J @Sd?eposns (against which right to set-
off is available) held as coIIat%é?’ gatﬁs&dhe advances out of the total outstanding
exposure of the borrower. \Q} Q Q)(b
@fb Q\K \@
Il. Off-balance sh%@ﬁe
(1) General 4 2 (\* q,
Applicable DﬁFQ\\sﬁgtﬁ\%amou?late the total risk weighted off-balance sheet credit
expos \QQB @% %J% 8bq’he risk-weighted amount of the market related and non-
marke %@e%&‘f l@?énce sheet items. The risk-weighted amount of an off-balance
sheet |tem<¢hat(;>@ves rise to credit exposure shall be calculated by means of a two-
step process:
(i) the notional amount of the transaction shall be converted into a credit
equivalent amount, by multiplying the amount by the specified credit conversion
factor or by applying the current exposure method; and
(i) the resulting credit equivalent amount shall be multiplied by the risk weight
applicable viz., zero per cent for exposure to Central Government/ State

Governments, 20 per cent for exposure to banks and 100 per cent for others.
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(2) Non-market-related off- balance sheet items
(i) The credit equivalent amount in relation to a non-market related off-balance sheet
item shall be determined by multiplying the contracted amount of that particular

transaction by the relevant credit conversion factor (CCF).

Sr. No. Instruments Credit Conversion
Factor

i Financial & other guarantees 100

ii. Share/debenture underwriting obligations Qg\(\(\o

iii. Partly-paid shares/debentures N Q)’G\OO

iv. Bills discounted/rediscounted J& Q7 éo\\ 100

V. Lease contracts entered into but yet tgfzt?:Lé\(bo(\‘b” 100
executed M oS

Vi. Sale and repurchase agreement émé@Q (‘é\\@’\ 100
sales with recourse, where ﬂgﬁ@ Cé&lt @k

remains with the apphcab&\éCﬁB@A&\

vii. Forward asset purchaéés @W\/Q_r@?ieposns 100

and partly paldofhags securities,
which repres%@c nﬁ)@nts with certain

NI
draw down\& Qo,o\
viii. Lendm&o ,zﬁBF(Z sﬁ/@ntles or posting of 100

S%Urltl@ asﬁollﬁ%ral by the applicable
RC, .inclu instances where these
B Qcﬁ ding

S
&
N \é>\ se\@\utgﬁ‘?epo style transactions
ix. - & g&eg&)mmltments (e.g., formal standby 20
<~f ies and credit lines) with an original 50

maturity of up to one year over one year

X. Similar commitments that are 0
unconditionally cancellable at any time by
the applicable NBFC without prior notice or
that effectively provide for automatic

cancellation due to deterioration in a
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borrower’s credit worthiness
Xi. Take-out Finance in the books of taking-over institution
(i) Unconditional take-out finance
100
(i) Conditional take-out finance
50
Note: As the counter-
party  exposure  will
determine the risk
weight, it willtbe 100 per
cent m@%spect of all
Hor r‘lx or  zero
3 @966
Q} 8&0e@tﬂ if covered by
@Q 5\\ (‘il)s)%rnmentguarantee
(0.2
Xii. Commitment to provide liquidity @llgys\’*‘f%\\v 100
securitization of stand,?\\?d@ \a}g@t
transactions Q(:o% &(b
Xii. Second loss credéb enﬁ‘nqé?’hent for 100
securitization o%ta@bard asset
BN
transactions g}% d@? b%QPnrd party
iv. her conffAgerit T T if
Xiv Other ci?\\ g‘;e@t/@lﬂ; es (To be specified) 50
, & NS
(\ P
N\ ((\Q Q>
Note: &Q’ QO g

QX\ Cf{@%’ Ie@g@&eposds shall be deducted before applying the conversion
faé\Of (\ 60

2. %hgb the non-market related off-balance sheet item is an undrawn or

partially undrawn fund-based facility, the amount of undrawn commitment to

be included in calculating the off-balance sheet non-market related credit

exposures is the maximum unused portion of the commitment that could be

drawn during the remaining period to maturity. Any drawn portion of a

commitment forms a part of applicable NBFCs on-balance sheet credit

exposure.
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For example:
A term loan of X700 crore is sanctioned for a large project which can be drawn
down in stages over a three-year period. The terms of sanction allow draw
down in three stages — ¥150 crore in Stage I, ¥200 crore in Stage Il and ¥350
crore in Stage lll, where the borrower needs the applicable NBFCs explicit
approval for draw down under Stages Il and Ill after completion of certain
formalities. If the borrower has drawn already ¥50 crore under Stage |, then
the undrawn portion would be computed with reference to Stage | alone i.e., it
will be 100 crore. If Stage | is scheduled to be completed within one year, the
CCF will be 20 per cent and if it is more than one year then \lﬁ@%pplicab/e

CCF will be 50 per cent. Q)fz}\
(3) Market Related Off-Balance Sheet Items 6(0 @ Qq’

(i) Applicable NBFCs shall take into account@@?f(r\@ks\brelated off-balance
sheet items (OTC derivatives and Securi{i@‘g Fgﬁ}nc@}\‘gg) Transactions such as

(@
repo/ reverse repo/CBLO etc.) while %a]%ujgﬁhg@k risk weighted off-balance
N2

° 2 P

(i) The credit risk on market rel@t\%d aﬁ}-b@%ce sheet items is the cost to an

applicable NBFC of replag}?gy%gc@&l flow specified by the contract in the
AN

event of counterpartyK@\af%& ;I'(}g?s shall depend, among other things, upon

sheet credit exposures. 2

the maturity of th@%r\h\%%t\@%’d on the volatility of rates underlying the type
of instrument.% QKQ 0(0
Y @ 9
(iii) Market re'fa‘t‘?a&@ﬁ-%lé%cg%heet items shall include:
o N : , : ,
(a)sqterg@ ra@ce_g@écts - including single currency interest rate swaps,
&(b ga@scs)wa%'}omard rate agreements, and interest rate futures;
$&Q \g@q’f%f@’ge}£xchange contracts, including contracts involving gold,
N\ \(\"ﬁgc&g%s cross currency swaps (including cross currency interest rate
)
< b&laps), forward foreign exchange contracts, currency futures,
currency options;
(c) Credit Default Swaps; and
(d) any other market related contracts specifically allowed by the Bank
which give rise to credit risk.

(iv) Exemption from capital requirements is permitted for -
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(a) Deleted®; and
(b) instruments traded on futures and options exchanges which are
subject to daily mark-to-market and margin payments.

(v) The exposures to Central Counter Parties (CCPs), on account of derivatives
trading and securities financing transactions (e.g. Collateralized Borrowing
and Lending Obligations - CBLOs, Repos) outstanding against them shall be
assigned zero exposure value for counterparty credit risk, as it is presumed
that the CCPs' exposures to their counterparties are fully collateralized on a
daily basis, thereby providing protection for the CCP's credit risk exposures.

(vi) A CCF of 100 per cent shall be applied to the corporate securi\&@gbposted as
collaterals with CCPs and the resultant off-balance sheet osure shall be
assigned risk weights appropriate to the nature o(fb& @%&{/ﬁn the case of
Clearing Corporation of India Limited (CCIL),{@@ rjgg\v%ight shall be 20 per
cent and for other CCPs, risk weight shall@ Q\*ﬁér ,c\\efﬁ

(vii) The total credit exposure to a cg}@te&.;%rg@?n respect of derivative
transactions shall be calculated acoquir@% @e current exposure method as

© @ O
explained below. & Q)@ \,5\\
o) 2 QO
& Q@
(4) Current Exposure Meth%é&cs)gd fgbmeasuring capital charge for default
. X 9
risk) \QK (}\ Q)"b

The credit equivalent @r@m@\ oofrsg’ market related off-balance sheet transaction

"5 N
calculated using th@ur;gj%e;&&lge method is the sum of (i) current exposure and

%u@fd&ﬂ/ contract.

ii) potential future’e
(i) p ure exp

(i) Cur{gﬁt,@’g%ﬁgiﬁs&ﬁned as the sum of the gross positive mark-to-market

ueq&f %lcf:%uﬁ‘acts with respect to a single counterparty (positive and
N

Jeueat.
\$ @\ti O
AN ‘g
coém\%r %y shall not be netted). The Current Exposure Method requires

perio&cal calculation of the current exposure by marking these contracts to

XS
r@?ked-to-market values of various contracts with the same

market.
Note: In case of bilateral netting arrangement, refer to the definition as
specified in clause (iv) below.

(ii) Potential future exposure is determined by multiplying the notional principal

amount of each of these contracts, irrespective of whether the contract has a

3 Vide circular DOR.MRG.REC.64/00-00-005/2022-23 dated August 11, 2022
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zero, positive or negative mark-to-market value by the relevant add-on factor

indicated below according to the nature and residual maturity of the

instrument.
Credit Conversion Factors for interest rate related, exchange
rate related and gold related derivatives
Credit Conversion Factors (per cent)
Interest Rate | Exchange Rate
Contracts | Contracts & Gold
A\
One year or less 0.50 \i§2?00
Fa\
Over one year to five years 1.00 @’0\ 10.00
T ARSI
Over five years 3 15.00
y I SR

a. For contracts with multiple exchangegg& pén\iggkgthe add-on factors are
to be multiplied by the number oféa%%n\\\hg@éyments in the contract.

b. For contracts that are structu&aﬁ> ’t&@%{%@@:tstanding exposure following
specified payment dates @\ﬁ\d @er@\%e terms are reset such that the
market value of thegd%orwt/rgﬁetqugzero on these specified dates, the
residual maturity{@\ﬁl.&\bﬁs@equal to the time until the next reset date.
However, in (g’a‘gjo@%\eq?%terest rate contracts which have residual
maturities\g%gﬁe thaf? one year and meet the above criteria, the CCF or
add-gﬁ@%@?i\&ubg@lo a floor of 1.0 per cent.

C. hgopo,\t'g&tiab%%rg/exposure shall be calculated for single currency

é@o%ﬁﬁb/dbag\q'g\ interest rate swaps; the credit exposure on these

$&Q \*Qght&@s *@\b%ld be evaluated solely on the basis of their mark-to-market
AS) OO
A\

ey,
AN

d. “Potential future exposures shall be based on 'effective' rather than
'‘apparent notional amounts'. In the event that the 'stated notional
amount' is leveraged or enhanced by the structure of the transaction, the
‘effective notional amount' must be used for determining potential future
exposure. For example, a stated notional amount of USD 1 million with
payments based on an internal rate of two times the lending rate of the
applicable NBFC would have an effective notional amount of USD 2

million.
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(i) When effective bilateral netting contract as specified in ‘Explanations
I’(4)(v) of Chapter IV is in place, current exposure i.e. replacement cost will
be the net replacement cost; and the potential future exposure i.e. add-on will
be Anet as calculated below:
(a) Credit exposure on bilaterally netted forward transactions will be
calculated as the sum of the net mark-to-market replacement cost, if
positive, plus an add-on based on the notional underlying principal.
The add-on for netted transactions (Anet) will equal the weighted
average of the gross add-on (Across) and the gross add-on adjusted by
the ratio of net current replacement cost to gross currerlbt%lacement
cost (NGR). This is expressed through the following f%mﬁla:

Anet = 0.4 * Across *+ 0.6 * NGR * Across <& 2
32 & D
where: NG o
_ 2 )
NGR = level of net replacemcebgg@bg\sﬂ}ey\gb%f gross replacement

cost for transactions su@tqe\ctQ\{tOO lg@%lly enforceable netting

agreements® N Q)‘b Q
AR RS
AGross = sum ofsqul akrga\dd-on amounts (calculated by

)
multiplying thec@qg&%@%ipal amount by the appropriate add-

on factors@é?o(g@lﬁ tgb able in ‘Explanations II’'(4)(ii) of Chapter
V) of\d‘f t&a}}s@%ns subject to legally enforceable netting
ag@&?@é \é)@g'one counterparty.
(b) Ifg(\\%%f;%urpgéeg of calculating potential future exposure to a
neott'rﬁgQ n}ﬁ%a@ for forward foreign exchange contracts and other
&.ﬁ}mgaﬁs\cg(%e@fn which the notional principal amount is equivalent to
$&Q \\Q&Qfgﬂ%)vx&)%e notional principal is defined as the net receipts falling
\((\\Q cjstec’o@%ach value date in each currency. The reason for this is that
Q%%@%ng contracts in the same currency maturing on the same date
%II have lower potential future exposure as well as lower current
exposure.
(iv) Definitions and general terminology
(@) Current Exposure is the larger of zero, or the market value of a
transaction or portfolio of transactions within a netting set with a

counterparty that would be lost upon the default of the counterparty,

& Applicable NBFCs must calculate NGR on a counterparty by counterparty basis for all transactions that are subject to legally
enforceable netting agreements.
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assuming no recovery on the value of those transactions in bankruptcy.
Current exposure is often also called Replacement Cost (RC).
(b) Netting Set is a group of transactions with a single counterparty that
are subject to a legally enforceable bilateral netting arrangement and for
which netting is recognised for regulatory capital purposes. Each
transaction that is not subject to a legally enforceable bilateral netting
arrangement that is recognised for regulatory capital purposes should be
interpreted as its own netting set for the purpose of these rules.
(v) Requirement for recognition of Bilateral Netting Contract:
(a) Applicable NBFCs may net transactions subject to novatioqb{)%er which
any obligation between such NBFC and its counterparty nggeliver a given
currency on a given value date is automatically a&g @%te@)with all other

obligations for the same currency and value\@@te@}éggl& substituting one

o)
X
(b) Applicable NBFCs may also net tra@QG(ac:gg%.\Q@%ject to any legally valid

single amount for the previous gross obliga%@gx\(\
form of bilateral netting not covered im%é)fb%l@ng other forms of novation.
(c) In both cases (a) and (b), appﬁ@gb@\ﬁal&os will need to satisfy that it has:
(i) A netting contract or cj@%@ﬁg @Qith the counterparty which creates a
single legal oingat'@Kigf%Qvéri%éall included transactions, such that the
applicable NBF&%SN%@ Q@%e either a claim to receive or obligation to
pay only the\&@t @s’% 8&%‘@ positive and negative mark-to-market values
of incIu;{Qé%ipbcﬁ%dygr’ t«sgnsactions in the event a counterparty fails to
perfgm d@§tqz§a$ the following: default, bankruptcy, liquidation or
i@ﬁa@%@‘g@\%@s;
s\@%\%@ﬁn\ 9\80% reasoned legal opinions that, in the event of a legal
.@a%es’fg@({he relevant courts and administrative authorities would find
A @%\r}b FC’s exposure to be such a net amount under:
bThe law of the jurisdiction in which the counterparty is chartered and,
if the foreign branch of a counterparty is involved, then also under the
law of the jurisdiction in which the branch is located;
* The law that governs the individual transactions; and
* The law that governs any contract or agreement necessary to effect

the netting.
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(iif) Procedures in place to ensure that the legal characteristics of netting
arrangements are kept under review in the light of possible changes in
relevant law.
(d) Contracts containing walkaway clauses will not be eligible for netting for the
purpose of calculating capital requirements under these guidelines. A walkaway
clause is a provision which permits a non-defaulting counterparty to make only
limited payments or no payment at all, to the estate of a defaulter, even if the
defaulter is a net creditor.

(5) Credit conversion factors for Credit Default Swaps (CDS):
Applicable NBFCs are only permitted to buy credit protection to hedg%\@]eir credit

risk on corporate bonds they hold. The bonds shall be held in curygﬁ category or
permanent category. The capital charge for these exposures@halbb a$ under:

(i) For corporate bonds held in current category @rf{ﬂ I\@ggq/@qf)y CDS where
there is no mismatch between the CDS a@&%\l@}?%at&d bond, the credit
protection shall be permitted to be rec%g@g\ebcét’aﬁ%@aximum of 80 per cent
of the exposure hedged. Thereforgodﬁf%@@le NBFC shall continue to
maintain capital charge for the \c{‘\(zgﬁor@% t()ég@é\to the extent of 20 per cent of
the applicable capital charg&bqhié??a&m?\e achieved by taking the exposure
value at 20 per cent of t@%grket &Qne of the bond and then multiplying that
with the risk weighs\g(%%\&ujgggentity. In addition to this, the bought CDS
position shall a ré@t@@gga charge for counterparty risk which shall be
calculated tgz\\cap%l@g @céredit conversion factor of 100 per cent and a risk
weight as,%&&s%b{q\t{)@(ebprotection seller i.e., 20 per cent for banks and

100 %@?ce@%{(@?@ﬁ
(||){Q®$08@\§Qﬁeoo s held in permanent category and hedged by CDS where
@t\@l (ﬁfgén)?match between the CDS and the hedged bond, Applicable
| \Qg @n recognise full credit protection for the underlying asset and no
capitaﬂ{é\ﬁall be required to be maintained thereon. The exposure shall stand
fully substituted by the exposure to the protection seller and attract risk
weight as applicable to the protection seller i.e., 20 per cent for banks and

100 per cent for others.
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Chapter -V

Prudential Regulations
7. Income recognition
(1) The income recognition shall be based on recognised accounting principles.
(2) Income including interest/ discount/ hire charges/ lease rentals or any other
charges on NPA shall be recognised only when it is actually realised. Any such
income recognised before the asset became non-performing and remaining
unrealised shall be reversed.
(3) In cases of loans where moratorium has been granted for repayment of interest,
the interest income may be recognised on accrual basis for accounts v\\@& continue
to be classified as ‘standard’. This shall be evaluated agains%m% definition of
‘restructuring’ provided in paragraph 1 of the Annex-1(§© (:Q'yrg)lar regarding
‘Prudential Framework for Resolution of Stressed Assg@d,a\@p %l?qe 7,2019.
(4) If loans with moratorium on payment of interes@tq‘ée{\ %@ the time of sanction
of the loan) become NPA after the moratoriumg@éri%@% %%r, the capitalized interest

corresponding to the interest accrued durmg’ SQQ(R @qratorium period need not be

< -

reversed. 4 Q)@ \(5\\
. L &
8. Income from investments & Q.G o)

(1) Income from dividend on s@ég'soqtéo@srate bodies and units of mutual funds

shall be taken into accounté@cegﬁbﬁ
N
Provided that the inc@% \fﬁb}nO@%dend on shares of corporate bodies shall be

taken into accoun;&aﬁh%a%é%al/gé&g when such dividend has been declared by the
corporate body in it@%nng‘é' q&(}/eral meeting and the applicable NBFCs right to

receive paymﬁ%&@s@%ﬁsh&.
SN

\g\\@ o2 oS ,
(2) In Qr{(@}r%@%c@% and debentures of corporate bodies and from Government
securitieglﬁb}%s\_@ all be taken into account on accrual basis:
Provided thaé%e interest rate on these instruments is pre-determined and interest is
serviced regularly and is not in arrears.
(3) Income on securities of corporate bodies or public sector undertakings, the
payment of interest and repayment of principal of which have been guaranteed by
Central Government or a State Government shall be taken into account on accrual

basis.
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9. Accounting standards

NBFCs that are required to implement Indian Accounting Standards (Ind AS) as per
the Companies (Indian Accounting Standards) Rules, 2015 shall prepare their
financial statements in accordance with Ind AS notified by the Government of India
and shall comply with the regulatory guidance specified in Annex XXVI of these
Directions. Disclosure requirements for notes to accounts specified in these
directions shall continue to apply. Other NBFCs shall comply with the requirements
of notified Accounting Standards (AS) insofar as they are not inconsistent with any of

these directions.

o«
10. Accounting of investments Q)@Q
(1) (i) The Board of Directors of every applicable NB%@%@‘H"&{Me investment
policy for the company and shall implement the\@ng\(;b\%qx
N . , , . X
(i) The criteria to classify the mvestmqg&s s\}éIo ;\\Qﬁ?rent and long-term

<
investments shall be spelt out by the B%Qr% %&e@ompany in the investment

policy; & P Q
: " 2 QO WO
(iii) Investments in securities shad(%%{ﬁ‘as\sg%d into current and long term, at

o
the time of making each invg@ﬁ@ﬁ'z@Q
(iv) In case of inter-class- nééef—gé

(a) there shall bg\@(o Sé(ah @q’sfer on ad-hoc basis;

QAN
(b) such trané@r,ﬁ@\/%%ghted, shall be effected only at the beginning of
eac,t{t‘é?f ,xé%'r, 9%Agril 1 or October 1, with the approval of the Board;

(c) t{]\e/in\@gms@?& (iﬁ}ll be transferred scrip-wise, from current to long-

{z,*\e@@oroﬁ%{v@éa, at book value or market value, whichever is lower;
s\@ %@9@ (gecﬁrsg%tion, if any, in each scrip shall be fully provided for and

: N A

o regiation, if any, shall be ignored;
& gopredia y g

{@Qt(b epreciation in one scrip shall not be set off against appreciation in
another scrip, at the time of such inter-class transfer, even in respect
of the scrips of the same category.

(2) (i) Quoted current investments shall, for the purposes of valuation, be grouped
into the following categories, viz.,
(a) equity shares,
(b) preference shares,

(c) debentures and bonds,
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(d) Government securities including treasury bills,
(e) units of mutual fund, and
(f) others.

(i) Quoted current investments for each category shall be valued at cost or market
value whichever is lower. For this purpose, the investments in each category shall
be considered scrip-wise and the cost and market value aggregated for all
investments in each category. If the aggregate market value for the category is less
than the aggregate cost for that category, the net depreciation shall be provided for
or charged to the profit and loss account. If the aggregate market \@%e for the
category exceeds the aggregate cost for the category, the net ap%eg lation shall be
ignored. Depreciation in one category of investments sh@’&@s\b ‘set off against
appreciation in another category. (&@6 6\(0 %fl,
Sy o

(3) Unquoted equity shares in the nature of curr&?t [ es}fments shall be valued at
cost or breakup value, whichever is Io%efbig&/o\\@ applicable NBFCs shall
substitute fair value for the breakup V@Ql@ Lgﬁhe@ares if considered necessary.
Where the balance sheet of the m@%te%%or@any is not available for two years,

such shares shall be valued at ercRupeegﬁy
Q C)Q q,
(4) Unquoted preference s@gfegas‘f ’g}@nature of current investments shall be valued

at cost or face value, \gh%h@/?%@%wer

(5) Investments 4n dﬁ%u%&?d r@)vernment securities or Government guaranteed

bonds shall Jgé*v@hed&%\%ar&ng cost.

‘Q
(6) U%L{Q\i%d mg?e ents in the units of mutual funds in the nature of current

mvestment%\sh&@%e valued at the net asset value declared by the mutual fund in

respect of ea@i particular scheme.
(7) Commercial papers shall be valued at carrying cost.

(8) A long-term investment shall be valued in accordance with the Accounting
Standard issued by ICAI.
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Note: Unquoted debentures shall be treated as term loans or other type of credit
facilities depending upon the tenure of such debentures for the purpose of income
recognition and asset classification.
11. Need for policy on demand/ call loans
(1)  The Board of Directors of every applicable NBFC granting/ intending to grant
demand/call loans shall frame a policy for the company and implement the
same.
(2)  Such policy shall, inter alia, stipulate the following:
(i) A cut-off date within which the repayment of demand or call loan shall
be demanded or called up; \&9
(i) The sanctioning authority shall, record specific reaSO@ﬁ writing at the
time of sanctioning demand or call Ioa%q‘ @é qi/h -off date for
demanding or calling up such loan is sth@e%beX-’cQad a period of one
year from the date of sanction; Q s\\(\
(i)  The rate of interest which shall be@%yap% Q(?Jsuch loans;
(iv)  Interest on such loans, as shp@%t@@h@l\ e payable either at monthly
or quarterly rests; Q(b @ \‘b
(v)  The sanctioning auth@.[:@y Qﬁ? @ord specific reasons in writing at the
time of sanctlonl@g rga/ndgéf call loan, if no interest is stipulated or a
moratorium |s,g§anée}f f%"ény period,;
(vi) A cut- off Q&i@ @\re@gw of performance of the loan, not exceeding six
mont om@aenp ‘-gom the date of sanction;
(vii) Sucﬁ d@ﬁ%o&% gk
Q;ﬁy@:\?v h?ghb%n satisfactory compliance with the terms of sanction.
\‘°§ & \\Q ~o®
12. As e&@a%ﬁcf
The assetQPass@catlon norms as given below shall apply to every applicable NBFC
(except NBFCbI\/IFIs)

(1) Every NBFC shall, after taking into account the degree of well-defined credit

loans shall not be renewed unless the periodical

weaknesses and extent of dependence on collateral security for realisation, classify
its lease/hire purchase assets, loans and advances and any other forms of credit into
the following classes, namely:

(i) Standard assets;

(i) Sub-standard assets;
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(iii) Doubtful assets; and

(iv) Loss assets.

(2) The class of assets referred to above shall not be upgraded merely as a result of

rescheduling, unless it satisfies the conditions required for the upgradation.

(3) (i) Standard asset shall mean the asset in respect of which, no default in
repayment of principal or payment of interest is perceived and which does not

disclose any problem or carry more than normal risk attached to the business;

(i) “sub-standard asset” shall mean: \1;3(9
(a) an asset which has been classified as non-performing Q;a%t for a period

not exceeding 12 months. Qé OQ' ({/b

v Q
(b) an asset where the terms of the agreem@ rggéfd%lr% interest and/ or
principal have been renegotiated or re@g\d@ed\\&\r restructured after
: . f NOIPRS) :
commencement of operations, until th@Q\ ){ggy q@one year of satisfactory
performance under the renegotiatedgﬂe'r%@%e@{ed or restructured terms:
O
Provided that the classification of infrag@?ug@re\l&n as a sub-standard asset shall

)

be in accordance with the provisior@%ﬁ\qﬁe& 25 of these Directions.

. \@ S

(iii) Doubtful asset shall meaggo c,;\\o*\ &

(a) a term loan, o @9\0‘\@(&@

(b) a Iejase a&ssgé:t %gé /6003

(c) a hire pyrchqgg a&@e&/@‘/

(¢) anyStheisasset o
which rg@\ws@@\g{&,&%@am asset for a period exceeding 12 months.
(iv) Io§\as$ %B\Wéégn
(.a‘)QQQé%\E@which has been identified as loss asset by the applicable NBFC
or its iﬁi@rnal or external auditor or by the Bank during the inspection of the
applicable NBFC, to the extent it is not written off by the applicable NBFC;
and
(b) an asset which is adversely affected by a potential threat of non-
recoverability due to either erosion in the value of security or non-availability

of security or due to any fraudulent act or omission on the part of the borrower
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(v) Non-Performing Asset (referred to in these Directions as “NPA”) shall mean:
(a) an asset, in respect of which, interest has remained overdue for a period of three

months or more;

(b) a term loan inclusive of unpaid interest, when the instalment is overdue for a
period of three months or more or on which interest amount remained overdue for a

period of three months or more;

(c) a demand or call loan, which remained overdue for a period of three months or

more from the date of demand or call or on which interest amount remain&d overdue

for a period of three months or more; 617\(\
Q)’b
(d) a bill which remains overdue for a period of three months:or. r@%'re{/b
50 & D

@ WO .
(e) the interest in respect of a debt or the income@\r@}ivog&es under the head

N
‘other current assets’ in the nature of short E\e@hQ I@\ws@édvances, which facility
remained overdue for a period of three mon\tor@gb%m%re\,o\
N
(f) any dues on account of sale of asge\(t\s %Q}Se@@es rendered or reimbursement of

O O
expenses incurred, which remain%d}Bvs%qugfga period of three months or more;

N Q O
AR

(g) the lease rental and %@Q’p\l{m%ag@%stalment, which has become overdue for a
N
period of three month%‘§r@%' c,(b
RN\

&‘Q ,b"o /Q(,l(/b

/
(h) in respeck@lo&@, a@’rﬁ&?& and other credit facilities (including bills purchased
and disc%&eg)ﬁ\t @((\
accru&&@\toqc&té@\a%@vailable to the same borrower/ beneficiary when any of the
above c'r@ij[ {@é\h%e@ becomes non-performing asset:

A\
Provided t%agy}r@the case of lease and hire purchase transactions, an applicable

ba{a’hce outstanding under the credit facilities (including

NBFC shall classify each such account on the basis of its record of recovery.

12A. Clarifications on Asset Classficiation, etc.’

The instructions as given below shall apply to every applicable NBFC, including
NBFC-MFI:

7 Vide circulars DOR.STR.REC.68/21.04.048/2021-22 dated November 12, 2021 and DOR.STR.REC.85/21.04.048/2021-22
dated February 15, 2022
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(1) An amount is to be treated as overdue if it is not paid on the due date fixed by the
NBFC. The exact due dates for repayment of a loan, frequency of repayment,
breakup between principal and interest, examples of SMA/ NPA classification dates,
etc. shall be clearly specified in the loan agreement and the borrower shall be
apprised of the same at the time of loan sanction and also at the time of subsequent
changes, if any, to the sanction terms/ loan agreement till full repayment of the loan.
In cases of loan facilities with moratorium on payment of principal and/ or interest,
the exact date of commencement of repayment shall also be specified in the loan
agreements. In case of existing loans, compliance to these instructions shall
necessarily be ensured as and when such loans become due for renev@@éview.

(2) Every NBFC shall recognise incipient stress in loan account%fb’%mediately on

default, by classifying such assets as special mention ac&u&y@m«) as per the
% I

: . S
following categories: Q,\Q) @ A\@q/

Basis for classificafion< Principal or interest

SMA Sub-categories payment or any othercameimt wholly or partly
o2 Pvergue
%Q @Q) O®
SMA-0 Upto 30 days :
P Y\‘Q(b, N \\‘5\'\

SMA-1 More tha@%p‘ s and upto 60 days

’Qf%p V4 @Q‘@
SMA-2 Mo ‘qs’cﬁo s and upto 90 days

(b% ‘\KQ N

(3) The above instruc@%s\@a classification of borrower accounts are applicable

to all loans, |nclgénw%$l46ag§iblrrespectlve of size of exposure of the lending
institution. & ¥ ((\Q(b qfl’
(4) The b '%c&ﬂm shall be flagged as overdue by the lending institutions as
part @‘i%ié\‘@%y@d &&esses for the due date, irrespective of the time of running
such pr’ofs%sg&g @%ilarly, classification of borrower accounts as SMA as well as
NPA shall begb\%e as part of day-end process for the relevant date and the SMA or
NPA classification date shall be the calendar date for which the day end process is
run. In other words, the date of SMA/NPA shall reflect the asset classification status
of an account at the day-end of that calendar date.
Example: If due date of a loan account is March 31, 2021, and full dues are not
received before the lending institution runs the day-end process for this date,
the date of overdue shall be March 31, 2021. If it continues to remain overdue,

then this account shall get tagged as SMA-1 upon running day-end process on
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April 30, 2021 i.e. upon completion of 30 days of being continuously overdue.
Accordingly, the date of SMA-1 classification for that account shall be April 30,
2021.
Similarly, if the account continues to remain overdue, it shall get tagged as
SMA-2 upon running day-end process on May 30, 2021 and if continues to
remain overdue further, it shall get classified as NPA upon running day-end
process as per extant asset classification norms.
(5) Loan accounts classified as NPAs may be upgraded as ‘standard’ asset only if
entire arrears of interest and principal are paid by the borrower. NBFCs shall have
time till September 30, 2022 to put in place the necessary systems to i\@%ment this
provision. ,00
In case of borrowers having more than one credit facili;[g\,\q%@s\’aeébunts shall be
upgraded from NPA to standard asset category ongu@}'r refﬂ%yment of entire
arrears of interest and principal pertaining to allg@qu\rg@l j\\aﬁﬂ?ﬂes. With regard to
upgradation of accounts classified as NPA duthB rqsgu@@crfng, non-achievement of
date of commence of commercial operaﬂ'&?sQ@o ), etc., the instructions as
specified for such cases shall continue bﬁe@ﬁ%{&’le.
(6) Consumer Education on SMA/ %}L@&\Q@% QQO
With a view to increasing aws\b%%%s/ a%@ng the borrowers, NBFCs should place
consumer education Iiteregk@g gr}}w?websites, explaining with examples, the
concepts of date of o@@i{@\(scl\fg@and NPA classification and upgradation, with
specific reference,{q‘\\%’a%@%d/&oggss. NBFCs shall also consider displaying such
consumer edugatrfongm%rag@rec@}heir branches by means of posters and/or other
appropriate«@%d\@’&F 2!»9t” shall also be ensured that their front-line officers
educates\\‘bgjf\ro%%r\%gﬁ\og&all these concepts, with respect to loans availed by them,
at the n\k@\%\f %mﬁbt'gqidisbursallrenewal of loans.
< \@6
13. Provisioﬁqr}\g requirements
The provisioning requirements as given below shall apply to every applicable NBFC
(except NBFC-MFIs):
Every applicable NBFC shall, after taking into account the time lag between an
account becoming non-performing, its recognition as such, the realisation of the

security and the erosion over time in the value of security charged, make provision
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against sub-standard assets, doubtful assets and loss assets as provided
hereunder:-

Loans, advances and other credit facilities including bills purchased and discounted-
(1) The provisioning requirement in respect of loans, advances and other credit
facilities including bills purchased and discounted shall be as under:

(i) Loss Assets The entire asset shall be written off.
If the assets are permitted to remain in the
books for any reason, 100 per cent of the
outstanding shall be provided for;

(ii) Doubtful Assets (a) 100 per cent provision to @extent to
which the advance is no@fb%vered by the
realisable value of{@e ur{/@ to which the
applicable NB\F@ hag\a v@nd recourse shall
be madeQ Q\%q\l{é})le value is to be

estlma@ onea 8\@3’00 basis;
(b) ~¢er' an%(@\to item (a) above, depending

@%o%dhe@s eriod for which the asset has

)
’\Ooqﬁn @Q\g doubtful, provision to the extent of

X

O

\KQ’ Zgbper cent to 50 per cent of the secured

\Q} @ Q)onrtlon (i.e. Estimated realisable value of

@‘b Q O the outstanding) shall be made on the
% following basis:-

\
Period for Whl&%egéésq&as Per cent of provision

been@§ns{d‘ere(§%% doubtful

0 gt yoir 2
%%\Z %@Sé rs 3(())

Moréﬁa@?ree years 50

(i) Su@standard assets A general provision of 10 per
cent of total outstanding shall
be made.

(2) Lease and hire purchase assets -The provisioning requirements in respect of hire
purchase and leased assets shall be as under:
(i) Hire purchase assets - In respect of hire purchase assets, the total dues

(overdue and future instalments taken together) as reduced by
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(a) the finance charges not credited to the profit and loss account and
carried forward as unmatured finance charges; and

(b) the depreciated value of the underlying asset shall be provided for.

Explanation: For the purpose of this paragraph,
1.the depreciated value of the asset shall be notionally computed as the
original cost of the asset to be reduced by depreciation at the rate of
twenty per cent per annum on a straight-line method; and
2.in the case of second hand asset, the original cost shall be the actual

cost incurred for acquisition of such second-hand asset. ,\(\Q

A
Additional provision for hire purchase and leased assets ,00

(i) In respect of hire purchase and leased assets, ad@%@ggvlsmn shall be
V

made as under: 6 Q}
\ @«

Where hire charges or lease rentals are@e{st@e R

(@) upto 12 months (\ \1: Nil
2 ?
(b) Where hire charges or lease ren{a?é are o \{é{ ue 10 per cent of the
for more than 12 months uptg\ @lght%& net book value
(©) Where hire charges or le. a@%re overdue 40 per cent of the
36 months net book value

for more than 24 montfis Q\ul’ upto

Where hire charQéS %Cka@entals are overdue 70 per cent of the

@ for more thaQQ%’ r@%thg@@ut upto 48 months net book value
(e) Where Ja\}(e c%égeg,?r Le_,ase rentals are overdue 100 per cent of the
for mare t 4@\1 net book value
& \
’Z>$ ((\Q &)

(iii) Q@eépry\cﬁ)a %a\od of 12 months after the due date of the last instalment
ofN% gﬁu \safPeased asset, the entire net book value shall be fully provided
for. © << © 6
Notes: 6
1. The amount of caution money/ margin money or security deposits kept by
the borrower with the applicable NBFC in pursuance of the hire purchase
agreement may be deducted against the provisions stipulated under clause
(i) above, if not already taken into account while arriving at the equated
monthly instalments under the agreement. The value of any other security
available in pursuance to the hire purchase agreement shall be deducted

only against the provisions stipulated under clause (ii) above.
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2. The amount of security deposits kept by the borrower with the applicable
NBFC in pursuance to the lease agreement together with the value of any
other security available in pursuance to the lease agreement shall be
deducted only against the provisions stipulated under clause (ii) above.

3. It is clarified that income recognition on and provisioning against NPAs are
two different aspects of prudential norms and provisions as per the norms
are required to be made on NPAs on total outstanding balances including
the depreciated book value of the leased asset under reference after
adjusting the balance, if any, in the lease adjustment account. The fact that
income on an NPA has not been recognised shall not be ta@%s reason
for not making provision. ,00

4. An asset which has been renegotiated or rescl(& I@ﬁ’ atf‘/breferred to in
paragraph 12(3)(ii)(b) of these Directions sl”@bbe@\sub(-]standard asset or
continue to remain in the same categQG;/ {MQ it was prior to its
renegotiation or re-schedulement as z{ﬁbutgi%l q@set or a loss asset as the
case may be. Necessary prowsmf'sl@@ t{é\made as applicable to such
asset till it is upgraded. Q(b @ \(5\\0

5. The balance sheet to be %@\aqﬁ% b‘{he NBFC shall be in accordance with
the provisions cont@k% in Sléléparagraph (2) of paragraph 17 of the
Directions. \Q} Q)"b

6. All financial J@e@mt@% on or after April 1, 2001 shall attract the
prowsmn;QQs‘?e% en}g?tsbas applicable to hire purchase assets.

/ (\A (I/Q

14. Standar@%sQe\t p{)(%?sk%mg

Every @Pca{:ﬁ I}?@C\@efall make provisions for standard assets at 0.40 per cent by

the e @h@%hé@% and thereafter, of the outstanding, which shall not be

reckoned &F*arf@lng at net NPAs. The provision towards standard assets need not
be netted fro¢n gross advances but shall be shown separately as ‘Contingent

Provisions against Standard Assets’ in the balance sheet.

15A. Guidelines on Liquidity Risk Management Framework
Applicable non-deposit taking and all deposit taking NBFCs (irrespective of their
asset size) shall adhere to the set of liquidity risk management guidelines as detailed

in Annex Il of these Directions. However, these guidelines will not apply to Type |
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NBFC-NDs?8, Non-Operating Financial Holding Companies and Standalone Primary
Dealers. It will be the responsibility of the Board of each NBFC to ensure that the
guidelines are adhered to. The internal controls required to be put in place by NBFCs

as per these guidelines shall be subject to supervisory review.

15B. Guidelines on Maintenance of Liquidity Coverage Ratio (LCR)
In addition, to the guidelines as detailed in para 15.A above, the following categories
of NBFCs shall adhere to the guidelines on LCR including disclosure standards as

provided in Annex lll:

(i) All non-deposit taking NBFCs with asset size of 10,000 crore and@%e, and all
deposit taking NBFCs irrespective of their asset size, shall rgaintgﬁ)% liquidity buffer
in terms of LCR which will promote resilience of NBﬁb\@ @i{%ntial liquidity
disruptions by ensuring that they have sufficient Higggaag@u(@id Asset (HQLA) to
survive any acute liquidity stress scenario Iastin%@ ?@ﬁ\ag&%he stock of HQLA to
be maintained by the NBFCs shall be minig@n(g@‘l@\‘%er cent of total net cash
outflows over the next 30 calendar days(.bjﬂigéla\@uirement shall be binding on
NBFCs from December 1, 2020 with{tﬁé @Iﬂ@@ HQLAs to be held being 50 per
cent of the LCR, progressively reééﬁn/@'u@pqg)%e required level of 100 per cent by
December 1, 2024, as per th,iﬁ}%?‘l\@% gg.o\@% below:

From December 1, @Yéce@b’er@ December 1, | December 1, | December 1,
@ (%)
2020 7 <2024y 2022 2023 2024
Minimum 500/%\6 & 60% 70% 85% 100%
LCR AN P

Q 7 @\‘ (b(\ ) (1/\)

(i) All non-gﬁo.s\{(’:g ' QIg@Cs with asset size of 5,000 crore and above but less

than ;é\ Oﬁqr&gﬁ%&ilso maintain the required level of LCR starting December
XS

NI P
1, 20 l@ﬁé@g@ﬁzfehne given below:
From <'<]9es@‘[)er 1, | December 1, | December 1, | December 1, | December 1,
662020 2021 2022 2023 2024
Minimum 30% 50% 60% 85% 100%
LCR

(iii) Core Investment Companies, Type | NBFC-NDs, Non-Operating Financial
Holding Companies and Standalone Primary Dealers are exempt from the

applicability of LCR norms.

8 Type | NBFC-ND as defined in RBI press release dated June 17, 2016.
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16. Multiple NBFCs

Applicable NBFCs that are part of a corporate group or are floated by a common set
of promoters shall not be viewed on a standalone basis. The total assets of the
NBFCs in a group including deposit taking NBFCs, if any, shall be aggregated to
determine if such consolidation falls within the asset sizes of the two categories i.e.,
those with asset size of below ¥500 crore and those with asset size of ¥500 crore
and above. Regulations as applicable to the two categories shall be applicable to
each of the non-deposit taking NBFC within the group. For this purpose, Statutory
Auditors are required to certify the asset size of all the NBFCs in the Group.
However, NBFC-D, within the group, if any, shall be governed urlgegthe Non-
Banking Financial Companies Acceptance of Public Deposits@‘é\eserve Bank)
Direction, 2016 and Prudential Norms and other Dlrectlonﬁg§@ﬁ)l@ble to deposit

6
taking NBFCs. & 6\(0 %flx
e N
NANES
@ & O
17. Disclosure in the balance sheet (\ \17 .\\®

(1) Every applicable NBFC shall separa(&ﬁ/ @@cle‘\s\e in its balance sheet the
provisions made as per these Dwecho@vg{ﬁm&ﬁettmg them from the income or
RS
against the value of assets. C’)QO & QQ
.&@ /7 6
Qi
(2) The provisions shall be.\dstlgoxﬁy@% cated under separate heads of account as
\
under:- @‘b '0) \®

(i) prOV|S|or1§®°1" ba}?aggfﬂogbtful debts; and
(ii) prOV|S|oﬁs @ eg?écrﬁbn in investments.
((\

’b
@:O\ng;gghgnehot be appropriated from the general provisions and loss
reserv d&gn@%y the applicable NBFC.
R \QJ
(4) Such pI’OV%IOFIS for each year shall be debited to the profit and loss account. The
excess of provisions, if any, held under the heads general provisions and loss

reserves shall be written back without making adjustment against them.

(5) In addition to the above every applicable NBFC shall disclose the following

particulars in its Balance Sheet:

37



(i) Capital to Risk Assets Ratio (CRAR);
(i) Exposure to real estate sector, both direct and indirect; and

(iiif) Maturity pattern of assets and liabilities.

18. Accounting year
(1) Every applicable NBFC shall prepare its balance sheet and profit and loss
account as on March 31 every year. Whenever an applicable NBFC intends to
extend the date of its balance sheet as per provisions of the Companies Act, it shall
take prior approval of the Bank before approaching the Registrar of Companies for
this purpose. \&9
,00
(2) Even in cases where the Bank and the Registrar of Co(z;n@ i@‘s\’ fébt extension of
time, the applicable NBFC shall furnish to the Baq&é\@r\of%r&a balance sheet
(unaudited) as on March 31 of the year and the@&@?{t@y ,r\\eﬁrns due on the said
date. Every applicable NBFC shall finalise its(\éalagge.\shce)et within a period of 3
months from the date to which it pertains. ~Q®® Q)(bQ&
& P
NN

18A. Declaration of dividend by %@ﬁ\i@? ﬁFCs
Applicable NBFCs shall comp%\?&&%{hé f%ﬁ})wing guidelines to declare dividends.
(1) The Board of Directorsé\qﬁhig}}o@'&?ering the proposals for dividend, shall take
into account each of th@@lci@}&goﬁects:

(a) Supervise(‘?%fi(gé%ggoc?f(kye Reserve Bank on divergence in classification

and provois'rénia opr%m@(e}rforming Assets (NPAs).

(b) Q@Ifl&@%%&@ &tl@Auditors Report to the financial statements.

$§g§%@§e@q€§{8&h plans of the NBFC.

(2) On y\g@:%@c‘lh@%eet the following minimum prudential requirements shall be
eligible to ééé?gg@%ividend:

(a) NBQ:S shall have met the minimum capital requirements prescribed under

para 6 of these Master Direction in each of the last three® financial years

including the financial year for which the dividend is proposed.

(b) The net NPA ratio shall be less than six per cent in each of the last three

years, including as at the close of the financial year for which dividend is

proposed to be declared.

9 Where an NBFC has been in existence for less than three financial years, it shall be since registration.
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(c) NBFCs shall comply with the provisions of Section 45 IC of the Reserve
Bank of India Act, 1934.
(d) NBFCs shall be compliant with the prevailing regulations/ guidelines
issued by the Reserve Bank. The Reserve Bank shall not have placed any
explicit restrictions on declaration of dividend.
(3) NBFCs that meet the eligibility criteria specified in paragraph (2) above can
declare dividend upto a dividend payout ratio of 50 per cent. There will be no ceiling
on dividend payout ratio for eligible NBFCs that do not accept public funds and have
no customer interface.
(4) An NBFC which does not meet the applicable capital ratio require\ri@s and/ or
the net NPA ratio requirement as above, for each of the last thr%ﬁ]ancial years,
shall be eligible to declare dividend, subject to a cap of 1(g:¢9e @‘éﬁg@ the dividend
payout ratio, provided the NBFC complies with both th(ggéllc{)g\l’ng%cg&nditions:
(a) meets the applicable minimum capital@@éu@q&@(\as per these Master
Directions, in the financial year for which@tﬁ)r@pgsgézt% pay dividend, and
(b) has net NPA of less than four peo@g)nQ)?ggl\t e close of the said financial

© @ .
year. Q(b%@@ &(5\\
(5) The Board shall ensure that tch},@? ividend proposed for the financial year

does not exceed the ceilings @é%héi)@(i%ﬂﬁese guidelines. The Reserve Bank shall
not entertain any request f%@da&\ dgb%ensation on declaration of dividend.
(6) NBFCs declaring d{&@e\r@\ﬁsch@@'report details of dividend declared during the
financial year as ,Qé}%tpbe:.&om%tagrescribed in Annex lll A. The report shall be
furnished withinoe(fogjﬁ%h%@ﬁe@qe/claration of dividend to the Regional Office of the
Depaﬂmen{&w@v&@% bﬂﬁe Reserve Bank.

o\‘Qé @&@Q *OQ}
19. Sc; \\Séocf\ ﬁance sheet
Every agﬁ&\g%l@%BFC shall append to its balance sheet prescribed under the

Companies AQ, 2013, the particulars in the schedule as set out in Annex IV.

20. Transactions in Government securities
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Every applicable NBFC shall undertake transactions in Government securities
through its gilt account or its demat account or any other account, as permitted by
the Bank.

21. Loans against NBFCs own shares prohibited

No applicable NBFC shall lend against its own shares.

22. Loans against security of shares
Applicable NBFC lending against the collateral of listed shares shall,

(i) maintain a Loan to Value (LTV) ratio of 50 per cent for loans %@sﬁ\ted against
the collateral of shares. LTV ratio of 50 per cent shall beQa‘?alntalned at all
times. Any shortfall in the maintenance of the 50 @Q&?gﬁ“) occurring on
account of movement in the share prices shall%@*n@@eggod within 7 working

days. @Q &\Qg,QO
(ii) in case where lending is being done f@?mv@tm@t in capital markets, accept

Q
only Group 1 securities (spemﬂedqu S&QID/ @\lcy/ Cir - 9/2003 dated March
11, 2003 as amended from WS&QQ|@%ssued by SEBI) as collateral for
loans of value more than i@%kl}%tgffect to review by the Bank.

(iii) report on-line to sto%%x@g%q& on a quarterly basis, information on the
shares pIedged@'ﬁ% \;ggf by borrowers for availing loans in format as

O
@
given in Ann ég ) ‘b

23. Concentratloﬁ %% 7’ n&stment for applicable NBFC (except NBFC-
MFls W|th el@\ze&?@%ﬂg’ crore and above)

(1) N%ﬁ@ugiie O%e%au

<a?1y (g@gle borrower exceeding fifteen per cent of its owned fund; and
an?smgle group of borrowers exceeding twenty five per cent of its owned
fund,;
(i) investin
(a) the shares of another company exceeding fifteen per cent of its owned
fund; and
(b) the shares of a single group of companies exceeding

twenty five per cent of its owned fund;
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(iii) lend and invest (loans/ investments taken together) exceeding
(a) twenty five per cent of its owned fund to a single party; and

(b) forty per cent of its owned fund to a single group of parties.

Provided that the ceiling on the investment in shares of another company shall not
be applicable to an applicable NBFC in respect of investment in the equity capital of

an insurance company up to the extent specifically permitted, in writing, by the Bank.

Provided further that an applicable NBFC may exceed the concentration of credit/
investment norms, by 5 per cent for any single party and by 10 per ce\@%r a single

group of parties, if the additional exposure is on account of infrastr%é?e loan and/ or

é

Provided further that nothing contained in this par@ap\ ?q ppIy to

investment.

(A) investments of applicable NBFCs in sharesgf{‘ \17

O\
i. its subsidiaries; ‘Q Q)(b (\
ii. companies in the same groupsg &S \r&\

to the extent they have been redqu@?rQ&& d Funds for the calculation of NOF
and \KQ’ 4 6
(B) the book value of deben\@re%ﬁbo@& outstanding loans and advances (including
hire-purchase and Ieas@%a@ r@gﬂe to, and deposits with,-

i. sub&dmngsqb?tk@%pp%a%e NBFC; and

i. companrés @%q&bﬁnq%roup,

to the extentgﬁe&ﬁ\avgqﬁeev\%duced from Owned Funds for the calculation of NOF.
MY O
L D ‘0
Provﬁefg@ r@rhcture Finance Companies may exceed the concentration of
N
credit norm’@\o (;}\Q)

(A) in Iending%:
i. any single borrower, by ten per cent of its owned fund; and
ii. any single group of borrowers, by fifteen per cent of its owned fund;
(B) in lending to and investing in, (loans/ investments taken together)
i. a single party, by five percent of its owned fund; and

ii. a single group of parties, by ten percent of its owned fund.
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Provided further that the concentration of credit/ investment norms shall not apply to

any applicable NBFC not accessing public funds in India, either directly or indirectly

and not issuing guarantees.

(2) Every applicable NBFC (other than NBFC-D) shall formulate a policy in respect of

exposures to a single party / a single group of parties.

(3) An applicable NBFC which is held by an NOFHC shall not

(i) have any exposure (credit and investments including investments in the

equity/ debt capital instruments) to the Promoters/ Promoter Gr\o&b%ntities or

individuals associated with the Promoter Group or the NOF N

(i) make investment in the equity/ debt capital instrume&i&ﬁ’%p@bthe financial
LN

.. . O Vv
entities under the NOFHC; Q}Q) 0 PR

(iii) invest in equity instruments of other NOFHCQQ) s\\(\ ;\\o(\

<
Explanation: For the purposes of this paragQr)Qp(h,&h% .gifc))ression, 'Promoter' and

'Promoter Group' shall have the meanin%g@gas%e@\ o those expressions in the
QS O
"Guidelines for Licensing of New Banks;@ﬁ tg@%(igﬁte Sector" issued by the Bank —
)

\

Annex VI. O 09” O

otes: & &

Notes: N & QG

1. For determining the Iir%kié, %@}b\a@hc%e sheet exposures shall be converted into

AN

credit risk by ap&&@ﬁg\@heoﬁnversion factors as explained in paragraph
‘Explanation Il@ér}bab?er)@qﬁ:}hese Directions.

2. The investgeﬁtséﬁjegﬁﬂtqéls/ for the purposes specified in this paragraph shall
be trea{q@as\(agdé{%%g&’[ investment.

3. Th @ c\:g@%g%g’ﬁ%bebe applicable to the credit/ investment by an applicable

: NP
N Eg{\‘R\) ggﬁi’p@%s/firms in its own group as well as to the borrowers/ investee
N - 6

compafy’s group.

4. a.ln casebof factoring on "with-recourse" basis, the exposure shall be reckoned

on the assignor.

b. In case of factoring on "without-recourse" basis, the exposure shall be
reckoned on the debtor, irrespective of credit risk cover/ protection provided,
except in cases of international factoring where the entire credit risk has been

assumed by the import factor.
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24. Information with respect to change of address, directors, auditors, etc. to
be submitted
Every applicable NBFC shall communicate, not later than one month from the
occurrence of any change in:

(i) the complete postal address, telephone number/s and fax number/s of the

registered/corporate office;

(i) the names and residential addresses of the directors of the company;

(i) the names and the official designations of its principal officers;

(iv) the names and office address of the auditors of the company; and

(v) the specimen signatures of the officers authorised to sign on Q@Cﬁalf of the

S
company >
to the Regional Office of the Department of Supervision Qﬁ%@% o under whose
jurisdiction it is registered. @6 Q} ‘L
\ 6\ (\%«

& &\° &
25. Prudential Framework for Resolution of Qt?esQed @@sets

Applicable  NBFCs shall follow the m{ﬁtjc{b%s&ssued vide circular dated
DBR.No.BP.BC.45/21.04.048/2018- 19&&&4&@3 7, 2019 on ‘The Prudential
Framework for Resolution of StressQQ AQ%t @CD) may be noted that with reference to
paragraph 6 of this circular, th {9%3|§\6f %%ssmcatlon of SMA categories shall be as

specified in paragraph 12A(@Koféf§es%@|rectlons For projects under implementation,
the instructions g@ Q\KAJﬁ -ViI and circular DoR. NBFC
(PD).CC.No. 110/03@0933201%’2@ dated April 17, 2020 on ‘Prudential Norms on
Income Recogmtrﬁnﬁ %(ﬁa@r‘(catlon and Provisioning Pertaining to Advances -
Projects undg%qupﬁn&e@amoﬁ shall be applicable.

R
26. Dq\e\t (,\’?f °

DS

27. Loans agg'mst security of single product - Gold Jewellery
(1) (a) All applicable NBFCs shall

(i) maintain a Loan-to-Value (LTV) Ratio not exceeding 75 per cent for loans granted

against the collateral of gold jewellery;

Provided that the value of gold jewellery for the purpose of determining the
maximum permissible loan amount shall be the intrinsic value of the gold content
therein and no other cost elements shall be added thereto. The intrinsic value of the

gold jewellery shall be arrived at as detailed in paragraph 3 below.
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(i) disclose in their balance sheet the percentage of such loans to their total assets.

(b) NBFCs shall not grant any advance against bullion / primary gold and gold coins.
NBFCs shall not grant any advance for purchase of gold in any form including
primary gold, gold bullion, gold jewellery, gold coins, units of Exchange Traded

Funds (ETF) and units of gold mutual fund.

(2) Verification of the Ownership of Gold

(a) Where the gold jewellery pledged by a borrower at any one time or cumulatively
on loan outstanding is more than 20 grams, NBFCs shall keep a\L@%rd of the
verification of the ownership of the jewellery. The ownership verification need not
necessarily be through original receipts for the jewelle%(\%l ’Qd{/but a suitable
document shall be prepared to explain how the owne@'};?p.\%\rh%ijellery has been
determined, particularly in each and every case wI@e{h@ g@é\]ewellery pledged by

. . @ o .
a borrower at any one time or cumulatively onloan anding is more than 20
&L o2 O
grams. Q7 QD Q
© @ .
ARSI
NI
(b) NBFCs shall have an explicit %Q@cyqﬁ'et’ '@Q:egard as approved by the Board in
. : Q" 7/
their overall loan policy. $ O
policy O\ OQ

@\Q}. eé\ Q)(b%

(3) Standardization of \@@eK E%@géccepted as collateral in arriving at LTV Ratio
The gold jewellery&@%e{g)e@% Q?Q@Iateral by the Non-Banking Financial Company
shall be valued b{th&%lgﬂ%gﬁ%’thod:

(a) The golc&;&%@\w&@ep%d as collateral by the Non-Banking Financial Company
shall b g@lijoegbo@{gﬁ{@%ﬁto account the preceding 30 days’ average of the closing
price O .@a&é’g@?’as per the rate as quoted by the Bombay Bullion Association
Ltd. (BIB\Aﬁ\gr(&\me historical spot gold price data publicly disseminated by a
commodity e@hange regulated by the Forward Markets Commission.

(b) If the purity of the gold is less than 22 carats, the NBFC shall translate the
collateral into 22 carat and state the exact grams of the collateral. In other words,
jewellery of lower purity of gold shall be valued proportionately.

(c) NBFC, while accepting gold as collateral, shall give a certificate to the borrower
on their letterhead, of having assayed the gold and state the purity (in terms of

carats) and the weight of the gold pledged.
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(d) NBFCs may have suitable caveats to protect themselves against disputes during
redemption, but the certified purity shall be applied both for determining the

maximum permissible loan and the reserve price for auction.

(4) Auction
(a) The auction shall be conducted in the same town or taluka in which the branch
that has extended the loan is located. NBFCs can however pool gold jewellery from
different branches in a district and auction it at any location within the district, subject
to meeting the following conditions:
(i) The first auction has failed. {9
(i) The NBFC shall ensure that all other requirements of th%eﬁant directions
regarding auction (prior notice, reserve prlce sdénglf/b relationship,
disclosures, etc.) are met. ‘L

Non-adherence to the above conditions will attract Q??Q\Qé?nent action.

& 6“ ©
(b) While auctioning the gold the NBFC shatfﬂeﬁ%e@\reserve price for the pledged
ornaments. The reserve price for the pd\&igg& 0{®\nents shall not be less than 85
per cent of the previous 30-day ave@eq:?o%s @Qprlce of 22 carat gold as declared by
the Bombay Bullion Assocnat@Kithq\ Bg}\ or the historical spot gold price data
publicly disseminated by a@m&)@d%’@xchange regulated by the Forward Markets
Commission and valueg@tt@\]e\@@fery of lower purity in terms of carats shall be
proportionately req@d ’@ % ‘b
/ (\* (1/
(c) It shall b@ﬁtﬁ{\@tg@%n@e part of the NBFCs to provide full details of the value
fetche§ %ezgquoq{ 8@8’ the outstanding dues adjusted and any amount over and
O

above gtféar;bb%t@‘}\dlng shall be payable to the borrower.

< N
(d) NBFCs shgll disclose in their annual reports the details of the auctions conducted
during the financial year including the number of loan accounts, outstanding
amounts, value fetched and whether any of its sister concerns participated in the

auction.

(5) Safety and security measures to be followed by Non-Banking Financial

Companies lending against collateral of gold jewellery
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(a) Non-Banking Financial Companies, which are in the business of lending against
collateral of gold jewellery, shall ensure that necessary infrastructure and facilities
are put in place, including safe deposit vault and appropriate security measures for
operating the vault, in each of its branches where gold jewellery is accepted as
collateral. This is required to safeguard the gold jewellery accepted as collateral and

to ensure convenience of borrowers.

(b) No new branch/es shall be opened without suitable arrangements for security

and for storage of gold jewellery, including safe deposit vault.

e

(6) Opening Branches exceeding one thousand in number (bo

Non-Banking Financial Company which are in the busiress &I@ding against
. o NS

collateral of gold jewellery shall obtain prior approval o@@@e @hk@ open branches

O .
exceeding 1000. However, NBFCs which already @@\ve\(@%rg@han 1000 branches
O
shall approach the Bank for prior approval @Q\ié f@fbﬁ’\er branch expansion.

N\ N
Besides, no new branches shall be aIIongd@%%é\o&@\ed without the facilities for
storage of gold jewellery and minimurgosg%rit,;@ée\lcilities for the pledged gold
N &’0

' N\
jewellery. O

Q‘Q

Chapter - VI
Fair Practices Code for applicable NBFC

Applicable NBFCs having customer interface shall adopt the following guidelines:

28. Applications for loans and their processing
(1) All communications to the borrower shall be in the vernacular language or a

language as understood by the borrower.
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(2) Loan application forms shall include necessary information which affects the
interest of the borrower, so that a meaningful comparison with the terms and
conditions offered by other NBFCs can be made and informed decision can be taken
by the borrower. The loan application form shall indicate the documents required to

be submitted with the application form.

(3) Applicable NBFCs shall devise a system of giving acknowledgement for receipt of
all loan applications. Preferably, the time frame within which loan applications will be

disposed of shall also be indicated in the acknowledgement.

O

29. Loan appraisal and terms/ conditions 6{3
Applicable NBFCs shall convey in writing to the borrower in the veﬁ)(gcular language
as understood by the borrower by means of sanction Ie%@%@fﬁ%q@r@be, the amount
of loan sanctioned along with the terms and conditié;g@irg@di(r\tg«annualised rate of
interest and method of application thereof and k{@) tge\%gﬁ)tance of these terms
and conditions by the borrower on its record.@é\ c&(ﬁbl@ﬁs received against NBFCs
generally pertain to charging of high inte(rbe;s(t)/&@??as&éﬁ%rest, applicable NBFCs shall
mention the penal interest charged fo&{&e@@a nt in bold in the loan agreement.
.@C}\ A

Borrowers may not fully be aK e&\Qﬁh%Qerms and conditions of the loans including
rate of interest at the timggsq’ s\@%{@bof loans, either because the NBFC does not

provide details of th%%a@eo%o@he borrower has no time to look into detailed

N X :
agreement. Not fuﬁq\%@a Ac:ép the loan agreement or enclosures quoted in the
/

loan agreeme is\ u@(i\rqp?actice and this could lead to disputes between the
NBFC an%@eg&r%éé\\é\q”{h regard to the terms and conditions. Applicable NBFCs
shall &@%\gagc%@ocf}ﬁ% loan agreement as understood by the borrower along with
a copy eééh a&gmlosures quoted in the loan agreement to all the borrowers at

A\
the time of%agq}r%n / disbursement of loans.

30. Disbursement of loans including changes in terms and conditions

(1) Applicable NBFCs shall give notice to the borrower in the vernacular language or
a language as understood by the borrower of any change in the terms and conditions
including disbursement schedule, interest rates, service charges, prepayment

charges etc. Applicable NBFCs shall also ensure that changes in interest rates and
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charges are effected only prospectively. A suitable condition in this regard must be

incorporated in the loan agreement.

(2) Decision to recall/ accelerate payment or performance under the agreement shall

be in consonance with the loan agreement.

(3) Applicable NBFCs shall release all securities on repayment of all dues or on
realisation of the outstanding amount of loan subject to any legitimate right or lien for
any other claim they may have against borrower. If such right of set off is to be
exercised, the borrower shall be given notice about the same with fullcgartlculars
about the remaining claims and the conditions under which appllca@é\ NBFCs are
entitled to retain the securities till the relevant claim is settledépaldQ)

éo
31. General \Q) 6\(0 g«
(1) Applicable NBFCs shall refrain from mterfer@eén\?h%ngfalrs of the borrower
except for the purposes provided in the termsq&qb&n@?ons of the loan agreement

(unless information, not earlier disclosed @%@%ﬁ@r has been noticed).

(\‘Q @K \‘b
(2) In case of receipt of request frg’(@ tl@.@b r@/er for transfer of borrowal account,
the consent or otherwise ieo jeqtlon of the applicable NBFC, if any, shall be
conveyed within 21 days fn@ t é}daz@of receipt of request. Such transfer shall be

as per transparent cont@&u@em& in consonance with law.

\
(3) In the matter p,ﬁre@@e@pf @ms an applicable NBFC shall not resort to undue
harassment(§@ @rsg@%@bothenng the borrowers at odd hours, use muscle
power f%&c@ér(ﬁ?\ge%s etc. As complaints from customers also include rude
beha r@@ thedﬁ}\ of the companies, applicable NBFC shall ensure that the
staff are\aq?&Na@;/ trained to deal with the customers in an appropriate manner.

(4) As a measure of customer protection and also in order to bring in uniformity with
regard to prepayment of various loans by borrowers of banks and NBFCs, applicable
NBFCs shall not charge foreclosure charges/ pre-payment penalties on any floating
rate term loan sanctioned for purposes other than business to individual borrowers,

with or without co-obligant(s).

32. Responsibility of Board of Directors
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The Board of Directors of applicable NBFCs shall also lay down the appropriate
grievance redressal mechanism within the organization. Such a mechanism shall
ensure that all disputes arising out of the decisions of lending institutions'
functionaries are heard and disposed of at least at the next higher level. The Board
of Directors shall also provide for periodical review of the compliance of the Fair
Practices Code and the functioning of the grievances redressal mechanism at
various levels of management. A consolidated report of such reviews shall be

submitted to the Board at regular intervals, as may be prescribed by it.

33. Grievance Redressal Officer (\Q

At the operational level, all applicable NBFCs shall display the fol@wfh\‘ug information
prominently, for the benefit of their customers, at their Q@g{ﬁésrfbplaces where
business is transacted: \@6 6\(0 (\%fl,

(1) the name and contact details (Telephone / M&ﬁe Q;?%Oalso email address) of

the Grievance Redressal Officer who can b\gép%@&:t\@ by the public for resolution

of complaints against the Company. P 2 \30
(\\Q @K &(b

(2) If the complaint/ dispute is %&reﬁ’esggd within a period of one month, the
customer may appeal to the @be& C‘§arge of the Regional Office of Department
of Supervision of RBI ( m@%o@gfeég?contact details), under whose jurisdiction the

registered office of the6$p % FC falls.

‘b
34, Ombudsmar(fobﬁ'%%s q,

(1) Reserv Ig(ggra%d Ombudsman Scheme, 2021
NBFC sc‘@v\é qgg'éréb% Reserve Bank — Integrated Ombudsman Scheme, 2021
shall §p€£@t Eﬁhm@?’Nodal Officer in accordance with directions provided under the
N
said Scherﬁe )
&b

(2) Appointment of Internal Ombudsman
NBFCs fulfilling the criteria laid down under the circular on ‘Appointment of Internal

Ombudsman by Non-Banking Financial Companies’ dated November 15, 2021 shall

appoint the Internal Ombudsman and adhere to the corresponding guidelines.

35. Language and mode of communicating Fair Practice Code
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Fair Practices Code (which shall preferably be in the vernacular language or a
language as understood by the borrower) based on the directions outlined
hereinabove shall be put in place by all applicable NBFCs having customer interface
with the approval of their Boards. Applicable NBFCs will have the freedom of drafting
the Fair Practices Code, enhancing the scope of the directions but in no way
sacrificing the spirit underlying the above directions. The same shall be put up on

their website, if any, for the information of various stakeholders.

36. Regulation of excessive interest charged by applicable NBFC

(1) The Board of each applicable NBFC shall adopt an interest rate mqgeﬁaking into
account relevant factors such as cost of funds, margin and Q‘gbopremium and
determine the rate of interest to be charged for loans a&@ d;g%’ne% The rate of
interest and the approach for gradations of risk and {@ﬁbn\%@l‘g@arging different
rate of interest to different categories of borrower%éigu\%é Q'\Ks:&osed to the borrower
or customer in the application form and co@rqm\@g&ec\{egxplicitly in the sanction

letter. NRN
N \‘5\'
(2) The rates of interest and the ap\@@ac@‘%&@%dation of risks shall also be made
available on the website of the.&m%%aniesbg’published in the relevant newspapers.
The information published i&%e(»;q@e%%tg or otherwise published shall be updated
XS
whenever there is a cha&gﬁ’ i@hgeé@es of interest.
L o
A %)
N7 N
(3) The rate of intefest stAbKe a@bualised rate so that the borrower is aware of the

/ D Q
exact rates thg(wog@ b%@h rg(lfd to the account.
& ‘\0\ N ,\%b

WO .

37. C;S%\l&@? a\%ou{@féesswe interest charged by Applicable NBFCs

The Q{(\\Qla%(‘ge@c’receiving several complaints regarding levying of excessive
interest an&&g@es on certain loans and advances by NBFC. Though interest rates
are not regula?ed by the Bank, rates of interest beyond a certain level may be seen
to be excessive and can neither be sustainable nor be conforming to normal financial
practice. Boards of applicable NBFCs, therefore, shall lay out appropriate internal
principles and procedures in determining interest rates and processing and other
charges. In this regard the directions in the Fair Practices Code about transparency

in respect of terms and conditions of the loans are to be kept in view.
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38. Repossession of vehicles financed by applicable NBFCs

(1) Applicable NBFCs must have a built-in re-possession clause in the contract/loan

agreement with the borrower which must be legally enforceable. To ensure

transparency, the terms and conditions of the contract/loan agreement shall also

contain provisions regarding:

(i) notice period before taking possession;

(ii) circumstances under which the notice period can be waived;

(iiif) the procedure for taking possession of the security;

(iv) a provision regarding final chance to be given to the borrower for repayment of

loan before the sale/ auction of the property; \&9

(v) the procedure for giving repossession to the borrower; and Q)fbo
S

5O XN

(2) A copy of such terms and conditions must be @‘%Qd) ‘\v(%i{acBTe to the borrower
y e |

(vi) the procedure for sale/ auction of the property.

Applicable NBFCs shall invariably furnish a co;ixa@?\t{lé\loK \ggreement along with a
copy each of all enclosures quoted in the Iggf’a%rb%rg@} to all the borrowers at the
(\

time of sanction/ disbursement of loans®w. dPms a key component of such
ne @g&h\(b( y p

Q9 O
contracts/loan agreements. c’;QO @° S
Q" s R
: : N e
39. Lending against collateiﬂ%fgﬁd@nellery

{3
While lending to individua(lbég’ge\mcét\gﬁd jewellery, applicable NBFCs shall adopt the
following in addition to%ﬁ% %Qe‘:oaj%irections as above.
&\Q\ (b‘%\' /D
(i) They shall pout/in P cebB%ar@approved policy for lending against gold that shall
inter alia, cgﬁr 1@%@@9”
SRS
2.
a

A0
(@ha

(gg@%gg?%géég ensure that the KYC guidelines stipulated by the Bank are

co d and to ensure that adequate due diligence is carried out on the
Clzgf;eé\%zr:ore extending any loan,

(b) Proper assaying procedure for the jewellery received,

(c) Internal systems to satisfy ownership of the gold jewellery,

(d) Adequate systems for storing the jewellery in safe custody, reviewing the
systems on an on-going basis, training the concerned staff and periodic
inspection by internal auditors to ensure that the procedures are strictly
adhered to. Normally, such loans shall not be extended by branches that do

not have appropriate facility for storage of the jewellery,
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(e) The jewellery accepted as collateral shall be appropriately insured,

(f) Transparent auction procedure in case of non-repayment with adequate prior
notice to the borrower. There shall be no conflict of interest and the auction
process must ensure that there is arm’s length relationship in all transactions
during the auction including with group companies and related entities,

(g) The auction shall be announced to the public by issue of advertisements in
at least two newspapers, one in vernacular and another in national daily
newspaper,

(h) As a policy, the applicable NBFCs themselves shall not participate in the
auctions held, \é\g

(i) Gold pledged shall be auctioned only through auctloneer%e&)roved by the
Board, o)

() The policy shall also cover systems and procg@wegs@ Qe put in place for
dealing with fraud including separation of du{b@s o@nq\@ﬁatlon execution and

approval. (\ \1: ’KQ
P beo °
(i) The loan agreement shall also dlsclcgg@%e{a(ﬂs nQ@ardlng auction procedure.
S & ®>
(iii) Other Instructions c’}§ Q.Q
& L

\
(a) NBFCs financing ag%m?t 519 c%ﬂateral of gold must insist on a copy of the

PAN Card of the bor &vﬁé@r al{@ansactlon above %5 lakh.
O

(b) Documentaﬁo‘% Q%s all ches must be standardized.
ANPS N

"b
(c) NBFC@aﬂQ‘no&Q&L&@_}msleadmg advertisements like claiming the availability

of lo &n@ﬁ] ffior ofd-3 minutes.
Q, o°
<<\ &
Chapter - VII

Specific Directions applicable to NBFC-Factors and NBFC-ICCs registered
under the Factoring Regulation Act, 201110

40. Registration

10 Notification No. DOR.FIN.080/CGM(JPS) — 2022 dated January 14, 2022 (published in Official Gazette — Extraordinary —
Part-1ll, Section 4 dated January 17, 2022)
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(1) Every company intending to undertake factoring business shall make an
application to the Bank for grant of CoR as NBFC-Factor under the Factoring
Regulation Act, 2011 and shall ensure compliance with Principal Business Criteria

(PBC) as stipulated in Paragraph 42 of these directions.

(2) Any existing NBFC-ICC, intending to undertake factoring business, shall make
an application to the Bank for grant of CoR under the Factoring Regulation Act,
2011, if it satisfies the following eligibility criteria:

a. not accepting or holding public deposits;

b. total assets of 1,000 crore and above, as per the last audited balg%cg sheet;

N
c. meeting the NOF requirement as prescribed in Paragrap)&(\\J‘M of these

rect Q
directions; %
d. regulatory compliance. 5 X (19
> & @

(3) Any existing NBFC-ICC, which does not satii@Q%%sa\go&éogonditions but intends
to undertake factoring business, shall approaga(}h%c\é?a@\‘f%r conversion from NBFC-
ICC to NBFC-Factor. Such NBFC-ICCs (gglglkéggn\@y\mth the PBC as specified in
Paragraph 42 of these directions. (\\Q %Q} R4

C’;QO Qg) QQ
(4) Application for such conve@'&% (s)@eﬁl %ésubmitted with all supporting documents
meant for new registration é@S‘Ngﬁ%@gtor, together with surrender of original CoR
issued by the Bank to t@‘«l%@%—ggg’under Section 45IA of the RBI Act, 1934.

R | .

(5) An entity not pegls@%d(\»\glth@e Bank under the Factoring Regulation Act, 2011
may conduct@ biﬁéel)ng@(bp\t)jactoring, if it is an entity mentioned in Section 5 of the
Factorip‘%?gb%@afti\qﬁg@m 1, i.e. a bank or a body corporate established under an

Act of@%rﬁﬁg e{;@g@}aqe Legislature, or a Government Company;

A\ .(\(b d
N QO
(6) NBFC-gacgﬁ‘ or eligible NBFC-ICC which has been granted CoR by the Bank

under the Factoring Regulation Act, 2011, shall commence factoring business within

six months from the date of grant of CoR.

41. Net Owned Fund
Every company seeking registration as NBFC-Factor shall have a minimum Net

Owned Fund (NOF) of %5 crore, or as specified by the Bank from time to time.
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42. Principal Business
An NBFC-Factor shall ensure that its financial assets in the factoring business
constitute at least fifty per cent of its total assets and its income derived from

factoring business is not less than fifty per cent of its gross income.

43. Conduct of business and prudential regulations

NBFC-Factors or eligible NBFC-ICCs which have been granted CoR under the
Factoring Regulation Act, 2011 shall conduct the factoring business in accordance
with the Factoring Regulation Act, 2011 and rules and regulations framed under it or

the directions and guidelines issued by the Bank from time to time. Qq
\17

@’z’o
44. Asset Classification &

In addition to the prudential norms contained in Chapterey%f tﬁese@wectlons for an
NBFC-Factor or an NBFC-ICC, a receivable acqw@ L@er (&%orlng which is not
paid within three months of due date as ag&ﬂgiﬁ éﬁall be treated as non-
performing asset (NPA) irrespective of w@%@?er\@/able was acquired by the
factor or whether the factoring was carrl@%’ O{&)n\@lth recourse" basis or "without-
recourse" basis. The entity on whlchh @(p@re was booked shall be shown as

NPA and provisioning made accqﬁgfn ly. GQ"

O, O B
\@K @0 Q)(b
45. Risk Management Q\K (&@
Proper and adequatg{oont@ aﬁgc’reportlng mechanisms shall be put in place before
factoring business is L@gzér@ke an NBFC-Factor or eligible NBFC-ICC which has
been granted@R@d&&?&@actormg Regulation Act, 2011.
& O
é b Q
a. NB@S sﬂggﬂ 8&ry \? a thorough credit appraisal of the debtors before entering
into any\fé\ctgfmg@Qangement or prior to establishing lines of credit with the export
factor. b(;}\

b. Factoring services shall be extended in respect of invoices which represent

genuine trade transactions.

c. Since under “without recourse” factoring transactions, the NBFC is underwriting
the credit risk on the debtor, there shall be a clearly laid down board-approved limit

for all such underwriting commitments.
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d. NBFCs and banks shall share information about common borrowers. For the
purpose of exchange of information, the assignor will be deemed to be the borrower.
NBFCs shall ensure to intimate the limits sanctioned to the borrower to the
concerned banks/ NBFCs and details of debts factored so as to avoid double

financing.

46. Export/ Import Factoring
Foreign Exchange Department (FED) of the Bank gives authorization to Factors
under FEMA, 1999. NBFC-Factors or NBFC-ICCs which have been granted CoR
under the Factoring Regulation Act, 2011, intending to deal in forei%gexchange
through export/ import factoring, shall make an application to FE%&%r necessary
authorization under FEMA, 1999 to deal in foreign exchangg@ndogg?\e{)e to the terms
and conditions prescribed by FED and all the relevanb&ov@oméo}/f the FEMA or
Rules, Regulations, Notifications, Directions or Orde@\%@?t sunder from time to

R &S

time. <

Chapter — Vi
Specific Directions applicable to Infrastructure Debt Fund - Non-Banking

Financial Companies (IDF-NBFCs)

47. The IDF shall be set up either as a trust or as a company. A trust based IDF shall
normally be a Mutual Fund (MF) while a company based IDF shall normally be a

NBFC. IDF- NBFC shall raise resources through issue of either Rupee or Dollar
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denominated bonds of minimum 5 year maturity. With a view to facilitate better ALM,
IDF-NBFCs can raise funds through shorter tenor bonds and commercial papers
(CPs) from the domestic market to the extent of upto 10 per cent of their total
outstanding borrowings. IDF-MF shall be regulated by SEBI while IDF-NBFC shall be
regulated by the Bank.

48. Eligibility Parameters

(1) NBFCs as Sponsors of IDF-MFs

All NBFCs shall be eligible to sponsor (sponsorship as defined by SEBI Regulations

for Mutual Funds) IDFs as Mutual Funds with prior approval of the B@E%ubject to

the following conditions, in addition to those prescribed by SEBI: @Q

(i)  The NBFC shall have a minimum Net Owned Funds@ 6\0%%00 crore and
Capital to Risk Weighted Assets (CRAR) of 15 pg@%ntb\ ‘L

(i) Its net NPAs shall be less than 3 per cent of ns@(gg\\@ng@

(i) 1t shall have been in existence for at Ieast{é&eass @

(iv) It shall be earning profits for the Iastm@ee@%a@\and its performance shall be
satisfactory; \0’09% @Q)&rb

(v) The CRAR of the NBFC post\t@\/ the IDF-MF shall not be less than
the regulatory minimum QénQe f %‘

(vi) The NBFC shall contm\@% t%cﬁra@ém the required level of NOF after accounting
for investment in t@%r@se@@bF MF and

(vii) There shall b&‘(b s@%rv/s%({g;oncerns with respect to the NBFC.

/ (\* (1/
) IFCs sett@;% u@%@%ﬁ&

OnIyN§&€ h';& %ag)sgp%sor IDF-NBFC with prior approval of the Bank and subject

to the Il{q‘@i @%n@ﬁbns

(i) Sponﬁ& IE@% shall be allowed to contribute a maximum of 49 percent to the
equity opthe IDF-NBFCs with a minimum equity holding of 30 percent of the
equity of IDF-NBFCs;

(i) Post investment in the IDF-NBFC, the sponsor NBFC-IFC must maintain
minimum CRAR and NOF prescribed for IFCs;

(i) There are no supervisory concerns with respect to the IFC.

(3) Tripartite Agreement
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IDF-NBFCs shall enter into Tripartite Agreements to which, the Concessionaire, the
Project Authority and IDF-NBFC shall be parties. Tripartite Agreement binds all the
parties thereto to the terms and conditions of the other Agreements referred to
therein also and which collectively provide, inter alia, for the following:

(i) take over a portion of the debt of the Concessionaire availed from Senior
Lenders,

(i) a default by the Concessionaire, shall trigger the process for termination of the
agreement between Project Authority and Concessionaire,

(iii) the Project Authority shall redeem the bonds issued by the Concessionaire
which have been purchased by IDF-NBFC, from out of the termin payment
as per the Tripartite Agreement and other Agreements r%eged to therein
(compulsory buyout), fbob OQ’Q({})

(iv) the fee payable by IDF-NBFC to the Project Au’%@ﬁté\%s\n%ufﬂaally agreed upon
between the two. @QQ) s\\(\ C’;\\O(\

NP
(4) NBFC and IFCs that fulfil the eligibil%@%%eﬁv\a&a@ above shall approach the
Central Office of the Department O‘fQ @@e@%ti(g\t@ Reserve Bank of India, for

sponsoring IDFs as MFs and NBFC&@S@@&&@&
AN
49. Investment by NBFCs a@ﬁi&ﬁn%ﬂ?s
The exposure of sponsor(bb}&Fg@f"llé@%@and non-sponsor NBFCs/ IFCs to the equity
N
and debt of the IDFs @I eQ red by the extant credit concentration norms as
NSO
given under Chapfe? rz;%fg?ésgl‘;birections. As regards foreign exchange related
/
aspects of th&@n@in%’b?ébDfﬁf-NBFCs, the guidelines issued by Foreign Exchange
Departme%tfzbfbtkfé (li\%g'émended from time to time shall be adhered to.
@7 .0
&\ XS o xO
o &® OO
AN
.%\ QD
50. Credit agﬁg

IDF-NBFC shall have at the minimum, a credit rating grade of 'A' issued by any of

the SEBI-registered Credit Rating Agencies.

51. Capital Adequacy
The IDF-NBFC shall have at the minimum CRAR of 15 per cent and Tier Il Capital of
IDF—NBFC shall not exceed Tier I.

52. Investment by IDF-NBFCs
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IDF-NBFCs can invest in post COD infrastructure projects which have completed at
least one year of satisfactory commercial operation that are:

(i) PPP projects and are a party to a Tripartite Agreement with the Concessionaire
and the Project Authority for ensuring a compulsory buyout with termination
payment.

(i) non-PPP projects and PPP projects without a Project Authority, in sectors where

there is no Project Authority.

53. Credit Concentration Norms

In addition to the provisions under Chapter V of these Directions, the fo@ing credit
concentration norms shall be applicable to IDF-NBFCs @&

(i) for PPP and post COD infrastructure projects which ha(b\(@coaﬁle{/éﬁ at least one
year of satisfactory commercial operation and the IDF-\%@E(\;O}SZ ﬂﬁ%ty to a Tripartite
Agreement with the Concessionaire and the %@%{3{0 ’L{\@rity for ensuring a
compulsory buyout with termination paymer&k\ﬁ%gaéo\@ﬂg additional exposures
shall be applicable: N4 Q)?O&

(a) The maximum exposure that a{t\@%{N%E(§ can take on individual projects
shall be at 50 per cent of itsc@@@at unds [Tier | plus Tier Il as defined in
Chapter Il of these Dire%i@?fso](\/ @6

(b) An additional exposu\@u%@ @’@%er cent can be taken at the discretion of the
Board of the |DF§[§F\@\‘ 2°

(c) The Bank 9@@%@&1 ;&e,igt of an application from an IDF-NBFC and on
being sgtisfie%\%a%dﬁ&lﬁéncial position of the IDF-NBFC is satisfactory,
pern”{%%qgﬁgngdigzp&hre up to 15 per cent (over 60 per cent) subject to
S\ Ag@ﬁdi\;gg@s\oﬁelt may deem fit to impose regarding additional prudential

@%@@u%@%. o°
(i) Expo&@g i@qespect of other assets shall be governed by the directions as
applicable to mrastructure Finance Companies as given in paragraph 23 of these

Directions.

Chapter - IX
Specific directions applicable to Non-Banking Financial Company — Micro
Finance Institutions (NBFC-MFIs) and Microfinance Loans of applicable NBFCs
including NBFC-MFls
54. Entry Point Norms
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All new companies desiring registration as NBFC-MFIs shall need a minimum NOF
of 5 crore (except those in the North Eastern Region of the country which will
require NOF of %2 crore till further notice, as hitherto) and shall comply, from the
beginning, with all other criteria applicable to NBFC-MFlIs.

55. Prudential Norms

(i) Capital Adequacy

NBFC-MFIs shall maintain a capital adequacy ratio consisting of Tier | and Tier Il
Capital which shall not be less than 15 per cent of its aggregate risk weighted
assets. The total of Tier Il Capital at any point of time, shall not excee&{’@b per cent
of Tier | Capital. The risk weights for on-balance sheet asseggbgnd the credit
conversion factor for off-balance sheet items will be as 'gévé@ nf.):hapter IV of

O
these directions. \Q) 6\(0 (\%fl,
Q,Q &\° Y
Note: (\ \l“ \Q

1. For loans guaranteed by Credit Rlsk&a@ﬁeg und Trust for Low Income
Housing (CRGFTLIH), NBFC- MHQ@SI%)Q‘F# agélgn zero risk weight for the
guaranteed portion. The baIanc%@%@@n @n excess of the guaranteed portion
shall attract a risk-weight a%égfal{ed %ﬁ@hapter IV of these directions.

\Q} C}\ Q)‘?}
(ii) Asset classmcatlo@&\@}ovﬁonmg norms

All NBFC-MFIs shalido (gﬁﬁ ,falognng norms:
(a) Asset Classm’cagﬁ wa

i. Standﬁd Qs\se Q’\gahg)ﬂwe asset in respect of which, no default in repayment

rmg%alnp Sﬁhent of interest is perceived and which does not disclose
§® ro,gtéfn@& carry more than normal risk attached to the business;

ii. Nor{@\erffgmlng asset means an asset for which, interest/principal payment

has rer?alned overdue for more than 90 days.

(b) Provisioning Norms
i. For non-performing assets related to microfinance loans of NBFC-MFls,
provisioning norms shall be as below:
The aggregate loan provision to be maintained by NBFC-MFIs at any point of

time shall not be less than the higher of (a) 1 per cent of the outstanding loan
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portfolio or (b) 50 per cent of the aggregate loan instalments which are
overdue for more than 90 days and less than 180 days and 100 per cent of
the aggregate loan instalments which are overdue for 180 days or more.

ii. If the advance covered by Credit Risk Guarantee Fund Trust for Low Income
Housing (CRGFTLIH) guarantee becomes non-performing, no provision need
be made towards the guaranteed portion. The amount outstanding in excess
of the guaranteed portion shall be provided for as per provisioning norms as

mentioned in paragraph 13 of these Directions.

(iii) All other provisions contained in Chapter V of these Directiogﬁ\i\(z\/here not
contradictory to the contents of this paragraph, shall be applicable Q%’&\BFC-MFIS.

,boé > q?
(iv) An NBFC, which does not qualify as an NBFC-@ s\ (g)(&end microfinance
loans to micro finance sector, which in aggregate (g§e®§\ @\@%ed 25 per cent of its
total assets. @(\‘ &00.\@0
Qo0
56. Deleted " O X
@ S
57. Deleted RPN
o ng
58. Deleted Q\@ &7 D
Q
59. Deleted? ) @C} QP
(b% N N
60. Channelizing Ag\g i@or %éﬁemes operated by Central/ State Government
. &‘Q ©" ;D
Agencies P & XY Qq,
(i) NBFC-MFIgQaQ@% as) afr}ﬁelizing Agents for Schemes operated by Central/
N

State Gov@@n@]@@@nc@s shall abide by the following guidelines:
(a@mﬁst&@\se&& managed by NBFC-MFlIs in their capacity as channelizing
a‘gé\ni\g\’agrgggntrall State Government Agencies shall be considered as a
separa@s%usiness segment. These loans shall not be included either in the
numerator (microfinance loans) or the denominator (total assets) for the
purpose of determining compliance with the minimum threshold of

microfinance loans.

1 In view of instructions contained in Master Direction — Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022
12 In view of instructions contained in Master Direction — Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022
13 1n view of instructions contained in Master Direction — Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022
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(i) The NBFC-MFIs may act as channelising agents for distribution of loans under
special schemes of Central/ State Government Agencies subject to following
conditions:

(a) accounts and records for such loans as well as funds received/ receivable
from concerned agencies shall be maintained in the books of NBFC-MFI
distinct from other assets and liabilities, and depicted in the financials/ final
accounts/balance sheet with requisite details and disclosures as a separate

segment;

(b) such loans shall be subject to applicable asset classificggbg?, income

recognition and provisioning norms as well as other prt%e&ial norms as

applicable to NBFC-MFIs except in cases where th A oes not bear
PP P %d%@e“@w

o S

any credit risk; (&Q) 6\(0 %fl,
(%) \(\ \O(\

(c) all such loans shall be reported to cred@%{t@&ng@éﬁ companies (CICs) to

(\
prevent multiple borrowings and pre%eﬂt%@mﬁ @picture of indebtedness of

a borrower. > @Q) ;\30(\
7 o
AP S
S
5 908

61. Deleted <9 7
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62. Geographical Dive c@ion(»@
NBFC-MFIs shall a%gboag\l'@}théchoards for fixing internal exposure limits to avoid
/
any undesirable cpﬁc@@a@ i(rl/ég')ecific geographical locations.
@ &
fz§00® ((\Q '\qﬁ
63. Forr@%%@\f QRBQQ‘
All N@J@ﬁs(\éh(%(bgcome member of at least one Self-Regulatory Organization
(SRO) ’ 'ggl(\\l(bs\éécognized by the Bank and shall also comply with the Code of
Conduct presc‘ﬂoed by the SRO. Further, the SRO holding recognition from the Bank
shall have to adhere to a set of functions and responsibilities as mentioned in Annex
XIl. The same may be modified by the Bank from time to time to improve the

efficiency of the sector.

64. Monitoring of Compliance
The responsibility for compliance to all regulations prescribed for NBFC-MFIs lies

primarily with the NBFC-MFIs themselves. The industry associations/SROs shall
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also play a key role in ensuring compliance with the regulatory framework. In
addition, banks’ lending to NBFC-MFIs shall also ensure that systems, practices and

lending policies in NBFC-MFIs are aligned to the regulatory framework.

65. Deleted 4

65A. Directions for Microfinance Loans

Applicable NBFCs shall be guided by the Reserve Bank of India (Regulatory

Framework for Microfinance Loans) Directions, 2022, as amended from time to time.

o«
,00
o ofbfb
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AN 6\(0 (o}
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SN
@ O QP
(b% Q\K (&@
S ®\ O~ Section -l
,QQ\ ‘bé\' /zewernance Issues
/ S
@ Qo

& KL N Chapter - X
&(b% u'@jﬁo@Transfer of Control of Applicable NBFCs
§&Q‘\‘Q® '\(b‘\ 6O
66. A a&ﬁﬁc%b% @}C, shall require prior written permission of the Bank for the
AN
following: Q\Q\(z}@

(a) any takeover or acquisition of control of the applicable NBFC, which may or may

not result in change of management;

14 1n view of instructions contained in Master Direction — Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022
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(b) any change in the shareholding of the applicable NBFCs, including progressive
increases over time, which would result in acquisition/ transfer of shareholding of 26

per cent or more of the paid-up equity capital of the applicable NBFC.

Provided that, prior approval shall not be required in case of any shareholding going
beyond 26 per cent due to buyback of shares/ reduction in capital where it has
approval of a competent Court. The same shall be reported to the Bank not later

than one month from its occurrence;

(c) any change in the management of the applicable NBFC which result%bin change

in more than 30 per cent of the directors, excluding independent direc&g&g
>

Q
Provided that, prior approval shall not be required in case\\%f qﬁoté’% who get re-
NG

elected on retirement by rotation. Q}Q) 6\(0 o

@° O ;QO(\

67. Notwithstanding paragraph 66 applicable@k@g @\Q@]} continue to inform the

N\

Bank regarding any change in their director%@%a@ageﬁq@ﬂ.
S @

@S

68. Application for prior approval Q %Q &

: 2O 0O :

(1) Applicable NBFCs shall subr&&:‘an/gbpdz&tlon, in the company letter head, for

obtaining prior approval of theﬁ@n\@%lo%@wnh the following documents:

(a) Information about the %3%003@8\%@306/ shareholders as per the Annex XIlI;
(b) Sources of fund%oQ@e %Qfaosed shareholders acquiring the shares in the
applicable NBFC; NN 87 Qc{,b

(c) Declaratio§(by \t{\@ pr@(ia?a/directors/ shareholders that they are not associated
with any %gﬁb%r&r bady that is accepting deposits;

(d) D@@Q@% %(%%&posed directors/ shareholders that they are not associated
with any\&r@})@%e application for Certificate of Registration (CoR) of which has
been rejecfgd the Bank;

(e) Declaration by the proposed directors/ shareholders that there is no criminal
case, including for offence under section 138 of the Negotiable Instruments Act,
against them; and

(f) Bankers' Report on the proposed directors/ shareholders.
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(2) Applications in this regard shall be submitted to the Regional Office of the
Department of Supervision in whose jurisdiction the Registered Office of the

applicable NBFC is located.

69. Requirement of Prior Public Notice about change in control/ management

(1) A public notice of at least 30 days shall be given before effecting the sale of, or
transfer of the ownership by sale of shares, or transfer of control, whether with or
without sale of shares. Such public notice shall be given by the applicable NBFC and
also by the other party or jointly by the parties concerned, after obtaining the prior

permission of the Bank. \(9

A
o

(2) The public notice shall indicate the intention to sell or t;gr%f @'I\éqgrship / control,
the particulars of transferee and the reasons for such\@e.@;\&an@fer of ownership /

control. The notice shall be published in at Ieasé@nq\ié‘aq@national and in one
leading local (covering the place of registered %fﬁ%e&grr\q@ﬁ)lar newspaper.

Qo0
69A. Investment in applicable NBFCs f&gﬁi&%&-compliantjurisdictions
NBFCs shall ensure compliance to tcl){s\?nsaﬂ}c&@% as specified in paragraph 5A of
these directions. C’)Q <& Qp

\\
< ,;}\Q’ Chapter - XI
o Corporate Governance

70. Constitution of Committees of the Board

(1) Audit Committee
(i) All applicable NBFCs shall constitute an Audit Committee, consisting of not less

than three members of its Board of Directors.
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Explanation I: The Audit Committee constituted by an applicable NBFC as required
under section 177 of the Companies Act, 2013 shall be the Audit Committee for the
purposes of this paragraph.

Explanation IlI: The Audit Committee constituted under this paragraph shall have the
same powers, functions and duties as laid down in section 177 of the Companies
Act, 2013.

(i) The Audit Committee must ensure that an Information System Audit of the
internal systems and processes is conducted at least once in two years to assess

operational risks faced by the applicable NBFCs.

o«
(2) Nomination Committee >

All applicable NBFCs shall form a Nomination Committe%@gaﬁ’lrgesﬁt and proper’
status of proposed/ existing directors. \@6 . \Q}\%fl/

Explanation I: The Nomination Committee cons@t’é@%&{&n%ﬁ*\this paragraph shall
have the same powers, functions and dutie%@%éqi?d\@% in section 178 of the

Companies Act, 2013. N Q)(b Q

S N
(3) Risk Management Committee&o Qg) QQ
To manage the integrated rislb‘ég'a ﬁc%&e NBFCs shall form a Risk Management
Committee, besides the Ass\é Liéb’?iw%anagement Committee.
71. Appointment @&;g}%ls/keb icer
(1) With the increésia&ojgs%f d’@glsz in direct credit intermediation, there is a need

NS Qs : :

for NBFCs@%u@er&;‘h {(@anagement practices. While Boards of NBFCs should

N
strive t@q%&gqgtcﬁrso%ces in risk management, NBFCs with asset size of more
I\ \! L\
than D@@ cpgjg i@%ategories - Investment and Credit Companies, Infrastructure
AR

Finance G’Q?n%q_ﬁqes, Micro Finance Institutions, Factors and Infrastructure Debt
Funds shall a?point a CRO with clearly specified role and responsibilities. The CRO
is required to function independently so as to ensure highest standards of risk

management.

(2) The NBFCs shall strictly adhere to the following instructions in this regard:
(a) The CRO shall be a senior official in the hierarchy of an NBFC and shall possess

adequate professional qualification/ experience in the area of risk management.
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(b) The CRO shall be appointed for a fixed tenure with the approval of the Board.
The CRO can be transferred/ removed from his post before completion of the tenure
only with the approval of the Board and such premature transfer/ removal shall be
reported to the Department of Supervision of the regional office of the Bank under
whose jurisdiction the NBFC is registered. In case the NBFC is listed, any change in
incumbency of the CRO shall also be reported to the stock exchanges.

(c) The Board shall put in place policies to safeguard the independence of the CRO.
In this regard, the CRO shall have direct reporting lines to the MD & CEO/ Risk
Management Committee (RMC) of the Board. In case the CRO reports to the MD &
CEO, the RMC/ Board shall meet the CRO without the presence of th\&(}% & CEO,
at least on a quarterly basis. The CRO shall not have any reportin,%fz&ationship with
the business verticals of the NBFC and shall not be gi(\é@g @?g{}ness targets.
Further, there shall not be any ‘dual hatting’ i.e., th&@l{é\)& %I[lnot be given any
other responsibility. @QQ) s\\(\ ;\\o(\

(d) The CRO shall be involved in the procesg\%f iglgntL{@Ca)tion, measurement and
mitigation of risks. All credit products (retail&%vl@?g%‘}e shall be vetted by the CRO

9 @_ .0
from the angle of inherent and contm@ri%@. {ﬁé CRO'’s role in deciding credit
NP

@%‘f

(e) In NBFCs that follow co %%Q\ép%ioach in credit sanction process for high
value proposals, if the C%@K‘is@d}}e@?he decision makers in the credit sanction
process, the CRO sh%&ﬁa{@\/%tﬂ% power and all members who are part of the

credit sanction prg@&,{b&;%ll)’%ivgiually and severally be liable for all the aspects,
including risk pers’pe& e @te@(g the credit proposal.

QO
. . q«
72. Fit and«@%p\g&%{&&a\

(1) Ag@%\%@%bﬁ;b all

: YRS
(i) en u@a&(&p@%y is put in place with the approval of the Board of Directors for

A\
ascerté{h{ﬁ @% fit and proper criteria of the directors at the time of appointment,

proposals shall be limited to being 8@3

and on a %ntinuing basis. The policy on the fit and proper criteria shall be on the
lines of the Guidelines contained in Annex XIllI;

(i) obtain a declaration and undertaking from the directors giving additional
information on the directors. The declaration and undertaking shall be on the
lines of the format given in Annex XIV;

(iii) obtain a Deed of Covenant signed by the directors, which shall be in the format

as given in Annex XV,
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(iv) furnish to the Bank a quarterly statement on change of directors, and a certificate
from the Managing Director of the applicable NBFC that fit and proper criteria in
selection of the directors has been followed. The statement must reach the
Regional Office of the Department of Supervision of the Bank where the
company is registered, within 15 days of the close of the respective quarter. The
statement submitted by applicable NBFC for the quarter ending March 31, shall
be certified by the auditors.

Provided that the Bank, if it deems fit and in public interest, reserves the right to

examine the fit and proper criteria of directors of any NBFC irrespective of the asset

size of such NBFC. \&9

73. Disclosure and transparency ,00

(1) All applicable NBFCs shall put up to the Board of Dir%&r @’t rggular intervals,

as may be prescribed by the Board in this regard, the @wi\@&%?/

(i) the progress made in putting in place a progre(sb@e{iék rr\kaﬁ\agement system and
risk management policy and strategy foIIowgd\)&Lh% Q@cﬁcable NBFC;

(i) conformity with corporate governance sﬁno@f@s&\z in composition of various
committees, their role and functionso%?a%'@éﬁri\ \%f the meetings and compliance
with coverage and review functi&éé,\q&% QQO

(2) All applicable NBFCs sha%éfg%@éc@ée the following in their Annual Financial

Statements, with effect frorg\@l‘aﬁrgf)%%@%1 5:

(i) registration/ Iicenca@t@Tsa@%, by whatever name called, obtained from other
financial sectoKﬂé‘gug@?l’s;/% 0y

(ii) ratings ass&;ﬁe%@ %@éitr@‘}fng agencies and migration of ratings during the
year: ’0“400@0 KR,9

(i) pen@%s g?:;r)g,(l)e i %&by any regulator;

N Y oy | y |

(iv) in [r\{(&ilo%(%a@y, area, country of operation and joint venture partners with
regard@j%}i@z ventures and overseas subsidiaries and

(v) Asset—LiaQIity profile, extent of financing of parent company products, NPAs and
movement of NPAs, details of all off-balance sheet exposures, structured

products issued by them and other disclosures, as given in Annex XVI.

74. Rotation of partners of the Statutory Auditors Audit Firm
All applicable NBFCs shall rotate the partner/s of the Chartered Accountant firm

conducting the audit, every three years so that same partner shall not conduct audit
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of the company continuously for more than a period of three years. However, the
partner so rotated shall be eligible for conducting the audit of the applicable NBFC
after an interval of three years, if the applicable NBFC, so decides. The applicable
NBFC shall incorporate appropriate terms in the letter of appointment of the firm of
auditors and ensure its compliance.

Note: The provisions of this para may be read with the provisions contained in
circular, DoS.CO.ARG/SEC.01/08.91.001/2021-22 dated April 27, 2021 on
‘Guidelines for Appointment of Statutory Central Auditors (SCAs)/ Statutory Auditors

(SAs)’, as amended from time to time.

o«
75. Framing of Internal Guidelines Q)fbo
All applicable NBFCs shall frame their internal guidelines{b& @%&F@E governance
with the approval of the Board of Directors, enhanciQ@th\(bs\cog@/of the guidelines
without sacrificing the spirit underlying the above %@ié{r@s%@ it shall be published

on the company's website, if any, for the inforr’%gtl{on&gR/a\{%%s stakeholders.
P P

Section — IV
Miscellaneous Issues
Chapter - XII

Opening of Branch/ Subsidiary/ Joint Venture/ Representative Office or
Undertaking Investment Abroad by NBFCs

The Directions contained in this chapter are in addition to those prescribed by

Foreign Exchange Department for overseas investment.
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76. Prior approval of the Bank shall be obtained in cases of opening of
branch/subsidiary/joint venture/representative office or undertaking investment
abroad by applicable NBFCs. No applicable NBFC shall open subsidiaries/ joint
ventures/ representative office abroad or shall make investment in any foreign
entities without obtaining prior approval in writing from the Bank. The application
from the applicable NBFC seeking No Objection would be considered subject to

general and specific conditions prescribed in these directions.

77. General conditions

(i) Investment in non-financial service sectors shall not be permitted; (@

O
O
(i) Direct investment in activities prohibited under FEMA or in sectqz&funds shall not
: A
- O
be permitted; 5(0 @ (19(1/
N

\
g their core activity

N

regulated by a financial sector regulator in the I@é%jug@dj@ n;

(iv) Th t i t \QQ)@@:Q{%;%\ d 100 t of the NoF

iv e aggregate overseas investment,Shall\#iot.€xcee er cent of the NoF.

ggreg Righallotg P

(iii) Investments shall be permitted only in those@ﬁ’i{i@

&>
The overseas investment in a single;OQnti&@el’n@ing its step-down subsidiaries, by
N
way of equity or fund-based cqr(@q{tmegt‘géﬁ not be more than 15 per cent of the
%)

. ». O
applicable NBFCs owned fund@, O L
¢ & R

PR
DA\
(v) Overseas investme%%h@&ﬁ?\ t?i\volve multi layered, cross jurisdictional structures
NS
and at most only a‘s‘ﬁ%&t&rmeq/%te holding entity shall be permitted,;
/ S QO

(vi) The CR;@§ Q{\ eoéb lisable NBFCs post investment in subsidiary abroad shall

e s eglory prescriptons
be not thal't ory prescriptions;
Nk Ky

X

O
(vii) Thé%@%i@}a NBFC shall continue to maintain required level of NOF after
accounting fo‘> investment in the proposed subsidiary/investment abroad as

prescribed in the explanation to section 45-1A of the RBI Act, 1934;

(viii) The level of Net Non-Performing Assets of the applicable NBFC shall not be

more than 5 per cent of the net advances;

(ix) The applicable NBFC shall be earning profit for the last three years and its
performance in general shall be satisfactory during the period of its existence;
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(x) The applicable NBFC shall comply with the regulations issued under FEMA, 1999

from time to time;

(xi) Regulatory compliance and servicing of public deposits, if held by the applicable
NBFC, shall be satisfactory;

(xii) The applicable NBFC shall comply with the KYC norms;

(xiii) SPVs set up abroad or acquisition abroad shall be treated as investment or
subsidiary/joint venture abroad, depending upon percentage of investment in

overseas entity; ’(9

Sy

(xiv) An annual certificate from statutory auditors shall be suob;mttgd%ybthe applicable
NBFC to the Regional Office of Department of Super\@s%n\ﬁhe@ it is registered,
certifying that it has fully complied with all the CQ}@‘ g& ﬁlated under these
QQ &
O\
(xv) If any adverse features come to the nﬁcQS? t@\%ank the permission granted
shall be withdrawn. All approvals f({\xi\nvg@{fm@@ abroad shall be subject to this

\§
condition. \&Q) /Q‘ Q-
Q.

directions for overseas investment; (\

78. Specific conditions 2 C° "(}%
P N (@ Q)

(1) Opening of Branch&b Q\ \Q)

As a general pollcyc\ %&%Ie/ﬁhﬁ_ps shall not be allowed to open a branch abroad.
However, appllca’bIeQ) vﬁch have already set up branch (es) abroad for
undertakmg\@ﬁaqs?‘al géélne% shall be allowed to continue to operate them subject

to cor@%@h Ige r%‘(c‘b%ed directions, as applicable.

(2) Op r@\% qgﬁul@‘fﬂlary abroad by applicable NBFCs
In case ofﬁp ;g@g of a subsidiary abroad by the applicable NBFC, all the conditions

as stipulatedbabove shall be applicable. The NoC to be issued by the Bank is
independent of the overseas regulators’ approval process. In addition, the following

stipulations are made, which shall be applicable to all applicable NBFCs:

(a) In case of opening of subsidiary abroad, the parent applicable NBFC shall not be
permitted to extend implicit or explicit guarantee to or on behalf of such

subsidiaries;
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(b)

(c)

(h)

(i)

No request for letter of comfort in favour of the subsidiary abroad from any
institution in India shall be permitted;

It shall be ensured that applicable NBFCs liability in the proposed overseas
entity is restricted to its either equity or fund based commitment to the
subsidiary;

The subsidiary being established abroad shall not be a shell company i.e. "a
company that is incorporated, but has no significant assets or operations."
However, companies undertaking activities such as financial consultancy and
advisory services with no significant assets shall not be considered as shell
companies; ’\QQ

The subsidiary being established abroad by the applicable I\%& shall not be
used as a vehicle for raising resources for creating as(bggs i@%gdié)for the Indian

N

X e

In order to ensure compliance of the provisi@‘i’s,s\t@ p\@%nt applicable NBFC
<

shall obtain periodical reports/audit reports@ Q&)%t{.tﬁe\b@%iness undertaken by the

subsidiary abroad and shall makegﬁ%n\@@v@@ le to Reserve Bank and
@ O

inspecting officials of the Bank; Q(b Q)@ &(5\\

If the subsidiary has not ur&)@\@@? @Q] activity or such reports are not

forthcoming, the approva@@q’vgq/fo&éetting up a subsidiary abroad shall be

operations;

reviewed/ recalled; %\Q} Qc}\ Q)Q}%
A
The permission g:@@eg@ 83& applicable NBFC for setting up of overseas
subsidiary shak@?%léjgec;% (agndition that the subsidiary shall make disclosure
in its Balarge/sr@Qt%Qﬁerﬁ%ct that liability of the parent entity in the proposed
oversea@nt{@%l@ﬂ‘%@@ﬁited to its either equity or fund-based commitment to
PSS
the.\ %@ry\(& \60
Aﬁt@a\o t'@% of the subsidiary abroad shall be subject to regulatory
A\

prescriﬁﬁ%%@% the host country.
O

(3) Joint Ventures abroad

Investments abroad, other than in subsidiaries shall also be governed by same

guidelines as those applicable to subsidiaries.

(4) Opening of representative offices abroad

(i) The representative office can be set up abroad for the purpose of liaison work,

undertaking market study and research but not undertaking any activity which
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involves outlay of funds, provided it is subject to regulation by a regulator in the host
country. As it is not envisaged that such office would be carrying on any activity other
than liaison work, no line of credit shall be extended.

(i) The parent NBFC shall obtain periodical reports about the business undertaken
by the representative office abroad. If the representative office has not undertaken
any activity or such reports are not forthcoming, the approvals given for the purpose

shall be reviewed/ recalled.

o«
X
o ofbfb
S oV
Q)Q} 06\ ¥’
NS
\Q)Q 0$\ @C}S
SSEEFN AN
Lo O
AR 20N
> & P
NIEORG
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N Q
& QS
<9 7/
N
X \Y (bo_,
@ O
RN
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> &N
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N ° & 9 Chapter - XIIl
\((\ (\Q’(\ GO Miscellaneous Instructions
< @

79. Expansi&}(bof activities of applicable NBFC through automatic route

Applicable NBFC with Foreign Direct Investment (FDI) under the automatic route
shall be permitted to undertake only those activities which are permissible under the
automatic route. Diversification into any other activity shall require the prior approval
of FIPB. A company which has entered into an area permitted under the FDI policy
(such as software) and seeks to diversify into NBFC sector subsequently would also
have to ensure compliance with the minimum capitalization norms and other

regulations as applicable.
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80. Enhancement of applicable NBFCs capital raising option for capital
adequacy purposes

Taking into consideration, the need for enhanced funds for increasing business and
meeting regulatory requirements, applicable NBFCs (other than Deposit taking
NBFCs) are permitted to augment their capital funds by issue of Perpetual Debt
Instruments (PDI) in accordance with the guidelines contained in the Annex XVII.
Such PDI shall be eligible for inclusion as Tier | Capital to the extent of 15 per cent of

total Tier | capital as on March 31 of the previous accounting year.

o«
81. Ratings of applicable NBFCs ,00
All applicable NBFCs shall furnish information about dow@g Q§h\1g{/b upgrading of
assigned rating of any financial product issued by theq@%u@}rﬂﬂ@en days of such a
change in rating, to the Regional Office of the B@( r @%ose jurisdiction their
registered office is functioning. (\ \1: 4

<> QJQ’ N

82. Ready Forward Contracts in Corp&at@k‘ﬁe@ecuntles

Non-deposit taking applicable NBR@ \Q@r @t size of ¥500 crore and above are
eligible to participate in repo é;éﬁsa\cf( o@ln corporate debt securities. They shall
comply with Repurchase T,@}]s%c}ro@b?hepo) (Reserve Bank) Directions, 2018 as
amended from time tot@@ Q

%O
/\“\\faQs Q>
Q Q) (\(1/
$ Q@"

(a) Ca& A qggf(

Risk fg@%r rlsk for assets that are the collateral for such transactions as
well as rls‘f(\w ts for the counterparty credit risk shall be as applicable to the
issuer/ counte¢party under Chapter IV of these directions.

(b) Classification of balances in the accounts

Classification of balances in the various accounts viz. repo account, reverse repo

account etc. shall be done in the relevant schedules similar to that of banks.

In all other matters related to such repo transactions, non-deposit taking applicable

NBFCs with asset size of ¥500 crore and above, shall follow the Directions and
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accounting guidelines issued by Internal Debt Management Department, of the
Bank.

83. Participation in Currency Options
Non-deposit taking applicable NBFCs with asset size of ¥500 crore and above, are
allowed to participate in the designated currency options exchanges recognized by
SEBI, as clients, subject to the Bank’s (Foreign Exchange Department) guidelines in
the matter, only for the purpose of hedging their underlying forex exposures.
Disclosures shall be made in the balance sheet regarding transactions undertaken,
in accordance with the guidelines issued by SEBI. \&\q

Q
84. Applicability of Know Your Customer (KYC) D|rect|oQ|Q) 20@ ‘b
All applicable NBFCs having customer interface SI@? f@w&he Know Your

Customer (KYC) Direction, 2016, issued by the ’Dep\éﬁmq@f of Regulation as
@Q ‘\ \3

<\ 3& &
Q)‘b

85. Non- Reckoning of Fixed Deposﬂs&itl@%nl@as Financial Assets

Investments in fixed deposits shall réi‘b%‘hea@ as financial assets and receipt of

amended from time to time.

interest income on fixed depos(eﬁvﬂh%ag% shall not be treated as income from
financial assets as these %eongbcbopb@red under the activities mentioned in the
definition of “financial | WQ(OI@SGCUOH 45-1(c) of the RBI Act, 1934. Besides,
bank deposits constlt@be n@r rﬁgﬁ‘\ey and can be used only for temporary parking of
idle funds, and/ 0}&11 @@eg\;vhqf;mhe funds are parked in fixed deposits initially to

fulfil the reg@relﬁén((@?\@gstratlon as NBFC i.e. NOF of %200 lakh, till

commemg@ﬁer@bf NBEI lzﬁsmess

86. O&ra@ @? é}?ons relating to relaxation/ modification in Ready Forward
Contrac}sQSet@’nent of Government Securities Transactions and Sale of

securities allb(ﬁed in Primary Issues

All applicable NBFCs shall follow the guidelines on transactions in Government
Securities as given in the circular IDMD.PDRS.05/10.02.01/2003-04 dated March 29,
2004 and IDMD.PDRS.4777 & 4783/10.02.01/2004-05, both dated May 11, 2005
and Repurchase Transactions (Repo) (Reserve Bank) Directions, 2018, dated July

24, 2018, as amended from time to time.

87. Reporting Platform for Corporate Bond Transactions
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With effect from April 01, 2014, all applicable NBFCs should report their secondary
market OTC trades in corporate bonds within 15 minutes of the trade on any of the
stock exchanges (NSE, BSE and MCX-SX). The provisions of the circular dated
IDMD.PCD.10/14.03.06/2013-14 dated February 24, 2014, as amended from time to

time, shall be adhered to in this regard.

88. Unsolicited Commercial Communications - National Do Not Call Registry
Applicable NBFCs shall

(i) not engage Telemarketers (DSAs/ DMAs) who do not have any valid registration
certificate from DoT, Government of India, as telemarketers; applicabl\ejr\ FCs shall
engage only those telemarketers who are registered in terms /@%%e guidelines
issued by TRAI, from time to time, for all their promotional/{}s@ @Ckegt-rﬁg activities.

(i) furnish the list of Telemarketers (DSAs/DMASs) en e\%\by%tﬂem along with the

registered telephone numbers being used by the (?s\ i@ﬂ\elemarketing calls to
O

<
TRAI; and @(\* &0 &
(i) ensure that all agents presently engag@% bﬁﬁe@\register themselves with DoT
< -
as telemarketers. & @6 \,5\\
o) P QO
& €08
89. Investment through AIte@(&igg'fn&és ment Funds - Calculation of NOF of
an applicable NBFC \Q} c}\ Q)"b%

While arriving at the NQE@ir{@étrgggft made by an applicable NBFC in entities of the

same group conce&@%r)ba}&e/’géa?d alike, whether the investment is made directly
or through an Altérnéﬁe %s&%nt Fund (AIF)/ Venture Capital Fund (VCF), and

N N
when the fuqﬁ%,i\g\%\eo%l% 'k%ve come from the applicable NBFC to the extent of 50

N <
per cg&%r\g@%r%%rs@?fere the beneficial owner, in the case of Trusts is the
: NS
applic bI@B ) i(ﬁo per cent of the funds in the Trusts are from the concerned
AN

applicableQJgF(bQ)GFor this purpose, "beneficial ownership" shall mean holding the
power to mak% or influence decisions in the Trust and being the recipient of benefits
arising out of the activities of the Trust. In arriving at the NOF, the substance would

take precedence over form.

90. Treatment of deferred tax assets (DTA) and deferred tax liabilities (DTL) for

computation of capital
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(1) As creation of DTA or DTL shall give rise to certain issues impacting the balance
sheet of the company, the regulatory treatment to be given to these issues shall be
as under:

(i) The balance in DTL account shall not be eligible for inclusion in Tier | or Tier

Il capital for capital adequacy purpose as it is not an eligible item of capital.

(i) DTA shall be treated as an intangible asset and shall be deducted from Tier |

Capital.

(2) In this connection
(i) DTL created by debit to opening balance of Revenue Reserv\g\%r to Profit
and Loss Account for the current year shall be included undegz')eﬁwers' of "Other
Liabilities and Provisions." Qé OQ, ({/b
>
(i) DTA created by credit to opening balance of @/er\w\e g&erves or to Profit
and Loss account for the current year shall Q??Q\ @\@%nder item 'others' of
<
] n K 0 O
Other Assets. Qo 3"\ .\@
(iiif) Intangible assets and losses in thg@%rr@?p@'pd and those brought forward
Q@ O
from previous periods shall be dem&e%@oggzier | capital.
o
(3) DTA computed as under slaﬂs%eétédtéﬁbed from Tier | capital:

O
(i) DTA associat@Ni&i;%c%@r?ulated losses; and

9" &
(i) The DTA@?CL@%%& A associated with accumulated losses) net of

DTL.,\W%’eqr}é@thg‘ngL is in excess of the DTA (excluding DTA
ag\sdci%@ )gﬁh r@%umulated losses), the excess shall neither be
(ﬁdj@'ﬁdd@%im@ item (i) nor added to Tier | capital.
‘Q& é\ @) @K
NSO
rogiitigt otk
91. In gg&tigx of Interest Rate Futures
A
(1) Applicéng(g@}Cs can participate in the designated interest rate futures (IRF)
exchanges re%ognized by SEBI, as clients, subject to adherence to instructions

contained in Rupee Interest Rate Derivatives (Reserve Bank) Directions, 2019 dated

June 26, 2019, as amended from time to time, for the purpose of hedging their

underlying exposures. Applicable NBFCs participating in IRF exchanges shall submit
the data in this regard half yearly, in the prescribed format, to the Regional Office of
the Department of Supervision in whose jurisdiction their company is registered,

within a period of one month from the close of the half year.
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(2) All non-deposit taking applicable NBFCs with asset size of ¥1000 crore and
above may also participate in the interest rate futures market permitted on
recognized stock exchanges as trading members, subject to adherence to
instructions contained in Rupee Interest Rate Derivatives (Reserve Bank) Directions,
2019 dated June 26, 2019, as amended from time to time.

92. Finance for Housing Projects - Incorporating clause in the terms and
conditions to disclose in pamphlets / brochures / advertisements, information
regarding mortgage of property to the applicable NBFC \é\g
While granting finance to housing/ development projects, appllcabl%@FC shall also
stipulate as a part of the terms and conditions that: ‘bb N ({/b
(i) the builder/ developer/ owner/ company sr\@djsg}‘oseqn the Pamphlets/
Brochures/ advertisements etc., the name(s) %Bl'ﬁke\%ng\tﬁt\o which the property
is mortgaged. (\@ \,:O @
(i) the builder/ developer/ owner/ cqﬁﬁp@?ina indicate in the pamphlets/
brochures, that they would prowdq&o&ﬁg@bn Certificate (NOC)/ permission
of the mortgagee entity for saIQ@?\fQ&? erty, if required.
Applicable NBFCs shall ensu@@or@p’ﬁagbe with the above stipulations and funds

shall not be released unles@he b’hll@b‘ developer/ owner/ company fulfil the above

requirements. @‘b Q
%O
/\‘\ o

93. Loan facmtleé to) e,gﬁ;s'@auy/ visually challenged by applicable NBFCs
Applicable NﬁEC@ﬁ%{Q%t&cnmmate in extending products and facilities including
loan 1::§ @pl@(gl)cﬁ visually challenged applicants on grounds of disability. All

5((& ,W?fc@?é NBFCs shall render all possible assistance to such persons
X
for avalllng(\of s@% various business facilities. Applicable NBFCs shall include a

branc

suitable modLPe containing the rights of persons with disabilities guaranteed to them
by the law and international conventions, in all the training programmes conducted
for their employees at all levels. Further, applicable NBFCs shall ensure redressal of
grievances of persons with disabilities under the Grievance Redressal Mechanism

already set up by them.

94. Participation in Currency Futures
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Applicable NBFCs shall participate in the designated currency futures exchanges
recognized by SEBI as clients, subject to Bank’s (Foreign Exchange Department)
guidelines in the matter, only for the purpose of hedging their underlying forex
exposures. Disclosures shall be made in the balance sheet relating to transactions
undertaken in the currency futures market, in accordance with the guidelines issued
by SEBI.

95. Entry into insurance business

(1) For entry into insurance business applicable NBFCs shall make an application
along with necessary particulars duly certified by their statutory a\ll@%rs to the
Regional Office of Department of Supervision under whose jurisdic{gmothe registered
office of the applicable NBFCs is situated. Qb OQ/ ({/b

v Q
(2)  Applicable NBFCs shall take up insurance age@ b\ubs\rne%s@/on fee basis and
without risk participation, without the approval on@n(%\&m{\cﬁjbject to the certain
@ o O

eligibility conditions. @(\ & .\KQ
(3) The Detailed Guidelines are as providedqﬁ’r iﬁgn@g)_( XVIII.
o @K N4

96. Issue of Credit Card Q9 O
Applicable NBFCs registered wjt{@@he B né%hall not undertake credit card business
. , N QO : , , ,
without prior approval of trg%ao@@ Ag&?’company including a non-deposit taking
company intending to eng} \ﬁ?( \h'ﬁ@activity requires a Certificate of Registration,
apart from specific E)gamis@n tgcébnter into this business, the pre-requisite for which

2
is @ minimum net/o@n@@uroqéf@ibo crore and subject to such terms and conditions
as the Bank @ sggéif @glﬁehalf from time to time. Applicable NBFCs shall not
issue de\?\ﬂ}@a@é\\{ry%rtéards, stored value cards, charge cards, etc. Applicable
RO
NBFC@Er@@co@&;@)@h the instructions issued by Bank to commercial banks vide

. O
DBOD.F‘éB@@A 4.01.011/2005-06 dated November 21, 2005 and as amended

XX
from time to tinfe.

97. Issue of Co-branded Credit Cards

Applicable NBFCs registered with the Bank are allowed selectively to issue co-
branded credit cards with scheduled commercial banks, without risk sharing, with
prior approval of the Bank, for an initial period of two years and a review thereafter.

Applicable NBFCs fulfilling the minimum eligibility requirements and adhering to
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certain stipulations are eligible to apply. The eligibility requirements are as stipulated
in Annex XIX.

98. Distribution of Mutual Fund (MF) products

Applicable NBFCs registered with the Bank shall distribute mutual fund products
subject to compliance with the SEBI guidelines/ regulations, including its code of
conduct, for distribution of mutual fund products. The detailed guidelines are as
provided in Annex XX.

99. Applicable NBFCs not to be partners in partnership firms

(1) No applicable NBFC shall contribute to the capital of a partrg@%p firm or

become a partner of such firm. Q)fb
(2) In this connection @Qb QQ’Qr{})
a) Partnership firms shall also include Limited Lii@t .@%ge%hips (LLPs);

b) The aforesaid prohibition shall also be appﬁfla%l\e@n ,r\gs(f)ect of Association of
<

persons, these being similar in nature to pa@%g@% fL{@\Cé.

Applicable NBFCs which had already contgrib%te@% @Q capital of a partnership firm/
Q@ O
LLP/ Association of persons or are a pa(@’er@tﬁ‘ 3&\1ner3hip firm/ LLP or member of
an Association of persons shall seg@a@ﬁ’%@@ment from the partnership firm/ LLP/
Association of persons. Q\\Q’ Q/ @6
& o
&N .@ 9
AN

100. Submission of c@@ tﬁ@brggm Information Companies (CICs) - Format of
data to be submi;@%;g;ﬁ'egﬁ"lngtitutions
(1) All applicabloe NBE& ((gtﬁer@rgn those which are purely into investment activities
without anyﬁ@ﬁs,tgﬁrgro@%@%é) shall become member of all CICs and submit data

(includ'nﬁs@;%\géts(&o them.

(2) In ;{ﬁ%(\cgugé’\éctions (1) and (2) of section 17 of the Credit Information
Compani\eQﬁ%@gation) Act, 2005, a credit information company may require its
members to f&nish credit information as it may deem necessary in accordance with
the provisions of the Credit Information Companies (Regulation) Act, 2005 and every
such credit institution has to provide the required information to that credit
information company. In terms of Regulation 10(a)(ii) of the Credit Information

Companies Regulations, 2006, every credit institution shall:
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(a) keep the credit information maintained by it, updated regularly on a
monthly basis or at such shorter intervals as mutually agreed upon between the
credit institution and the credit information company; and
(b) take all such steps which may be necessary to ensure that the credit
information furnished by it, is update, accurate and complete.
101. Data Format for Furnishing of Credit Information to Credit Information
Companies and other Regulatory Measures
All applicable NBFCs shall comply with the instructions contained in the Bank’s
circular DBOD.No.CID.BC.127/20.16.056/2013-14 dated June 27, 2014 and as

amended from time to time; laying down instructions regarding the foIIo\\g@%:

(i) Creating Awareness about Credit Information Report (CIR); Q)@Q
(i) Usage of CIR in all Lending Decisions and Account O g\\’é{/b
(iii) Populating Commercial Data Records in Databa{s{}\@oé\ al %I@x
(iv) Standardisation of Data Format; @QQ) N\ ~O(\
(v) Constitution of a Technical Working Groug;\K & R\
(vi) Process of Rectification of Rejected Dﬂ{ﬁ; Q)(bO&

&
. - , . \
(vii) Determining Data Quality Index; \Q’b @@ \(5\

O
(viii) Calibration of Credit Score an&@?&gﬁgrd&ﬂng Format of CIR;

(ix) Best practices for Banks/ E 'OQ/ 6Q§

(2) Applicable NBFCs shal\(?}coaqﬁy@@off the provisions contained in the circular
DoR.FIN.REC.59/20.1@@%{2@31&& dated October 14, 2021 on ‘Data Format for
Furnishing of Credjti o;bzégfiop%’o@redit Information Companies’.

Applicable NBFQCé s%ﬁc%ﬁw\bly@(kh the directive issued under CICRA Sec 11(1) by
the Bank vi@%@g@.@%%%ﬂ6.056/2014-15 dated January 15, 2015.

)
RO NS
ﬁs\\ Ry
102. 1 p{éﬁlegtgtiqyc’of Green Initiative of the Government
AN
All Applicaﬁi‘é\%gf}Cs shall take proactive steps for increasing the use of electronic
payment sysgms, elimination of post-dated cheques and gradual phase-out of

cheques in their day-to-day business transactions which would result in more cost-

effective transactions and faster and accurate settlements.

103. Attempt to defraud using fake bank guarantee: Modus Operandi
Instances of fraud have been brought to the notice of the RBI wherein Bank

Guarantees (BGs) purportedly issued by a couple of bank branches in favour of
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different entities were presented for confirmation by other commercial banks /
individuals representing some beneficiary firms. The BGs were submitted along with
Confirmation Advice/ Advice of Acceptance. One of the beneficiaries was the
reporting banks customer. The remaining beneficiaries and applicants were neither
the customers of the bank nor were they known to the bank branch officials.

A scrutiny of the said BG revealed that these bank guarantees were fake and the
signatures of the bank officials appearing on the BG were forged. The bank
branches purported to have issued the BGs also confirmed that they had not issued

the same. Even the format of the BGs and their serial numbers did not match with

that of the bank. ,\(\Q
@@Q\k
Applicable NBFCs shall take notice of the above facts irbord@f t(abexercise due
caution while handling such cases. GQ’Q @0(19(1/
X P @

104. Credit Default Swaps — Applicable NBFCié%@lSQE?sC’;QO

(1) Applicable NBFCs shall only participate ig}q&b&&h@%as users. As users, they
shall buy credit protection only to hedg%g\ﬂe&@g?e\\@isk on corporate bonds they
hold. They shall not sell protection a[@(he,gb% %@II not enter into short positions in
the CDS contracts. They shall eé@?weg‘%@@% CDS positions by unwinding them

. /
with the original counterpar{@%&\@ %eggning them in favour of buyer of the
x&' O 5

underlying bond. )
ying ,b% Q\K \@
NN

(2) Apart from cor]{@?n%}%th/gﬂ &ge provisions above, applicable NBFCs shall, as
users, also eng\ur’e ta%?tlﬁui&ihnes enclosed including operational requirements
for CDS as @;&l,icée%\irgﬁ‘l\gm, are fulfilled by them.

\Qé Y \Q %)

& (@ P
105. &c@s &(’)8 Standard Assets and Transfer of Loan Exposures
Applicab <?B?‘E"Géshall ensure compliance with the instructions contained in Master

Direction — Fb@erve Bank of India (Securitisation of Standard Assets) Directions,

2021 and Master Direction — Reserve Bank of India (Transfer of Loan Exposures)
Directions, 2021, both dated September 24, 2021.

106.
106A. Legal Entity Identifier for Borrowers™®

'8 Vide circular DOR.CRE.REC.28/21.04.048/2022-23 dated April 21, 2022.
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(1) The Legal Entity Identifier (LEI) code is conceived as a key measure to improve

the quality and accuracy of financial data systems for better risk management post

the Global Financial Crisis. LEIl is a 20-digit unique code to identify parties to

financial transactions worldwide. Accordingly, it is advised that non-individual

borrowers enjoying aggregate exposure of ¥5 crore and above from banks'® and

financial institutions (FIs)'” shall be required to obtain LEI codes as per the timeline

given below

Total Exposure LEI to be obtained on or before
Above %25 crore April 30, 2023
O\
Above %10 crore, and up to 25 crore April 30, 2024 \L\(\”)
O\
%5 crore and above, and up to %10 crore April 30, 2025 <b’b\
A L
T
Note: “Exposure” for this purpose shall include all fun@b%%éﬁaﬁﬁbnon-fund based

(credit as well as investment) exposure of banks/@% \t@‘btm\g)(@c;rrower. Aggregate
sanctioned limit or outstanding balance, which&&%’r\Lsosr\\jgbﬁ}, shall be reckoned for
the purpose. Lenders may ascertain the pe@%qug‘ (w\a&regate exposure based on
information available either with them 9C3@_’%§@tabase or declaration obtained

%)
from the borrower. P QO
X Q
& &
$ O

(2) Borrowers can obtain\é}é?;@ﬁ%) ®y of the Local Operating Units (LOUs)
accredited by the Glo@bo‘f_@\él %ﬁtity Identifier Foundation (GLEIF) — the entity
tasked to support Q@in@@m/@%gon and use of LEI. In India, LEl code may be
obtained from Legal @%’t q.@(%i’er India Ltd (LEIIL), a subsidiary of the Clearing
Corporatiorl (gxﬁr&\d@@g@tq@&cm), which has been recognised by the Bank as
issuer (\‘)\(\Q\g&d}n(g&) tg@& Payment and Settlement Systems Act, 2007 and is
accredite Oy tbé’\%éi?: as the LOU in India for issuance and management of LEI.
The rule\s@%bq\@re and documentation requirements may be ascertained from
LEIIL. After oﬁ%ining LEI code, applicable NBFCs shall also ensure that borrowers

renew the codes as per GLEIF guidelines.

(3) Borrowers who fail to obtain LEI codes from an authorised LOU shall not be

sanctioned any new exposure nor shall they be granted renewal/enhancement of

16 “Banks” shall mean Scheduled Commercial Banks (excluding Regional Rural Banks), Local Area Banks, Small Finance
Banks and Primary (Urban) Co-operative Banks

7 “Financial Institutions” (FIs) shall mean All India Financial Institutions (Exim Bank, SIDBI, NHB, NABARD and NaBFID) and
NBFCs (including HFCs).
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any existing exposure. However, Departments/Agencies’® of Central and State
Governments (not Public Sector Undertakings registered under Companies Act or
established as Corporation under the relevant statute) shall be exempted from this

provision.

(4) Applicable NBFCs shall encourage borrowers to obtain LEI for their parent entity

as well as all subsidiaries and associates.

107. Raising Money through Private Placement by applicable NBFCs-
Debentures etc. O
)
Applicable NBFCs shall follow the guidelines on private plac%(H%nt of Non-
Convertible Debentures (NCDs) given in Annex XXIIl. The Q;ovig’g&sbof Companies

®)
Act, 2013 and Rules framed thereunder shall b@%pp‘@ab& wherever not

@ W0 ..
contradictory. Q)Q} (\6\. O(\%
S & S
O @
108. Filing of records of mortgages with %@%&'K@egistw

Applicable NBFCs shall file and registe{\@@b @@bl;g@%f equitable mortgages created
in their favour on or after March 31%3‘01 W%fgﬁﬁ\e Central Registry of Securitisation
Asset Reconstruction and Secur\'{t&Qnteresggf‘lndia (CERSAI) and shall also register
the records with the Centra:l\ Q)R?gi&t@/ agc%nd when equitable mortgages are created
in their favour. Applicabl \56%,%@' register all types of mortgages with CERSAL.
AP

109. Non-co-opeyﬁ?v@@%gk;@é@
(1) All Noti{]}j}@’d\ h@%%@%@lfllidentify "non-co-operative borrowers". A "non-co-
operatiy&&rr@?&oﬁ(&od\(}@hed as one who does not provide necessary information
requir&ﬁ\ : Ie((idgbﬁgssess its financial health even after two reminders; or denies
access 10 é@%{%és etc. as per terms of sanction or does not comply with other
terms of Ioané%reements within stipulated period; or is hostile/ indifferent/ in denial
mode to negotiate with the NBFC on repayment issues; or plays for time by giving
false impression that some solution is on horizon; or resorts to vexatious tactics such
as litigation to thwart timely resolution of the interest of the lender/s. The borrowers
shall be given 30 days' notice to clarify their stand before their names are reported

as non-cooperative borrowers.

8 A government agency is an administrative set up of the government, responsible for certain area/s of activity, e.g., ISRO,
BIS, DGCA, etc.
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(2) With a view to discouraging borrowers/ defaulters from being unreasonable and
non-cooperative with lenders in their bonafide resolution/ recovery efforts, NBFCs
shall classify such borrowers as non-co-operative borrowers, after giving them due
notice, if satisfactory clarifications are not furnished. Notified NBFCs shall be
required to report classification of such borrowers to CRILC. Further, NBFCs shall be
required to make higher/ accelerated provisioning in respect of new loans/ exposures
to such borrowers as also new loans/ exposures to any other company promoted by
such promoters/ directors or to a company on whose board any of the promoter/
directors of this non-cooperative borrower is a director. The provisioning applicable

in such cases shall be at the rate of 5 per cent, if it is a standard@&ount and

A
accelerated provisioning, if it is an NPA. This is a prudential ure since the
expected losses on exposures to such non-cooperative @%\Q@ e likely to be
>° P
higher. \@ 6\(0 (\cy
& s\\° Y

110. Rounding off transactions to the Nearegtﬁ?ugee Q@appllcable NBFCs

All transactions of applicable NBFCs, mclo%m@;%a&nent of interest on deposits/
charging of interest on advances, shat@beérbu@d off to the nearest rupee, i.e.
fractions of 50 paise and above sk(,éﬂ !Q;QrOU@@ed off to the next higher rupee and
fractions of less than 50 pals%éﬁawe @ored It shall be ensured that cheques/
drafts issued by clients con@ ng}rangns of a rupee shall not be rejected by them.

(b Q\K \@

111. Appomtmenj&@f%No}r@Dg%sg Accepting applicable NBFCs as sub-agents
under Money Tra’nsé$ S@%@éhemes (MTSS)

Non- dep03|1‘(5§cc§§\ng5\gppﬁéable NBFCs may act as sub-agents under MTSS
withou é oga@of the Bank. Deposit accepting NBFCs shall not undertake

tl{é@

such

112. Provision of Safe Deposit Locker Facility by applicable NBFCs

Providing safe deposit locker facility is a fee-based service and shall not be reckoned
as part of the financial business carried out by applicable NBFCs. Applicable NBFCs
offering safe deposit locker facility or intending to offer it, shall disclose to their

customers that the activity is not regulated by the Bank.
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113. Point of Presence (PoP) Services under Pension Fund Regulatory and
Development Authority for National Pension System (NPS)
Applicable NBFCs with asset size of ¥500 crore and above which comply with the
prescribed CRAR and made net profit in the preceding financial year be permitted to
undertake PoP services under PFRDA for NPS after registration with PFRDA.
Eligible NBFCs extending such services shall ensure that the NPS subscription
collected by them from the public is deposited on the day of collection itself (T+0
basis; where T is the date of receipt of clear funds, either by cash or any other mode)
with the Trustee Bank. The deposits shall be made in the Trustee\@gk account
opened for this purpose under the regulations framed by PFRDA@@?NPS. NBFCs
conducting PoP services shall strictly adhere to the gui%q@ soffagaf/bd by PFRDA.
Any violation of the instructions above would invite s&@évjs&\y a?ﬁon, including but
_ : _ O &2

not limited to cancellation of permission to undertfég??g@s%r\@es.
114. Criteria for deciding NBFC-ND-SI st%@@o@(b&\ ¢
(1) Once an NBFC reaches an asset s%%%fg\\@%‘gfgre or above, it shall be subject
to the regulatory requirements as‘\gé‘f tajeg’e@ections, despite not having such
assets as on the date of last bajgg%% sh%e&@% such non-deposit taking NBFCs shall
comply with the regulationsg@cct;@h% ;ggﬂed to NBFC-ND-SI from time to time, as
and when they attain a&@f&%@@’z{%@?’%sm crore, irrespective of the date on which
such size is attained. o~ .&* ¢

& 7D

/ @ (\A Qq’
(2)Ina dyna@% en\qﬁ‘o %\r@ %e asset size of a company can fall below %500 crore

. . D -Q
in a givenamonth;
VRO

LN
downqis\s%%\ n(\@)@f:hé@ case the company shall continue to meet the reporting

requiren tg‘g’n%éshall comply with the extant directions as applicable to NBFC-ND-

Wﬁygn glay be due to temporary fluctuations and not due to actual

X\
S, till the su!@ﬁssion of its next audited balance sheet to the Bank and a specific

dispensation from the Bank in this regard.

115. Need for public notice before Closure of the Branch/ Office by applicable
NBFC

Applicable NBFCs shall give at least three months public notice prior to the date of
closure of any of its branches/ offices in, at least, one leading national newspaper

and a leading local (covering the place of branch/ office) vernacular newspaper
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indicating therein the purpose and arrangements being made to service the

depositors, etc.

116. Migration of Post-dated cheques (PDC)/ Equated Monthly Instalment (EMI)
Cheques to Electronic Clearing Service (Debit)

Considering the protection available under section 25 of the Payment and Settlement
Systems Act, 2007 which accords the same rights and remedies to the payee
(beneficiary) against dishonour of electronic funds transfer instructions on grounds of
insufficiency of funds as are available under section 138 of the Negotiable
Instruments Act, 1881, there shall be no need for applicable N&@& to take
additional cheques, if any, from customers in addition to ECS @%it) mandates.
Cheques complying with CTS-2010 standard formats a(g@é@?élk@n obtained in

O

RN
117. Deleted Q\K NN
o2 O
9\0 Q)Q)‘O&
118. Guidelines for Relief Measurg\s@éﬁ\g@ in areas affected by Natural
Calamities &O Q@

The Bank has issued guidel%ég’g\ﬁa%ks in regard to matters relating to relief
measures to be providecé@'}\ %@a%’aﬁected by natural calamities vide Master
A
Direction — Reserve B@@’ o@d@\&elief Measures by Banks in Areas affected by
Natural Calamitiesk@ireég’ons%&18 — SCBs dated October 17, 2018. These
p N ﬁ‘o. % . .

guidelines shail\ be g a%ﬁnq@ndls, applicable, to NBFCs, in areas affected by
natural calaﬁpgﬁieg{g 'g@?t&iﬁ&"for implementation of suitable relief measures by the
instituti@? 3@%«3&‘%& District Consultative Committee/ State Level Bankers'

: N A
Comrﬁte{é@\ &

N .(\(b 6
2

)
&

119. Disbursal of loan amount in cash
Every NBFC shall ensure compliance with the requirements under sections 269SS

and 269T of the Income Tax Act, 1961, as amended from time to time.
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120. Managing Risks and Code of Conduct in Outsourcing of Financial
Services by NBFCs.

NBFCs shall conduct a self-assessment of their existing outsourcing arrangements
and bring these in line with the directions as provided at Annex XXV.

120A. Guidelines on Digital Lending

NBFCs shall also comply with the instructions contained in circular on ‘Guidelines on
Digital Lending’ dated September 02, 20229, as amended from time to time.

120B. Loans Sourced by NBFCs over Digital Lending Platforms: Adherence to
Fair Practices Code and Outsourcing Guidelines

(1) Many digital platforms have emerged in the financial sector cIai\{Eg% to offer
hassle free loans to retail individuals, small traders, and other borr%é?s. NBFCs are
also seen to be engaging digital platforms to provide IO%QQ Q)%giﬁxustomers. In
addition, some NBFCs have been registered with 3 eé\\@ cj\fﬂk as ‘digital-only’
lending entities while some NBFCs are registere%é@vy\&ﬂk b\gﬂ?on digital and brick-
mortar channels of credit delivery. Thus, NBFQs\are{.o%s\Q@%ed to lend either directly
through their own digital platforms or throo%%@?g@a lending platform under an
outsourcing arrangement. Such digitai\(zg%@qrjr@oon several occasions tend to
portray themselves as lenders wé@%g@% @3?19 the name of the NBFC at the
backend, as a consequence %@&gq,/c%éiomers are not able to access grievance
redressal avenues availab{e;‘u%db\rQﬁéo regulatory framework. Of late, there are
several complaints age@&%tﬁlﬁé\ﬁleg@ﬁﬁg platforms which primarily relate to exorbitant
interest rates, ngqé&%ar)bs}%rglol" Pgethods to calculate interest, harsh recovery

measures, una&t%ori&gqg@%@qr/sonal data and bad behaviour.
D ‘ & ((\Q N

(2) AItth@?Q@(';{(Ee\%éry in credit intermediation is a welcome development,
concaﬁg\; Qﬁ?&@?@d@% non-transparency of transactions and violation of extant
guidelin’és%\(\%‘&é@urcing of financial services and Fair Practices Code, etc. issued
to NBFCs. It&?ﬁ therefore, reiterated that NBFCs, irrespective of whether they lend
through their own digital lending platform or through an outsourced lending platform,
must adhere to the Fair Practices Code guidelines in letter and spirit. They must also
meticulously follow regulatory instructions on outsourcing of financial services and IT

services.

9 Refer to circular DOR.CRE.REC.66/21.07.001/2022-23 dated September 02, 2022
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(3) It must be noted that outsourcing of any activity by NBFCs does not diminish their
obligations, as the onus of compliance with regulatory instructions rests solely with
them. Wherever NBFCs engage digital lending platforms as their agents to source
borrowers and/ or to recover dues, they must follow the following instructions:
(a) Names of digital lending platforms engaged as agents shall be disclosed
on the website of NBFCs.
(b) Digital lending platforms engaged as agents shall be directed to disclose
upfront to the customer, the name of the NBFC on whose behalf they are
interacting with him.
(c) Immediately after sanction but before execution of the loan a\gge%ment the
sanction letter shall be issued to the borrower on the letter @% of the NBFC
concerned. 6 o)
(d) A copy of the loan agreement along with aa%p)é\eacﬂ/of all enclosures
quoted in the loan agreement shall be furms@@(gts{\‘a L\@?rowers at the time of
sanction/ disbursement of loans. Q \17 .\\
(e) Effective oversight and monltorlng)@%aﬂb@g@sured over the digital lending
platforms engaged by the NBFC&\(b @ \‘b

(f) Adequate efforts shall be\@%@@%v@ds creation of awareness about the

Q.
grievance redressal me@é%lsg @

O
(4) Any violation in this r(?gggﬂ @CNB%&S (including NBFCs registered to operate on
‘digital-only’ or on dl%@ ?gd& -mortar channels of delivery of credit) will be
viewed seriously. &\Q 2 * ‘b
/ Q) (\ (1/
121. Llce Q‘W\%{s /&[ﬁ&\or&'s\ed Dealer- Category Il

In\ﬁf}je@% Q@% gpothe accessibility and efficiency of forex services extended to
the me Qg@ %b the public for their day-to-day non-trade current account
transactions, &/stemlcally Important Non-Deposit taking Investment and Credit
Companies shall be eligible for Authorized Dealer- Category Il (AD- Cat Il) licence,

subject to meeting the following conditions:

i. NBFCs offering such services shall have a ‘minimum investment grade

rating’.
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ii. NBFCs offering such services shall put in place a board approved policy on
(a) managing the risks, including currency risk, if any, arising out of such
activities and (b) handling customer grievances arising out of such activities.
A monitoring mechanism, at least at monthly intervals, shall be put in place

for such services.

(2) The eligible NBFCs desirous of undertaking AD-Cat Il activities shall approach
the Reserve Bank of India, Foreign Exchange Department, Central Office, Mumbai
for the AD-Cat Il licence.

O
122. Technical Specifications for all participants of the Accoyb(?i“\Aggregator
ecosystem d QQ)

> A
The NBFC-Account Aggregator (AA) consolidates finan%a@?n@mavfh(z}ﬁ, as defined in
para 3(1)(ix) of Master Direction- Non-Banking @%ﬁo@mpanv - _Account
Aggregator (Reserve Bank) Directions, 2016, @Qa&u%&ﬁer held with different
, . " , . Q & <& . ,
financial entities, spread across financial @ct @Qe tors adopting different IT

systems and interfaces. In order to eni\uge tggb s{u{,)@bomovement of data is secured,
duly authorised, smooth and seamjga@, itghgs &&n decided to put in place a set of
core technical specifications forbgé—‘papt%%é?% of the AA ecosystem. Reserve Bank
Information Technology Privq@\lg\i@?tqgoq(ReBlT), has framed these specifications
and published the same oﬁ%\&@g{@ﬁ (www.rebit.org.in).

Applicable NBFCs Qgtﬁg@‘eithg@(bas Financial Information Providers (FIP)20 or
Financial Informap{oﬂ?g&%ri\{lﬁl&%re expected to adopt the technical specifications

published by\@@BII&\%S&Q a from time to time.
> .
S &Q\QO

O ~o®&
G P o0
<@

&b

Chapter - XIV
Reporting Requirements

20 The definitions of FIP and FIU are as per the Master Direction- Non-Banking Financial Company - Account Aggregator
(Reserve Bank) Directions, 2016, as amended from time to time.
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123. The reporting requirements as prescribed by Department of Supervision shall

be adhered to by all applicable NBFCs.

Chapter — XV
Interpretations

124. For the purpose of giving effect to the provisions of these Directions, the Bank
may, if it considers necessary, issue necessary clarifications in respect of any matter
covered herein and the interpretation of any provision of these Directions given by
the Bank shall be final and binding on all the parties concerned. Violation of these
directions shall invite penal action under the provisions of Act. EL@ er, these
provisions shall be in addition to, and not in derogation of the prov@@ﬁs of any other

. . . . L N
2O
laws, rules, regulations or directions, for the time being in Fg?c% (19

O
> P @

Chapter - é@f' s\\(‘ C’;\\O(\

Repeal Prqv?siqng .\KQ
o
125. With the issue of the directions, th,goinslmcti&n%/ guidelines contained in the
S
following circulars issued by the B‘asq;%t r&ﬁrgaled (list as provided below). All
N
approvals / acknowledgements g{@ u/n%ég@%se circulars shall be deemed as given

N\
under these directions. Notw{ﬁ%t@n%f&]ch repeal, any action taken/purported to
o O
have been taken or initia@ Q%Ké% instructions/guidelines having repealed shall
continue to be gwd}e\(d\\@ (tg@pr%ﬁﬂons of said instructions/guidelines.

N 4 pd D
3;‘_ il:\cul,a\rol‘t&(bm(\ﬁ q/Qq’ Date Subject
1 tion <O ',\Q~December 18, | NBFC Prudential Norms (Reserve Bank)
G8/CEMY 1998 Directions, 1998
. B A\~ XX
2 8 S.(PBYCCNo0.11/ | November 15, | Amendments to NBFC Regulations
02501/99-2060 1999
3 No ' No. | January 13, | NBFC Prudential Norms (Reserve Bank)
DNBS /CGM(VSN 2000 Directions, 1998
M)-20
4 Notification June 30, 2000 | NBFC Prudential Norms (Reserve Bank)
DNBS.142/CGM(VSN Directions, 1998
M)-2000
5 DNBS(PD).CC.N0.15/0 | June 27,2001 | Asset Liability = Management (ALM)
2.01/2000-2001 System for NBFCs - Guidelines
6 DNBS.(PD).CC.No.16/ | June 27, 2001 | Amendments to NBFC Regulations
02.01/2000-01
7 DNBS (PD) C.C. | February 10, | Entry of NBFCs into Insurance Business
No0.35/10.24/2003-04 2004
8 DNBS (PD) CC No. 38 | June 11, 2004 | Transactions in Government Securities
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Sr.

No. Circular No. Date Subject
/02.02/2003-04
9 DNBS (PD) C.C. | July7,2004 | Issue of credit card
No0.41/10.27/2004-05
10 DNBS (PD) CC No0.49 | June 9, 2005 | Operative  instructions relating to
/02.02/2004-05 relaxation/modification in Ready Forward
Contracts, Settlement of Government
Securities Transactions and Sale of
securities allotted in Primary Issues
11 DNBS.(PD).C.C.No.63/ | January 24, | Prior Public Notice About Change in
02.02/2005-06 2006 Control / Management
12 DNBS (PD) CC | September 28, | Guidelines on Fair Practices Code for
No0.80/03.10.042/2005- 2006 Non-Banking Financial Compales
06 o
13 DNBS (PD) CC No.82/ | October 27, | Prior Public Notice abput change in
03.02.02/2006-07 2006 control / mana%?mentQ)
14 DNBS (PD) CC No. | December 04, | Issue of Co- \C Cards
83/03.10.27/2006-07 2006 Q@{@ 6
15 | DNBS (PD) CC No. | December 04, D.stang&\ @%u@al “Fund products by
84/03.10.27/2006-07 2006 NBFQ@ O h\o
16 | DNBS.PD/CC. December 12, ‘&uaaj\ llation of Systemically
N0.86/03.02.089/2006- 2006 @p BFCs and Banks’
07 & @&onsﬁ?p with them — for NBFCs’
17 | DNBS.PD/CC.No. February%@ \{@;udi(ﬁtai Norms Directions — Deposit
89/03.05.002/2006-07 208\ %d\ aki and Non-deposit taking Non-
’\\ o2 Q;Qg}uklng Financial Companies (NBFCs)
18 | DNBS.PD/CC.No0.95/0 @’24/2‘0%7(“ Complaints about excessive interest
3.05.002/2006-07 Q 2 charged by NBFCs
19 | DNBS.PD/C.C.No. 96&0‘ @@3@‘9007 NBFCs - FIMMDA Reporting Platform for
03.10.001/2007- &fb >\& O}@ Corporate Bond Transactions
20 | DNBS.PD/CC:104/03zt | @iy 11, 2007 | Guidelines on Corporate Governance
0.042/200748" 2" ¥
21 | DNBS.PD/CC.No10Z | ~Qttober 10, | Guidelines on Fair Practices Code for
03.10.042/2Q67-08~ fl’ 2007 Non-Banking Financial Companies
22 | DNBS.PDIC. %60\ < | November 26, | Unsolicited Commercial Communications
% 2007 - National Do Not Call Registry
Vg 0”0
23 S »{PD{D C.C.No. | July 31,2008 | Accounting for taxes on income-
1241083.0 2/2008-09 Accounting Standard 22- Treatment of
N C(b\ deferred tax assets (DTA) and deferred
tax liabilities (DTL) for computation of
capital
24 DNBS (PD).CC. |August 1, 2008 | Guidelines for NBFC-ND-SI as regards
No.125/03.05.002/2008 capital adequacy, liquidity and disclosure
-2009 norms
25 DNBS.PD.CC No.128 / | September 15, | Reclassification of NBFCs
03.02.059/2008-09 2008
26 DNBS (PD). | October 29, | Enhancement of NBFCs’ capital raising
CC.131/03.05.002/200 2008 option for capital adequacy purposes

8-09
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Sr.

No. Circular No. Date Subject
27 DNBS (PD) | January 2, Regulation of excessive interest charged
C.C.No0.133/03.10.001/ 2009 by NBFCs
2008-09
28 DNBS (PD) CC. | February 04, | Ratings of NBFCs
N0.134/03.10.001/2008 2009
-2009
29 DNBS (PD) | April 24, 2009 | Clarification regarding repossession of
CC.N0.139/03.10.001/ vehicles financed by NBFCs
2008-09
30 | DNBS (PD) CC. | June 04, 2009 | Applicability of NBFCs-ND-SI regulations
No.141/03.10.001/2008
-09
31 DNBS.PD/CC.No.142/ | June 09, 2009 | NBFCs - Treatment of\L%%&rred Tax
03.05.002/2008-09 Assets/Deferred  Tax ilities  for
Computation of Capltaj,q,
32 DNBS.PD.CC.No.161/ | September 18, | Introduction o&lnt%@gt Rate Futures-
3.10.01/2009-10 2009 NBFCs \ ,0 éo (1,
33 | DNBS.PD/CC.No.165/ | December 01, | Capital \‘ Rlsk weightage on
03.05.002/2009-10 2009 Lendn@h Iaterallzed Borrowing
and atlon (CBLO)
34 DNBS.PD.CC February 12, a "Flnance Companies
No.168/03.02.089 2010 \Qﬁgm %15065
/2009-10 5 ‘00
35 | DNBS (PD).CC. Mayos,xziﬂo@?b erseas Investment by NBFCs- No
No0.173/03.10.01 OQ Q)% %ﬂ‘ectlon (NoC) from DNBS, RBI
/2009-10 S &Ko
36 |DNBS (PD) C.C No. M@fzo@ “Finance  for Housing Projects —
174/03.10.001/2009- 10,0 Incorporating clause in the terms and
@ Q)(b conditions to disclose in
@fb <>\K \@ pamphlets/brochures/advertisements,
2 ® %Q information regarding mortgage of
A N o property to the NBFC
37 | DNBS.CC. PDN.Q\ Q @yf’z?, 2010 | Loan facilities to the physically / visually
191/03. J\O 01/a0\I0 f?}fl‘\ challenged by NBFCs
38 |DN P v N't)‘fJ August 09, | Participation in Currency Futures
1% 3.@.00 OJ?Z 1 2010
39 Q@N%ﬁi@ﬁ% g\o' August 11, | Ready Forward Contracts in Corporate
N&M9 2/2010 2010 Debt Securities
S O
40 | DNBS.2" (PD)  CC |September 16, | Participation in Currency Options
No0.199703.10.001/2010 2010
-11
41 DNBS.(PD).CC.No. September 17, | Submission of data to Credit Information
200/03.10.001/2010-11 2010 Companies Format of data to be
submitted by Credit Institutions
42 Notification January 5, Non-Banking Financial (Non-Deposit
No.DNBS.(PD).219/CG 2011 Accepting or Holding) Companies
M(US)-2011 Prudential Norms (Reserve Bank)
Directions, 2007
43 DNBS.CC.PD.No.208/ January 27, | Services to Persons with Disability -
03.10.01/2010-11 2011 Training Programme for Employees
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Sr.

No. Circular No. Date Subject
44 DNBS (PD) CC. [March 16, 2011| Amendment to Definition of Infrastructure
No0.213/03.10.001/2010 Loan
-2011
45 DNBS.PD/CC.NO. March 30, 2011| NBFCs not to be Partners in Partnership
214/03.02.002/2010-11 firms
46 DNBS.PD.CC.No.221/ | May 27, 2011 | Review of Guidelines on entry of NBFCs
03.02.002/2010-11 into Insurance Business
47 DNBS (PD) CC.No. | June 14,2011 | Opening  of  Branch/Subsidiary/Joint
222/03.10.001/2010-11 Venture/Representative Office or
Undertaking Investment Abroad by
NBFCs
48 DNBS(PD).CC. September 27, | Attempt to defraud using ~fake bank
No.245/03.10.42 2011 guarantee-modus operan(ﬂif\
[2011-12 QO
49 DNBS(PD).CC.No October 28, Implementatlorbf Gr@n Initiative of the
248/03.10.01/2011-12 2011 Government N AO r\q/
50 | DNBS.PD.CC.N0.249/ | November 21, | NBFCs - @; tura)f)ebt Funds
03.02.089/2011-12 2011
51 | DNBS.CC.PD.No. December 02, Intro@%’é n%f Category of NBFCs -
250/03.10.01/2011-12 2011 inancial Company-Micro
d\tltutlons (NBFC-MFIs) -
~o‘ icebtions
52 DNBS.CC.PD.No.252/ | December, \ge Capltal Adequacy Framework for
03.10.01/2011-12 201‘0 gbalance Sheet Items for NBFCs
53 | DNBS.CC.PD.N0.253/ | Decéfnb Qg.gﬁ Lhedit Default Swaps — NBFCs as Users
03.10.01/2011-12 A2011 L9
54 | DNBS.CC.PD.No.254/ <®e e&)@ﬁ Revised Capital Adequacy Framework for
03.10.01/2011-12 \Qﬁ \ 1D Off-Balance Sheet Items for NBFCs-
297 | O, Clarification
55 DNBS.CC.PD.NGQ%%/\)D%Qmeer 30, | Issuance of Non-Convertible Debentures
03.10.01/2011-%2 &' 2011 (NCDs)
56 | DNBS (PDf€EC. 359«1\/|a119h15, 2012| Non- Reckoning Fixed Deposits with
/03.02.59/2’01% (\\\ Banks as Financial Assets
57 March 20, 2012| Non Banking Financial Company-Micro
Finance Institutions (NBFC-MFIs) -
‘. | . Provisioning Norms- Extension of time
58 | DNBS.GC.PDNN0.265/ [March 21,2012| NBFCs - Lending Against Security of
03.3( s43,51)‘11-12 Single Product — Gold Jewellery
59 | DNBS:QE.PD.N0266/0 |[March 26, 2012| Guidelines on Fair Practices Code for
3.10.01/2011-12 NBFCs
60 DNBS.PD.CC.No.273/ | May 11, 2012 | Prudential Norms Directions, 2007 -
03.10.01/2011-12 Infrastructure Finance Companies -
Eligible Credit Rating Agencies -
Brickwork Ratings India Pvt. Ltd.
(Brickwork)
61 DNBS.PD.CC.No.276/ | May 30, 2012 | Uniformity in Risk weight for Assets
03.02.089/2011-12 Covering PPP and Post COD Projects
62 DNBS(PD)CC.No0.297/ | July 23,2012 | The Non-Banking Financial Company —

Factor/22.10.91/2012-

13

Factors (Reserve Bank) Directions, 2012
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Sr.

No. Circular No. Date Subject
63 Notification August 1, 2012 | Revised Capital Adequacy Framework for
No.DNBS(PD).248/CG Off-Balance sheet items for NBFCs -
M(US)-2012 Clarifications
64 Notification August 1, 2012 | Revised Capital Adequacy Framework for
No.DNBS(PD).249/CG Off-Balance sheet items for NBFCs -
M(US)-2012 Clarifications
65 DNBS (PD) | August 03, Non Banking Financial Company-Micro
CC.N0.300/03.10.038/ 2012 Finance Institutions (NBFC-MFlIs) -
2012-13 Directions — Modifications
66 | DNBS.PD.No. August 21, | Revisions to the Guidelines on
301/3.10.01/2012-13 2012 Securitisation Transactions
67 DNBS (PD) CC. | September 14, | The Non-Banking Financial Company —
No.303/Factor/ 2012 Factors (Reserve Bank) Dir\ ns, 2012
22.10.91/2012-13
68 | DNBS.PD/CC.NO.308/ | November 6, | Standardisation and<b@r‘1hancement of
03.10.001/2012-13 2012 Security Fea .'qv{ Cheque Forms -
Migrating to @ ndards
69 DNBS(Inf.).CC.No November 08, Readrn \@l Qgsewlce providers to
309/24.01.022/2012-13 2012 mrgr o IPv6
70 DNBS.PD.CC.No. December 28, %‘ﬁ'ﬂr Infrastructure Loan' of
317/03.10.001/2012-13 2012 F(gs I@\f onisation
71 | DNBS.CC.PD.N0.320/ | February 1@\) \%ga Bﬁb\s on Fair Practices Code for
03.10.01/2012-13 201{{0 l?s Grievance Redressal
Q ,96 M& anism - Nodal Officer
72 | DNBS.CC.PD.N0.326/ | May27, @ﬁ@QMFCS finance for Purchase of Gold
03.10.01/2012-13 RN
73 | DNBS.(PD).CC.No.327 Qh}g%@’\t 2013 | ‘Non Banking Financial Company-Micro
/03.10.038/2012-13 ,\'QK ®0 Q)(b Finance Institutions’ (NBFC-MFls) -
‘b S \& Directions — Modifications in Pricing of
@ <>‘ A Credit - Margin cap
74 | DNBS. PD/CQ(N% E@r}%H 2013 | NBFCs not to be Partners in Partnership
328/03.02. 662/2&‘??1 & 7 Firms - Clarifications
75 | DNBS &DJA@CA‘N\O ‘Lruly 26, 2013 | Unsolicited Commercial Communication-
353/ ,:303.10:042/201 National Do Not Call Registry
14 AN O g
76 |\ P Ne354/ |August 2, 2013| Financing of Infrastructure - Definition of
o3 gx 8:14 'Infrastructure Lending'
77 | DNBSXCC.PD.N0.356 |September 16, | Lending Against Security of Single
/03.40,0/2013-14 2013 Product — Gold Jewellery
78 DNBS.PD/CC.No November 06, | Migration  of Post-dated cheques
359/03.10.001/2013-14 2013 (PDC)/Equated Monthly Installment (EMI)
Cheques to Electronic Clearing Service
(Debit)
79 DNBS.(PD).CC.No November 12, | Filing of records of equitable mortgages
360/03.10.001/2013-14 2013 with the Central Registry
80 DNBS.PD.CC.No November 28, | Participation of NBFCs in Insurance
361/03.02.002/2013-14 2013 sector
81 DNBS.PD.CC.No. November 29, | Financing of Infrastructure - Definition of
362/03.10.001/2013-14 2013 'Infrastructure Lending'
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Sr.

No. Circular No. Date Subject

82 DNBS.PD.363/03.10.3 January 1, | Advances guaranteed by Credit Risk
8/2013-14 2014 Guarantee Fund Trust for Low Income

Housing (CRGFTLIH) — Risk Weights and
Provisioning

83 | DNBS.CC.PD.No. January 08, | Lending Against Security of Single
365/03.10.01/2013-14 2014 Product — Gold Jewellery

84 DNBS.CO.PD.No. January 23, | Review of Guidelines on Restructuring of
367/03.10.01/2013-14 2014 Advances by NBFCs

85 DNBS (PD) | February 07, | ‘Non-Banking Financial Company-Micro
CC.No0.369/03.10.038/ 2014 Finance Institutions’ (NBFC-MFls) -
2012-13 Directions — Modifications in “Pricing of

Credit”

86 | DNBS (PD) [March 21, 2014| Early Recognition of Fm@%@?a’l Distress,
CC.N0.371/03.05.02/2 Prompt Steps for Re ion and Fair
013-14 Recovery for Lendefb Framework for

Rewtallsmg r%’s\ed}%ssets in the
Economy >\

87 | DNBS.PD.No. March 24, 2014| Revision@ 't fb\tlée V Guidelines  on

372/3.10.01/2013-14 Securi t\ Transactions - Reset of
Credit Ephancément

88 | DNBS (PD) | April 7, 2014 uqvés Nt @ through Alternative
CC.No0.373/03.10.01/2 q Funds - Clarification on
013-14 9 caidu e\n of NOF of an NBFC

89 DNBS (PD).CC.No. | April 07, 44\?’ tration of Non- -Operative Financial
374/03.10.001/2013-14 ) OQAQ)%@ I& ing Companies (NOFHCs)

90 |DNBS (PD) M%@?&/XTMQ“R’équirement for obtaining prior approval
CC.No0.376/03.10.001/ 40‘6 Q @6 of RBI in cases of acquisition/ transfer of
2013-14 Y 0 o control of NBFCs

91 | DNBS.CC.PD.No.372 {@aﬁl 22)2014 | Rounding off transactions to the Nearest
03.10.01/2013-1@0“ QP /&@ Rupee by NBFCs

92 | DNBS(PD).CC\f40.399/ | Ghily 14, 2014 | Levy of foreclosure charges/pre-payment
03.10. 42/2042!*—15@ A 17 q%) penalty on Floating Rate Loans

93 | DNBS.CC. PDdNB "|"VAugust 12, | Appointment of Non-Deposit Accepting
405/Q3M0. 0@20,1@&1 © 2014 NBFCs with asset size of * 100 crore and

&06 N\ QO & above as sub - agents under Money
\&0 Transfer Service Schemes (MTSS)
94 ‘SD .C 406/ August 12, Interest Rate Futures - NBFCs
0 Q 15 2014

95 |DNBS .o(PD).CC.No August 20, | Data Format for Furnishing of Credit

407/03:70.42 /2014-15 2014 Information to  Credit Information
- Companies (CICs) and other Regulatory
Measures

96 DNBS (PD).CC.No. | August 21, NBFCs- Lending against Shares
408/03.10.001/2014-15 2014

97 DNBR (PD) CC. | November 10, | Revised Regulatory Framework for NBFC
No0.002/03.10.001/2014 2014
-15

98 DNBR (PD) CC.No. | November 10, | Review of the Non-Banking Financial

003/22.10.91/2014-15

2014

Company — Factors (Reserve Bank)
Directions, 2012
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Sr.

No. Circular No. Date Subject
99 | DNBR.CO.PD.No.011/ January 16, | Review of Guidelines on Restructuring of
03.10.01/2014-15 2015 Advances by NBFCs
100 | DNBR.(PD).CC.N0.015 | January 28, | Submission of Data to Credit Information
/03.10.001/2014-15 2015 Companies - Format of Data to be
submitted by Credit Institutions
101 | DNBR.(PD).CC.N0.019 | February 06, | Membership of Credit Information
/03.10.001/2014-15 2015 Companies (CICs)
102 | DNBR (PD) CC | February 20, | Raising Money through Private
No0.021/03.10.001/2014 2015 Placement of Non-Convertible
-15 Debentures (NCDs) by NBFCs
103 | DNBR.009/CGM(CDS) [March 27, 2015| Systemically  Important  Non-Banking
-2015 Financial (Non-Deposit Q(%eptlng or
Holding) Companies Prqgéh lal Norms
(Reserve Bank) Directiopn§; 2015
104 | DNBR.011/CGM.(CDS) |March 27, 2015| Non- Banklng Fm@mal (Deposit
-2015 Accepting Companies
Prudentlal 0% serve  Bank)
Dlrectlon@ (kdment
105 | DNBR.012/CGM.(CDS) |March 27, 2015| Non- cial Company - Factor
-2015 (R % )  Directions, 2012
(Amendmenty’
106 | DNBR.CC.PD.No0.027/ | April 08, 2015 ¢;N g Financial Company-Micro
03.10.01/2014-15 éoggf@ Institutions (NBFC-MFls) —
be o |Q§}ons — Modifications - Annual
9 @ehold income of NBFC-MFI
C}SO Q’Q rrower, eligible to be defined as a
9@ 7 s.Y qualifying asset, raised.
107 | DNBR ()?br-so,%@s NBFCs- Lending against Shares -
(PD).CC.N0.028/03. 1,(?@K (}' Q)"b Clarification
001/2014-15 .2 49 o,
108 | DNBR $}“PD)\’AQ@1O 2015 | Guidelines on Corporate Governance -
CC.N0.029/ ,03?-10@&/ Review
2014-15 N - o { .2
109 | DNBR.(PD).CE.No.;* [pril 30, 2015 | Distribution of Mutual Fund products by
033/0 *rbf.\ 72044-15~ NBFCs
110 | D N )M May 14, 2015 | Infrastructure Debt Funds (IDFs)
B NKO35/43.108001/
3 Oi@_%ﬁo O
111 BRCC.RD/N0.036/ | May 21, 2015 | Lending against security of single product
0340:0 ug@’m 15 - Gold Jewellery
112 DNBRQ:C PD.No.041/ | June 25, 2015 | Appointment of Non-Deposit Accepting
03.10.01/2014-15 NBFCs with asset size of * 100 crore and
above as sub- agents under Money
Transfer Service Schemes (MTSS)
113 | DNBR (PD) CC.No. | July 02,2015 | Applicability of Credit Concentration
064/03.10.001/2015-16 Norms
114 | DNBR (PD) CC.No. | July 09, 2015 | Requirement for obtaining prior approval

065/03.10.001/2015-16

of RBI in cases of acquisition/ transfer of
control of Non-Banking  Financial

Companies (NBFCs)
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Sr.

No. Circular No. Date Subject
115 | DNBR.CC.PD.No.066/ | July 23, 2015 | Early Recognition of Financial Distress,
03.10.01/2015-16 Prompt Steps for Resolution and Fair
Recovery for Lenders: Framework for
Revitalising Distressed Assets in the
Economy - Review of the Guidelines on
Joint Lenders' Forum (JLF) and
Corrective Action Plan (CAP)
116 | DNBR.CO.PD.No. July 30, 2015 | Review of Guidelines on Restructuring of
067/03.10.01/2015-16 Advances by NBFCs
117 | DNBR.CC.PD.No. October 01, | Non-Banking Financial Company-Micro
069/03.10.01/2015-16 2015 Finance Institutions (NBFC-MFls) -
Directions — Modifications
118 | DNBR.CC.PD.No. October 29, | Early Recognition of Fin Distress,
070/03.10.01/2015-16 2015 Prompt Steps for Res on and Fair
Recovery for Lenders’d Framework for
Revitalising D@tre ssets in the
Economy - v@? (gﬂreﬁGmdellnes on
Joint fders™ Forum  (JLF) and
Correct Ac Kah (CAP)
119 | DNBR.CC.PD.No. November 26, n |?%J anC|aI Company-Micro
071/03.10.038/2015-16 2015 0 tlons (NBFC-MFls) -
re BS PD.No. 234/CGM (US)-
‘Qc ed December 2, 2011 and
(09 I C PD.N0.027/03.10.01/2014-15
O ghd April 08, 2015 — Revision of the
x\OQ 2 Aogin amount with tenure not less than 24
120 | DNBR(PD).CC.No. wary‘?&éQ‘Provision of Safe Deposit Locker facility
072/03.10.001/2015-16 4 16 by NBFCs
121 | DNBR (PD)CC. 5 r Undertaking of Point of Presence (PoP)
073/03.10.001/2015;@6,-\& \@9 Services under Pension Fund Regulatory
» \\> < and Development Authority for National
RPN ) ~ Pension System (NPS)
122 | DNBR.CC.PDNoWO74L | &q‘p?uarym, NBFC — Factors (Reserve Bank)
03.10.01/2015:16 &' |° 2016 Directions, 2012 — Review
KAV e PN
123 DNBR&“ ~ PRy March 10, 2016 Review of risk weights assigned to
CNo. &78/06',’1'?) Qg~1_ sovereign debt
\a%‘l%@
124 o April 7, 2016 | Applicability of Concentration of Credit/
%.N@‘O?ﬁ@.m.oow Investment Norms
2018162~
125 | DNBRCEC.PD.No.078/ | April 13, 2016 | Non-Banking Financial Company-Micro
03.10.038/2015-16 Finance Institutions (Reserve Bank)
Directions, 2011 — Acting as Channelizing
Agents for Schemes operated by
Central/State Government Agencies
126 | DNBR(PD).CC.No0.079/ | April 21, 2016 | Infrastructure Debt Funds (IDFs)
03.10.001/2015-16
127 | DNBR.CC.PD.No.081/ | May 26, 2016 | Review of Framework for Revitalising
03.10.01/2015-16 Distressed Assets in the Economy and
Strategic Debt Restructuring Mechanism
128 | DNBR.CC.PD.No.082/ | June 2, 2016 | Refinancing of Project Loans
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Sr.
No.

Circular No. Date

Subject

03.10.001/2015-16

129

DNBR(PD)CC.N0.083/ | July 28, 2016 | Guidelines for Relief Measures by NBFCs
03.10.001/2016-17 in areas affected by Natural Calamities

Timeline for Government NBFCs

98

Annex |



https://rbi.org.in/Scripts/NotificationUser.aspx?Id=10434&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=10531&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=10531&Mode=0

Norm Extant Provisions for Govt. NBFCs Timeline
other NBFCs
Prudential Regulation
Income recognition | As prescribed Balance Sheet dated March 31, 2019
Asset Classification | NBFC-NDSI and NBFC-NDSI and NBFCs-D
NBFCs-D — 90 days 120 days — March 31, 2019
norm 90 days — March 31, 2020
NBFCs-ND — 180 days | NBFCs-ND
norm 180 day norm — March 31, 2019
Provisioning For NPAs — As As on March 31, 2019- 100% of
requirement specified in the prescribed requirement O
Directions. -
For Standard Assets N Q)’DQ
NBFC-NDSI and <
NBFCs-D- 0.40% & NN
NBFCs-ND — 0.25% X ° o
o.QQ) ,E\\Q ,-"\\O
. N L@
Capital Adequacy CRAR - 15% PONII IR
Applicable to NDSI | Tier | — 10% N4 ‘?‘”/"éf"‘*” Tier|— | March 31,
and NBFC -D & e 2019
N 2% (min Tier | — | March 31,
e <2_q,Cbs%) 2020
@ 7 5" || 13% (min Tier | —|March 31,
AR & | 9%) 2021
% .\@0 o 15% (min Tier | — | March 31,
Q% O » 10%) 2022
o<
Leverage Ratio ,QC* ic b’le(@) NBFC — | A roadmap for adherence by March
{\ /\(\Q,) DQQ}(\ (19 31, 2022 to be prepared by the Govt.
;(ZS ’\Q\C)O(Q (‘,\0) | NBFC- ND |
Conc_:e\nﬁtr\,@‘ﬁn@. > Aé@%rescrlbed Govt'.. companies set up to serve
credit/ e@le&f»‘ & specific sectors may approach the
’\6\.\(\"0 bo Reserve Bank for exemptions, if any.
<< Q‘}\Q’ For others, the timeline will be up to
S balance Sheet dated March 31, 2022
Others
Corporate As prescribed Balance Sheet dated March 31, 2019
Governance etc.
Conduct of As prescribed Balance Sheet dated March 31, 2019
Business
Regulations (Fair
Practices Code)
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Norm Extant Provisions for Govt. NBFCs Timeline
other NBFCs
Acceptance of Deposit Directions
Deposit Directions | As prescribed for e Investment Grade Credit rating for
NBFC-D acceptance of public deposits-
March 31, 2019.
e A Govt. NBFC-D having
investment grade credit rating can
accept deposits only upto 1.5
times of its NOF. Govt. NBFCs
holding deposits in excess of the
limit shall not acegss fresh
deposits or renew ting ones till
they conform the limit, the
existing é@poaﬂ‘s yﬂ_ﬂ be allowed to
run off il uri&.
e AllyBthe? difections shall apply
Qf\o%n\‘é?ale‘&e Sheet dated March
34,2019
1o 31,2008
Statutory Provisighs -
Sec 45 IB Maintenance of (b%Y\@\/Iva('@‘éL 2019-5% of outstanding
< .
percentage of e@\&ts%@w @%osns
15% of the cgu@taq&r@g,%arch 31, 2020 — 10% of outstanding
deposits -« Q/ 5" | deposits
Q}Q 58 & | March 31, 2021 - 12% of outstanding
‘bc} @ Q@ deposits
@ &Q O’& March 31, 2022 — 15% of outstanding
o ¢ /Q) deposits
Sec 451C ,  |Résenve Fyhd March 31, 2019
(0 74
Q@ QO ¢
M N O @
S @ S
$ L 90 xS
A\®) (\c’ OO
’\((\.Q(b d
< x0
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Annex Il

Guidelines on Liquidity Risk?' Management Framework

Non-deposit taking NBFCs with asset size of ¥100 crore and above, systemically
important Core Investment Companies and all deposit taking NBFCs (except Type |
NBFC-ND??, Non-Operating Financial Holding Company and Standalone Primary
Dealer) shall adhere to the guidelines as mentioned herein below. It will be the

responsibility of the Board to ensure that the guidelines are adhered to. The internal

controls required to be put in place by NBFCs as per these guide@&% shall be
subject to supervisory review. Further, as a matter of prudence, al@ﬁer NBFCs are
also encouraged to adopt these guidelines on liquidity risk@%@@%g&t on voluntary
basis. The guidelines deal with following aspects %f?)?iggj&(té?ﬁsk Management

Q" Q.
framework. N O
& & &
O & S
A. Liquidity Risk Management Policy, Séﬁ% i ar\@Dractices
B. Management Information System @I < ;\}O(\
C. Internal Controls (\\Q %QK &'b
D. Maturity profiling cs;go Qg’ @Q
E. Liquidity Risk Measurem%@—étbc proach
: AONINS) <
F. Currency Risk N
G. Managing Interest e.k cl’(@@
H. Liquidity Risk Mediforiig Tools
© @ ©
&\Q ,b"o /M
A. Liquidity Risk/Mgﬁg%@}e @’olicy, Strategies and Practices
& 80 o
In order toé@ ure: ac)@ﬁ\n "and robust liquidity risk management system, the Board

of the&@%@a&@az)@&liquidity risk management framework which ensures that it
maintair.\s\(g%fj&egOlquidity23, including a cushion of unencumbered, high quality
liquid asse%\ qg@'thstand a range of stress events, including those involving the loss
or impairment of both unsecured and secured funding sources. It shall spell out the
entity-level liquidity risk tolerance; funding strategies; prudential limits; system for

measuring, assessing and reporting/ reviewing liquidity; framework for stress testing;

2“Liquidity Risk” means inability of an NBFC to meet such obligations as they become due without adversely affecting the
NBFC'’s financial condition. Effective liquidity risk management helps ensure an NBFC'’s ability to meet its obligations as and
when they fall due and reduces the probability of an adverse situation developing.

2 Type | NBFC-ND as defined in RBI press release dated June 17, 2016.

24 jquidity” means NBFC’s capacity to fund the increase in assets and meet both expected and unexpected cash and collateral
obligations at reasonable cost and without incurring unacceptable losses.
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liquidity planning under alternative scenarios/formal contingent funding plan; nature
and frequency of management reporting; periodical review of assumptions used in

liquidity projection; etc.

Key elements of the liquidity risk management framework are as under:
i) Governance of Liquidity Risk Management

Successful implementation of any risk management process has to emanate from
the top management in the NBFC with the demonstration of its strong commitment
to integrate basic operations and strategic decision-making with risk management.
The Chief Risk Officer appointed by the NBFC in terms of our circulaf;%NBR (PD)
CC. N0.099/03.10.001/2018-19 dated May 16, 2019 shall be invoh@?% the process
of identification, measurement and mitigation of quqﬁit;\%@?s@:bA desirable

organisational set up for liquidity risk management sh %,gnder:
Q" Q.
Board of Direct K&
a) Board of Directors @(\ N \K®

The Board shall have the overall respos@%ili% %R&anagement of liquidity risk.
The Board shall decide the strategb‘goéip‘eeji,ﬁ?d procedures of the NBFC to
manage liquidity risk in accorda%%@%@ofh%@?uidity risk tolerance/ limits decided
by it. O\& o‘\/&é
b) Risk Management Co@ﬁ&j@ Q)(b
The Risk Manageme@‘%Qﬁ?n@er, which reports to the Board and consisting of
Chief Executive&‘@ﬁ%og}@(CE%)CjVIanaging Director and heads of various risk
Y

verticals sha{{t)/q(\@ g&\lbléﬁor evaluating the overall risks faced by the NBFC

includin%@%g&y\&@&(\ @K'\

oS
c) A@&-%@%il@\ﬂeéggement Committee (ALCO)

The Abé\g\c&():l@scang of the NBFC’s top management shall be responsible for
xQ
ensuring adgéTence to the risk tolerance/ limits set by the Board as well as
implementing the liquidity risk management strategy of the NBFC. The CEO/ MD
or the Executive Director (ED) should head the Committee. The Chiefs of
Investment, Credit, Resource Management or Planning, Funds Management/
Treasury (forex and domestic), Economic Research may be members of the
Committee. The role of the ALCO with respect to liquidity risk should include, inter
alia, decision on desired maturity profile and mix of incremental assets and

liabilities, sale of assets as a source of funding, the structure, responsibilities and
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controls for managing liquidity risk, and overseeing the liquidity positions of all
branches.

d) Asset Liability Management (ALM) Support Group
The ALM Support Group consisting of the operating staff shall be responsible for
analysing, monitoring and reporting the liquidity risk profile to the ALCO. Such
support groups will be constituted depending on the size and complexity of

liquidity risk management in an NBFC.

ii) Liquidity risk Tolerance

An NBFC shall have a sound process for identifying, measuring, m\g{%ring and
controlling liquidity risk. It should clearly articulate a liquidity risl%tb(t\erance that is
appropriate for its business strategy and its role in th%@ Q§|\’an/§ystem. Senior
management should develop the strategy to manage Q@@id%\wskjh accordance with

. P X
such risk tolerance and ensure that the NBFC man@n{\ﬁh f}@ﬁt liquidity.
@ O L

\j: .
iii) Liquidity Costs, Benefits and Risks i%@@ggﬁr@$ricing

&
NBFCs should endeavour to develo%%%%(é%§$§qo quantify liquidity costs and
benefits so that the same may ct)@)ﬂ\ ﬁ%%@}%d in the internal product pricing,

performance measurement %@Q”%‘O/ pé ct approval process for all material
. , )
business lines, products an@ctl\@%%’(}%

@ e
iv) Off-balance She @osyj’es and Contingent Liabilities
S
,QQ ,b"o /M

The process of identiéy@!gzb@kaggkng, monitoring and controlling liquidity risk should
include a ro‘%&@g&ng@@rl\%r comprehensively projecting cash flows arising from
assets,.@ﬁ&é; (§ﬁd 6gfﬁ)alance sheet items over an appropriate set of time
horiz g.é\&%@a@ement of liquidity risks relating to certain off-balance sheet
exposurésQéﬁ \&ount of special purpose vehicles, financial derivatives and
guarantees é}% commitments may be given particular importance due to the
difficulties that many NBFCs have in assessing the related liquidity risks that could

materialise in times of stress.

v) Funding Strategy - Diversified Funding

An NBFC shall establish a funding strategy that provides effective diversification in
the sources and tenor of funding. It should maintain an ongoing presence in its

chosen funding markets and strong relationships with fund providers to promote
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effective diversification of funding sources. An NBFC should regularly gauge its
capacity to raise funds quickly from each source. There should not be over-reliance
on a single source of funding. Funding strategy should also take into account the
qualitative dimension of the concentrated behaviour of deposit withdrawal (for
deposit taking NBFCs) in typical market conditions and over-reliance on other

funding sources arising out of unique business model.

vi) Collateral Position Management

An NBFC shall actively manage its collateral positions, differentiating between
encumbered and unencumbered assets. It should monitor the Iegqt\%ntity and
physical location where collateral is held and how it may be mo il&d in a timely
manner. Further, an NBFC should have sufficient coIIate@tooﬁwesl/tbexpected and

unexpected borrowing needs and potential mcreasesdb in ‘Reqwrements over
different timeframes.
Q,Q &\° x\
vii) Stress Testing Q Q\@
' QJQ’

Stress testing shall form an integral pag&% tbé )Sé%" governance and liquidity risk
management culture in NBFCs. AR@@%I@@% conduct stress tests on a regular
basis for a variety of short-t ae\d’ pr@t?acted NBFC-specific and market-wide
stress scenarios (mdmdua@« a@ﬁ %ra%omblnatlon) In designing liquidity stress
scenarios, the nature o I‘@%C&usmess activities and vulnerabilities should be
taken into conS|dg{Qtf6no}@ th@ I.ge scenarios incorporate the major funding and
market liquidity risks t&&/thﬁst BFC is exposed.
$° ¥ Q -

viii) Cont@&a% F@Qd@ lan

An N@C sjﬁllé@r@fﬁ% a contingency funding plan (CFP) for responding to severe
dISI‘UptIO}iSQI\ﬂRI I@ﬁught affect the NBFC'’s ability to fund some or all of its activities in
a timely mam%r and at a reasonable cost. Contingency plans should contain details
of available/ potential contingency funding sources and the amount/ estimated
amount which can be drawn from these sources, clear escalation/ prioritisation
procedures detailing when and how each of the actions can and should be activated,
and the lead time needed to tap additional funds from each of the contingency

sources.
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ix) Public disclosure

An NBFC shall publicly disclose information (Appendix |) on a quarterly basis on the
official website of the company and in the annual financial statement as notes to
account that enables market participants to make an informed judgment about the

soundness of its liquidity risk management framework and liquidity position.

x) Intra Group transfers
With a view to recognizing the likely increased risk arising due to Intra-Group
transactions and exposures (ITEs), the Group Chief Financial officer (CFO) is
expected to develop and maintain liquidity management processeg{lgnd funding
programmes that are consistent with the complexity, risg profﬂb(,band scope of
operations of the companies in the Group?*. The Group@@@j&b management
processes and funding programmes are expected,g@ t@i{é |(r\¢5@ account lending,
investment, and other activities, and ensure thak@%@é?eé@ﬂdity is maintained at
the head and each constituent entity within %@g&&p@ﬁ%cesses and programmes
should fully incorporate real and potentia(!)égrﬁj%‘rlg}\ncluding legal and regulatory
N
restrictions, on the transfer of funds a@&géﬁes@‘éntities and between these entities
O O
and the principal. N & Q@
’KQ / 6
?\ . OQ <
B. Management Informati@ %@‘e%ffﬂHS)
An NBFC shall have a %b@W@Qdesigned to provide timely and forward-looking
L0
information on tha@ﬁid@@pc}@o‘% of the NBFC and the Group to the Board and
&

ALCO, both under ré&%n%l(%npﬁg&’ress situations. It should capture all sources of
liquidity riskﬁgﬁ%{c@nt@mnt risks and those arising from new activities, and
GE AN OO0 : L : :
have th |I|%bto {&l’nsb@nore granular and time-sensitive information during stress

@\ XS 0 xO
events: O o°

N
C. InternakC |
nterna ggﬁ‘os

An NBFC shall have appropriate internal controls, systems and procedures to
ensure adherence to liquidity risk management policies and procedure.
Management should ensure that an independent party regularly reviews and
evaluates the various components of the NBFC’s liquidity risk management

process.

%ps defined in the Master Direction - Non-Banking Financial Company - Systemically Important Non-Deposit taking Company
and Deposit taking Company (Reserve Bank) Directions, 2016
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D.

a)

b)

Maturity Profiling

For measuring and managing net funding requirements, the use of a maturity
ladder and calculation of cumulative surplus or deficit of funds at selected
maturity dates is adopted as a standard tool. The Maturity Profile should be used
for measuring the future cash flows of NBFCs in different time buckets. The
Maturity Profile as given in Appendix | could be used for measuring the future
cash flows of NBFCs in different time buckets. The time buckets shall be
distributed as under:
(i) 1 dayto 7 days

(i) 8 days to 14 days \&\%
(iif) 15 days to 30/31 days (one month) ’bo
(iv)Over one month and upto 2 months S Q’@
(v) Over two months and upto 3 months ,00 éo f{,b

s 8 T Q
(vi)Over 3 months and upto 6 months @ o Vv
(vii) Over 6 months and upto 1 year 0 06’ O(\%

(viii) Over 1 year and upto 3 years @Q O‘\\ ¢
(ix)Over 3 years and upto 5 years g & Q\
(x) Over 5 years & ° Q

%)
PN
NBFCs would be holding in thgq@nq&t eft portfolio, securities which could be

broadly classifiable as 'mae‘y‘a%oggxée%mities' (under obligation of law) and other
'non-mandatory securiti@“: %(;\}:aQ@%of NBFCs not holding public deposits, all
investments in sec@@ei,ang&% case of NBFCs holding public deposits, the
surplus securiti&ﬁ%%é\%vgr%ngabove the requirement), shall fall in the category
of 'non-magdém@@seg@miq& Alternatively, the NBFCs may also follow the
concepé«@@r r@a\‘n\(;)%éb%&k\ggper the extant prescriptions for NBFCs.
\§§\° .\\QQ»éc.}q} &

Th \E@FCOQ\ h@&fng public deposits may be given freedom to place the
mandal@?y&g&urities in any time buckets as suitable for them. The listed non-
mandatory securities may be placed in any of the "1 day to 7 days, 8 days to 14
days, 15 days to 30/31 days (One month)", Over one month and upto 2 months"
and "Over two months and upto 3 months" buckets depending upon the
defeasance period proposed by NBFCs. The unlisted non-mandatory securities
(e.g., equity shares, securities without a fixed term of maturity, etc.) may be
placed in the "Over 5 years" buckets, whereas unlisted non-mandatory securities

having a fixed term of maturity may be placed in the relevant time bucket as per
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residual maturity. The mandatory securities and listed securities may be marked
to market for the purpose of the ALM system. Unlisted securities may be valued

as per Prudential Norms Directions.

d) Alternatively, the NBFCs may also follow the concept of Trading Book which is as
follows:

i.  The composition and volume are clearly defined;
ii.  Maximum maturity/ duration of the portfolio is restricted,;
iii.  The holding period not to exceed 90 days;
iv.  Cut-loss limit prescribed; ,QQ

A
v. Defeasance periods (product-wise), i.e., time taken to quuid%@%e position on

the basis of liquidity in the secondary market are pre%@tibegz 0y
. e : AN
NBFCs which maintain such ‘Trading Books’ ar\@co\@) ylﬁb with the above
standards shall show the trading securities UQG%[\\'% g\@\to 30/31 days (One
%)
month)", Over one month and upto 2 monéQs‘“ a&.ﬂOO\Q%CF two months and upto 3
months" buckets on the basis of the d@%as@@c%:@riods. The Board/ ALCO of
O @ .
the NBFCs shall approve the vqurQ& cgﬁpogihoon, holding/ defeasance period,
cut loss, etc. of the ‘Trading g&?l@,ﬁ%@maining investments shall also be

classified as short term a ‘18’ngt\térradnvestments as required under Prudential

O
Norms. Q} c’}\ "b%
M. @ QD
RN

e) The policy note r@or‘g@i byg‘l:he NBFCs on treatment of the investment portfolio
for the purpogéo@?l%@r/\d@(p%roved by their Board/ ALCO shall be forwarded
to the R@%n@%{{@(g’gi e Department of Supervision of RBI under whose
Jurls%@ﬁ‘(g%@w\g\rég?s\%@ed office of the company is located.

N

f) Withi{&oe,a\é{b(\ti@g)bucket, there could be mismatches depending on cash inflows
and oufﬁo‘e@@while the mismatches up to one year would be relevant since these
provide early warning signals of impending liquidity problems, the main focus
shall be on the short-term mismatches, viz., 1-30/31 days. The net cumulative
negative mismatches in the Statement of Structural Liquidity in the maturity
buckets 1-7 days, 8-14 days, and 15-30 days shall not exceed 10%, 10% and
20% of the cumulative cash outflows in the respective time buckets. NBFCs,
however, are expected to monitor their cumulative mismatches (running total)

across all other time buckets upto 1 year by establishing internal prudential limits
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with the approval of the Board. NBFCs shall also adopt the above cumulative

mismatch limits for their structural liquidity statement for consolidated operations.

g) The Statement of Structural Liquidity may be prepared by placing all cash inflows
and outflows in the maturity ladder according to the expected timing of cash
flows. A maturing liability shall be a cash outflow while a maturing asset shall be

a cash inflow.

h) In order to enable the NBFCs to monitor their short-term liquidity on a dynamic
basis over a time horizon spanning from 1 day to 6 months, NBFCs shall
estimate their short-term liquidity profiles on the basis of business p(%@tions and

A\

other commitments for planning purposes. ’b&

Q
E. Liquidity Risk Measurement — Stock Approach Qb oQ r{/b
> @ Q

NBFCs shall adopt a “stock” approach to liquidity %@ rg&s%e ent and monitor
..?\q.ﬂ\ : -
certain critical ratios in this regard by putting '{b@ agg n&e}@ally defined limits as
approved by their Board. The ratios and th&ﬁht%(&léﬁgﬁs shall be based on an
NBFC’s liquidity risk management capabi@%s@&p@ce and profile. An indicative

ORI
list of certain critical ratios to monito@% %@n-@% liability to total assets; short-
term liability to long term assets; Q()@?%T@%i@@%pers to total assets; non-convertible
. /
debentures (NCDs)(original m@%i‘t\b@f Iae?than one year) to total assets; short-term
N
liabilities to total liabilities; ;gﬁlg-{@fm %{sbets to total assets; etc.
F. Currency Risk ¢ \g\ e
&t\Q o s D
Exchange rate vola ili@@nk;zgrt@/new dimension to the risk profile of an NBFC’s
balance sh%g@ h@%q(\%(br@n assets or liabilities. The Board of NBFCs should
-
recognisg\&e&h%ﬁl?\é@\ arising out of such exposures and develop suitable
N ORI .
prepa@ag\@ f&()n&n}glng the risk.
- (%
AN
G. Manag{'{\‘é\l&&Qest Rate Risk (IRR)

a) The opera%onal flexibility given to NBFCs in pricing most of the assets and
liabilities imply the need for the financial system to hedge the Interest Rate Risk.
Interest rate risk is the risk where changes in market interest rates might
adversely affect an NBFC's financial condition. The changes in interest rates
affect NBFCs in a larger way. The immediate impact of changes in interest rates

is on NBFC's earnings (i.e. reported profits) by changing its Net Interest Income

% Less than one year
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b)

c)

(NII). A long-term impact of changing interest rates is on NBFC's Market Value of
Equity (MVE) or Net Worth as the economic value of NBFC's assets, liabilities
and off-balance sheet positions get affected due to variation in market interest
rates. The interest rate risk when viewed from these two perspectives is known
as ‘earnings perspective’ and ‘economic value perspective', respectively. The risk
from the earnings perspective can be measured as changes in the Net Interest
Income (NII) or Net Interest Margin (NIM). There are many analytical techniques
for measurement and management of Interest Rate Risk. To begin with, the
traditional Gap analysis is considered as a suitable method to measure the
Interest Rate Risk in the first place. It is the intention of RBI to m%@%\/er to the
modern techniques of Interest Rate Risk measurement Il@’bQDuratlon Gap
Analysis, Simulation and Value at Risk over time when(@Bg U|re sufficient
expertise and sophistication in acquiring and handh\@M@\

The Gap or Mismatch risk can be measured@/ csﬂb%la@g Gaps over different
time intervals as at a given date. Gap ag}gﬁsm@%\@ures mismatches between
rate sensitive liabilities and rate sen@’ﬁ/egg%sgfs\(mcludmg off-balance sheet

positions). An asset or liability is nc@ﬁal&&la@ﬂed as rate sensitive if:
IR IR

within the time interval r @ﬁs@ratlon there is a cash flow;
the interest rate rese@?e%u%ewntractually during the interval;
dependent on R@@ha@es@g’the interest rates/Bank Rate;

it is contrac;@@ %@— )/%ol% or withdrawal before the stated maturities.
/ @ D Qv
YV
The Gap 5&)0@ Qgﬂé%@generated by grouping rate sensitive liabilities, assets

and Q{\&al@ke\éheetjsosmons into time buckets according to residual maturity
or&xt@)%@)\(b iod, whichever is earlier. The difficult task in Gap analysis is
deterﬁ}g@g @e sensitivity. All investments, advances, deposits, borrowings,
purchase(b%nds etc. that mature/ reprice within a specified timeframe are
interest rate sensitive. Similarly, any principal repayment of loan is also rate
sensitive if the NBFC expects to receive it within the time horizon. This includes
final principal payment and interim instalments. Certain assets and liabilities to
receive/pay rates that vary with a reference rate. These assets and liabilities are
repriced at pre-determined intervals and are rate sensitive at the time of repricing.
While the interest rates on term deposits are fixed during their currency, the

tranches of advances portfolio are basically floating. The interest rates on
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advances received could be repriced any number of occasions, corresponding to

the changes in PLR.

d) The Gaps may be identified in the following time buckets:

) 1dayto 7 days

ii) 8 daysto 14 days

iii) 15 days -30/31 days (One month)
iv)  Over one month to 2 months

v)  Over two months to 3 months

vi)  Over 3 months to 6 months )
o
vii)  Over 6 months to 1 year ’b&
viii)  Over 1 year to 3 years fb
& r{}’
ix)  Over 3 years to 5 years é
Q)
x)  Over 5 years \ 6@ &
N x\° Y
xi)  Non-sensitive @ L
(\ Q\\

The various items of rate sensitive g&e@%n%@bllmes and off-balance sheet
items shall be classified as exp{q\fﬁedﬁﬁ A@&endlx - 111
NS Qg)@

e) The Gap is the dlfferencs)\‘gét\@e/en Rate Sensitive Assets (RSA) and Rate

f)

Sensitive Liabilities (RSl@(for Q)flme bucket. The positive Gap indicates that it

has more RSAs tha@ﬁSI@\whg?éas the negative Gap indicates that it has more

RSLs than RLAQ(@nefﬁap/%pgﬁs indicate whether the institution is in a position

to benefit from r@% @re& rates by having a positive Gap (RSA > RSL) or

whether Qﬁ}s {Q‘Q g&gtlog)to benefit from declining interest rates by a negative

i§ L@R\%&f g)% Gap can, therefore, be used as a measure of interest rate
O

\@@y o’z’(\ bo
Each N%Fggs%all set prudential limits on individual Gaps with the approval of the
Board/Management Committee. The prudential limits shall have a relationship
with the Total Assets, Earning Assets or Equity. The NBFCs may work out
Earnings at Risk (EaR) or Net Interest Margin (NIM) based on their views on
interest rate movements and fix a prudent level with the approval of the
Board/Management Committee. For working out EaR or NIM any of the current

models may be used.
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¢)]

h)

The classification of various components of assets and liabilities into different
time buckets for preparation of Gap reports (Liquidity and Interest Rate
Sensitivity) as indicated in Appendices | & Il is the benchmark. NBFCs which are
better equipped to reasonably estimate the behavioural pattern of various
components of assets and liabilities on the basis of past data / empirical studies
could classify them in the appropriate time buckets, subject to approval from the
ALCO / Board. A copy of the note approved by the ALCO / Board shall be sent to
the Regional Office of the Department of Supervision of RBI under whose
jurisdiction the registered office of the company is located. These notes may
contain 'what if scenario' analysis under various assumed condit;k and the

contingency plans to face various adverse developments. Q)fbo

The present framework does not capture the impa%@\sﬁagr@?ﬁre closure of
deposits and prepayment of loans and advances@ &'bqu(\igiiy and interest rate
risks profile of NBFCs. The magnitude of p{@QatO@é\\@ﬁ?drawal of deposits at
times of volatility in market interest ratQi@(\is(b@#Ui@\‘gubstantial. NBFCs shall,
therefore, evolve suitable mechanis@? s&&c{g& by empirical studies and
behavioural analysis to estimate tlléq(gté@Ab \viour of assets, liabilities and off-
balance sheet items to changfq;iﬁ}log‘@% iables and estimate the probabilities
of options. \Q}Q\(‘;\\o (b%@

A scientifically evolv db"n'n I{@??sfer pricing model by assigning values on the
basis of current nar e@?‘et@q(% funds provided and funds used is an important
component fq@f@@%/&ﬁ’r@b“?nentation of ALM System. The transfer price
mechanis@%a%@qﬁh %@}management of margin i.e. lending or credit spread,
the f@%g&é\{@ﬂ@%pread and mismatch spread. It also helps centralising
intgﬁssg@% q}@ %\gne place which facilitates effective control and management
of inié;é%(s\(‘é\t\%@isk. A well-defined transfer pricing system also provides a rational

framework:er pricing of assets and liabilities.
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Appendix |
Public disclosure on liquidity risk

(i) Funding Concentration based on significant counterparty (both deposits and

borrowings)

Sr Number of Amount % of Total % of Total
No. Significant (Rs. crore) deposits Liabilities

Counterparties

P
TN

\@
(i) Top 20 large deposits (amount in Rs. crore and % %ﬁl
(iii) Top 10 borrowings (amount in Rs. crore and %@06 \0 r(()]ngs
(iv) Funding Concentration based on &gmﬂcantqjétr@%\er@?oduct

Sr No. Name ofgi‘e O\<)5(mount % of Total

mstrume‘g\@p@%cac\ (Rs. crore) | Liabilities
X >
‘\OQ @6® Q\?\

(v) Stock Ratios: Q\ Q &

&
(a) Commercial Ker%fas Q% of total public funds, total liabilities and total

assets Q(b S \®
b) Non &&1\/@@% ;zl%(icigtures (original maturity of less than one year) a
% of@ 4' 0‘@nds total liabilities and total assets
g@gth@.r sbﬁ% @% liabilities, if any as a % of total public funds, total
|u31es g@% total assets
(v§ El\%ﬁ\alb@?up for liquidity risk management

<< 6(5@
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Maturity Profile - Liquidity

Appendix - Il

Heads of Accounts

Time-bucket category

A. Outflows

1. Capital funds

a) Equity capital, Non-redeemable or
perpetual preference capital, Reserves, Funds

In the 'over 5 years' time-bucket.

and Surplus O
Y
b) Preference capital - redeemable/ non- | As per the residual maturity@t‘\the shares.
perpetual @(b
2. Gifts, grants, donations and benefactions The 'over 5 ye@Q@ et. However, if
such gifts, gtants,\etc. tied to specific
end-use, e may be slotted in the
time-b ts\\ﬁs r purpose/ end-use
speCI( oY
QN
3. Notes, Bonds and Debentures \Q
a) Plain vanilla bonds/debentures N -—Ag Othe residual maturity of the
(\ q
b) Bonds/debentures with embeddect’)éall/ﬁ]‘t \ger the residual period for the earliest
options (including zero-coupon/d dligduntbexercise date for the embedded option.
bonds) < \\'O
c) Fixed rate notes o> . &QV ‘Ov As per the residual maturity
QT @
its: L 0
4. Deposits: ‘Q@ é@ /@ ‘
a) Public deposits N @’0 (‘& (\Q"[,b As per the residual maturity.
b) Inter Corpor@@ D 0 Q- These, being institutional/wholesale
&’Z} 60 C)O &'\ deposits, shall be slotted as per their
< residual maturity
RRNNI) ’b\ S
c) Coﬁﬁemﬁf) Pgﬁ’er@O As per the residual maturity

5. Borrowm@ \@0

a) Term mone)%orrowmgs

As per the residual maturity

b) From RBI, Govt. & others

-do-

c) Bank borrowings in the nature of WCDL,
CC etc

Over six months and up to one year

6) Current liabilities and provisions:

a) Sundry creditors

As per the due date or likely timing of cash
outflows. A behavioural analysis could also
be made to assess the trend of outflows and
the amounts slotted accordingly.
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Heads of Accounts

Time-bucket category

b) Expenses payable (other than interest)

As per the likely time of cash outflow.

c) Advance income received,
borrowers pending adjustment

receipts from

In the 'over 5 years' time-bucket as these do
not involve any cash outflow.

d) Interest payable on bonds/deposits

In respective time buckets as per the due
date of payment.

e) Provisions for NPAs

The amount of provision may be netted out
from the gross amount of the NPA portfolio
and the net amount of NPAs be shown as
an item under inflows in stipulated time-
buckets.

f) Provision for Investments portfolio

The amount may be netted fQQ’the gross
value of investments portf and the net
investments be show infow in the
prescribed tlme c $8 provisions are

not held sec Q-WQ& t ovision may be
shown on 5@( rs’ time bucket.
g) Other provisions To be l?&i er the purpose/nature
of the@’nd eflyin sactlon
\ \\
B. Inflows Q, Ow(b Q
1. Cash “@e |Q${O (\Qay time-bucket.
2. Remittance in transit s;\Q(\ Ogji-g@}-
— -
3. Balances with banks (in India onI;@QA/ \y
a) Current account Qﬁ\) 6\\0 rgf’ The stipulated minimum balance be shown
o % o in 6 months to 1 year bucket. The balance in
" Q > excess of the minimum balance be shown
R f,@‘ %O,. under Day 1-7 bucket.

b)

As per residual maturity.

4. InvestmentM@t &@g)rg@%nsj

a) Manda m@&méﬂ% As suitable to the NBFC
Non&é‘lanégog@l@ "1 day to 30/31 days (One month)" Over
{(\ (\ S one month and upto 2 months" and "Over
<<\ «Q two months and upto 3 months" buckets
6’0 depending upon the defeasance period

proposed by the NBFCs

c) Non Mandatory unlisted securities (e.g.
shares, etc.)

"Over 5 years"

d) Non-mandatory unlisted securities having a
fixed term maturity

As per residual maturity

e) Venture capital units

In the 'over 5 year' time bucket.

5. In case Trading book is followed

Equity shares, convertible preference shares,

(i) Shares classified "current”

as
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Heads of Accounts

Time-bucket category

non-redeemable/perpetual preference shares,
shares of subsidiaries/joint ventures and units
in open ended mutual funds and other
investments.

investments representing trading book of
the NBFC may be shown in time buckets of
"1 day 7 days, 8 days to 14 days , 15 days
to 30 days (One month)"Over one month
and upto 2 months" and "Over two months
and upto 3 months" buckets depending
upon the defeasance period proposed by
the NBFCs .

(i) Shares classified as "long term"
investments may be kept in over "5 years
time" bucket. However, the shares of the

assisted units/companies acquired as part
of the initial financing pack@é, may be

slotted in the relative tlme et keeping in
view the pace, project
|mplementat|on'o@e-o etc and the
resultant like 'ﬁﬁ” dlvestlng such
shares.
A\ Cas
6. Advances (performing) nQ X\Q ,\O(\

a) Bill of Exchange and promissory notes
discounted and rediscounted

7 t@.res@al usance of the underlying
o O

b) Term loans (rupee loans only) (bg ;ﬁ@oa@@\mﬂows on account of the interest
(\\Q ¢ d\g@hmpal of the loan may be slotted in
;QO ng re@ctive time buckets as per the timing of
) @0 Y @Te cash flows as stipulated in the
Q\& Q ®a>originallrevised repayment schedule.
\)
c) Corporate loans/short terrr]_o 0 Q)(b As per the residual maturity
3 <\\
0
7. Non-perf :51?1 é O7 loans

(May be shown netAf
suspense held)

gﬁrowsmna/‘bnterest

a) Sub- standg}@o ((\Q ,\Q"
i) All ov Q%l%ents of principal [ In the 3 to 5 year time-bucket.
fallmggh‘e g(qﬁhg E}@n ree years

i) Entwe@mg@al@mount due beyond the
next three rs \,@

In the over 5 years time-bucket

b) Doubtful and loss

i) All instalments of principal falling due during
the next five years as also all overdues

In the over 5 year time-bucket

i) Entire principal amount due beyond the
next five years

In the over 5 year time-bucket

8. Assets on lease

Cash flows from the lease transaction may
be slotted in respective time buckets as per

the timing of the cash flow.
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Heads of Accounts

Time-bucket category

9. Fixed assets (excluding leased assets)

In the 'over 5 year' time-bucket.

10. Other assets

(@) Intangible assets and items not

representing cash inflows.

In the 'over 5 year' time-bucket.

(b)Other items (such as accrued income,
other receivables, staff loans, etc.)

In respective maturity buckets as per the
timing of the cash flows.

C. Contingent liabilities

(a) Letters of credit/guarantees
through devolvement)

(outflow

Based on the past trend analysis of the
devolvements vis-a-vis the outstanding
amount of guarantees (net of ins held),
the likely devolvements sh e estimated
and this amount coul distributed in
various time buc@ts gmental basis.

The assets c T%Q) devolvements
may be sh er‘fespective maturity

n
buckets 0@\ e&)és'k%,of probable recovery
dates.nQQ) K\Q RS

~

b) Loan commitments pending disbursal
outflow)

o O oV
r eef\@é time buckets as per the

S
In_the
(@c&oﬁ%&@bumement schedule.

(
(
(

c) Lines of credit committed to/by othq;o-'
g

v \‘\
erxi8ance of the bills to be received

Institutions (outflow/inflow) Q

A%
éﬁj@?ﬁe lines of credit.

P\

S
Note: @ 7

o N
Any event-specific cash ﬂow§<@e
expenses, income tax

to timing of such cashd] v@ e

O
.%£u)§§W due to wage settlement arrears, capital

@‘0

Q.

¢ 0
§fgn\dé\<&c\bg%all be shown in a time bucket corresponding

2
a. All overdugﬁt«a\@@e%\t&)é %’&Nn in the 1 to 7 days and 8-14 days days time
bucke’@basg@o&{@(@r@\(i ural estimates
b. Ove@@e&&e'@ﬁbl%&on account of interest and instalments of standard loans/

XN 27N 0
hi(@bu@&s@&s / leased rentals shall be slotted as below:
O KN (\88

(i)

L \\ LS A
Ovﬁr@xﬁ‘?@(@ss than one month.

In the 3 to 6 month bucket.

(i)
but less than seven months (i.e. before
relative amount becomes past due for
months)

Interest Q;\(/}erdue for more than one month

In the 6 to 12 month bucket without
reckoning the grace period of one
month.

the
SiX

(iii)

but less than one year

Principal instalments overdue for 7 months

In 1 to 3 year bucket.
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Interest Rate Sensitivity

Appendix Il

Heads of accounts

Rate sensitivity of time bucket

LIABILITIES

1. Capital, Reserves & Surplus

Non-sensitive

2. Gifts, grants & benefactions

-do- A

3. Notes, bonds & debentures:

=

a) Floating rate

Sensitive; reprice o the QDQI‘T over/repricing

b) Fixed rate (plain vanilla) including zero
coupons

date, shall be slo tte e time buckets
as per the reprici @
ﬁty To be placed in

Sensitive; re@ \6%’1;
respective CK_ as per the residual

maturlt¥\ c@m ments.

c) Instruments with embedded options

Se{g&w ‘&)u’rsﬁ)eprlce on the exercise date of

.§9 %@o rtlcularly in rising interest rate

N be placed in respective time
X N b@:ketgb\és per the next exercise date.
. (@)
4. Deposits Q‘)‘&Q) o / (OAQ‘
: . O 5
a) Deposits/Borrowings . g,g ‘ocs,\\ %(“>
i) Fixed rate @6 Q‘\K \& | Sensitive; could reprice on maturity or in case of
‘%Q @\ %Q(b premature withdrawal being permitted, after the
&\\\ é\ 70 lock-in period, if any, stipulated for such
, & N Q"[, withdrawal. To be slotted in respective time
o %) (0(\ Vv buckets as per residual maturity or as per
D & ((\Q ,\%~ residual lock-in period, as the case may be. The
&(b 6\0 C)O @g prematurely withdrawable deposits with no lock-
&Q QS (& 60 in period or past such lock-in period, shall be
@ \Q\\Q (\(,\ r\(}' slotted in the earliest /shortest time bucket.
AR
Floatlng r@t@ @6 Sensitive; reprice on the contractual roll-over
Q’}\- date. To be slotted in the respective time-
buckets as per the next repricing date.
b) ICDs Sensitive; reprice on maturity. To be slotted as

per the residual maturity in the respective time
buckets.

5. Borrowings:

a) Term-money borrowing

Sensitive; reprices on maturity. To be placed as
per residual maturity in the relative time bucket.

b) Borrowings from others
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Heads of accounts

Rate sensitivity of time bucket

i) Fixed rate

Sensitive; reprice on maturity. To be placed as
per residual maturity in the relative time bucket.

ii) Floating rate

Sensitive; reprice on the roll-over/ repricing
date. To be placed as per residual period to the
repricing date in the relative time bucket.

6. Current liabilities & provisions

Sundry creditors

Expenses payable

Swap adjustment a/c.

Advance income received/receipts
from borrowers pending
adjustment

Interest payable on bonds/deposits
Provisions

apow

o0

Non-sensitive
Q@
N
@
be Jo)
09 c'\q/

— N N N N S N N

O

7. Repos/ bills rediscounted/forex swaps
(Sell / Buy)

Sensitive; repr@g ompm tuqty To be placed as
per the re&d@@r n@ﬁrlté@f?respectlve buckets.

. @‘( O~

ASSETS: {\\K alrO ‘5‘6
1. Cash ZOZ,Q)@% ) e.{\\
2. Remittance in transit n-sa&fsitive)

D s
3. Balances with banks in India é\o Q" S

. /]
a) In current a/c. Q\&Q O(‘\ N@‘gensmve
b) In deposit accounts, Moneyat ¢ %z%ensmve, reprices on maturity. To be placed as
short notice and other placeéén/k%@ o | per residual maturity in respective time-buckets.
\

4. Investments

a) Fixed income s'éc

securities, zero rﬁ‘ b§§ onds

debentures, ula‘&béc&q\-@mulatlve
redeemabl% %@1(@ arQs etc

Q&

S\\Qc}’bc}o
\6\@6
2 59

é

Sensitive on maturity. To be slotted as per
residual maturity.

However, the bonds/ debentures valued by
applying NPA norms due to non-servicing of
interest, shall be shown, net of provisions made,
in:

3-5 year bucket - if sub-standard norms
applied.
Over 5-year bucket - if doubtful norms
applied.

b) Floating rate securities

Sensitive; re-price on the next repricing date. To
be slotted as per residual time to the repricing
date.

c) Equity shares, convertible preference
shares, shares of subsidiaries/joint

Non-sensitive.

ventures, venture capital units.
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Heads of accounts

Rate sensitivity of time bucket

5. Advances (performing)

a) Bills of exchange, promissory notes
discounted & rediscounted

Sensitive on maturity. To be slotted as per the
residual usance of the underlying bills.

b) Term loans/corporate loans / Short
Term Loans (rupee loans only)

i) Fixed Rate

Sensitive on cash flow/ maturity.

ii) Floating Rate

Sensitive only when PLR or risk premium is
changed by the NBFCs.

The amount of term loans shall be slotted in
time buckets which corre the time

spon
taken by NBFCs to effect changes in their PLR
in response to market intere tes.

6. Non-performing loans

(net of provisions, interest suspense and
claims received from ECGC)

U (

o\‘
e
,(?Q s\\ r\\O

a. Sub-standard
b. Doubtful and Loss

%&edoxég’ indicated at item B.7
of nge@&

AQ’ \\O

7. Assets on lease ) O{\ Qéa%y ows on lease assets are sensitive to
C}' in interest rates. The leased asset
‘KQ /| cas| lows be slotted in the time-buckets as per
Q\ X\OQ @nng of the cash flows.
8. Fixed assets excludlr)gy\aSQ@? 6%? Non-sensitive.
lease) Q
9. Other assets &{\\6 é@ /(on(b

a) Intangible as$et V\o\n%(\\\l‘ter& not
representing cgﬁ &Q Q-

Non-sensitive.

Otherk‘@ a&xue@jncome other
receiv

Non-sensitive.

10. Rev@ % DSwaps (Buy /Sell)

and Bills re oun d (DUPN)

Sensitive on maturity. To be slotted as per
residual maturity.

(2
11. Other (inter@st rate) products

a) Interest rate swaps

Sensitive; to be slotted as per residual maturity
in respective time buckets.

b) Other Derivatives

To be classified suitably as per the residual

maturity in respective time buckets
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Annex Il

Guidelines on Liquidity Coverage Ratio (LCR)
1) Applicability

In addition to the guidelines laid down in Annex Il of these guidelines, all non-deposit
taking systemically important NBFCs with asset size of 5,000 crore and above
(except Core Investment Companies, Type | NBFC-NDs?®, Non-Operating Financial
Holding Companies and Standalone Primary Dealers) and all deposit tak(gg NBFCs
irrespective of the asset size shall adhere to the following guidelines V\(i\qh@computlng
the Liquidity Coverage Ratio. Q)(b

odr{,b

«&@ c\'z’ o
A) In these Directions, unless the context otherw@é req\ﬂ\r%Qot e terms herein shall

2) Definitions

bear the meanings assigned to them below Q\

‘Q \
i. “High Quality Liquid Assets (HQLA)” nsdﬁupgﬁssets that can be readily sold or

immediately converted into cash at\hﬁ\gzg; n%dg?ss of value or used as collateral to

0
obtain funds in a range of stress\&e%a( oSy,
"o
ii. Liquidity Coverage Rat;gj%C@ |Ségbresented by the following ratio:

Stock aﬁ@zgk@:trﬁé{r Liquid Assets (HQLAs)
Total Net C(\\hg@tflg évar the next 30 calendar days

ii “Unencur;g@erg\dzg\ m&%suf?@e of legal, regulatory, contractual or other restrictions
on the a@@y h%ﬁBR@‘Z{o liquidate, sell, transfer, or assign the asset.

B) All ot"ré\@@re@%ns unless defined herein shall have the same meaning as have
been as&gne@&o them under the Reserve Bank of India Act, 1934 or any statutory
modification or re-enactment thereto or as used in commercial parlance, as the case

may be.

% Type | NBFC-ND as defined in RBI press release dated June 17, 2016.
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3) General Guidelines
A) An NBFC shall maintain an adequate level of unencumbered HQLA that can be

converted into cash to meet its liquidity needs for a 30 calendar-day time horizon

under a significantly severe liquidity stress scenario, as specified in these guidelines.

B) LCR shall be maintained as at C) below on an ongoing basis to help monitor and

control liquidity risk.

C) (i) The LCR requirement shall be binding on all non-deposit taking systemically
important NBFCs with asset size of 210,000 crore and above and all deposit taking
NBFCs irrespective of the asset size from December 1, 2020, with the m\fq@num LCR
to be 50%, progressively increasing, till it reaches the required %@ of 100%, by

December 1, 2024, as per the timeline given below: fbob OQ/ ({/b
D28 P
N &
From December December 1, Decembquf ,\\ﬁ\ec,&@%er 1, December 1,
1, 2020 2021 2 Q J®Q023 2024
RSO
Minimum | 50% 60% 70% @Q)‘boggs% 100%
LCR ~¢fb 6@ \‘b\\
) ny RPN~ .
(ii) Further, Non-deposit taking N%Eﬁ)s/ﬁthq& t size of ¥5,000 crore and above but

less than ¥10,000 crore shgﬂ‘)\&qlggs\ ain the required level of LCR starting
{3
December 1, 2020, as per dhe timpeline.given below:
p (b&')% @8\@829

N\
& \Q}QC:)O(O
&b\Q\ c.}' /
From Decepl e@fz> Qsecjﬁgart December 1, | December 1, December 1,
20205, 4N 1 2022 2023 2024
RN N ,\Cb”
Minimun\g@ﬂ%\o QO Q}SO% 60% 85% 100%
LCR & @ .2 O
~N - \*4 \U)

.<<C\" S O

D) The L <g{(‘s{zﬁ@)bcontinue to be minimum 100% (i.e., the stock of HQLA shall at
least equal to@ net cash outflows) on an ongoing basis with effect from December
1, 2024, i.e., at the end of the phase-in period.

Provided that NBFCs shall have the option to use their stock of HQLA, thereby

allowing LCR to fall below 100% during a period of financial stress.

Provided further that NBFCs shall immediately report to RBI (Department of

Regulation and Department of Supervision) such use of stock of HQLA during a
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period of financial stress along with reasons for such usage and corrective steps

initiated to rectify the situation.

E) The stress scenario for LCR intends to cover a combined idiosyncratic and

market-wide shock that would result in:

i.  run-off of a proportion of deposits (in case of deposit taking NBFCs);
ii. a partial loss of unsecured wholesale funding capacity;

iii. a partial loss of secured, short-term financing with certain collateral and
counterparties; ) (9

iv.  additional contractual outflows that would arise from a @ngrade in the
NBFC'’s credit rating, including collateral postlng{\équw efgs

v. increases in market volatilities that mpa{ngth&ualft‘y of collateral or
potential future exposure of derivative Q%sg{féﬁs\@% thus require larger
collateral haircuts or additional collaéeél *Q;?@&lo other liquidity needs;

vi.  unscheduled draws on comr\r&\l@d bidt u@@sed credit and liquidity facilities
that the NBFC has prowdq@to &?cll@ts and,
0

vii. the potential need@ér gﬁe (g@FC to buy back debt or honour non-

contractual obllgﬁgg@% tiQe interest of mitigating reputational risk.
4) High Quality Ll,%@ Aggbts%O(b
A) Liquid assets z'or%m}s @m@ quality assets that can be readily sold or used as
collateral tgzﬁobé\éﬁ (Qﬂds@m a range of stress scenarios. They shall be
unencur@re@bAsggflsQ,?e considered to be high quality liquid assets if they can be
easﬂy@ gﬁ]m@% eggl-y converted into cash at little or no loss of value. The liquidity
of an asset'(tﬁp.@s on the underlying stress scenario, the volume to be monetized
and the tlmemee considered. Nevertheless, there are certain assets that are more
likely to generate funds without incurring large discounts due to fire-sales even in

times of stress.

B) The fundamental characteristics of HQLAs include low credit and market risk;
ease and certainty of valuation; low correlation with risky assets and listing on a
developed and recognized exchange market. The market related characteristics of

HQLAs include active and sizeable market; presence of committed market makers;
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low market concentration and flight to quality (tendencies to move into these types of

assets in a systemic crisis).

C) Assets to be included in the computation of HQLAs are those that the NBFC is
holding on the first day of the stress period. Such assets shall be valued at an
amount no greater than their current market value for the purpose of computing the
LCR. Depending upon the nature of assets, they have been assigned different
haircuts below, which are to be applied while calculating the HQLA for the purpose of

calculation of LCR. The assets and the haircuts are as under:

(I) Assets to be included as HQLA without any haircut \,‘:\(9
N
i. Cash?’ @(b
S 4>
ii. Government securities éo

iii. Marketable securities issued or guaranteed byf sgv@gns satisfying all the

following conditions: (\ \1: \KQ
o
(a) Assigned a 0% risk weight by bq,gas &rzder g‘%ndardlzed approach for credit
risk; @K &Q}

(b) Traded in large, deep anQéctlv,e?‘ r cash markets characterised by a low
level of concentration; aq@prc@enng%ord as a reliable source of liquidity in the

markets (repo or sa&b@v&g&%u&ggystressed market conditions.
>

(c) Not |ssued(%/ %%aru((?(t[;nﬁnmal institution/ NBFC or any of its affiliated
entities. (1/

(1 Asset%@\%gefbo&g@e(é}i for HQLA with a minimum haircut of 15%

I Ma@ét s(@urt(ég representing claims on or claims guaranteed by sovereigns,
Pubhc@g@@r@hhhes (PSEs) or multilateral development banks that are assigned
a 20% rlsb%velght by banks under standardised approach for credit risk and
provided that they are not issued by a bank/financial institution/NBFC or any of its
affiliated entities.

ii. Corporate bonds, not issued by a bank/financial institution/NBFC or any of its
affiliated entities, which have been rated AA- or above by an eligible credit rating

agency.

27 Cash would mean cash on hand and demand deposits with Scheduled Commercial Banks.
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Commercial Papers not issued by a bank/ PD/ financial institution or any of its
affiliated entities, which have a short-term rating equivalent to the long-term rating

of AA- or above by an eligible credit rating agency.

(II1) Assets to be considered for HQLA with a minimum haircut of 50%

Marketable securities representing claims on or claims guaranteed by sovereigns
having risk weights higher than 20% but not higher than 50%, i.e., they should

have a credit rating not lower than BBB-as prescribed for banks in India.

ii. Common Equity Shares which satisfy all of the following conditions:

D
(@) not issued by a bank/ financial institution/NBFC or any Q@.\{Rs affiliated
e O
entities; @’b
6 ’

N\
(b) included in NSE CNX Nifty index and/or S&P Bg@%@\\z@e ex.

iii. Corporate debt securities (including commercial p@gér@d(\bbe securities having

Q7 & .
usual fundamental and market related charac@%tigs\forc‘ﬁ%LAs and meeting the
<9
following conditions: Q)Qf\ ‘b& Q\‘
(@) notissued by a bank, financial(biggi&@%% , NBFC or any of its affiliated

entities; O(\\QQ)%Q} &(b
(b) have a long-term credit @'ﬁ\ng/%n@@i eligible credit rating agency between
S
A+ and BBB- or m@%@%@ of a long-term rating, a short-term rating
. , Q. O .
equivalent in qu the IGHg-term ratin ;
q quaBly ta@ie g g

tdd'l§,d ti h kets ch terised b
(c) traded in ar\% \ge %Q@ac ive repo or cash markets characterised by a

low Ievel@:@@%n&réﬁ&q{}%nd
/
(d) hav%@prg&n @%&9}3 a reliable source of liquidity in the markets (repo or

éé\fér(@m%q stressed market conditions, i.e. a maximum decline of

S\%\roige@ng&%&&ding 20% or increase in haircut over a 30-day period not
‘é\xc\é@glrgozo percentage points during a relevant period of significant

lig ig‘r&q’stress.

D) For the purpose of computing LCR for deposit taking NBFCs, such
unencumbered approved securities held as per the provisions of section 45 IB
of RBI Act, would be reckoned as HQLA only to the extent of 80% of the
required holding.

E) All assets in the stock of liquid assets must be managed as part of that pool by

the NBFC and shall be subject to the following operational requirements:
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(i) must be available at all times to be converted into cash;

(i) shall be unencumbered;

(iiif) shall not be co-mingled/ used as hedges on trading position; designated as
collateral or credit enhancement in structured transactions or designated to
cover operational costs;

(iv) shall be managed with sole intent for use as a source of contingent funds;
and,

(v) shall be under the control of specific function/s charged with managing

liquidity risk of the bank, e.g. ALCO.
O

-
F) NBFCs should periodically monetize a proportion of assets(tb \ugh repo or
outright sale to test the saleability of these assets andito rgﬁ?mti)ze the risk of
O O
negative signalling during period of stress. NBFCs a&e‘%ls@»@;}led to maintain

liquid assets consistent with distribution of their Ii&@ﬁi%@%e@@by currency.

G) If an eligible liquid asset becomes ineligtble&t ’Q@e to downgrade), NBFCs
(o

will be allowed to keep the asset in theg@?o&@fé@id assets for an additional 30

N
calendar days in order to have s%\fﬁge%@\hn\g@to adjust the stock / replace the

asset. &O Qg’ng
.&@ / 6

5) Total net cash outflows” <& &

) Total net cash ou g\gs S Q)r(}

o~ . \KQ
A) Total net cash o@is ﬁned as the total expected cash outflows minus
total expected a@@?igk?ws/f r the subsequent 30 calendar days. Considering the
unique nat{{ré‘g\& % Ia‘&e sheet of the NBFCs, stressed cash flows is
computgﬁy \Qs\Sin)ifﬁg&é%Fedeﬁned stress percentage to the overall cash inflows
an {&Q\B@ C&J}@ow&‘oefotal expected cash outflows (stressed outflows) are
calcu\@gd,@ m@ﬁ’plying the outstanding balances of various categories or types
of liabilfties off-balance sheet commitments by 115% (15% being the rate at
which they are expected to run off further or be drawn down). Total expected
cash inflows (stressed inflows) are calculated by multiplying the outstanding
balances of various categories of contractual receivables by 75% (25% being the
rate at which they are expected to under-flow). However, total cash inflows will be
subjected to an aggregate cap of 75% of total expected cash outflows. In other
words, total net cash outflows over the next 30 days = Stressed Outflows - Min

(stressed inflows; 75% of stressed outflows).
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Items of Cash Inflows

Items of Cash Outflows

. Maturing secured lending
transactions backed by HQLA

. Margin Lending backed by all
other collateral

. All other assets

. Lines of credit — Credit or liquidity
facilities or other contingent
funding facilities that the NBFC
holds at other institutions for its
own purpose

. Other inflows by counterparty
Net derivatives cash inflows

. Other contractual cash inflows
(please specify as footnotes)

a. Deposits

b. Unsecured wholesale Funding
c. Secured Funding

d. Additional requirements

[G)+ i)+ (i )+ (iv)+(v) +(vi)+(vil)+(viii)]:

(i) Net derivative cash outflows
(i) Liquidity needs (e.g. collat%al calls)
related to financing éﬁaﬁsactions,
2
8ther &ntracts where
A
‘downgrade %@Q Q(lfp to and
Qs b
including Q}%’—n@@h&awngrade
VAN
(iii) Qng@\ valuation changes on
N & .
d %t;gé Q\transactlons (largest
;gb&zglutgoﬁt 30-day collateral flows

derivatives and

¢
2
(\\Q @%%I@% during the preceding 24
;QO Qg’)
’&Q’O , s@ghths) based on look back approach
KQ\ ;\\OQ @@Q (iv) Increased liquidity needs related to
6\'6‘ ®0 Y the potential for valuation changes in
& \Qﬁ %O collateral securing derivatives
/’\\Q Q;o(&/ Qq(’b (v) Increased liquidity needs related to
$(\ \s(@ @Q‘?’ Q)fl’ excess non-segregated collateral held
\Q&Q’ 6\0 QO 6&\ that could contractually be called at
@A\\' \5\0@(\(’)\’& c}do any time by the counterparty
\6:( \(\‘?’ on (vi) Increased liquidity needs related to
6(;}\ contractually required collateral on

transactions for which the counterparty

has not yet demanded the collateral be

posted

(vii) Increased liquidity needs related to
transactions that

substitution to non-HQLA

derivative allow
collateral

assets
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Items of Cash Inflows Items of Cash Outflows

(viii) Currently undrawn committed
credit and liquidity facilities

(e) Other contingent funding liabilities
(f) Any other contractual outflows not

captured elsewhere in the template

Computation of Net cash outflows

S No. | Net Cash outflows over the 30 Amount
days period .‘(@
X8
A | Total Cash Outflows >
> &
Stressed Cash Outflows > @O Q({/b
(A*115%) LNV
> O &
@ o)
C | Total Cash Inflows SN0
& & &
D | Stressed Cash Inflows (C*75%) 2| o0 "
A N
E Total net cash outflows ovg@?he\AQ' Q;\.\O
next 30 days = Stressegio(\ ®6® C&
Outflows (B) - Minimupirof &~ , &P
(Stressed Inflows Qﬁ’?@% of,
Stressed Outflows(B))O A‘b@

& o Q7
B) NBFCs will not b n@‘t&egs@ double count items, i.e., if an asset is included
as part of the s@@k %fghQ/EAQ (i.e., the numerator), the associated cash inflows
cannot also be C@?e@\b%&h inflows (i.e., part of the denominator). Where

Qo &
there is %é&nl*@ tt@@ a@item could be counted in multiple outflow categories

QO e

(e.g:@m@t\te(chnq idity facilities granted to cover debt maturing within the 30
Nl . o)

c ®dQ@@ﬁbd), an NBFC only has to assume up to the maximum

: >
contréqt%’@ Q\@ow for that product.
o

6) LCR Disclosure Standards

A) NBFCs are required to disclose information on their LCR every quarter.
Further, NBFCs in their annual financial statements under Notes to Accounts,
starting with the financial year ending March 31, 2021, shall disclose information
on LCR for all the four quarters of the relevant financial year. The disclosure

format is given in the Appendix I.
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B) Data must be presented as simple averages of monthly observations over the
previous quarter (i.e., the average is calculated over a period of 90 days).
However, with effect from the financial year ending March 31, 2022, the simple

average shall be calculated on daily observations.

C) In addition to the disclosures required by the format given in Appendix I,
NBFCs should provide sufficient qualitative discussion (in their annual financial
statements under Notes to Accounts) around the LCR to facilitate understanding
of the results and data provided. For example, where significant to the LCR,
NBFCs could discuss: (a) the main drivers of their LCR results and"t(l'\@evolution
of the contribution of inputs to the LCR’s calculation over time;{b@'} intra-period
changes as well as changes over time; (c) the con@osit,{qg?,%f HQLAs; (d)
concentration of funding sources; (e) derivative expo&t@gs‘\a}uod(-@ryential collateral
calls; (f) currency mismatch in the LCR; (g) othe&)’fﬁ%&@%&@utﬂows in the LCR
calculation that are not captured in the LC@%o@ﬂogoxFemplate but which the
institution considers to be relevant for n%@él\%tfg@%

22 S
a2 \9 Appendix |
LCR Disclosure Template RN
. \&Q)" /- G\C Total Total
KQ ;&\Q 2| Unweighted? Weighted?®
(X in Crore) X&' O Q)‘?) Value (average) | Value (average)

High Quality Liquid Assets” <° &

1| "Total High Quality Liquid-Assets
o)

(HQLA) <7 o2

Cash Outflows ~ < &) OV

2 Deposits{fordépasit’ takirg
R R S

Unsecured wheleséle funding

3
4 | Securéd whblesale funding
5 | Additional re§uirements, of which

(i) | Outflows related to derivative
exposu@ffé and other collateral
requirements

(i) | Outflows related to loss of funding on
debt products

(iii) | Credit and liquidity facilities

6 Other contractual funding obligations
7 Other contingent funding obligations

2 Unweighted values must be calculated as outstanding balances maturing or callable within 30 days (for inflows and outflows).
2Weighted values must be calculated after the application of respective haircuts (for HQLA) and stress factors on inflow and
outflow.
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8 TOTAL CASH OUTFLOWS

9 Secured lending

10 | Inflows from fully performing
exposures

11 | Other cash inflows

12 | TOTAL CASH INFLOWS

Total Adjusted
Value

13 | TOTAL HQLA
14 | TOTAL NET CASH OUTFLOWS
15 | LIQUIDITY COVERAGE RATIO (%)

O

“Components of HQLA need to be disclosed %)
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Annex IlIA

Reporting format for NBFCs declaring dividend

Details of dividend declared during the financial year

Name of the NBFC —

Accounting Net profit for the Rate of Amount of Dividend Pay
period * accounting period dividend dividend ~Lout ratio
(T crore) (per cent) (T crore) Q{b(\ (per cent)
o <
5% \‘\*Oq,({’b
O
\Q?. OK .o.c}
N e
S OO
@QQ @Q)(bé\\o
L
5
O 0%
* quarter or half year or year ended -QQ asthe (Qse may be
N\ O
Q. oQ <
N~
é@ Q)C)
>
&‘0 (09 / ({/b
‘@ S D
& ((\Q Q-
> Q& -3 N
SR
&Q AQQ’ ’& 60
@ O O~
< x0
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Schedule to the Balance Sheet of a NBFC

(X in lakh)
Particulars
Liabilities side Amount | Amount
outstanding| overdue
(1) |[Loans and advances availed by the non-
banking financial company inclusive of interest
accrued thereon but not paid :
(a) |[Debentures : Secured
: Unsecured
(other than falling within the \l‘\\
meaning of public deposits*) QD
(b) |Deferred Credits R Q"
(c) |Term Loans AQ\) S A9
% V\p_&_
AN )

()

Inter-corporate loans and borrowing

Vi

(e) |Commercial Paper &‘0 e}\{ s .
(f) |Public Deposits* N O

(g) |Other Loans (specify nature) \Q‘Ot ) .O\’ .0'0\'

* Please see Note 1 below o N

(2)

but not paid) :

Break-up of (1)(f) above (Outstandan‘ﬁJub@U
deposits inclusive of interest acggbd tﬂ@eor\o

}\V

(a) [In the form of Unsecured @@en@f@s

In the form of partly s @'ed débe
debentures where |i\a shor@l in the
value of securlty

(b)

(c) |Other public q@»\)s@(') Q.,(O

~

* Please see‘tdé@ ?E(é&gw\g -

X ,As}fe,ts@‘%e

Amount outstanding

Bre ?n vances including
bl||S %@Iesjg es n those included in
(4) Belo

(a) S@Jregt‘\Q ko_)».

(b}Unsegiired ¢~

(4 Qﬁe

A0

€ % of(beased Assets and stock on hire
a h sets counting towards asset
finan activities

>@ase assets including lease rentals under
*JSundry debtors :

.

€>(‘> (a) |Financial lease

(b) |Operating lease

(ii)

Stock on hire including hire charges under
sundry debtors :

(a) |Assets on hire

(b) |Repossessed Assets

(iif)

Other loans counting towards asset financing
activities

Loans where assets have been

(a
repossessed

~

(b)

Loans other than (a) above
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)

Break-up of Investments

Current Investments

1. |Quoted

(i) |Shares

(a) Equity

(b) Preference

Debentures and Bonds

(ii

=

Units of mutual funds

(iif)

(iv)|Government Securities

(v) |Others (please specify)

~

Unquoted

(i) |Shares

(a) Equity

(b) Preference

Debentures and Bonds

(i

=

Units of mutual funds

(iif)

Government Securities

(iv)

(v) |Others (please specify)

~

Long Term investments

1. |Quoted

(i) |Share

(a) Equity

(b) Preference

Debentures and Bonds

(i

=

(iii) [Units of mutual funds O

(iv)

Government Securig@\ A@(o

Others (please sp@&) ,\<~‘

(v

~

Unquoted

> Q& PO

(i) |Shares O‘Kv (“‘\\UAQ)

(a) Equity . <@~ ¥

Qs

Wefpﬁ‘e}l‘ce;jb\v

(ii) en,tx@% ar@onds

(TYUnitsgdT mutdal fumds

iv)|Governsient Settrities

\(\ ( 6tt}@& plédse specify)

(
i O <

a

> O

Pl see Note 2 below

’Bﬁl@u‘é'r %fop-wise classification of assets financed as in (3) and (4)
AN

I
X
>(b Category

Amount net of provisions

Secured

Unsecured

Total

1. |Related Parties **

(a) |Subsidiaries

(b) |Companies in the same group

(c) |Other related parties

~

Other than related parties

Total

(7)

Please see note 3 below

Investor group-wise classification of all investments (current and long
term) in shares and securities (both quoted and unquoted) :
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Market
Value/ |Book Value
Category Break up or| (Net of
fair value or|Provisions)
NAV
1. |Related Parties **
(a) |Subsidiaries
(b) |Companies in the same group
(c) |Other related parties
2. |Other than related parties
Total

** As per Accounting Standard of ICAI (Please see Note 3)

(8) |Other information

Particulars Amount

(i) |Gross Non-Performing Assets e
(a) [Related parties (QJ:\‘
(b) |Other than related parties Q.,(b‘

(ii) INet Non-Performing Assets Ab AQ'VAO)
(a) [Related parties ’b\ \%V ,\QV
(b) |Other than related parties \\(b

(iii)|Assets acquired in satisfaction of debt AQO \(\

. N \"’

Notes: “Q}e (-5\ \-

1. |As defined in point xxvii of paragraph 3 ofgtrapteRkH oj&ége Directions.

2. |Provisioning norms shall be applicablqg@ﬁ@fﬁﬁed@ﬁese Directions.

3. |All notified Accounting Standards(yd anc o}es issued by ICAI are
applicable including for valuati &tr\ and other assets as also
assets acquired in satlsfactloanf de owgver, market value in respect of
quoted investments and br u% |r e / NAV in respect of unquoted
investments shall be discleséd irres e of whether they are classified as
long term (amortised n cas f Ind AS) or current (at fair value in the
case of Ind AS) in (5)\aboveD G,Q)

N\ N 4
\@ &QO Q)o
Q\ \@
O
© c.)
"o
LAy P
/ Q (19

Q \(\Q 0

PP NIESE

S 6\0 P &
X TN 0
N 0 X0
» O
O OO
Lo
A\
< @
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Annex V

Data on Pledged Securities

Name of the
NBFC Lender
PAN
Date of
Reporting
Share holding
Information Q
Name of No of Type of the Name of | PAN \‘S\
the ISIN Shares held Borrower the N
Company against |(Promoter/Non Borrower|B r
loans Promoter) o oenn
é«o ‘ (]V,QV
PN (\é\(‘} GE
K&
Q& P
S X Q
Q& o0
Q7 D7 Q
Q)"a AQ’ \O
N R
)R\
o
& & Q@
\\ /7 e}
Q' S P
SN
\@ (@) Q)
003 Q\ \&
& ,06 / ’l(/b
/ Q\\ Q
Q ‘QQ) Q’O Vv
NI
> &> D
SRR O
RSP
P P
NS) QQ @)
((\ Q> @)
AR 6
< N
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Annex VI

Guidelines for Licensing of New Banks in the Private Sector
Definitions
I. Promoter
Promoter means, the person who together with his relatives (as defined in section 6
of the Companies Act, 1956), by virtue of his ownership of voting equity shares, is in

effective control of the NOFHC, and includes, wherever applicable, all entities which

form part of the Promoter Group. \{59
Il. Promoter Group Q)@Q
"Promoter Group" includes: O &y
. > O ¥
(i) the promoter; 6 \ Vv
(ii) relatives of the promoter as defined in Section 6@%0@%&1@@3 Act 1956; and

(iii) in case promoter is a body corporate: \1: KQ

(A) a subsidiary or holding company of such@bd@@or&q%te

(B) any body corporate in which the Q(ém& r ngl%s ten per cent or more of the
equity share capital or which holds@ Qg_ﬁ%e%@s)r more of the equity share capital of
the promoter; \&Q’ Q/ @6
(C) any body corporate in v@\sh q’f@r@of individuals or companies or combinations
thereof which hold twe@@pe@\cer&%r more of the equity share capital in that body
corporate also ho
promoter; /,éé 4 (\ﬁ (1/

(D) Joint ver;g&\'e{(%\dqﬂge&% terms of AS 23) with the promoter;
(E) Assc.@@t é@s %le’ne@@h terms of AS 27) of the promoter;

(F) Re tgt{&p ,gaqa@@efmed in terms of AS 18) of the promoter; and
(iv) in casth% oter is an individual:

(A) any body%orporate in which ten per cent or more of the equity share capital is

ej&y p%? (%ent or more of the equity share capital of the

held by the promoter or a relative of the promoter or a firm or Hindu Undivided
Family in which the promoter or any one or more of his immediate relative is a
member;

(B) any body corporate in which a body corporate as provided in (A) above holds ten

per cent or more, of the equity share capital;
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(C) any Hindu Undivided Family or firm in which the aggregate shareholding of the
promoter and his immediate relatives is equal to or more than ten per cent of the
total; and

(v) all persons whose shareholding is aggregated for the purpose of disclosing in the
prospectus under the heading "shareholding of the promoter group”;

(vi) Entities sharing a common brand name with entities discussed in A, B, C,D E, F
where the promoter is a body corporate and A, B, C where the promoter is an
individual;

Provided that a financial institution, scheduled bank, foreign institutional investor or
mutual fund shall not be deemed to be promoter group merely by wrtu@%f the fact
that ten per cent or more of the equity share capital of the promo@bfs\ held by such

institution. %OQ o)
Q,Q \\Q\\O
(\ \l~ Q
5z S Q\
‘0 % (\
P 2 P
AN é N
P Q\\r
C‘)Q (%)
’KQ / 6Q~
Q\‘OQ <
N~
0 &
O X9 )
&‘Q ,b"o / (ib
/ (\\\(19
S Lo
N &R
S P s
N
D ® P
&L LS 0
N\ .\(\rb O
<@

136



Annex VII

Projects under implementation

1.1 For all projects financed by the NBFCs, the 'Date of Completion' and the
'‘Date of Commencement of Commercial Operations' (DCCO), of the project
shall be clearly spelt out at the time of financial closure of the project and the
same shall be formally documented. These shall also be documented in the
appraisal note by the NBFCs during sanction of the loan.
1.2 Project Loans
There are occasions when the completion of projects is del@ﬁgd for legal
and other extraneous reasons like delays in Government@%provals etc. All
these factors, which are beyond the control of ﬂﬁ Q%?;g’ may lead to
delay in project implementation and involve(g\@str&@tug@gq’/ reschedulement
of loans by NBFCs. Accordingly, the WQ\)NiOs@Qa set classification norms

shall apply to the project loans b@r‘%&o@i@encement of commercial

Q
operations. Q7 QD &
2’ 2 O
For this purpose, all project kq&s%&v%@een divided into the following two
categories: X° QL X
. (@) P Q_

<0
a) Project Loa \§f r-infr. cture sector
(a) J K® g\dﬁf %-, u
(b) PI'OJeC’Eb %&n@fdr éﬁ?ﬁlnfrastructure sector
N\
For the p%m%o%@Qf @se Directions, 'Project Loan' shall mean any term
NS
Ioanm htha /beslij) extended for the purpose of setting up of an

egor{ j uréﬁ:urther, Infrastructure Sector is as defined in the
D X Q- .
é{Z>exét¢]*at (ﬁgagﬁal Norms Directions for NBFCs.
X 2. AT Q0

N O O
ﬁ\ \Q}Q%(&C’%@‘C;);s for Infrastructure Sector

(ig\gg%an for an infrastructure project shall be classified as NPA during
any time before commencement of commercial operations as per record of
recovery, unless it is restructured and becomes eligible for classification as
'standard asset' in terms of paras (iii) to (v) below.
(i) A loan for an infrastructure project shall be classified as NPA if it fails
to commence commercial operations within two years from the original

DCCO, even if it is regular as per record of recovery, unless it is
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restructured and becomes eligible for classification as 'standard asset' in
terms of paras (iii) to (v) below.
(iif) If a project loan classified as 'standard asset' is restructured any time
during the period up to two years from the original DCCO, it shall be
retained as a standard asset if the fresh DCCO is fixed within the following
limits, and further provided the account continues to be serviced as per the
restructured terms.
(a) Infrastructure Projects involving court cases
Up to another 2 years (beyond the existing extended period of 2
years, as prescribed in para 1.3(ii), i.e. total extension\ﬁ(@years), in

case the reason for extension of date of c encement of

production is arbitration proceedings or a(\z;ggu o)
(b) Infrastructure Projects delayed fq,%thg*re&ons beyond the
P ®
control of promoters Q s\\(‘ ,\\o

Up to another 1 year (beyor{d thergxks\@ng extended period of 2
years, as prescribed in pa@q 3@)@' @total extension of 3 years), in
other than court cases{b @ \rb
(iv) It is re-iterated thQ@ﬁ\lzg@d s@énsatlon in para 1.3(ii) is subject to
adherence to the pro@é%ns((egaédmg restructuring of accounts which shall
inter alia require tb‘atét‘}e Q@?ﬁcatlon for restructuring shall be received
before the ex&&@o@érl@g’of two years from the original DCCO and when
the accqut{g sb)?stg%asg] as per record of recovery. The other conditions
applicabi’e %ﬁ
Qﬁ)(\ n éé%e&%here there is moratorium for payment of interest,
$\ @F not book income on accrual basis beyond two years from
t%e Q
Q\or@nal DCCO, considering the high risk involved in such restructured
Qccounts
(b) NBFCs shall maintain following provisions on such accounts as
long as these are classified as standard assets in addition to provision

for diminution in fair value :
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Particulars

Provisioning Requirement

If the revised DCCO is within|*
two years from the original
DCCO prescribed at the time

of financial closure

0.25 percent

S, %

v/

<

If the DCCO

beyond two years and upto

is extended

Project loans restructured with effect
from January 24, 2014 :

O

four years or three years

*

from the original DCCO, as

5.00 per cent - From t e-date of such
restructuring till thg\%y{g,ed DCCO or

the case may be, depending| |o year%(z’(?r@Oq/ i date  of
QO o
upon the reasons for such reStrUg&ri\Q@}\?vg&fever is later.
Q~ ¢ AN
delay %&%&@\R@(}&t loans classified as
ezr’ Qc: Q\d as on January 23, 2014 :
Qs(\(b‘@(v\@?\é percent - with effect from
¢ 3
&° Q.QJ’Q_QQ\ March 31, 2014
<9 7
N ¢ - [3.50 percent - with effect from
Q50 F
& L Q° March 31, 2015(spread over the
@6 \ N
S «Q 4 four quarters of 2014-15)
‘6\9 é\@ %
ANV 0 */ Q({’b - |4.25 percent - with effect from
/
QS oS Q‘b(\ % March 31, 2016(spread over the
SIPSIESEND
o 6’\Q QO & four quarters of 2015-16)
o . > &
D (\O\(boc}o - |5 percent - with effect from March
4 R 31, 2017 (spread over the four
XS
o quarters of 2016-17)

be

of

The above provisions shall
the date

restructuring till the revised DCCO or

applicable  from

2 years from the date of restructuring,

whichever is later.
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(v)  For the purpose of these Directions, mere extension of DCCO shall not be
considered as restructuring, if the revised DCCO falls within the period of two years
from the original DCCO. In such cases the consequential shift in repayment period
by equal or shorter duration (including the start date and end date of revised
repayment schedule) than the extension of DCCO shall also not be considered as
restructuring provided all other terms and conditions of the loan remain unchanged.
As such project loans shall be treated as standard assets in all respects, they shall
attract standard asset provision of 0.25 per cent.

(v)(a) Multiple revisions of the DCCO and consequential shift in repayment schedule
for equal or shorter duration (including the start date and end dgﬁg\%f revised
repayment schedule) shall be treated as a single event of restruct%'bg provided that
the revised DCCO is fixed within the respective time Iimit%& @t\égﬂb above points
and all other terms and conditions of the loan remaine@cf\a@\'rgggﬂ/

If deemed fit, NBFCs may extend DCCO beyond é@%\s&q&é\time limits quoted at
(iii)(a) to (b) above; however, in that case, N@CS*S%&Q{QIC])N be able to retain the
‘standard’ asset classification status of suchcb%’?r@%%@nts.

(v)(b) In cases where NBFCs have qu&?ce)@@s\%%otioned a ‘standby facility’ at the
time of initial financial closure to fua@%qgﬁ%égﬁuns, they may fund cost overruns as

per the agreed terms and con@&%soQ/ @6
& o
In cases where the initi I@@&%I@osure does not envisage such financing of cost
overruns, NBFCs Q%@ %@%/éb%%ved to fund cost overruns, which may arise on
account of extengj&w @@DQ\QO Qg&%in the time limits quoted at (iii)(a) to (b) above,
without treati@qhe‘@c%i@bi@structured asset’ subject to the following conditions:

\Q&(b 6\0 P &

@\Q\QQB \\sc@ fund additional ‘Interest During Construction’, which may

\@ . \@\3%9 account of delay in completion of a project;

ii) < 8&% cost overruns (excluding Interest During Construction) up to a
maximum of 10% of the original project cost. This ceiling is applicable
to financing of all other cost overruns (excluding interest during
construction), including cost overruns on account of fluctuations in the
value of Indian Rupee against other currencies, arising out of extension
of date of commencement of commercial operations;

iii) The Debt Equity Ratio as agreed at the time of initial financial closure

shall remain unchanged subsequent to funding cost overruns or
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improve in favour of the lenders and the revised Debt Service
Coverage Ratio shall be acceptable to the lenders;

iv) Disbursement of funds for cost overruns shall start only after the
Sponsors/Promoters bring in their share of funding of the cost
overruns; and

V) All other terms and conditions of the loan shall remain unchanged or

enhanced in favour of the lenders.

(v)(c)(@) In order to facilitate revival of the projects stalled primarily due to
inadequacies of the current promoters, it is advised that if a change‘ie\@wnership
A\
takes place any time during the periods quoted in paragraphs 1@\117) and 1.3(v)
above or before the original DCCO, NBFCs may permit extensien Q{Jthe DCCO of
. : . : O L
the project up to two years in addition to the periods qta@gﬂ(g@ar@raph 1.3(iii) and
1.3(v) above, as the case may be, without any cha@\i@g&é’élassiﬂcation of the
N

account subject to the conditions stipulated in th&@%lloﬁi‘n&ééragraphs. NBFCs may
also consequentially shift/extend repayme%bg’c%qﬁjlgg} required, by an equal or
shorter duration. P W &}o(\

o @K N4
,O(\ 2 QO
. o . A . .

(b) It is clarified that in cases w@e c/%hgggh ownership and extension of DCCO
(as indicated in paragraph 1%@%@&@ ag_,@?e) takes place before the original DCCO,
&
and if the project fails to %aj%n@%sg&mmercial operations by the extended DCCO,
the project shall be‘%lﬁ)ig\%éi&ther extension of DCCO in terms of guidelines
N
quoted at paragraﬁh“l@)grfd &t/%(v) above. Similarly, where change in ownership
/
and extension @f D@O@@%Iace during the period quoted in paragraph (1.3)(v)
N § N
above, th%@cg@&hb@ y@gstﬂl be restructured by extension of DCCO in terms of
guide@’e\\gqg&eg&t E)@ﬁgraph 1.3(iii) above, without classifying the account as non-
(\

S
performing a t-éo

< g
(c) The prov%ions contained in sub para (a) and (b) above are subject to the

following conditions:

i) NBFCs shall establish that implementation of the project is stalled/affected
primarily due to inadequacies of the current promoters/management and with a
change in ownership there is a very high probability of commencement of

commercial operations by the project within the extended period;
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i) The project in consideration shall be taken-over/acquired by a new
promoter/promoter group with sufficient expertise in the field of operation. If the
acquisition is being carried out by a special purpose vehicle (domestic or
overseas), the NBFC shall be able to clearly demonstrate that the acquiring
entity is part of a new promoter group with sufficient expertise in the field of

operation;

iii) The new promoters shall own at least 51 per cent of the paid-up equity capital
of stake in the acquired project. If the new promoter is a non-resident, and in
sectors where the ceiling on foreign investment is less than 51 per‘c&g@, the new
promoter shall own at least 26 per cent of the paid-up equitygﬁ%ital or up to
applicable foreign investment limit, whichever is highes, pr@%d,e)d NBFCs are
satisfied that with this equity stake the new non-re&ggn ?m&?fer controls the

R
management of the project; Q)Q} \(\6\. O(\%
XK &F
iv) Viability of the project shall be establisr@% t%cﬂﬂ‘e@’élt?sfaction of the NBFCs.
NN

: o2 @ O
v) Intra-group business restructum{ﬁ/ Jner @%/ acquisitions and/or takeover/

N
acquisition of the project by otlg’zperag'ﬂ’e @bsidiaries/ associates etc. (domestic
as well as overseas), beI@ﬁﬁg@c{ t%é} existing promoter/ promoter group shall
not qualify for this fac'b@}. 'E.)ﬁg l@?’Cs shall clearly establish that the acquirer

does not belong to J@&Z{@ﬁngasefomoter group;
AP

: '.ﬁf‘\ AT b ‘ : :
vi) Asset classi |c@3n@‘~§t  laccount as on the ‘reference date’ shall continue
during th@%xt@%%@bq\@d. For this purpose, the ‘reference date’ shall be the
datg@(gée‘pﬁi&)o%c&eliminary binding agreement between the parties to the
tr@é\a&nﬁ\@?gﬂgd that the acquisition/takeover of ownership as per the
prO\}Tsi@@(bg\@aw/regulations governing such acquisition/takeover is completed
within a ﬁ&iod of 90 days from the date of execution of preliminary binding
agreement. During the intervening period, the usual asset classification norms
shall continue to apply. If the change in ownership is not completed within 90
days from the preliminary binding agreement, the ‘reference date’ shall be the
effective date of acquisition/ takeover as per the provisions of law/regulations

governing such acquisition/ takeover;
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vii) The new owners/ promoters are expected to demonstrate their commitment
by bringing in substantial portion of additional monies required to complete the
project within the extended time period. As such, treatment of financing of cost
overruns for the project shall continue to be subject to the guidelines prescribed
in these Directions. Financing of cost overrun beyond the ceiling prescribed in
the circular dated January 16, 2015 shall be treated as an event of restructuring

even if the extension of DCCO is within the limits prescribed above;

viii) While considering the extension of DCCO (up to an additional period of 2
years) for the benefits envisaged hereinabove, NBFCs shall make i\xtge that the
R\

repayment schedule does not extend beyond 85 per cent o&#ﬁe economic

life/concession period of the project; and 4
p proj @Qé K >
S QO
ix) This facility shall be available to a project onlysghog\fénggm | not be available
< .
during subsequent change in ownership, if aQ@Q 0‘\\0 C’)\\O
NN
S QO
(d) Loans covered under this guideline sha:@aﬁct@(ovisioning as per the extant

provisioning norms depending upon thet[\(%gs ‘f% agé%ication status
Q & \§ '

ORI
X & A0
(vi) In case of infrastructure p{g@g’cts/un ?Tmplementation, where Appointed Date
(as defined in the conces%o? éé%eaggnt) is shifted due to the inability of the
XS
Concession Authority t rﬁ)@%@\@h the requisite conditions, change in date of
commencement o%&on‘b‘n@rc@ocgperations (DCCO) shall not be treated as
/

'restructuring’, SubjéCt@?OQ@\Ni jlconditions :

@ s&%i@?@t is an infrastructure project under public private

& Q , . ,
. ®6 %@t}fngﬁsgl%érodel awarded by a public authority;
$\6\\5\Q(b%c}’08@\%an disbursement is yet to begin;

N Q&%@)@'he revised date of commencement of commercial operations is
d@cumented by way of a supplementary agreement between the
borrower and lender and;

(d)  Project viability has been reassessed and sanction from
appropriate authority has been obtained at the time of supplementary

agreement.
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1.4. Project Loans for Non-Infrastructure Sector (Other than Commercial
Real Estate Exposures)
(i) Aloan for a non-infrastructure project shall be classified as NPA during
any time before commencement of commercial operations as per record of
recovery, unless it is restructured and becomes eligible for classification as
'standard asset' in terms of paras (iii) to (iv) below.
(i) A loan for a non-infrastructure project shall be classified as NPA if it
fails to commence commercial operations within one year from the original
DCCO, even if is regular as per record of recovery, unless it is restructured
and becomes eligible for classification as 'standard asset' in i&ﬂ% of paras
(iii) o (iv) below. >
(iii) In case of non-infrastructure projects, if the(& (ébmmencement
of commercial operations extends beyond th @%eng&ofqme year from the
date of completion as determined at the&ni ﬂ@%mal closure, NBFCs
can prescribe a fresh DCCO, and rgtéln\(.h% '@andard" classification by
undertaking restructuring of accouﬁ's @%v@ed the fresh DCCO does not
extend beyond a period of twq\(?e%@froﬁ?the original DCCO. This among
others shall also imply th&@%@&%st@%turmg application is received before
the expiry of one yea@égfn@e %lenal DCCO, and when the account is still
"standard" as per @ r%«:'érd@recovew
The other@&d@\s@g’pllcable shall be:
Iné%se/so*{NJ%ere there is moratorium for payment of interest,
5& %ﬁél nf/&/book income on accrual basis beyond one year

@ Qﬁ‘\orrb{hg Onoélnal DCCO, considering the high risk involved in such

6 Q, ;gs rtgﬁred accounts.
6‘\0 t(DO NBFCs shall maintain following provisions on such accounts

<< \Qas long as these are classified as standard assets apart from

provision for diminution in fair value due to extension of DCCO :
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Particulars

Provisioning Requirement

If the revised DCCO

within one year from the

is

original DCCO prescribed
at the time of financial

closure

*

0.25 per cent

If the DCCO is extended

beyond one year and upto

Project
January 24, 2014 :

restructured with effect from

O

loans

two years from the original
DCCO prescribed at the

*

5.00 per cent — From the dat \Festructuring

5 L

for 2 years ¢
SO \OQ ({,b

time of financial closure

Stock  of P{%‘gc‘:’t @@aﬁ%" classified as
N
restructured a8 q@a Fy 23, 2014 :
1P e

fo
2.7®Q\be°r\gé)nt\@l\\)/ith effect from March 31,
@ 0

Q\\A%c DQSO \gb\'r\ cent - with effect from March 31,
6\30 Qg’%@% (spread over the four quarters of
Q‘\‘Qf \o*\/ I2014-15)
(b@\%\@o\g@m- 4.25 per cent - with effect from March 31,
& \@K %o(" 2016 (spread over the four quarters of
//\‘Q\ > 8 Q({,b 2015-16)
$(\ \(\Q’ (QQ%(;Q)? - |5 per cent - with effect from March 31,
&(b 6\0 QO o 2017 (spread over the four quarters of
’&0\50@(\@}"}0(}60 2016-17).
\6:{\&0\@6 * |The above provisions will be applicable from
6(0 the date of restructuring for 2 years.

For the purpose of these guidelines, mere extension of DCCO shall not be

considered as restructuring, if the revised DCCO falls within the period of one year
from the original DCCO. In such cases the consequential shift in repayment period
by equal or shorter duration (including the start date and end date of revised
repayment schedule) than the extension of DCCO shall also not be considered as

restructuring provided all other terms and conditions of the loan remain unchanged.
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As such project loans shall be treated as standard assets in all respects, they shall
attract standard asset provision of 0.25 per cent.
(iv)(a) Multiple revisions of the DCCO and consequential shift in repayment schedule
for equal or shorter duration (including the start date and end date of revised
repayment schedule) shall be treated as a single event of restructuring provided that
the revised DCCO is fixed within the respective time limits as stated in above points
and all other terms and conditions of the loan remained unchanged.
If deemed fit, NBFCs may extend DCCO beyond the respective time limits quoted at
(iii)(a) to (b) above; however, in that case, NBFCs shall not be able to retain the
‘standard’ asset classification status of such loan accounts. \&9
(iv)(b) In cases where NBFCs have specifically sanctioned a ‘sta%ﬁ facility’ at the
time of initial financial closure to fund cost overruns, they @é@% 6§3t overruns as
per the agreed terms and conditions. Q}@é 6@\9?/

N
In cases where the initial financial closure does {%? e&jsg@% such financing of cost
overruns, NBFCs have been allowed to %@ﬁ’%@?&@}runs, which may arise on
account of extension of DCCO within %@%i@@lin&i@ quoted at (iii)(a) to (b) above,

without treating the loans as ‘restru%é:é% @'s%%@‘\ubject to the following conditions:
AN
i) NBFCs may fur{@%@%p&@qnterest During Construction’, which may
arise on acc{g}%t.&fzg’e\@?)m completion of a project;
ii) Other Q%§§O@9%QQexcluding Interest During Construction) up to a
maxiﬁiﬁ\ @%LQ/pm{;ient of the original project cost. This ceiling is
@goﬁ,c\a@le @?&é}%ing of all other cost overruns (excluding interest
&rbdgr@g s&wction), including cost overruns on account of fluctuations
’\@ ~\Q% Els@vg\'ﬁ\]% of Indian Rupee against other currencies, arising out of

\((\\Q (@%egg%n of date of commencement of commercial operations;

iii) Q\g&@Debt Equity Ratio as agreed at the time of initial financial closure
shall remain unchanged subsequent to funding cost overruns or
improve in favour of the lenders and the revised Debt Service
Coverage Ratio shall be acceptable to the lenders;

iv) Disbursement of funds for cost overruns shall start only after the
Sponsors/Promoters bring in their share of funding of the cost

overruns; and
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V) All other terms and conditions of the loan shall remain unchanged or

enhanced in favour of the lenders.

(iv)(c)(@) In order to facilitate revival of the projects stalled primarily due to
inadequacies of the current promoters, it is advised that if a change in ownership
takes place any time during the periods quoted in paragraphs 1.4(iii) and 1.4(iv)
above or before the original DCCO, NBFCs may permit extension of the DCCO of
the project up to two years in addition to the periods quoted at paragraph 1.4(iii) and
1.4(iv) above, as the case may be, without any change in asset classification of the
account subject to the conditions stipulated in the following paragraphs. &BFCS may
also consequentially shift/extend repayment schedule, if required, (@‘an equal or
shorter duration.
% éoo >

(b) It is clarified that in cases where change in own%&’m@ndo_extensmn of DCCO
(as indicated in paragraph 1.4(iv)(c)(a) above) tak@ﬁ p@c\e t@h@re the original DCCO,
and if the project fails to commence commer(ﬁ‘ o&é‘r‘a@s by the extended DCCO,
the project will be eligible for further e@éﬁs,@?? o(f)(BCCO in terms of guidelines
quoted at paragraph 1.4(iii) and 1 4(I\Q:9)%@ %ﬁzﬁlarly, where change in ownership
and extension of DCCO takes pg& d@rTngg.ﬁ’\e period quoted in paragraph 1.4(iv)
above, the account may shll(bﬁ r@rt@ured by extension of DCCO in terms of
guidelines quoted at para%?%h&%(&%bove without classifying the account as non-
performing asset. X %c,

(c) The prOV|S|or(s %ﬁ Adq@sub para (a) and (b) above are subject to the

foll S &Q N
(0] OWIng Cgﬁél% C)O

‘O
|)®EF§ (ﬂ(@%bhsh that implementation of the project is stalled/affected
prlmérgé/\éb%% inadequacies of the current promoters/management and with a
change |ﬁ> ownership there is a very high probability of commencement of

commercial operations by the project within the extended period;

i) The project in consideration shall be taken-over/acquired by a new
promoter/promoter group with sufficient expertise in the field of operation. If the
acquisition is being carried out by a special purpose vehicle (domestic or

overseas), the NBFC shall be able to clearly demonstrate that the acquiring
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entity is part of a new promoter group with sufficient expertise in the field of

operation;

iii) The new promoters shall own at least 51 per cent of the paid-up equity capital
of stake in the acquired project. If the new promoter is a non-resident, and in
sectors where the ceiling on foreign investment is less than 51 per cent, the new
promoter shall own at least 26 per cent of the paid-up equity capital or up to
applicable foreign investment limit, whichever is higher, provided NBFCs are

satisfied that with this equity stake the new non-resident promoter controls the

management of the project; e
&
iv) Viability of the project shall be established to the satisgﬂctiorﬁo?the NBFCs.
N

v) Intra-group business restructuring/mergers/iﬁj?s\@%ng f&ndlor takeover/
acquisition of the project by other entities/sub@l(g{hés\ q&sﬁ\ciates etc. (domestic
as well as overseas), belonging to the exist'qqé@pxg%o\t&?promoter group shall not
qualify for this facility. The NBFCs shab%%@p@o@iablish that the acquirer does
not belong to the existing promoterg&gu@ﬁ@\rs\\o
;\}O(\Qg)% QQO

vi) Asset classification of thg\@(écoount 8g"on the ‘reference date’ would continue
during the extended per&bQ@ Ié)i)?tmgO%urpose, the ‘reference date’ would be the
date of execution o rp%@%a@ binding agreement between the parties to the
transaction, prq&@ed‘%@%a}q&% acquisition/takeover of ownership as per the
provisions of ,Iaw/@gulaﬁo éboverning such acquisition/takeover is completed
within a Q@*io@&%f{g@(bg@ys from the date of execution of preliminary binding
agr‘esg@r%%éb‘ﬁ{rﬁﬁ @é intervening period, the usual asset classification norms
\A&\Id&t}\@}géq’}gpply. If the change in ownership is not completed within 90
dayé\ Q@%\@preliminary binding agreement, the ‘reference date’ shall be the
effective d&e of acquisition/ takeover as per the provisions of law/regulations

governing such acquisition/ takeover;

vii) The new owners/ promoters are expected to demonstrate their commitment
by bringing in substantial portion of additional monies required to complete the
project within the extended time period. As such, treatment of financing of cost
overruns for the project shall continue to be subject to the guidelines prescribed

in these Directions. Financing of cost overrun beyond the ceiling prescribed in
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the circular dated January 16, 2015 shall be treated as an event of restructuring

even if the extension of DCCO is within the limits prescribed above;

viii) While considering the extension of DCCO (up to an additional period of 2
years) for the benefits envisaged hereinabove, NBFCs shall make sure that the
repayment schedule does not extend beyond 85 per cent of the economic

life/concession period of the project; and

ix) This facility shall be available to a project only once and shall not be available

during subsequent change in ownership, if any.

«°
(d) Loans covered under this guideline shall attract provisioning@%er the extant
provisioning norms depending upon their asset classificati%théé’. ({/b
SN
1.5. Other Issues > &° &
QQ) \(\ O

(i) Any change in the repayment schedule 8{%@&% oan caused due to an
increase in the project outlay on account of\gtgg‘e%eg in\Q\ope and size of the project,
shall not be treated as restructuring if: \Q@(O @ »‘\\0(\
(@) The increase in scog\@% %%?Z@%\%f the project takes place before
commencement of commgﬁgfal operggc")ns of the existing project.
(b) The rise in coiég&c&ﬁ’ln%%?ny cost-overrun in respect of the original
project is 25 per %ﬁ%;gzo?the original outlay.
(c) The NB&F\@ reé'ﬁés/e‘éés the viability of the project before approving the
enhancemgﬁ o@%ogq g{;@rgl)xing a fresh DCCO.
(d) Q@Qrex@%llq@(&\qjﬁeady rated) the new rating is not below the previous
ra@% ’Q&v@&@z}one notch.
(i) @Te@@oa@?@égommercial Real Estate
For CRE‘pgéajé(%‘t\%%ere extension of DCCO shall not be considered as restructuring,
if the revised &CO falls within the period of one year from the original DCCO and
there is no change in other terms and conditions except possible shift of the
repayment schedule and servicing of the loan by equal or shorter duration compared
to the period by which DCCO has been extended. Such CRE project loans shall be
treated as standard assets in all respects for this purpose without attracting the
higher provisioning applicable for restructured standard assets. However, the asset

classification benefit shall not be available to CRE projects if they are restructured.
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(i) In all the above cases of restructuring where regulatory forbearance has been
extended, the Boards of NBFCs shall satisfy themselves about the viability of the

project and the restructuring plan.

1.6. Income recognition
(i) NBFCs shall recognise income on accrual basis in respect of the projects under
implementation, which are classified as 'standard'.
(i) NBFCs shall not recognise income on accrual basis in respect of the projects
under implementation which are classified as a 'substandard' asset. NBFCs shall
recognise income in such accounts only on realisation on cash basis. ‘\Qq
Consequently, NBFCs which have wrongly recognised income ir;b&ﬁe past shall
reverse the interest if it was recognised as income during th@cur{e?ﬁ%ear or make a
provision for an equivalent amount if it was recognisegfgg @%w@ In the previous
year(s). As regards the regulatory treatment of é@%@ér\?%{e?ést' recognised as
income and 'conversion into equity, debentures @@%ﬁstrument' NBFCs shall
adopt the following: \QQ)Q) Q)@Q ®Q\K
(@) Funded Interest: Income rggg‘@n@?n (ig\@espect of the NPAs, regardless
of whether these are or ar%d%t @@%’J&g)\ad to restructuring / rescheduling /
renegotiation of terms of\éb%ﬁlgan %g‘eement, shall be done strictly on cash
basis, only on realisi&ioq%g@ n%’% the amount of interest overdue has been
funded. If, howev. etig\&%no\qn of funded interest is recognised as income, a
provision for\&ﬁ: eg@él @gjnt shall also be made simultaneously. In other

e
words, any, ur@@ggﬁ,in@?st in respect of NPAs, if recognized as income,

shall b@%u)@%&@fé’g@r.

(%@%@%{@%\b@b equity, debentures or any other instrument: The amount
@ﬁts@%d{'@@@%ﬁed into other instruments shall normally comprise principal
al élcfé(zi\r&é'est components. If the amount of interest dues is converted into
equity Q;(bany other instrument, and income is recognised in consequence, full
provision shall be made for the amount of income so recognised to offset the
effect of such income recognition. Such provision shall be in addition to the
amount of provision that may be necessary for the depreciation in the value of
the equity or other instruments as per the valuation norms. However, if the
conversion of interest is into equity which is quoted, interest income can be
recognised at market value of equity, as on the date of conversion, not

exceeding the amount of interest converted to equity. Such equity must
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thereafter be classified "current investment" category and valued at lower of
cost or market value. In case of conversion of principal and /or interest in
respect of NPAs into debentures, such debentures shall be treated as NPA,
ab initio, in the same asset classification as was applicable to loan just before
conversion and provision made as per norms. This norm shall also apply to
zero coupon bonds or other instruments which seek to defer the liability of the
issuer. On such debentures, income shall be recognised only on realisation
basis. The income in respect of unrealised interest which is converted into
debentures or any other fixed maturity instrument shall be recognised only on
redemption of such instrument. Subject to the above, the e%i;@gshares or
other instruments arising from conversion of the principal ar@’u%t of loan shall

also be subject to the usual prudential valuation noq@é Qgﬁ\'agébcable to such
5 T o

instruments. Q.
NNIRXS)
K& &
& & @
L O
AR 20N
P 2 P
NIEORG
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Annex Xl

Self-Regulatory Organization (SRO) for NBFC-MFIs — Criteria for Recognition

Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

The SRO shall have at least 1/3rd of the NBFC-MFIs registered as its
members, at the time of recognition.

It shall have adequate capital to be able to discharge its functions without
being overly dependent on subscription from members.

The memorandum / bye laws of the Self-Regulatory Organization (SRO)shall
specify criteria for admission of members and the functions it sbg{&ischarge,
as one of its main objects; Q)@Q

The Memorandum / bye laws of an SRO shall prowd@‘% nner in which
the Governing Body / Board of Directors of the %gb wép\&ld fﬁmctlon

The Board shall have adequate represen@ogl\ﬁoga@oth large and small

NBFC-MFls. \17 @

1/3rd of the Board of Directors shall(ézé n@@p@\?ent and not associated with
o @ O

member institutions. & 6 \Q’>\.\

The Board of Directors and@\qﬁal% mprising the management shall be

considered fit and prop%‘gﬁ/ t&e/Rgﬁerve Bank.
It shall have adequat@nt&n}%l@trols in place.

The SRO shall f@@t o@‘h Uﬁ’lnterest of all the stake holders and not seen to

be only an R@t&%’tg}%d

The SRO Sha& n;§% 6@@ of Conduct to be followed by its members.

It sh@@ha&é aoéevghce Redressal Mechanism and a Dispute Resolution
n}glg) %a%e including a specially appointed Grievance Redressal

Qﬁ*‘éeo

It sh’éﬁ\b@% a position to exercise surveillance over its members to ensure

compllgwe with the Code of Conduct and regulatory prescriptions of the Bank

through an Enforcement Committee

It shall also have a developmental function of training and awareness

programmes for its members, for the Self Help Groups and conduct research

and development for the growth of the MFI sector.

152



Obligations of the SRO towards the Reserve Bank

Vi.

The SRO, once recognized, shall need to nominate a Compliance officer who
shall directly report to the Reserve Bank and who shall keep the Reserve

Bank regularly posted of all developments in the sector.
The SRO shall have to submit its Annual Report to the Reserve Bank.

It shall have to conduct investigation into areas of concern as pointed out by

the Reserve Bank. \L\(\Q

The SRO shall inform the Reserve Bank of the wola%)ns oﬁ%e provisions of
the RBI Act, 1934, the directions, the circulars or tm %Q&‘L\/@s issued by the
Reserve Bank from time to time, by any of its r@%t@@ (\

e
Q \
It shall provide information, including dat@, o\tpg R@Cérve Bank periodically or
as requested for by the Bank. \Q Q{b (\O
% AQ’ O

The Reserve Bank shall, if nQe% @%e%\%spect the books of the SRO or
arrange to have the booksg}pe}:%d@g’an audit firm.

Q\*

\@K C}\' Q)(b
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Annex Xli

Annex XII(1)

INFORMATION ABOUT THE PROPOSED PROMOTERS/ DIRECTORS/
SHAREHOLDERS OF THE COMPANY

3:;‘_ Particulars Required Response
1 [Name
2 |Designation Chairman/ Managing
Director/ Director/ Chief
Executive Officer
3 |Nationality A
4 |Age (to be substantiated with date of birth) \;\(\V‘)
5 |Business Address R
6 |Residential Address .« N <
7 |E-mail address / Telephone number (\O \(\Q aD
8 |PAN Number under Income Tax Act ;\{0 ’ @. qQV
9 |Director Identification Number (DIN) RPN
10 |Social security number / Passport No.* 2’ Q& . &

11 |Educational / professional qualifications (@ (’3\ )} ,.C}}
12 |Professional Achievement relevant to tmob A& &

N

13 |Line of business or vocation AN
14 |Any other information releyﬁt i@\fh%g\‘
Company o

15 |[Name/s of other compan@\ 1n®%‘ﬁl%\>t\he

person has held the &%‘Q Q‘C an /
Managing  Director/: {Q( or &/ Chief

Executive Officer O A@

16 |[Name/s of %S%@at@@ (RBJVSEBI, IRDA,
t

PFRDA, N othe@foreign regulator)
of the entifi 10 n which the persons

hold direstorships , ~ 4.

17 Nam;/s\o@{g 'Cséfxﬁny, with which the
p&(son 1®assgted% Promoter, Managing
$1re m@ or Director including a

&QR s’éu anking Financial Company,
5\29 @whichyhas “been prohibited from accepting
$ ~(§>de t,s(@osecuted by RBI ?
\él\g 4.@8 ail “of prosecution, if any, pending or
< fcontntenced or resulting in conviction in the
@t against the person and/or against any of
the entities he is associated with for violation
of economic laws and regulations
19 |Cases, if any, where the person or relatives of
the person or the companies in which the
person is associated with, are in default or
have been in default in the last 5 years in
respect of credit facilities obtained from any
entity or bank

20 |If the person is a member of a professional

association/ body, details of disciplinary

action, if any, pending or commenced or
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resulting in conviction in the past against him
/ her or whether he / she has been banned
from entry of any professional occupation at
any time

21

Whether the person attracts any of the
disqualification envisaged under section 164
of the Companies Act, 2013

22

Has the person or any of the companies, he/
she is associated with, been subject to any
investigation at the instance of the
Government Department or Agency

23

Has the person at any time been found guilty
of violations of rules / regulations / legislative
requirements by Customs / Excise / Income
Tax// Foreign Exchange / Other Revenue
Authorities, if so, give particulars

24

Experience in the business of NBFC (number
of years)

25

Equity shareholding in the company

(i)

No. of shares

(i)

Face value

(iii)

Percentage to total paid up equity sh@@
capital of the company

26

Name/s of the companies,
proprietary concerns in which
holds substantial interest o

éﬁ%w;eﬁbn

2 P

27

Names of the principal Qa}lkegg to&f{e

concerns at 26 above \\O O. ,\O;

28

Names of the overseas jt@hkers/* RS

29

Whether number o@‘}\ec cld by the
person exceeds @ ré'jt'\s %fascrlbed under

section 165 of,gm Q anigs“Act, 2013
>
A

Signature :

<
Date : \,\\9 ,.\@\ c.)v

Name :

Place”\" A .q2

Designation :

/ \ (\‘3 q\) v

Company

Seal :

\

oo

te {%

\‘O

promoters / directors / shareholders
shall be submitted in respect of each of the proposed
promoters/ directors/ shareholders

SF
‘O{b(\

&

2

N

OC)
6’5@6
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Annex XII(2)

INFORMATION ABOUT CORPORATE PROMOTER

3;'. Particulars Required Response

1 |Name

2 |Business Address

3 |E-mail address / Telephone number

4 |PAN Number under Income Tax Act

5 [Name and contact details of compliance officer

6 |Line of business

7 | The details of their major shareholders (more than 10%)
and line of activity, if corporates A

8 |Names of the principal bankers/ overseas bankers * \L\Q"J

9 |Name/s of the regulators (RBI, SEBI, IRDA, PFRDA, ,b&\‘
NHB or any other foreign regulator) 52)

10 |Name/s of Company/ies in the Group as defined in tlgé'
Prudential Norms Directions °

laN
11 [Name/s of the company/ies in the Group %@t &1@ L
NBFCs 27 &I

12 |Specify the names of companies in thq@éu@\Jhi@-
have been prohibited from acc&é}ingo\kde /

prosecuted by RBI? O 00 N
13 |Detail of prosecution, if any, pendjﬁlg %%m@i\ced or
resulting in conviction in the ag@inhs corporate

for violation of economic la¥® and@cgulations

14 |Cases, if any, where the@*po%%@odefault or have
been in default in thQstt /yea@l respect of credit
facilities obtained aty ntij@or bank

15 |Whether the v@r\po@e\‘ l@;‘obeen subject to any

investigati()% inflance of the Government
Departmentor Age (;.y()(b
16 |Has thexCo

ate at’ time been found guilty of

1 géi%ons/ legislative requirements
by Custonis/ F@%is ncome Tax// Foreign Exchange/

Aé\hef@evm& AWhorities, if so, give particulars

violafi

z,

&io 783331 \m&(er‘corporate/ majority sharecholder of the
P
\\

omoter orate, if a corporate, ever applied to RBI
\(\\C forcdGoR which has been rejected
& A ) AU Signature :
| {N[Daw? Name :
) ice: Designation :
Company Seal :

* For foreign corporate
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Annex XIil

‘Fit and Proper’ Criteria for directors of NBFCs
Reserve Bank had issued a Directive in June 2004 to banks on undertaking due
diligence on the persons before appointing them on the Boards of banks based on
the ‘Report of the Consultative Group of directors of Banks / Financial Institutions’.
Specific fit and proper’ criteria to be fulfilled by the directors were also advised.
2. The importance of due diligence of directors to ascertain suitability for the post by
way of qualifications, technical expertise, track record, integrity, etc. needs no
emphasis for any financial institution. It is proposed to follow the sam\@;uidelines
mutatis mutandis in case of NBFCs also. While the Reserve Bank dqg(s\ carry out due
diligence on directors before issuing Certificate of Regls{@tlo&\(o an NBFC, it is
necessary that NBFCs put in place an internal supervgbry(g ce@?on a continuing
basis. Further, in order to streamline and bring in @@f@[{dﬁ the process of due
diligence, while appointing directors, NBFC%‘S%gLOengﬁ’e that the procedures
mentioned below are followed and mlnlmu@cWa@IIed by the persons before
they are appointed on the Boards: \Q,bfo @Q’ \}o
(a) NBFCs shall undertake a procq\s@% «Bﬁé glig\g'ence to determine the suitability of
the person for appointment / cgﬁtmgrﬁg@@Q‘old appointment as a director on the
Board, based upon quallflc@on @q@ff@e track record, integrity and other ‘fit and
proper’ criteria. NBFCs s@all@ta@%ecessary information and declaration from the
proposed / existing d\q@ct%’ fo&hgbpurpose in the format given at Annex XIV.
(b) The process of d@dll@ qéhall be undertaken by the NBFCs at the time of
appomtmen;bﬁgne% ﬁp@mtment
(c) The r f Cs shall constitute Nomination Committees to scrutinize
the d 5&;?: t)\o
(d) Based<<’7§?1 \t}jé information provided in the signed declaration, Nomination
Committees $hall decide on the acceptance or otherwise of the directors, where
considered necessary.
(e) NBFCs shall obtain annually as on 31st March a simple declaration from the
directors that the information already provided has not undergone change and where
there is any change, requisite details are furnished by them forthwith.
(f) The Board of the NBFC must ensure in public interest that the nominated/ elected

directors execute the deeds of covenants in the format given in Annex XV.
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Name of NBFC:

Annex XIV

Declaration and Undertaking by Director (with enclosures as

appropriate as on )
|. |Personal details of director
a.|Full name
b.|Date of Birth
c. |Educational Qualifications
d.|Relevant Background and Experience -
e.|Permanent Address g&w
f. |Present Address R ,\fb@,:
g.|E-mail Address / Telephone Number AQ’QV\ O‘GQ'-‘
N Permanent Account Number under the%ﬁb’gg{éz%ﬁct
and name and address of Income Te&){@gfrg{é ,,C’;\\O

. |Relevant knowledge and experie NN
¢ P Q,@ifbo 9

j-

Any other information rel%@ﬂA@\O
N\

NBFC NIEORG
PN N

Ditéctorship of the
Difgctorship

Relevant Relationships of difecto? -
elevant Relations |£)Qs)('1> d| :Q@'

a.

List of Relativesﬁi@\“n{\&‘n%@\é connected with the NBFC
(Refer sectio(br%a\@gs\%@dule 1A of the Companies Act,
1956 an%%r&e‘%%@ng provisions of New Companies
Act, 2&%\§@é& */ ({/b

4

-

/ N D Q
ggt o\f(\@nti@ &ﬂdﬂy in which he/she is considered as
%e&h‘g\l@é.‘ré\sgte'a (Refer section 299(3)(a) and section 300
gﬁ’ O@ c}&mpanies Act, 1956 and corresponding
E@S/i&igs of New Companies Act, 2013)
N Qs

AN Oé/'/'

(@)

I.&@“éf entities in which he/she is considered as holding

.|substantial interest within the meaning of prudential

norms as prescribed in these Directions.

Name of NBFC in which he/she is or has been a member

.|of the board (giving details of period during which such

office was held)

Fund and non-fund facilities, if any, presently availed of

by him/her and/or by entities listed in Il (b) and (c) above
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from the NBFC

Cases, if any, where the director or entities listed in 1l (b)
and (c) above are in default or have been in default in the
past in respect of credit facilities obtained from the NBFC
or any other NBFC / bank.

Records of professional achievements

a.

Relevant professional achievements

.|Proceedings, if any, against the director

a.

If the director is a member of a professional

pending or commenced or resulting in conviction inqﬁg

past against him/her or whether he/she has bzg‘g\ga%%q&

from entry into any profession/ occupatio ? \ﬁ ‘1,
ry yp p A(;}l\@ %Q&‘ {'\%Q

association/body, details of disciplinary action, if any,|

2

.|Details of prosecution, if any, pendir&gp“dros\é&ng@@\wced or

resulting in conviction in the p%‘é‘t a@hl $he director

and/or against any of the e%ﬂ@%s ﬁ%?egﬁh Il (b) and (c)
P 2 S

above for violation of eco&&ni%déw§§1d regulations

<9 7/
.[commenced or re@ﬁti‘n@n %@j}viction in the last five years
\

Details of criminal cp}oos@t&?@,\o if any, pending or

X
against the di@@?@@o °

D7 AN\

.|Whether éﬁé\vd@i(éét%@ttracts any of the disqualifications

envise@‘é\ @ersegzﬁgn 274 of the Companies Act 1956

a é%@s%@gﬁxgprovisions of New Companies Act,
\ B

i%'l&? C)O(Q &'\

Q

)

A :'coé/'/'/ .

/A

A )
dg%sc}@e ,@%ctor or any of the entities at Il (b) and (c)

O
g@fs\vg%en subject to any investigation at the instance of

N
%@grnment department or agency?

—h

Has the director at any time been found guilty of violation
of rules/regulations/ legislative requirements by customs/
excise /income tax/foreign exchange /other revenue

authorities, if so give particulars

Whether the director has at any time come to the adverse
notice of a regulator such as SEBI, IRDA, MCA.

(Though it shall not be necessary for a candidate to
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mention in the column about orders and findings
made by the regulators which have been later on
reversed/set aside in to, it would be necessary to
make a mention of the same, in case the
reversal/setting aside is on technical reasons like
limitation or lack of jurisdiction, etc and not on merit,
If the order of the regulator is temporarily stayed and
the appellate/ court proceedings are pending, the

same also should be mentioned.)

Any other explanation / information in regard to items L

to Il and other information considered relevant

judging fit and proper O ™
judging prop O U

Undertaking O}QQ &\Q,\%; 2

| confirm that the above information is ta>the, Best: 67 my knowledge
| K(gQ‘fi‘\ez\ P my g
and belief true and complete. | un%eﬂa%&t -k8ep the NBFC fully
informed, as soon as possibI%‘,Q%f@@?e@nts which take place
subsequent to my appointm(e\ﬂ%v@@s\h §é\'\relevant to the information
. - O QO Q
rovided above. Q>
p & Foe

| also undertake to@e’ v'csne/tl@ deed of covenant required to be
KX 2
executed by all difgctoss ofthe NBFC.
{X N

QNN
Place : A S\ Signature
@Q&,‘ cO g

Date: <O \,0"0\4/ :\qf/b

PN

VL.

Oy
e o of Directors of NBFC
oM 6‘5853

Remarks d‘% rman of Nomination
Y

] 5. QY i
F\({\\@eA'C}@.c’,\' Signature

74

Dater

/A

{(’ N\ \@6
&b
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Annex XV
Form of Deed of Covenants with a Director of an NBFC
THIS DEED OF COVENANTS is made this _ day of Two thousand
______ BETWEEN , having its registered office at
(hereinafter a deposit taking NBFC and a non-deposit taking NBFC with asset size of
¥500 crore and above being called the “NBFC") of the one part and Mr /

Ms of (hereinafter called the "Director") of the
other part.

e
WHEREAS A

A. The director has been appointed as a director on the Board %‘é\irectors of the
NBFC (hereinafter called "the Board") and is required&és\\@o(tsggJ of his / her
appointment to enter into a Deed of Covenants with t %E.Q@
B. The director has agreed to enter into this Dgéqeoé\\&vcgﬁ)ants, which has been
approved by the Board, pursuant to his said te@s{g&@%tment.

%)
NOW IT IS HEREBY AGREED AND THIgQ)Eﬁ‘@OVENANTS WITNESSETH
(s X

RV
AS FOLLOWS: PN ARG
1. The director acknowledges thatd}% ;Qg)r@ﬁgbintment as director on the Board of

the NBFC is subject to applic@‘?g\@wsg% regulations including the Memorandum
and Atrticles of Associa{tb'ug_},@ ‘c\{bct}ngﬁBFC and the provisions of this Deed of
Covenants. ’&
P @ 9

2. The director covéhantswi htheNBFC that:

(i) The directobsﬁ%\lgdlsg&&fﬁhe Board the nature of his / her interest, direct or
indirect, if gi{@ t@@‘é\r%('ihterest in or is concerned with a contract or arrangement
or an@%%%dc‘)@wté%ﬁ or arrangement entered into or to be entered into between
the NBF@(\qr@n&Qher person, immediately upon becoming aware of the same or
at meetingQnggé Board at which the question of entering into such contract or
arrangement is taken into consideration or if the director was not at the date of that
meeting concerned or interested in such proposed contract or arrangement, then at
the first meeting of the Board held after he / she becomes so concerned or interested
and in case of any other contract or arrangement, the required disclosure shall be
made at the first meeting of the Board held after the director becomes concerned or

interested in the contract or arrangement.
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(i) The director shall disclose by general notice to the Board his / her other

directorships, his / her memberships of bodies corporate, his / her interest in other

entities and his / her interest as a partner or proprietor of firms and shall keep the

Board apprised of all changes therein.

(iii) The director shall provide to the NBFC a list of his / her relatives as defined in the

Companies Act, 1956 or 2013 and to the extent the director is aware of directorships

and interests of such relatives in other bodies corporate, firms and other entities.

(iv) The director shall in carrying on his / her duties as director of the NBFC:

a)

b)

f)

use such degree of skill as may be reasonable to expect from a person with

his / her knowledge or experience; \&9

in the performance of his / her duties take such care as @’fshe might be

reasonably expected to take on his / her own behal(\g Q@(Q@se any power

vested in him / her in good faith and in the mtergéﬁ 0 }‘re l\@ C;

shall keep himself / herself informed abQ@?ﬂq@ %aﬁness activities and

financial status of the NBFC to the exten@sehg%@% him / her;

attend meetings of the Board and&n@%e@s thereof (collectively for the

sake of brevity hereinafter refe(@d éfb\ eksg\xBoard" ) with fair regularity and

conscientiously fulfil his / her\@ﬁ\qﬂro @Qs director of the NBFC;

shall not seek to |nflue6éga@/d%(\.1$|on of the Board for any consideration

other than in the mte.@%tsegoﬁh%’&%FC

shall bring mder@&ieﬁ&)\]udggﬁent to bear on all matters affecting the NBFC

brought be]‘,q@efhe}g’ogr%’ uas;ludmg but not limited to statutory compliances,

performanc’e ﬁ A r@mpllances with internal control systems and

procegﬁreg\ke&é&ec@ive appointments and standards of conduct;
e(gccge mehls / her judgement in matters brought before the Board or

9) \§
r@st%@ o@‘?r}n / her by the Board be free from any business or other

h)

relaf‘@\]sk@ which could materially interfere with the exercise of his / her
mdepe?dentjudgement and

shall express his / her views and opinions at Board meetings without any fear
or favour and without any influence on exercise of his / her independent

judgement;

(v) The director shall have:

a) fiduciary duty to act in good faith and in the interests of the NBFC and not for

any collateral purpose;
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b)

c)

duty to act only within the powers as laid down by the NBFC’s Memorandum
and Articles of Association and by applicable laws and regulations; and

duty to acquire proper understanding of the business of the NBFC.

(vi) The director shall :

a)

b)

)
3. The NBFC covenants with the director thﬁ@ Q)‘b Q

not evade responsibility in regard to matters entrusted to him / her by the
Board;

not interfere in the performance of their duties by the whole-time directors and
other officers of the NBFC and wherever the director has reasons to believe
otherwise, he / she shall forthwith disclose his / her concerns to the Board;
and \&9

not make improper use of information disclosed to him / h%&a member of
the Board for his / her or someone else’s advanta%ggré@e%band shall use
the information disclosed to him / her by the({}@FQ@}rréig\?her capacity as
director of the NBFC only for the purposes@@pgxfbrg\@fw\ce of his / her duties

as a director and not for any other purpogé &OO.\@

© @ O
(i) the NBFC shall apprise the director aQ@ut@@ \Q}\

o

a) Board procedures includingc»)@é(;fg‘&g iqﬁ.)of legal and other duties of Director

and required complianc&@itl{ss/ta%&ﬂry obligations;

O 9
b) control systems and 6Qrbc%dhrng
A

c) voting rights at Q&&dﬁ@éec@gs including matters in which Director should not

participate beq‘?u%é%f h)?/ hgr interest, direct or indirect therein;
d) qualificaéioﬁ r&ﬁre@nt&i‘ﬁd provide copies of Memorandum and Articles of

Assoq';ﬁ\io{ﬁ\(\ ((\Q NG

& N\ %0 <
e) @pgro& p&ll mﬁnd procedures;
I\ -\ L\
) rji@r%egli@(festrictions;
AN

g) conﬁ?&%@bof, delegation of authority to and terms of reference of various

commi@ees constituted by the Board;
h) appointments of Senior Executives and their authority;
i) remuneration policy,
j) deliberations of committees of the Board, and
k) communicate any changes in policies, procedures, control systems,

applicable regulations including Memorandum and Articles of Association of

the NBFC, delegation of authority, Senior Executives, etc. and appoint the
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compliance officer who shall be responsible for all statutory and legal
compliance.
(i) the NBFC shall disclose and provide to the Board including the director all
information which is reasonably required for them to carry out their functions and
duties as a director of the NBFC and to take informed decisions in respect of matters
brought before the Board for its consideration or entrusted to the director by the
Board or any committee thereof;
(iii) the disclosures to be made by the NBFC to the directors shall include but not be
limited to the following :
a) all relevant information for taking informed decisions in resp\egt\%f matters
brought before the Board; ,00
b) NBFC'’s strategic and business plans and forecasts; o~ < Q ({/b

B
c) organisational structure of the NBFC and delegg@n og\auth(&vnty,

d) corporate and management controls and syg?m\&fhc%@%g procedures;
e) economic features and marketing envwo@en{,

Q

f) information and updates as appropnaﬁ’o@@B@& s products;

g) information and updates on maJO(@x%:ﬁdl\%
h) periodic reviews of performaQ& Qjﬁ'l b,@ C; and
i) report periodically aboubﬁq%le@en@aon of strategic initiatives and plans;

(iv) the NBFC shall comm;@ﬁ‘caéé}o%@me of Board deliberations to directors and
concerned personnel a@@préb\areghd circulate minutes of the meeting of Board to
directors in a hme@am@gr a)% t@_)the extent possible within two business days of
the date of conclu’sm&% t%@\\B meeting; and

(v) advise u3§ d{(@g&gbog? the levels of authority delegated in matters placed

befor@@%oej% % 60
4. The C a@&owde to the director periodic reports on the functioning of
internal coﬁ?‘ol s@gem including effectiveness thereof.

5. The NBFCbshaII appoint a compliance officer who shall be a Senior executive
reporting to the Board and be responsible for setting forth policies and procedures
and shall monitor adherence to the applicable laws and regulations and policies and
procedures including but not limited to directions of Reserve Bank of India and other
concerned statutory and governmental authorities.

6. The director shall not assign, transfer, sublet or encumber his / her office and his /

her rights and obligations as director of the NBFC to any third party provided that
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nothing herein contained shall be construed to prohibit delegation of any authority,
power, function or delegation by the Board or any committee thereof subject to
applicable laws and regulations including Memorandum and Articles of Association
of the NBFC.

7.The failure on the part of either party hereto to perform, discharge, observe or
comply with any obligation or duty shall not be deemed to be a waiver thereof nor
shall it operate as a bar to the performance, observance, discharge or compliance
thereof at any time or times thereafter.

8. Any and all amendments and / or supplements and / or alterations to this Deed of
Covenants shall be valid and effectual only if in writing and signed we director

and the duly authorised representative of the NBFC. ’b
9. This Deed of Covenants has been executed in dupllcate@$@%t copies shall
be deemed to be originals. 6 ‘1/

’b

N

IN WITNESS WHEREOF THE PARTIES HQV %I@f\ EXECUTED THIS
AGREEMENT ON THE DAY, MONTH AND YEQ&R E!.IQSRQ\%OVE WRITTEN.

For the NBFC DlrectorQ Q)"&
@ \)Q
BY oo ~(\ Q} \}@
Name: (9}
Title: !Q’\*é Q @
S Of ‘0

Aé\AKQ.Q,.@
In the prese of: Q>
1 P ‘«\‘N\&Z\o < 2
. P o 1
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Annex XVI
Indicative List of Balance Sheet Disclosure for non-deposit taking NBFCs with
Asset Size ¥T500 Crore and Above and Deposit Taking NBFCs (hereinafter
called as Applicable NBFCs)
1. Minimum Disclosures
At a minimum, the items listed in this Annex shall be disclosed in the NTA by all
applicable NBFCs. The disclosures listed are intended only to supplement, and not
to replace, other disclosure requirements as applicable.
2. Summary of Significant Accounting Policies \L:QQ
Applicable NBFCs shall disclose the accounting policies regargtaj(é\key areas of
operations at one place along with NTA in their financialﬁa\@oe@&)A suggestive
list includes - Basis of Accounting, Transactions(z\}@rv%@g J%reign Exchange,
Investments - Classification, Valuation, etc., Adva&@g)soq?% gz@\/isions thereon, Fixed

Assets and Depreciation, Revenue Recogné@,(b@hp@@e Benefits, Provision for

Taxation, Net Profit, etc. Y be‘ O&
3.1 Capital @ S

A a) X
Nl Q Amount in % crore
. :@0 / AQQ ( )

_ ?\\‘OQ o’ Current | Previous
Partigulars™ 2

. @ QO Year Year
SN\

i) |CRAR ;(gs*‘\?}\’%o‘b‘
1 |CRER" | Gl
iii)\ &RA@@E\%@ &ébital (%)

@%‘) %ﬁ@u@o\éf@gs\ubordinated debt
$\ o*\c?aia@ a@er-llcapital
LY O
é{{)s@n@ft raised by issue of

%)
g;érpetual Debt Instruments
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3.2 Investments

(Amount in X crore)

Current | Previous

Particulars
Year Year
(1)|Value of Investments
(i) |Gross Value of Investments
(a)|In India
(b)|Outside India, .
(i) [Provisions for Depreciation RN
(a)|In India Q,@Q
—t
(b)|Outside India, A(b(\ \Y\O\n@?
(iii) [Net Value of Investments ”Q}e",\é{b‘@ﬂ"
(a)|ln Intljia | &Q:J Os\\\ec}\o
(b)|Outside India. ‘Q) QAQS#\Q\\

(2)[Movement of provisions h((ablg V@Yjs N
depreciation on mvestm\éﬁ\fs% \\}(‘}

(i) |Opening balan%e’? <<‘ Q.

Add : Prowéb}ls @%d%@ﬂrmg the
e Q)

year \(b@ &

Les%S @Q’Y df" / write-back of

éx‘%@%r%vfsmﬁ@ during the year
()| esing®elprico

(ii)

167



3.3 Derivatives

3.3.1 Forward Rate Agreement / Interest Rate Swap

(Amount in % crore)

Current|Previous

Particulars
Year Year
(i) |The notional principal of swap agreements
Losses which would be incurred if
(ii) |counterparties failed to fulfil their obligations
under the agreements \1}\(9
Fa\
G Collateral required by the applicable NBFC Q)(b\
i o S 0y
upon entering into swaps
p g p R > \§0!‘9%
Concentration of credit risk arising from .
(iv) | bet('i (\b\q’o&“
swaps $ ?)Q &) @\\
(v) | The fair value of the swap book %Q Q\‘r C\K

Note: Nature and terms of the swg}%"‘i%&ag@information on credit
N
and market risk and the accg\tﬁr(ﬁrég}éo\g@%s adopted for recording

@i

the swaps should also beoéb%

I
Z
could be exposures to particular

Examples of coneentr
$ Examples o cone@\(agbn%

P\
industries or swap,g\@{/itttzﬁl eared companies.
D2 AN \Qg@% P

@ If the S\%@B‘é @@Ve dinked to specific assets, liabilities, or
commitmeﬁ%\, tl@é’\fii‘r/Va}Le;b would be the estimated amount that the

appliégb(e ®N$

Q&)ﬁ]% receive or pay to terminate the swap
a%(&gqm @%&fhe balance sheet date.

SF LS
&L LS 0
N \(\(b S
< @

&b
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3.3.2 Exchange Traded Interest Rate (IR) Derivatives

(Amount in X crore)

(iif)

O o X O\
Notional princi%@\‘éﬁr@_ﬁ exchange traded IR
derivati ?S ina d t "highl ffective"
erivatives GU @%l{gga and not "highly effective

{
L7 X
instrume@@\Ni %)
( (73 A@\@

A N
a)

NN
AN e

’\% \®
y4
c\

SO
~\Q),c\Q O

‘Sletr)lG}b-Ql)market value of exchange traded IR

@ricv)@ﬂes outstanding and not "highly effective"

(ggrument-wise)

a)

b)

c)

NS(;. Particulars Amount
(i) |Notional principal amount of exchange traded IR
derivatives undertaken during the year (instrument-
wise)
a)
b) (\@g@
°) 5 o2,
(ii) [Notional principal amount of exchan%\v@@%ﬁ?{
derivatives outstanding as on %&&Na(r\%h%.....
(instrument-wise) . ?)QQ) c‘s\\(\,. C’;QO
2) RS sl
o) R
c) Q‘(\v 6@\‘ \\}Q)"
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3.3.3 Disclosures on Risk Exposure in Derivatives

Qualitative Disclosure

Applicable NBFCs shall describe their risk management policies pertaining to
derivatives with particular reference to the extent to which derivatives are used, the
associated risks and business purposes served. The discussion shall also include:

a) the structure and organization for management of risk in derivatives trading,

b) the scope and nature of risk measurement, risk reporting and risk monitoring

systems,
c) policies for hedging and / or mitigating risk and strategies and processes for
monitoring the continuing effectiveness of hedges / mitigants, and \L:QQ

d) accounting policy for recording hedge and non-hedge transacti%a?recognition of

income, premiums and discounts; valuation of outstandingbc&eﬁae@ provisioning,
o S

collateral and credit risk mitigation. Q}Q)éé\(b %51/
QQ) \{\ \O(\
@ & &
Quantitative Disclosures .
& & &8
ol Q)i’A@Qunt in % crore)
Si ‘ggﬁf Sy [Interest Rat
. r nterest Rate
N Particular OQ\(\<% N y Derivati
0. nC}' ,Q" &d@atlves erivatives
i) |Derivatives{Notienal Principal Amount
! For h \%N Cj\\O‘m(o%%% i !
or he
né@lg&géf@
i) |Ma Positions [1
(il @r@@@g@ [1]
b “A +
//@ &@A()»"q(’b
I [bY Iaomﬁg; Q)
(i) [Creldit Exposure [2
S q(‘@\ g)@h&%@p 2]
(v, ed Exposures
T aoed B
\((\\(\(b @6
3.4 Delete N
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3.5 Asset Liability Management Maturity pattern of certain items of Assets and

Liabilities

1to|8to| 15 Over | Over | Over | Over
Over
7 | 14 |days Over 2 3 6 1 3
1 Over
daysdays| to months /month|Month| year |years
month 5 |Total
30 upto3 | &up | &up & up | & up
upto 2 years
131 months| to6 | to1 [ to3 | to 5
Month
days month| year |years|years
Deposits
Advances JSJ‘:\Q‘
Investments 4
Q) “\‘b(b
Borrowings N
g GQS \§ ,_VQQ/
Foreign @ WO ..
° <zfz} SIS
Currency Q ;\\ O
t Lo
assets \ :
i ti‘”@o@g\ &
Foreign A ‘O(\
RN
Currency NG
. I ,\OQ @6 Qo
liabilities ‘\@Q\. /Q~ \qu
» . 2
Q}Q SO0
3.6 Exposures BN Q)
&
3.6.1 Exposure to Realgé Q@: or
\\\ "0\' / Amount in Z crore
2 o5 ) ( ’
N > v Current|Previous
Q& Q Category
&‘0 A\Q QO K Year | Year

xgﬁv (@sgbhtlal Mortgages -
<7 Ibq}%mg fully secured by mortgages on

residential property that is or will be occupied

by the borrower or that is rented

(i) |Commercial Real Estate -

Lending secured by mortgages on
commercial real estates (office buildings,
retail space, multi-purpose commercial

premises, multi-family residential buildings,
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(Amount in X crore)

Category

Current|Previous

Year Year

multi-tenanted commercial premises,
industrial or warehouse space, hotels, land
acquisition, development and construction,
etc.). Exposure shall also include non-fund

based limits

(i

i)|Investments in Mortgage Backed

Securities (MBS) and other securitised \1;3(9
exposures - Qj’bo
. . i\) o
a.|Residential & >N
x(b \\ fa)
b.|Commercial Real Estate @0 .Y
P RS .{\%
Total Exposure to Real Estate Sector Y N[O
P _ (?)Q S
3.6.2 Exposure to Capital Market 0‘@0‘\ Op\‘r 0‘\\
‘Qv 7 &V (Amount in  crore)
Os. \L x\\'o
\’0 Current|Previous
Partlcula\é\

Year Year

(i)

direct investment @\éc@‘i‘y %kxé?es convertible
bonds, conve@fg@t’e @%béﬂlures and units of
equity- orlen‘& (& funds the corpus of

which ﬁ% CUSIV invested in corporate
N &

de% ’&\ Q 0\51/

2

Y/
O O)I

é@va@e@e‘gams\t shares / bonds / debentures
g) o@r s@curltles or on clean basis to
r@&\dg@s for investment in shares (including
4P8§Q7 ESOPs), convertible bonds, convertible
debentures, and units of equity-oriented mutual

funds;

(iil)

advances for any other purposes where shares
or convertible bonds or convertible debentures
or units of equity oriented mutual funds are

taken as primary security;

(iv)

advances for any other purposes to the extent
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(Amount in X crore)

) Current|Previous
Particulars
Year Year

secured by the collateral security of shares or
convertible bonds or convertible debentures or
units of equity oriented mutual funds i.e. where
the primary security other than shares /
convertible bonds / convertible debentures /

units of equity oriented mutual funds 'does not

fully cover the advances; &j’:\(\q
secured and unsecured advances to Qj’b‘
(v) |[stockbrokers and guarantees issued on behaj§~\é éoo Q‘{’b
. I Y
of stockbrokers and market makers; 0§® é@ o
vi) |loans sanctioned to corporates a t the| .. O
(vi) Qaﬁjg RIS

security of shares / bonds / debentémes 8(~o [
securities or on clean basi¥® fo@ m@tlng
promoter's contribution to‘ﬂ:lbe ngtyb\of new
companies in anhmpah@%f@%ag?ésources

bridge loans to c@&pagtes dgainst expected

equity flows /i |s

(vii)
A\( . o.

all exposuge&tq entdre Capital Funds (both
reglsterq‘ﬁ‘a\r}gmnreglwed)
Total E)@osuw t%réapﬁh\l’ Market

3.6.3 D@ g}}flné;fc%ﬁ’ of parent company products

3.6.4 eéf{i]\ Sqﬁ'ale Borrower Limit (SGL) / Group Borrower Limit (GBL)
exceededeth@eﬁppllcable NBFC
The appllcabQ NBFC shall make appropriate disclosure in the NTA to the annual

(viii)

financial statements in respect of the exposures where the applicable NBFC had
exceeded the prudential exposure limits during the year. The sanctioned limit or
entire outstanding, whichever is high, shall be reckoned for exposure limit.

3.6.5 Unsecured Advances

a) For determining the amount of unsecured advances the rights, licenses,

authorisations, etc., charged to the applicable NBFCs as collateral in respect of
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projects (including infrastructure projects) financed by them, shall not be reckoned as
tangible security. Hence such advances shall be reckoned as unsecured.

b) Applicable NBFCs shall also disclose the total amount of advances for which
intangible securities such as charge over the rights, licenses, authority, etc. has been
taken as also the estimated value of such intangible collateral. The disclosure shall
be made under a separate head in NTA. This would differentiate such loans from

other entirely unsecured loans.

4. Miscellaneous

4.1 Registration obtained from other financial sector regulators \1’:\(@
4.2 Disclosure of Penalties imposed by RBI and other regulato@o
Consistent with the international best practices in disclosur@%f Q&;aﬁlﬁes imposed by
the regulators, placing the details of the levy of peni@o@\e%af&plicable NBFC in
public domain will be in the interests of the Q@(gg\)@ Q\@Qdepositors. Further,
strictures or directions on the basis of inspec@t'@?\ qup%rt\s?& other adverse findings

shall also be placed in the public domain. T@p@@ti@a shall also be disclosed in the

@ .
NTA. ‘Q(b @6 \‘5\'\
S
& Qe
4.3 Related Party Transactions’ Q/ O

Xe) <
a) Details of all material t:@}sag&n%"@%th related parties shall be disclosed in the
P N @
annual report A \Q 0(&
b) The company S,QQ‘I}%d(iggt%sgoﬂ%e@olicy on dealing with Related Party Transactions
on its websiteén%%%qgh\\hq/&mual Report.

O
4.4 Ratin iﬁs&g’h\(\e%@&c%dit rating agencies and migration of ratings during

5 O @
the ye @ Q ,& \60

O A\
4.5 Re .@Qragi&n irectors
AN
All pecunié(?(\re@?onship or transactions of the non-executive directors vis-a-vis the

company shaprge disclosed in the Annual Report.

4.6 Management

As part of the directors’ report or as an addition thereto, a Management Discussion
and Analysis report should form part of the Annual Report to the shareholders. This
Management Discussion & Analysis shall include discussion on the following matters
within the limits set by the company’s competitive position:

a) Industry structure and developments.
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b) Opportunities and Threats.

c) Segment—wise or product-wise performance.

d) Outlook

e) Risks and concerns.

f) Internal control systems and their adequacy.

g) Discussion on financial performance with respect to operational performance.

h) Material developments in Human Resources / Industrial Relations front, including
number of people employed.

4.7 Net Profit or Loss for the period, prior period items and changes in

accounting policies (9

Since the format of the profit and loss account of applicable WCS does not

specifically provide for disclosure of the impact of prior pq@ @‘é’rﬁ/bn the current

year's profit and loss, such disclosures, wherever WQ@nteﬁ\shQH be made in the

(\
NTA. QQ) s\\(\ RS
- g‘a O
4.8 Revenue Recognition (\ O\KQ

An enterprise shall also disclose the cwcuaj&a@%s @hlch revenue recognition has
been postponed pending the resoluho@@f %@{mfl t uncertainties.

\\ & Qg)@
4.9 Consolidated Financial §Qte\l@en,se>Q(CFS)
Applicable NBFCs may 5 Qgﬂ{@( eneral clarifications issued by ICAI from time
to time. A parent oqm% pﬁéentlng the CFS, shall consolidate the financial
statements of all s %t@&a¢e§ -Qﬁ%)mestlc as well as foreign. The reasons for not
consolldatlng§ s@g’ S | be disclosed in the CFS. The responsibility of
determm{\ﬁ w@e‘%e@% icular entity shall be included or not for consolidation
would@ t@of@@e @j@nagement of the parent entity. In case, its Statutory Auditors
are of th\é\ @&o&d at an entity, which ought to have been consolidated, has been

omitted, they Qﬁ’all incorporate their comments in this regard in the "Auditors Report".

5. Additional Disclosures

5.1 Provisions and Contingencies

To facilitate easy reading of the financial statements and to make the information on
all Provisions and Contingencies available at one place, applicable NBFCs are

required to disclose in the NTA the following information:
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(Amount in X crore)

Break up of 'Provisions and Contingencies' _
Current|Previous

shown under the head Expenditure in Profit
Year | Year

and Loss Account

Provisions for depreciation on Investment

Provision towards NPA

Provision made towards Income tax

Other Provision and Contingencies (with

details)

e
Provision for Standard Assets RN
Q
> &
5.2 Draw Down from Reserves > éOQQ({,b
Suitable disclosures are to be made regarding any vg@&vg%f reserves in the
NTA. & s\\(\ \\0

<
5.3 Concentration of Deposits, Advances, F@Qnoiﬁre é%d NPAs
5.3.1 Concentration of Deposits (for de%&ltégkl@dBFCs)

‘(\” .
N \QfAmount in % crore)

Total Deposits of tm@ﬁfy @Tg@ﬁ’eposnors
Percentage OQ\D &@ ~Jof twenty largest
depositors & '(Qfél @eposﬂs of the deposit
taki C ’b

aking N@’ &P

X,

5.3.2 Concentratlcﬁ‘r\ &rg’d\gnceib

o Lo Amount in  crore
\N(\ ,c\Q 9 ( )
& T&al@d\/aqcés to twenty largest borrowers

@\ @ ’ngb\en('@’e of Advances to twenty largest
Zgoggalers to Total Advances of the applicable

‘<\ JNBFC

5.3.3 Concentratlon of Exposures

(Amount in % crore)

Total Exposure to twenty largest borrowers /

customers

Percentage of Exposures to twenty largest
borrowers / customers to Total Exposure of the

applicable NBFC on borrowers / customers
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5.3.4 Concentration of NPAs

(Amount in X crore)

accounts

Total Exposure to top four NPA

5.3.5 Sector-wise NPAs

Percentage of
SI. NPAs to Total
Sector ©)
No. Advances in thqg\
sector ,00
6 "‘\'@ 26)
1. |Agriculture & allied activities
2. IMSME ‘Q}@ Aé\(b &
(4] NI e)
3. |Corporate borrowers (@Q c‘x\\ @\\O
4. |Services R GER
& -] - A
2. |Unsecured personal Ioa(rh}g @ szo(\
X7 o N
3. |Auto loans -“QQB-%@ (\3}}
4. |Other personal logps <& 49"
- \@@tf o
. %)
Q}Q SO0
5.4 Movement of NPAs ° <@ A2
§‘(b Q\ ’3‘@ A ting
mount in ¥ crore
Current | Previous
g QJ‘@P@ cyiats Y Y
ear ear
\(\ ® rQQ ,xo.)"
iéi? géi‘h@@k gNet Advances (%)
$&Q @M&@n&@{t\’ of NPAs (Gross)
& PO —
N Q\(\%i)?tg}demng balance
e@) Additions during the year
(c)|Reductions during the year
(d)|Closing balance
(iif) [Movement of Net NPAs
(a)|Opening balance
(b)|Additions during the year
(c)|Reductions during the year
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(d)|Closing balance

(iv)|Movement of provisions for NPAs (excluding provisions on

standard assets)

(a)|Opening balance

(b)|Provisions made during the year

© Write-off / write-back of excess
c
provisions

(d)|Closing balance

5.5 Overseas Assets (for those with Joint Ventures and Subs@ar@qbroad)

Name of the Joint Other Partner Qﬁfal
Venture/ Subsidi nthedv |V A@@{Q
enture/ Subsidiar in the S
y A(b \V' o\
5.6 Off-balance Sheet SPVs sponsored Q)Q s\\(\ \\O

(which are required to be consolidated as per Q@zo@&lr@{ﬂ%rms
Name of the SPV sponsg‘ﬂad@‘o QO

<<
Domestic ~\0° Q%Q) 0§%verseas
& K8
Q\\ ™
\\
6. Disclosure of Complalﬂ_‘,& @ @Q)(b
\
6.1 Customer Complgﬁ

S q)g
&@f o’mg{/bnts pending at the
N §®eg@ﬁ\g§%ﬁhe year
&Q’ 6(0 ND. gbomplalnts received during
$&Q \*QQ’ <'(%)‘ tlskgear

N
8)
‘No of complaints redressed during

’\

)
/'\

M |the year

) No. of complaints pending at the
end of the year
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Annex XVII

Terms and Conditions Applicable to Perpetual Debt Instruments (PDI) for

Being Eligible for Inclusion in Tier | capital

The Perpetual Debt Instruments (PDI) shall be issued as bonds or debentures by
non-deposit taking NBFC with asset size of 500 crore and above on the following
terms and conditions to qualify for inclusion as Tier | Capital or Tier Il Capital, as the
case may be, for capital adequacy purposes.
1. Terms of Issue of PDI ’(\Q
i) Currency of issue PDIs shall be issued in Indian Rupees onIy.(b&‘\
i) Amount 6 @
The aggregate amount to be raised by issue eﬁéu ns@;}ments shall be
within the overall limits of Tier | and Tier Il %&x@lne\d’qh clause (iii) below.
It may be raised in tranches. However,&?e &nl%(ﬁm investment by single
investor in each such issue/ trancheﬁl%@ ?@T‘akh
i) Limits ,bfo & \\o(\
PDI shall be eligible to be t@‘at @%r | capital upto 15 per cent of total
Tier | capital. The abov%q-?ml %5&6 based on the amount of Tier | capital
as on March 31 of&ge@%%‘p%ar after deduction of goodwill and other
intangible ass§%%%®%f§@%he deduction of investments. The amount of
énoaﬁt’ admissible as Tier | shall qualify as Tier Il capital

subject ’tpﬁ)rg@m{g (@&lned in these Directions.
Matu&gﬁy p@@og@ g«
@% PDI sf@ﬁ’b@serpetual

\@a@%f |@@rg§9

(ﬂt%test payable to the investors may be either at a fixed rate or at a

PDI in excegg

roata§§ rate referenced to a market determined rupee interest benchmark
rate.

vi) Options
Non-deposit taking NBFC with asset size of ¥500 crore and above shall
issue PDI as plain vanilla instruments only.
However, they may issue PDI with a 'call option' subject to strict compliance

with each of the following conditions:
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(a) That the instrument has run for a minimum period of ten years from
the date of issue; and
(b) Call option shall be exercised only with the prior approval of RBI.
While considering the proposals received from such NBFCs for
exercising the call option the RBI would, among other things, take into
consideration the its CRAR position both at the time of exercise of the
call option and after the exercise of the call option.
vii) Step-up option
The issuing non-deposit taking NBFC with asset size of ¥500 crore and
above, may have a step-up option for increasing the rate of in\fg&t payable
on PDls. Such option may be exercised only once durin%ﬂ?e whole life of
the instrument after the lapse of ten years from t%@% @%féigsue. The step-
up shall not be more than 100 bps in referen{@QO.@t\er%sgﬂ«rate advertised in
terms of offer document under clause (v)@g?t?\(\e\ @r\nits on step-up apply
to the all-in cost of the debt to the issu'qu C\@O
viii) Lock-In Clause ~Q®® Q)@*\&O
(a) PDI shall be subjected to q\(fgcg{l%@qéh%e in terms of which the issuing
non-deposit taking NBFC&@?@@? %@?ze of ¥500 crore and above, may
defer the payment of '@(&eoit/if @6
* it's capital to%r{ek ag&\%’é?o (CRAR) is below the minimum regulatory

requiremer@@eg@ﬁ%%&y RBI; or
* the imé??ct{b &Fsuch payment results in NBFCs CRAR falling below or
ren&amin@%e}g&ﬁ/ l'ILQ minimum regulatory requirement prescribed by
K}3@3.9\@7"? I%g%?ﬁa@r?dia;
$~\$95\QI129/\({%(&{,\@%‘1-deposit taking NBFC with asset size of ¥500 crore and
\@@v{%(\%@cpay interest with the prior approval of RBI when the impact of
sach %@]ment may result in net loss or increase the net loss, provided the
CRA% remains above the regulatory norm.
(c) The interest shall not be cumulative except in cases as in (a).
(d) All instances of invocation of the lock-in clause shall be notified by the
issuing NBFC to the Regional Office of Department of Supervision of the
Reserve Bank of India in whose jurisdiction it is registered.
ix) Seniority of claim

The claims of the investors in PDI shall be
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a) Superior to the claims of investors in equity shares; and
b) Subordinated to the claims of all other creditors.
x) Discount
The PDI instruments shall not be subjected to a progressive discount for
capital adequacy purposes since these are perpetual.
xi) Other conditions
a) PDI shall be fully paid-up, unsecured, and free of any restrictive clauses
and the issue of PDI and the terms and conditions applicable thereto shall
be compliant with the provisions of Companies Act, 1956 and all other laws
for the time being in force including the rules, regulations, i@%tions and
guidelines issued by the applicable regulatory authorities. ,00
b) Subject to compliance with extant FEMA F{éé Iq&m{/bNBFCs shall
obtain prior approval of the Reserve Bank\éf lng\a 6)1 a case-by-case
basis, for investment by Flls/ NRIs in P@f?p\\ﬁ‘e gﬁed by a non-deposit
taking NBFC with asset size of I500 C(o$e ap@ a\t@ve in Indian Rupees.
c) Non-deposit taking NBFC wM@%s@g@@e of ¥500 crore and above
issuing PDI, shall comply wﬂhv,‘j@ t@@ns\@ﬂ\d conditions, if any, stipulated by
SEBI/ other regulatory ath&{EQg? @%rd to issue of the instruments.
d) The investment b &e(\qugss in such instruments issued by a non-
deposit taking NB\EE \&@h @éet size of 500 crore and above, shall be
governed by{&@g@ws@g's of definition of Net Owned Fund (NOF) as
provided JQ(éxpla}?ahg)%Qgectlon 45-|A of the RBI Act. As such, investment
in exces’s %ﬁo,éﬁ\%?@e owned fund of NBFC shall be deducted from
0w5§d 5$%®%rn9é at NOF of the NBFC.
2. Rep %$q&§ér83%ts
ngﬁ”te@?fg NBFC with asset size of ¥500 crore and above issuing PDI,
shall §¢1‘bm®a report to the Regional Office in whose jurisdiction it is registered
giving de?alls of the debt raised, including the terms of issue specified at item 1
above together with a copy of the offer document soon after the issue is
completed.
3. Investment in PDI issued by other NBFCs-ND-SI
A non-deposit taking NBFC's with asset size of 500 crore and above investing

in PDI issued by other NBFC and financial institutions shall be subject to
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definition of Net Owned Fund as defined in section 45-IA of the RBI Act, 1934

and will attract risk weight as prescribed by the Bank.

4. Grant of advances against PDI
Non-deposit taking NBFC with asset size of ¥500 crore and above issuing PDI,
shall not grant advances against the security of the PDI issued by them.
5. Disclosure Requirement
(1) Non-deposit taking NBFC with asset size of ¥500 crore and above issuing
PDI, shall make suitable disclosures in their Annual Report about :
(i) Amount of funds raised through PDI during the year and anding at

the close of the financial year; ,00

%
(i) Percentage of the amount of PDI of the amoupbtéf 't@ingrgbCapital;
(iif) Mention the financial year in which intere@%n %@h% not been paid in
. > O (\%“
accordance with clause 1(viii) above. QQ) s\\(‘ ;\\o
<
(I) While framing policy as regards PDI@,Qt%eQ ga@%f Directors of the Non-
deposit taking NBFC with asset size g{cfSOQ)@ro{\e\ and above issuing PDI, shall
Q& O
ensure that sufficient disclosures a(@ngz}e ,@%e investor which clarify the type
of the instrument, the risks asé\&lagﬁ% @lts uninsured nature so as to enable
the investor to make inf%@%%@@e%@ent decision. The offer document shall
contain a clause that tt{e,*in\éeﬁo@%y make investment decision on the basis of
: .S i
its own analyss@(ﬁdﬁ%eoﬁ%l does not accept any responsibility about
repayment okg&%h{b@%es)%ea}. The policy evolved by such NBFC shall also
include provisi a%(sreg&rgs factors to be taken into account by it to
Oy SA¥ . :
demor{aﬁﬁt%\fhatoq% &n\%eet extra load in case the company decides to step up
t\h§\@\‘ﬁa %@éiw%séo@hder clause 1(vii) above. Board of Directors shall ensure
I\ \! L\
stric Cé ith all the terms and conditions set forth above.
omghangs

& O
Qb,;}\@
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Annex XVIII

Guidelines for Entry of NBFCs into Insurance

1. NBFCs registered with the Bank shall undertake insurance agency business on
fee basis and without risk participation, without the approval of the Bank, only subject
to the following conditions:

(i)  The NBFCs shall obtain requisite permission from IRDA and comply with the
IRDA regulations for acting as ‘composite corporate agent' wijth@'nsurance
companies. 6{“\

(i)  The NBFCs shall not adopt any restrictive practice of fog;mg(g&qgstomers to go
in only for a particular insurance company in respec&@f @e@’nanced by the
NBFC. The customers shall be allowed to exercise t%e} oa@h Cr@be

(iii)  As the participation by an NBFC's custome@i% |q§ur%ﬁbe products is purely on
a voluntary basis, it shall be stated in all pu%@nb)w@%tg@ distributed by the NBFC in
a prominent way. There shall be no IlngagQQeltb\@ direct or indirect between the
provision of financial services offere él)&g’!@C to its customers and use of the
insurance products. 6

(iv)  The premium shall be&m\@/ t%egfnsured directly to the insurance company

without routing through @ \@
(v) The risks, if an;@ v@%edjﬁ insurance agency shall not get transferred to the

&
business of the NB'%C@ (\A (19(1/
S5 Lo
2. No NB@Q st@‘ﬁ\béﬁlg@ed to conduct such business departmentally. A subsidiary
or com}e) %\\Qn ﬂ)@s@ﬁe group of an NBFC or of another NBFC engaged in the
business* g@ogébanklng financial institution or banking business shall not normally

be allowed to&&n the insurance company on risk participation basis.

3. All NBFCs registered with RBI which satisfy the eligibility criteria given below shall
be permitted to set up a joint venture company for undertaking insurance business
with risk participation subject to safeguards. The maximum equity contribution such
an NBFC can hold in the joint venture company shall normally be 50 per cent of the

paid-up capital of the insurance company. On a selective basis, the Bank may permit
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a higher equity contribution by a promoter NBFC initially, pending divestment of

equity within the prescribed period [see Note (1) below].

In case more than one company (irrespective of doing financial activity or not) in the
same group of the NBFC wishes to take a stake in the insurance company, the
contribution by all companies in the same group shall be counted for the limit of 50

percent prescribed for the NBFC in an insurance JV.

In cases where IRDA issues calls for capital infusion into the Insurance JV company,
the Bank may, on a case to case basis, consider need based relaxation of the 50%
group limit as specified. The relaxation, if permitted, shall be subject\’iig‘%mpliance
by the NBFC with all regulatory conditions as prescribed for in thqz@%irections and
such other conditions as may be necessary in the specific(ngSgd%p{IOation for such

b?%he NBFC to the

migéd%

Regional Office of the Bank under whose jurisdictiq irégls\@%d office is situated.
o O

<
<
ST o N
The eligibility criteria for joint venture partch%Qﬁt %@i\l K&s stated below:
. Qo
(i) The owned fund of the NBFQ\&a@ot\?@Iess than %500 crore,
(ii) The level of net no%s}gﬁ%{ﬁin@essets shall be not more than 5% of the

O
total outstanding Ieaqe(d/r&'(’é\ pQg'bloﬁ’ase assets and advances taken together,

(b% Q\K N
>
(iii) The NBF%\%a‘g@&c\vébcré% profit for the last three continuous years,
AV D° L\
iv) Th 4 Q@A Q(I;l/ rf f th bsidiari if f th
iv r re ofthe performance of the subsidiaries, if any, of the
(iv) §ot age ! p y
corg&rgd‘f\l %h'ahl be satisfactory,
SN
L N O
(,v)\d@e o@céompliance and servicing public deposits, if held.
N Q 6
< x0
The provisioné%f RBI Act shall be applicable for such investments while computing
the net owned funds of the NBFC.

relaxation along with supporting documents shall be@

4. In case where a foreign partner contributes 26 per cent of the equity with the
approval of insurance Regulatory and Development Authority/Foreign Investment
Promotion Board, more than one NBFC may be allowed to participate in the equity of

the insurance joint venture. As such participants will also assume insurance risk,
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only those NBFCs which satisfy the criteria given in paragraph 3 above, shall be

eligible.

5. NBFCs registered with RBI which are not eligible as joint venture participant, as
above can make investments up to 10 per cent of the owned fund of the NBFC or
%50 crore, whichever is lower, in the insurance company. Such participation shall be
treated as an investment and shall be without any contingent liability for the NBFC.

The eligibility criteria for these NBFCs shall be as under:

(i) The level of net NPA shall be not more than 5 per cent of total %Jtstandlng

&
S
Q)’b

(i) The NBFC shall have net profit for the last three Q&l% us{}ears

\66 6\(0 ({'o fll

@Q &\Q Y
(1) Holding of equity by a promoter NBFC %@9 %e\&@% company or participation
in any form in insurance business shall bgguq&t @%ompllance with any rules and
regulations laid down by the IRQN @nt@b Government. This will include
compliance with section 6AA of tﬁe IrgTJrQa@e Act as amended by the IRDA Act,

1999, for divestment of eqmt@ @?26 per cent of the paid-up capital within a

leased/hire purchase assets and advances;

Notes:

prescribed period of time ‘bG) @ Q)

(2) The eI|g|b|I|ty,Q(R‘er \shglgoebreckoned with reference to the latest available

audited balance éheéﬁor,zﬁr% pl%wous year.
§ O

185



Annex XIX
Guidelines on issue of Co-Branded Credit Cards

In order to strengthen the NBFC sector by allowing diversification of their area of

business, it has been decided to allow NBFCs, selectively, registered with the

Reserve Bank of India to issue co-branded credit cards with scheduled commercial

banks, without risk sharing, with prior approval of the Reserve Bank, for an initial

period of two years and a review thereafter. NBFCs fulfilling the following minimum
requirements are eligible to apply for issuance of co-branded credit- card:

(i) Minimum net owned fund of 2100 crore; \L:QQ
(i) The company shall have made net profit as per last t@;@years audited
accounts;

(iif) The percentage of net NPAs to net advanc%@of \\I\L_B%C as per the last
audited balance sheet shall not be more tharbﬁ%,s\\
(iv) The non-deposit-taking NBFCs (N%QCS{&Dbs@aII maintain a Leverage
Ratio of 7. While systemically mporteg‘@ncwq?je@lt taking NBFCs (NBFCs-ND-
Sls) and deposit taking NBFCs QKB]?C@*) have CRAR of 15%.
@\\ & Qg)@
2. In addition, the NBFCs shal@‘e 1’@1”’%&0 adhere to the following stipulations:
(i) Operational Aspqu’ \@
(a) The role of‘&e N%Co’énder the tie-up arrangement shall be limited only
to marketnﬁé\a @str«rbu(t-\/ﬁn of the co-branded credit cards. The co-branded
credltéard igsui (\baﬁk shall be subject to all the instructions / guidelines

|S§Jéd by\ltaqﬁ(\ c:e'hed regulatory authority.

\@iﬁ)@@e @br,@%ed credit card issuing bank shall be solely responsible for
|I2;rg%t @KYC requirements in respect of all co-branded cards issued

un<8\ @% tie-up arrangement.

(c) The risks, if any, involved in co-branded credit cards business shall not
get transferred to the business of the NBFC;

(d) The co-branded credit card account shall be maintained by the customer
with the bank and all the payments by the co-branded card holders shall be
in the name of the bank; account if any maintained by the user with the
NBFC shall not be debited for settlement of dues arising out of co-branded

credit card;
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(e) The NBFC entering into tie-up shall be guided by the need to ensure
confidentiality of the customer's accounts. The co-branding NBFC shall not
reveal any information relating to customers obtained at the time of opening
the account and the co-branded credit card issuing bank shall not be
permitted to access any details of customers' accounts that may violate
NBFCs' secrecy obligations.

(f) The bank issuing the card shall put in place suitable mechanism for the
redressal of customer grievances. Customer complaints arising out of
deficiency in the credit card service shall be the responsibility of the bank.

(g) Legal risk, if any, arising out of court cases, damages, etc\i@% be borne

by the issuing bank. Q)’bo
) > &
(i) Other Aspects RS ({/b

Q
(a) The NBFC shall have put in place guide{@@s.oggir(}aractices code as
L L > O &
required in terms of these Directions; @QQ) ‘\\Q ;\\o
(b) The NBFC shall be adhering to gnﬁvvonggu&éﬁstomer Guidelines and
provisions of Prevention of Money &n&e@in@mt;
02 @ 0. , -
(c) The NBFC shall be compl)ng gﬁh\}gﬂ%r instructions and provisions of
RBI Act, 1934 to the extené)‘ébop{gﬁ% be the NBFC concerned;
(d) The NBFC shall c%{i&/ \Qdﬁ %ﬁ}er terms and conditions as the Bank may
. : O 7
specify in this beha{éro%f}m@% time.
»° A @
LO RPN
NV o
3. Further, the pe@%ﬁ,‘% Ii/a%‘?eq_go be withdrawn with a notice period of 3 months
in the event of(\ any &ﬁe@@q’unhealthy operations coming to the notice of the
Bank. &00\‘(\ O((\Q '\oy
SRS

O
O
o

%’3
. O, A
G
2
Sy
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Annex XX

Guidelines on Distribution of Mutual Fund Products by NBFCs
1. NBFCs, which desire to distribute mutual funds, shall be required to adhere to the
following stipulations:
(i) Operational Aspects
(a) The NBFC shall comply with the SEBI guidelines / regulations, including its code
of conduct, for distribution of mutual fund products;
(b) the NBFC shall not adopt any restrictive practice of forcing its customers to go in
for a particular mutual fund product sponsored by it. Its customers shall be allowed to
exercise their own choice; \l}g
(c) the participation by the NBFCs customers in mutual fund prod;@a IS purely on a
voluntary basis and this information shall be stated in all pt@c %Qha{/é:nal distributed

by it in a prominent way. There shall be no 'linkage' e\t}jér dbr\ect &ﬂndlrect between

the provisions of financial services offered by Qjé |ts customers and
@
distribution of the mutual fund products; S & @

(d) the NBFC shall only act as an ag@?ft Qf%@customers forwarding their
applications for purchase/ sale of MF um@ t@%tl{@v\mth the payment instruments, to
the Mutual Fund/ the Registrars/ thQ\Q?aQﬁ% @é\gnts The purchase of units shall be
at the customers' risk and with %QJ{B%G guaranteeing any assured return;

(e) the NBFC shall nelther@*qu&e u@é of mutual funds from the secondary market

for sale to its custom@@ ﬁb} s@gﬂ it buy back units of mutual funds from its

customers; ,QQ\ \ %‘b

(f) in case the NBfFCé) o.lgﬁgc@stody of MF units on behalf of its customers, it shall
ensure that.ﬁow mes&?m‘eoﬁts and the investments belonging to its customers are

kept dgt@g S&er

"b
(ii) Other Rs\oeqts

(a) The NBF% shall have put in place a comprehensive Board approved policy
regarding undertaking mutual funds distribution. The services relating to the same
shall be offered to its customers in accordance with this policy. The policy will also
encompass issues of customer appropriateness and suitability as well as grievance
redressal mechanism. The code of conduct prescribed by SEBI, as amended from
time to time and as applicable, shall be complied with by NBFCs undertaking these

activities;
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(b) the NBFC shall be adhering to Know Your Customer (KYC) Guidelines and

provisions of Prevention of Money Laundering Act.
2. NBFCs shall comply with other terms and conditions as the Bank may specify in

this regard from time to time.
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Annex XXI
Guidelines for Credit Default Swaps - NBFCs as users

Definitions The following definitions are used in these guidelines:
(i) Credit event payment — the amount which is payable by the credit protection seller
to the credit protection buyer under the terms of the credit derivative contract
following the occurrence of a credit event. The payment shall be only in the form of
physical settlement (payment of par in exchange for physical delivery of a deliverable
obligation).
(i) Underlying asset / obligation — The asset®® which a protection buyeqﬁ seeking to
hedge. (iii) Deliverable asset / obligation — any obligation3' of thQ)(?eference entity
which shall be delivered, under the terms of the contrao}&féQr@ event occurs.
(Assets under (iii) above, will rank at least pari- pa%& %Q}umgn to the underlying
obligation). @Q s\\o
(iv) Reference obligation - the obligation3? L@%d I\d‘c@égfate the amount payable
when a credit event occurs under the é@m&%f é\\redlt derivative contract. [A
reference obligation is relevant for ob@h%@% t are to be cash settled (on a par-

less-recovery basis).] C}B <& Q_QQ

2. Operational requweme,g& f@f%D%rb

a) A CDS contract sha%n%pr&&é@’é direct claim on the protection seller and shall be
explicitly referenceﬁq Q&emﬂc Qaﬁbosure so that the extent of the cover is clearly
defined and m@nt(g\@rtgé\ (1/

b) Other tlg{r} no@\p e t'by a protection buyer of premium in respect of the credit
prote@\ ccqﬁraqt}lt s\@l be irrevocable.

c) Ther%@%%ﬂz}({\)%% clause in the contract that shall allow the protection seller
unllaterally%ob@%cel the credit cover or that would increase the effective cost of
cover as a result of deteriorating credit quality in the hedged exposure.

d) The CDS contract shall be unconditional; there shall be no clause in the protection
contract outside the direct control of the NBFC that could prevent the protection
seller from being obliged to pay out in a timely manner in the event that the original

counterparty fails to make the payment(s) due.

30 Please refer to paragraph 2.4 of the circular IDMD.PCD.N0.5053/14.03.04/2010-11 dated May 23, 2011.

31 For the present, only deliverable obligation permitted in terms of guidelines on CDS vide circular IDMD.PCD.No0.5053
/14.03.04/2010-11 dated May 23, 2011.

32 Please refer to paragraph 2.4 of the circular IDMD.PCD.N0.5053/14.03.04/2010-11 dated May 23, 2011.
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e) The credit events specified by the contracting parties shall at a minimum cover:

(i) failure to pay the amounts due under terms of the underlying obligation that
are in effect at the time of such failure (with a grace period that is closely in
line with the grace period in the underlying obligation);

(i) bankruptcy, insolvency or inability of the obligor to pay its debts, or its
failure or admission in writing of its inability generally to pay its debts as they
become due, and analogous events; and

(iii) restructuring of the underlying obligation (as contemplated in the
guidelines on CDS issued vide Circular
No.IDMD.PCD.N0.5053/14.03.04/2010-11 dated May 23, 2(\)&99 involving

forgiveness or postponement of principal, interest or fee%tb%t results in a

credit loss event; (bob OQ/Q({})

(iv) when the restructuring of the underlying o@ti\qp\ls% fﬁat covered by the
CDS, but the other requirements in paragra@%@g&a@ r;&ej(,\partial recognition of
the CDS shall be allowed. If the amoun@éf thOC@g’is less than or equal to
the amount of the underlying obligaﬁgﬁ?w@sg\t?e amount of the hedge can
be recognised as covered. If theq&r?%tﬁ%q@?e CDS is larger than that of the
underlying obligation, then té@%zgﬁ? tqﬁ?eligible hedge is capped at 60% of

the amount of the unde@b% ﬁg n.
N K\gb @%@9

6\@ @0 QO

f) If the CDS specn‘lesggﬁvK \blggbllgatlons that are different from the underlying

obligation, the resy{t@ﬁo‘f %éf%t m%mgtch shall be governed under paragraph (j).

g) The CDS shaano&)&’r@te@or to expiration of any grace period required for a

O .
default on thﬁg@y@%{f@ation to occur as a result of a failure to pay?3 .

S o7 @
O NS
\g\\ 7 2 S
h) If the te§§6r@%yer’s right/ability to transfer the underlying obligation to the

AN
protection %éﬁ\l%g_ S required for settlement, the terms of the underlying obligation

shall provide %at any required consent to such transfer may not be unreasonably
withheld.

i) The identity of the parties responsible for determining whether a credit event has

occurred shall be clearly defined. This determination shall not be the sole

3 Definition of maturity — the maturity of the underlying exposure and the maturity of the hedge shall both be defined
conservatively. The effective maturity of the underlying shall be gauged as the longest possible remaining time before the
counterparty is scheduled to fulfill its obligation, taking into account any applicable grace period.
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responsibility of the protection seller. The protection buyer shall have the right/ability
to inform the protection seller of the occurrence of a credit event.

j) A mismatch between the underlying obligation and the reference obligation or
deliverable obligation is permissible if (1) the reference obligation or deliverable
obligation ranks pari passu with or is junior to the underlying obligation, and (2) the
underlying obligation and reference obligation or deliverable obligation share the
same obligor (i.e. the same legal entity) and legally enforceable cross-default or

cross-acceleration clauses are in place.

(k) A mismatch between the underlying obligation and the obligalt;\ used for
purposes of determining whether a credit event has occurred is p sible if (1) the
latter obligation ranks pari passu with or is junior to the unc{é}é@\ob{;’gatlon and (2)
the underlying obligation and reference obligation sh\@,% thg\sarﬂe obligor (i.e. the
same legal entity) and legally enforceable cross- de@m\&f&cre{s}{s\ acceleration clauses

are in place. (\ \1: N4
) Q

<> <2>

3. Treatment of exposures below ma{e(ﬁa@f t\l;\@holds Materiality thresholds on
payments below which no paymem@(s\q%%equ the event of loss as per the CDS
contract, are equivalent to re Qédctlrstgbss positions and shall be assigned risk
weight of 667% (1/0. 15*10@3 &0}1 r@@n CRAR requirement for NBFCs is 15%) for

capital adequacy purpo@%x@% 8$sq’ectlon buyer.

4. Prudential tree(fm%ﬁY p%é‘tscr@qf event - In case the credit event payment is not
received wmﬁ Qe p as stlpulated in the CDS contract, the NBFC shall ignore
the cre o&:ﬂ%m ofvtﬁé CDS and reckon the credit exposure on the underlying
asset ng@] ;gt%\r@(ppropnate level of capital and provisions as warranted for the
exposure. Qh rQ_@elpt of the credit event payment, (a) the underlying asset shall be
removed fron?the books if it has been delivered to the protection seller; or (b) the
book value of the underlying asset shall be reduced to the extent of credit event
payment received if the credit event payment does not fully cover the book value of
the underlying asset and appropriate provisions shall be maintained for the reduced

value.
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5. Capital Adequacy In terms of Non-Banking Financial Company —Non-Systemically
Important Non-Deposit taking Company (Reserve Bank) Directions, 2016 risk
weights for credit risk for corporate bonds held by NBFCs is 100%. A CDS contract
creates a counterparty exposure on the protection seller on account of the credit
event payment. In case of hedging of the cash position by CDS, the exposure shall
be reckoned on the protection seller subject to the conditions mentioned in para 6
below. NBFCs shall calculate the counterparty credit risk charge for all bought CDS
positions as the sum of the current mark-to-market value, (if positive and zero, if

MTM is negative) and the potential future exposure.

&
6. Treatment of exposure to the protection seller Q)fbo

6.1 Exposure to the underlying asset in respect of the %@gg ’xr{);bsure shall be

Q
deemed to have been substituted by exposure to the K@bg\t@\'r se(ller, if the following
@ )

’ O(\%

N
4 o

a. Operational requirements mentionein)Q\?Jagq.? a(@satisfied

b. There is no maturity mismatcrg@%tv@@n&qe underlying asset and the
@ .
deliverable obligation. If this conditionQ@J %‘F 3@@%%@, then the amount of credit
protection to be recognised shall bé@%ze@? s indicated in paragraph 6.2 below.
In all other cases the exposure@&%ll@e/d%émed to be on the underlying asset.
& o
&N .@ 9

: : N : ,
6.2 Risk weights as a@ﬁﬁc@é Ctg\qfhe underlying assets shall be applied for the
unprotected portngéf)‘f Qt;@% e)(op’osyre. The amount of credit protection shall be
adjusted if there are y,gﬁ%mr&qﬁes between the underlying asset/ obligation and

. S 2@
the dehvera@t@ a\@é(e\t

N Y G
with in c{@an @% follo ?fg paragraphs.
A\ ey

o P @
conditions are satisfied: Q s\\(\

%Eggli”on with regard to asset or maturity. These are dealt

6.3 Misrﬁa@ﬁ%\_@%e amount of credit protection shall be adjusted if there are any
mismatches &tween the underlying asset/ obligation and the deliverable asset /
obligation with regard to asset or maturity.
(i) Asset mismatches: Asset mismatch will arise if the underlying asset is
different from the deliverable obligation. Protection shall be reckoned as
available to the NBFC only if the mismatched assets meet the requirements

specified in paragraph 2 (j) above.
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(i) Maturity mismatches: The NBFC shall be eligible to reckon the amount of
protection if the maturity of the credit derivative contract were to be equal to
the maturity of the underlying asset. If, however, the maturity of the CDS
contract is less than the maturity of the underlying asset, then it shall be
construed as a maturity mismatch. In case of maturity mismatch the amount
of protection shall be determined in the following manner:

a. If the residual maturity of the credit derivative product is less than
three months no protection shall be recognized.

b. If the residual maturity of the credit derivative contract is three

months or more protection proportional to the period for which ig‘%’ available

S
shall be recognised. >

| o S P |
When there is a maturity mismatch the following @@iu&@ie qﬁall be applied.
Pa = P x (t- .25) + (T- .25) Where: Pa = valu%@%{{@?%qf?“protection adjusted
for maturity mismatch P = credit protection@'Q: Qsﬁp @E}\residual maturity of the
credit protection arrangement) ex%éé\%bﬁsa\;rs T = min (5, residual
maturity of the underlying expo\sgg@) E@r%gged in years Example: Suppose
the underlying asset is a c%@&at@%%%@of Face Value of 100 where the
residual maturity is of 5 yga?égn&%g?esidual maturity of the CDS is 4 years.
The amount of credif\%(gegbgn igfc@omputed as under: 100 * {(4-.25) + (5-.25)}
= 100%*(3.75+ 4.7 6{55%@ nce the residual maturity of the CDS contract
reaches thregé@n%@ﬁ B@é{gtion ceases to be recognised.
/ @rb 3 Qq’
6.4 NBFCs a§(\usg® s (%(ﬂrere to all the criteria required for transferring the

X

exposuresé@ﬂ)gt&\tbjo%\r%(e%tion seller in terms of paragraph 6.1 above on an on-

going@%&@g@iw for exposure relief on the underlying asset. In case any
of these\(%rjigig 8@ not met subsequently, the NBFC shall have to reckon the
exposure gﬂ\tgé\%nderlying asset. Therefore, NBFCs shall restrict the total exposure
to an obligor including that covered by way of CDS within an internal exposure
ceiling considered appropriate by the Board of the NBFC in such a way that it shall
not breach the single / group borrower exposure limit prescribed by RBI. In case of
the event of any breach in the single / group borrower exposure limit, the entire
exposure in excess of the limit will be risk weighted at 667%. In order to ensure that

consequent upon such a treatment, the NBFC shall not breach the minimum capital
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requirement prescribed by RBI, it shall keep sufficient cushion in capital in case it

assumes exposures in excess of normal exposure limit.

6.5 No netting of positive and negative marked-to-market values of the contracts with
the same counterparty shall be allowed for the purpose of complying with the

exposure norms.

7. General Provisions Requirements
For the CDS positions of NBFCs, they shall hold general provisions for gross positive

marked-to-market values of the CDS contracts. O

\i§\
o

8. Reporting Requirement: S Q

N
On a quarterly basis, NBFCs shall report “total exposmgqf*\i@éh @e??s where they
have assumed exposures against borrowers in exce%@'ofg&e normal single / group
exposure limits due to the credit protectionsﬁgb%a@é% 6&)9 them through CDS,
guarantees or any other permitted instrumené@%f %@kj.@%? transfer, to the Regional
Office of Department of Supervision whe;gc\tﬂe&@%)e @stered.
X
NN
)
9. NBFCs shall also disclose in thg@\@%%_ counts of balance sheet the details
given in annex below: Q\K@ Q/ Q)b
X \Y (b%
& & Q
Lo Q\ \@
>
© & &
&‘Q ,0"0 / ({/b
Q
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Annex

Format of Disclosure to be made in the Annual Financial Statements

196

(% crore)
1. |No. of transactions during the year
2. |Amount of protection bought during the
year
3. [No. of transactions where credit event @\J
payment was received during the year n_(b(\
a) |pertaining to current year's O ~;
transactions X ‘\gooc{lib
b) |pertaining to previous year(s) \@0 .Q,\\ v
transactions 2 O L
4. |Outstanding transactions as on March 4Q,Q O‘\\\ C’JQU
N
31 O 6@
a) [No. of Transactions “Q)U ;{O\A\)
b) |Amount of protection 2 @[O0
5. |Net income / profit (expendi ‘e/jgé\s SO
in respect of CDS transaQ@an@nn%
year-to-date ‘@ / XQ‘
a) |premium paid Q\ OQ Q)
b) |Credit event yn@ﬁs@%ived
(net of v of-deliver@ble
obligatioR). < (.AQ(O
T N Y
&‘Q ,b"o / ({/b
DD
Q @ &
AR Y
M N0 @
NN PN
NI o xO
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Annex XXIII

Guidelines on Private Placement of NCDs (maturity more than 1 year) by
NBFCs
1. NBFCs shall put in place a Board approved policy for resource planning which,
inter-alia, shall cover the planning horizon and the periodicity of private placement.
2. The issues shall be governed by the following instructions:
i. ~ The minimum subscription per investor shall be ¥20,000 (Rupees Twenty
thousand);

i. The issuance of private placement of NCDs shall be }g\\%/(v\? separate
categories, those with a maximum subscription g}Iesi\g?ag %1 crore and
those with a minimum subscription of %1 cror%&d\@%vég’er investor;

iii. There shall be a limit of 200 subscrib@gfg@g/g@”ﬁnancial year, for
issuance of NCDs with a maximum su@%riﬁbn@oﬁess than %1 crore, and
such subscription shall be fully s%@@g% &\\Q\K

iv. ~There shall be no limit orjofgve g@m{(h@oof subscribers in respect of
issuances with a minimur&%u%o%p@ of ¥1crore and above; the option
to create security in f Qr ,o%sgﬁsgcribers shall be with the issuers. Such
unsecured debentq@;\s Q@%I@S‘l be treated as public deposits as defined
. . 9 @0
in these Directighs.& (&@

v. An NBF%@ I‘[;&i&lie'ﬁébentures only for deployment of funds on its own
balancg&sh@@%q ngﬂ(:% facilitate resource requests of group entities /
pa&éht @%p@@? '/\@s}ociates.

Vi. d&(g &@FC)OSI@H not extend loans against the security of its own

$&Q\g&?e(\r¢'§ﬁ'\e§}@ssued either by way of private placement or public issue).

3. Tax € eéqp?bé&j s offered by NBFCs are exempted from the applicability of the
circular. &;}\

4. For NCDs of maturity upto one year, guidelines on Issuance of Non-Convertible
Debentures (Reserve Bank) Directions, 2010, dated June 23, 2010, by Internal Debt

Management Department, RBI shall be applicable.
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Annex XXV

Directions on Managing Risks and Code of Conduct in Outsourcing of

Financial Services by NBFCs

1. Introduction

1.1 'Outsourcing' is defined as the NBFC’s use of a third party (either an affiliated
entity within a corporate group or an entity that is external to the corporate group) to
perform activities on a continuing basis that would normally be underta@en by the
NBFC itself, now or in the future. ’b&:\(\
‘Continuing basis' includes agreements for a limited period.ob be‘b

1.2 NBFCs have been outsourcing various activitiesb&d\g\!% (ﬁé?'fce exposed to
various risks as detailed in para 5.3. Further, the@@%s(@%e ctivities are to be
brought within regulatory purview to a) protec{&e@e@réé? of the customers of
NBFCs and b) to ensure that the NBFC co@?ngﬁ\‘%r@§he Reserve Bank of India
have access to all relevant books, recQZ@s q j\@?mation available with service
provider. Typically outsourced fing@bﬁgs_g}viéé(sb include applications processing
(loan origination, credit card)‘,&gie\'?;um%n&p@rocessing, marketing and research,
supervision of loans, data R@}eé@%gb&hd back office related activities, besides
others. ,06\@0\@0\@@
1.3 Some key rj§g§\@\ @%urcing are Strategic Risk, Reputation Risk,
Compliance Risk,/'%%@@off%Q\a’f @gk Legal Risk, Exit Strategy Risk, Counterparty
Risk, Countrl\QRis&\QC ?\63[& Risk, Access Risk, Concentration and Systemic
Risk. The@(ﬂu&é\%f@%e@dce provider in providing a specified service, a breach in
secur.j@ﬁ‘%c\%kfﬂ%’eg@li@égr non-compliance with legal and regulatory requirements by
the servi .@@Siqc)@pcan lead to financial losses or loss of reputation for the NBFC
and could ;ﬁsgfgad to systemic risks.

14 It is therefore imperative for the NBFC outsourcing its activities to ensure
sound and responsive risk management practices for effective oversight, due
diligence and management of risks arising from such outsourced activities. The
directions are applicable to material outsourcing arrangements as explained in para
3 which may be entered into by an NBFC with a service provider located in India or
elsewhere. The service provider may either be a member of the group/ conglomerate

to which the NBFC belongs, or an unrelated party.
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1.5 The underlying principles behind these directions are that the regulated entity
shall ensure that outsourcing arrangements neither diminish its ability to fulfil its
obligations to customers and RBI nor impede effective supervision by RBI. NBFCs,
therefore, have to take steps to ensure that the service provider employs the same
high standard of care in performing the services as is expected to be employed by
the NBFCs, if the activities were conducted within the NBFCs and not outsourced.
Accordingly, NBFCs shall not engage in outsourcing that would result in their internal
control, business conduct or reputation being compromised or weakened.

1.6 (i) These directions are concerned with managing risks in outsourcing of
financial services and are not applicable to technology-relate%&\%’sues and
activities not related to financial services, such as usage of er, catering of
staff, housekeeping and janitorial services, security of(b@e Qfé’rmges movement
and archiving of records, etc. NBFCs which desire @Qut\s&\uf%grl%nancial services
2 ,%(é%ngements would be
subject to on-site/ off- site monitoring and inspe@%nﬂs%r%@cﬁ by RBI.
(ii) In regard to outsourced sewicesq%%@@og\credit cards, RBl's detailed
instructions  contained in its ciro@?a%@%@\\ocredit card activities  vide
DBOD.FSD.BC.49/24.01.011/200506@<\<\g§’t%e‘d?,.®210vember 21, 2005 would be

applicable. Q‘\\Q’ Q/ O

would not require prior approval from RBI. Howe@?e@

2, Activities that %@%ﬁutsourced

NBFCs which cho@o‘fg&é%t@g’c%ﬂnancial services shall, however, not outsource
core managemoerft wﬁti%ﬁé h@rllﬁding Internal Audit, Strategic and Compliance
functions a@e\g’éﬁ\o@%@%ﬂmnctions such as determining compliance with KYC
normkf@g\%ej}n@%é\%q&t accounts, according sanction for loans (including retail
loans)™ a r@a@?ﬁent of investment portfolio. However, for NBFCs in a
group/co}@%e@%, these functions may be outsourced within the group subject to
compliance w?f?instructions in Para 6. Further, while internal audit function itself is a

management process, the internal auditors can be on contract.
3. Material Outsourcing

For the purpose of these directions, material outsourcing arrangements are those

which, if disrupted, have the potential to significantly impact the business operations,
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reputation, profitability or customer service. Materiality of outsourcing would be
based on:

e the level of importance to the NBFC of the activity being outsourced as well as
the significance of the risk posed by the same;

e the potential impact of the outsourcing on the NBFC on various parameters
such as earnings, solvency, liquidity, funding capital and risk profile;

e the likely impact on the NBFC'’s reputation and brand value, and ability
to achieve its business objectives, strategy and plans, should the service
provider fail to perform the service;

e the cost of the outsourcing as a proportion of total operatin%@%ts of the

NBFC; Q)’bo
. : O §
e the aggregate exposure to that particular service p@l@ er;%es where the
: : & N\
NBFC outsources various functions to the sam%\ %{ee pro Ider and

(\
e the significance of activities outsourced ier%nst\éﬁ 8’i&ustomer service and
)

AN )
protection. Q)@Q ‘b& O’\‘
AR 20N
Q@ 0
X
ory Requirements

4, NBFC's role and Regulatory %fﬁ(b%ﬁ)%@
4.1 The outsourcing of any activ@%ﬂ&@@%oes not diminish its obligations, and
those of its Board and seniorqﬁ%@b&@ who have the ultimate responsibility for
the outsourced activity. Naﬁs{qﬁhlﬁ%refore be responsible for the actions of their
service provider inch@?g@\@?r \Q)Sales Agents/ Direct Marketing Agents and
recovery agents aﬁ‘é\% \onﬁdeﬁﬁality of information pertaining to the customers
that is availablg\ﬁg{n\ghe éi(fégprovider. NBFCs shall retain ultimate control of the
outsource%\ﬁﬁgv'@. QO(Q@‘\

4.2 i&@[@ﬁerg)\tﬁe ,@athe NBFC, when performing its due diligence in relation to

A , o "

outsoure‘\@:g\@%%r@der all relevant laws, regulations, guidelines and conditions of
approval, Ifég%@% or registration.

4.3 Outsourcing arrangements shall not affect the rights of a customer against the
NBFC, including the ability of the customer to obtain redress as applicable under
relevant laws. In cases where the customers are required to deal with the service
providers in the process of dealing with the NBFC, NBFCs shall incorporate a clause
in the relative product literature/ brochures, etc., stating that they may use the
services of agents in sales/ marketing etc. of the products. The role of agents may

be indicated in broad terms.
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4.4 The service provider shall not impede or interfere with the ability of the NBFC
to effectively oversee and manage its activities nor shall it impede the Reserve Bank
of India in carrying out its supervisory functions and objectives.

4.5 NBFCs need to have a robust grievance redress mechanism, which in no way
shall be compromised on account of outsourcing.

4.6 The service provider, if not a group company of the NBFC, shall not be owned
or controlled by any director of the NBFC or their relatives; these terms have the

same meaning as assigned under Companies Act, 2013.

5. Risk Management practices for Outsourced Financial Servi&g@g
5.1 Outsourcing Policy @Q
An NBFC intending to outsource any of its financial actl\(@e éha}l{/’put in place a
comprehensive outsourcing policy, approved by its B((}c@}i )g}nch%corporates inter
alia, criteria for selection of such activities as well @sg\@cq\@wders delegation of
authority depending on risks and materiality a@%ygle%g@o monitor and review the
operations of these activities. ~Q Q)‘b (\
,b% @QJ O

5.2 Role of the Board and Senig Qﬁ%{i@%nt
5.2.1 Role of the Board O\@ Q/ @
The Board of the NBFC, o.@é Cgﬁnm@fbe of the Board to which powers have been
delegated shall be resp@%b@mt%ha for the following:
i. approving a fr@waﬁ?to g?/a-gjate the risks and materiality of all existing and

prospective oOts% r,\génqﬁhe policies that apply to such arrangements;
ii. laying d@ﬁn gp\pr%dﬁ%te\%pproval authorities for outsourcing depending on risks

§@ate@9w>® O

i u@@le administrative framework of senior management for the

purpos’q\of t&bse directions;

iv. undertakl% regular review of outsourcing strategies and arrangements for their
continued relevance, and safety and soundness and

v. deciding on business activities of a material nature to be outsourced and

approving such arrangements.
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5.2.2 Responsibilities of the Senior Management

Vi.

Evaluating the risks and materiality of all existing and prospective outsourcing,

based on the framework approved by the Board;

. developing and implementing sound and prudent outsourcing policies and

procedures commensurate with the nature, scope and complexity of the

outsourcing activity;

. reviewing periodically the effectiveness of policies and procedures;

.communicating information pertaining to material outsourcing risks to the Board

in a timely manner;
ensuring that contingency plans, based on realistic and proba\&%gdisruptive
scenarios, are in place and tested; Q)fbo

ensuring that there is independent review and audltc%r @nﬁﬂlzmce with set

policies and \@6 \(b@%f&

vii. undertaking periodic review of outsourcmqfarm@gg\@nts to identify new

5.3

material outsourcing risks as they arise. (\K

Evaluation of the Risks Q(b

The NBFCs shall evaluate and gua:’@%@s @ following risks in outsourcing:

Vi.

Strategic Risk — Whe@*ﬁﬁe@erv‘g}e provider conducts business on its own
behalf, |ncon3|stent\®1th®®e Q@rall strategic goals of the NBFC.
Reputation R|§R\(b @he&q’the service provided is poor and customer
mteractlorK@ noi, copg’ste:pt with the overall standards expected of the
NBFC 4 @ (\* q,

nﬁia@\e %@( —t\%here privacy, consumer and prudential laws are not
@? ejg\gf)lgp%ed with by the service provider.

cﬁa@lek- Arising out of technology failure, fraud, error, inadequate

Hnﬁhc:la@zbapamty to fulfil obligations and/ or to provide remedies.
LegapRlsk — Where the NBFC is subjected to fines, penalties, or punitive
damages resulting from supervisory actions, as well as private settlements
due to omissions and commissions of the service provider.
Exit Strategy Risk — Where the NBFC is over-reliant on one firm, the loss of
relevant skills in the NBFC itself preventing it from bringing the activity back
in-house and where NBFC has entered into contracts that make speedy

exits prohibitively expensive.
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Vii. Counter party Risk — Where there is inappropriate underwriting or credit
assessments.

viii.  Contractual Risk — Where the NBFC may not have the ability to enforce the
contract.

iX. Concentration and Systemic Risk — Where the overall industry has
considerable exposure to one service provider and hence the NBFC may

lack control over the service provider.

X. Country Risk — Due to the political, social or legal climate creating added
risk.
5.4 Evaluating the Capability of the Service Provider '\Q\Q

5.4.1 In considering or renewing an outsourcing arrangement%egpropnate due
diligence shall be performed to assess the capability o{@n reoﬁbe provider to
comply with obligations in the outsourcing agreemen{eéued}rh ence shall take into
consideration qualitative and quantitative, flnant@' o&r%ﬁéﬁal and reputational
factors. NBFCs shall consider whether the serw\s;é p{g?de\&q)systems are compatible
with their own and also whether their stand@%s@fzb@‘prmance including in the area
of customer service are acceptable to |@Bgés Qﬁéll also consider, while evaluating
the capability of the service prov@ér,@% @relatlng to undue concentration of
outsourcing arrangements wﬂ%@%lr@e sgbwce provider. Where possible, the NBFC
shall obtain independent r@ev&{)\ar@"&narket feedback on the service provider to

\
supplement its own fmd@@s O 0(&
5.4.2 Due dlllgngé shéﬁ’ my%ﬁvg an evaluation of all available information about

the service prowdér ﬁ %R% b&not limited to the following:
i. past eaﬁerlgﬁe @?d'\&mpetence to implement and support the proposed

" ?§@?y (@%r @g)cgoﬁ‘acted period;

I,g:ecﬁr@%ss and ability to service commitments even under adverse

condn((bnrg\6

iii. business reputation and culture, compliance, complaints and outstanding or
potential litigation;

iv. security and internal control, audit coverage, reporting and monitoring
environment, business continuity management and

v. ensuring due diligence by service provider of its employees.
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5.5 The Outsourcing Agreement
The terms and conditions governing the contract between the NBFC and the service
provider shall be carefully defined in written agreements and vetted by NBFC's legal
counsel on their legal effect and enforceability. Every such agreement shall address
the risks and risk mitigation strategies. The agreement shall be sufficiently flexible to
allow the NBFC to retain an appropriate level of control over the outsourcing and the
right to intervene with appropriate measures to meet legal and regulatory obligations.
The agreement shall also bring out the nature of legal relationship between the
parties - i.e. whether agent, principal or otherwise. Some of the key provisions of the
contract shall be the following: \&9
i. the contract shall clearly define what activities are going ggb(ae outsourced
including appropriate service and performance standa;gi@, OQ/ ({/b
i. the NBFC must ensure it has the ability to agﬁss\f@\ﬂ g{:b%s, records and
information relevant to the outsourced activity &‘é{ﬂiﬁ& \{{tﬁ\he service provider;
iii. the contract shall provide for continuous@on@o?imkg@%nd assessment by the
NBFC of the service provider so that a&%@rggié{y corrective measure can be
taken immediately; \\(b(o QGQ)\(S\\O

)

iv. a termination clause and minig{@?@.@rg@% execute a termination provision, if

deemed necessary, shall t@é&c&@éd@é

v. controls to ensure custégﬂgrgd&aq’%%fidentiality and service providers' liability in
case of breach (@@e{@r\}t)@ﬁﬁd leakage of confidential customer related
information sha\blﬁb% ;z@%rp/o%ta_gl;

vi. there mustobe/coaﬁg%ﬁéycq%ns to ensure business continuity;

vii. the con{@%t,gh\a\(l\l g%%ideq’fbr the prior approval/ consent by the NBFC of the use

of\g@c&&&g\%&t&o@ie service provider for all or part of an outsourced activity;
g@rqxlé’e @@ NBFC with the right to conduct audits on the service provider

whethe'(‘b)%{_& internal or external auditors, or by agents appointed to act on its

viii. it sh
behalf an@to obtain copies of any audit or review reports and findings made on
the service provider in conjunction with the services performed for the NBFC;

ix. outsourcing agreements shall include clauses to allow the Reserve Bank of India
or persons authorised by it to access the NBFC's documents, records of
transactions, and other necessary information given to, stored or processed by

the service provider within a reasonable time;
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X. outsourcing agreement shall also include a clause to recognise the right of the
Reserve Bank to cause an inspection to be made of a service provider of an
NBFC and its books and account by one or more of its officers or employees or
other persons;

xi. the outsourcing agreement shall also provide that confidentiality of customer's
information shall be maintained even after the contract expires or gets
terminated and

xii. the NBFC shall have necessary provisions to ensure that the service provider

preserves documents as required by law and take suitable steps to ensure that

its interests are protected in this regard even post termination of th\ep ices.
Xl
5.6 Confidentiality and Security Qb N ({/b
5.6.1 Public confidence and customer trust in the N@C @\a pﬂereqmsne for the
stability and reputation of the NBFC. Hence theqﬂg seek to ensure the

preservation and protection of the securthL aqd c\Q@&' Identiality of customer
information in the custody or possession ofﬁ% sQﬁ@ic@prowder

5.6.2 Access to customer mformahom{s@ séﬁﬁ‘f Qg\\the service provider shall be on
'need to know' basis i.e., limited to\t@os(gga&@@where the information is required in
order to perform the outsource%{gﬁ n. @6
5.6.3 The NBFC shall ensm.@‘tt&dﬁh%’éerwce provider is able to isolate and clearly
identify the NBFC's cu@ﬁre@ﬁfo@gétlon documents, records and assets to protect
the confidentiality &f(ﬂwe wﬁ%rrpao'ﬂq% In instances, where service provider acts as an
outsourcing agen(fo&)ﬁﬂ Cs, care shall be taken to build strong safeguards
so that therezﬁ ng\’borgnﬁglngo—’of information / documents, records and assets.

5.6.4 h\'@éN@C\gﬁa&b@ewew and monitor the security practices and control
proces &@? 1;}3@ Sb@%e provider on a regular basis and require the service provider
to dlsclose%écu@y breaches.

5.6.5 The N&C shall immediately notify RBI in the event of any breach of security
and leakage of confidential customer related information. In these eventualities, the

NBFC would be liable to its customers for any damages.
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5.7 Responsibilities of Direct Sales Agents (DSA)/ Direct Marketing Agents
(DMA)/ Recovery Agents

5.7.1 NBFCs shall ensure that the DSA/ DMA/ Recovery Agents are properly
trained to handle their responsibilities with care and sensitivity, particularly aspects
such as soliciting customers, hours of calling, privacy of customer information and
conveying the correct terms and conditions of the products on offer, etc.

5.7.2 NBFCs shall put in place a board approved Code of conduct for DSA/ DMA/
Recovery Agents, and obtain their undertaking to abide by the code. In addition,
Recovery Agents shall adhere to extant instructions on Fair Practices Code for
NBFCs as also their own code for collection of dues and repossessior&b@&ecurity It
is essential that the Recovery Agents refrain from action that Q%QB damage the
integrity and reputation of the NBFC and that they &é%% rgmct customer
confidentiality. \@6 @ %fl,

5.7.3 The NBFC and their agents shall not reso@@(g @nr@?on or harassment of
any kind, either verbal or physical, against any@érsqn in {ﬁglr debt collection efforts,
including acts intended to humiliate pubh:&’y@rb@vde upon the privacy of the
debtors' family members, referees am@frg:ﬁds\(ﬁndlng inappropriate messages
either on mobile or through soma&?nqgié% @lng threatening and/or anonymous
calls, persistently3 calling the OV(er agb/ or calling the borrower before 8:00 a.m.
and after 7:00 p.m. for re@\/eg}of@erdue loans, making false and misleading
representations, etc. A@\@O@Bn@ﬂhls regard will be viewed seriously.

574 The abovg&pé?a{?ph/%rg is not applicable to microfinance loans covered
under Master Dﬁ'ec;t% -ﬁ\ARﬁ%rve Bank of India (Regulatory Framework for

Mlcroflnancefoan’é?aﬂ%%tlmoﬁ%, 2022 dated March 14, 2022, (as amended from time

N
to tlm§®é @b @Q ~Q®
0\ o
\6\ ’b b
5.8 Busn’qéss\evontmunty and Management of Disaster Recovery Plan

581 An NB?C shall require its service providers to develop and establish a robust
framework for documenting, maintaining and testing business continuity and
recovery procedures. NBFCs need to ensure that the service provider periodically
tests the Business Continuity and Recovery Plan and may also consider occasional

joint testing and recovery exercises with its service provider.

34 For example- calling repeatedly
3 Inserted vide circular DOR.ORG.REC.65/21.04.158/2022-23 dated August 12, 2022.
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5.8.2 In order to mitigate the risk of unexpected termination of the outsourcing
agreement or liquidation of the service provider, NBFCs shall retain an appropriate
level of control over their outsourcing and the right to intervene with appropriate
measures to continue its business operations in such cases without incurring
prohibitive expenses and without any break in the operations of the NBFC and its
services to the customers.

5.8.3 In establishing a viable contingency plan, NBFCs shall consider the
availability of alternative service providers or the possibility of bringing the
outsourced activity back in-house in an emergency and the costs, time and
resources that would be involved. \&9

5.8.4  Outsourcing often leads to the sharing of facilities opera%g)@%y the service
provider. The NBFC shall ensure that service provide;g\\%r éq’/’.lo isolate the
NBFC's information, documents and records, and othe\@sg\%éf grﬂs is to ensure that
in appropriate situations, all documents, record&@{x&nsg@ﬁ\ons and information
given to the service provider, and assets of tbé N&J%\@gn be removed from the
possession of the service provider in ordeoq’g) @%%@\e its business operations, or

© @ 0
deleted, destroyed or rendered unusab}Q@ QKA \rf)\'\

RN RN
C}\O Q_Q)Q‘@Q
5.9 Monitoring and Contro@%&(e@ed Activities
5.9.1 The NBFC shall (@ve m}\[@b%e a management structure to monitor and

control its outsourcing @&/lt\@\ Ict)rgg(all ensure that outsourcing agreements with the
service provider @%@roy%%gs to address their monitoring and control of
Q

- Q
outsourced actlvm’es@® P

59.2 AKQ&]Q’LF\@IQ‘%S&&O%é” material outsourcing that is readily accessible for
review @\%&gsqcérgb%enior management of the NBFC shall be maintained. The
recorﬁ%@ bba\ﬁi\p@?ed promptly and half yearly reviews shall be placed before the
Board or\ R‘@((\I\(g@]agement Committee.

5.9.3 Regul?r audits by either the internal auditors or external auditors of the NBFC
shall assess the adequacy of the risk management practices adopted in overseeing
and managing the outsourcing arrangement, the NBFC's compliance with its risk
management framework and the requirements of these directions.

5.9.4 NBFCs shall at least on an annual basis, review the financial and operational
condition of the service provider to assess its ability to continue to meet its

outsourcing obligations. Such due diligence reviews, which can be based on all

207



available information about the service provider shall highlight any deterioration or
breach in performance standards, confidentiality and security, and in business
continuity preparedness.

5.9.5 In the event of termination of the outsourcing agreement for any reason in
cases where the service provider deals with the customers, the same shall be
publicized by displaying at a prominent place in the branch, posting it on the web-
site, and informing the customers so as to ensure that the customers do not continue
to deal with the service provider.

5.9.6 Certain cases, like outsourcing of cash management, might involve

@(R’d its sub-

reconciliation of transactions between the NBFC, the service provider

A
contractors. In such cases, NBFCs shall ensure that reconciliati f transactions

between the NBFC and the service provider (and/ or its s(bt(@c aget?.vr), are carried

out in a timely manner. An ageing analysis of entr@p%&ﬂg%conciliation with

outsourced vendors shall be placed before the Au%@%m\@% of the Board (ACB)
© : :

and NBFCs shall make efforts to reduce th%@fdgl%t@@ng items therein at the

earliest. ~Q® Q)‘b Q
. L a2 & O - :
5.9.7 A robust system of internal audit q{%lléﬁtsgg?t:ed activities shall also be put in

o
place and monitored by the ACB ofé&g\@%pQ
O

5.10 Redress of Grievances r%g@ed,go Outsourced Services
X0 Q

i.  NBFCs shall con V@t%‘@%e%@nce Redressal Machinery as contained in RBI's
circular_on Grievanee @Sdré'e%’al Mechanism vide DNBS.CC.PD.No0.320/03.10.
,é\" o7, “3 _
01/2012-13 date Fqg&ugw (11(/51/ 013. At the operational level, all NBFCs shall
display thg&n@gag&(bg@tact details (Telephone/ Mobile nos. as also email
addres&@f éhp\ogﬁega Redressal Officer prominently at their branches/ places
whe@\b@eg’s\(blédjgnsacted. The designated officer shall ensure that genuine
grievah%%(s@?{éétomers are redressed promptly without involving delay. It shall be

clearly indioé(féd that NBFCs' Grievance Redressal Machinery will also deal with
the issue relating to services provided by the outsourced agency.

ii. Generally, atime limit of 30 days may be given to the customers for preferring
their complaints/ grievances. The grievance redressal procedure of the NBFC and
the time frame fixed for responding to the complaints shall be placed on the
NBFC's website.
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5.11 Reporting of transactions to FIU or other competent authorities
NBFCs would be responsible for making Currency Transactions Reports and
Suspicious Transactions Reports to FIU or any other competent authority in respect

of the NBFCs' customer related activities carried out by the service providers.

6. Outsourcing within a Group/ Conglomerate
6.1 In a group structure, NBFCs may have back-office and service arrangements/
agreements with group entities e.g. sharing of premises, legal and other professional
services, hardware and software applications, centralize back-office functions,
outsourcing certain financial services to other group entities, etc. Before \g)_;ering into
such arrangements with group entities, NBFCs shall have a Board (gsﬁroved policy
and also service level agreements/arrangements with theirg\{pu%@gﬁﬁgs, which shall
also cover demarcation of sharing resources i.e. premisgg,’pe\%omﬁé, etc. Moreover
the customers shall be informed specifically aboub@%\@%&&l? which is actually
offering the product/service, wherever there are@r%lttspﬁg g%up entities involved or
any cross selling observed. \QQ)Q) Q)fbo ®Q\
6.2  While entering into such arrange\ggﬁts(ﬁ'B(lg\@ shall ensure that these:
a. are appropriately documented ;\i}@ﬁvrigﬁn@ Q@}eements with details like scope of
services, charges for the servj\geg’ and rég@ﬁaining confidentiality of the customer's
data; \Q}Q c’;\\o@"(}(o
b. do not lead to anyéoﬁfu%ég’ggahe customers on whose products/services they

are availing by clearp
o) arc e

NBFC and those 0 l@@t@ r@p entities are undertaken;
c. do not (czgiﬁpm@%s&@%@bility to identify and manage risk of the NBFC on a
stand-a{@a&e @§§QO S

NV ° . o . :
d. mobﬁe&eﬁoﬂﬁ? RBI from being able to obtain information required for the
super\}l\sig@z%{gé NBFC or pertaining to the group as a whole; and

%@%aIC&marcation of the space where the activities of the

e. incorpora@a clause under the written agreements that there is a clear obligation
for any service provider to comply with directions given by the RBI in relation to the
activities of the NBFC.
6.3 NBFCs shall ensure that their ability to carry out their operations in a sound
fashion would not be affected if premises or other services (such as IT systems,
support staff) provided by the group entities become unavailable.
6.4 If the premises of the NBFC are shared with the group entities for the purpose

of cross-selling, NBFCs shall take measures to ensure that the entity's identification
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is distinctly visible and clear to the customers. The marketing brochure used by the
group entity and verbal communication by its staff/ agent in the NBFCs premises
shall mention nature of arrangement of the entity with the NBFC so that the
customers are clear on the seller of the product.

6.5 NBFCs shall not publish any advertisement or enter into any agreement
stating or suggesting or giving tacit impression that they are in any way responsible
for the obligations of its group entities.

6.6 The risk management practices expected to be adopted by an NBFC while
outsourcing to a related party (i.e. party within the Group / Conglomerate) would be

identical to those specified in Para 5 of this directions. \&9

N

fbfb
OQQ({})

7.1 The engagement of service providers in a forei\@é%%ﬁ%%xposes an NBFC

to country risk - economic, social and political co@&)\mﬁ\ events in a foreign
& -
country that may adversely affect the NBF@@, Sg@? c\e@%ltlons and events could
prevent the service provider from carryin tfb@t@’ms of its agreement with the
Q@ O
NBFC. To manage the country risksq'&/ogéd\@\\such outsourcing activities, the

)
NBFC shall take into accounto Q.@s I@Qmonitor government policies and

7. Offshore outsourcing of Financial Services oS

political, social, economic a@&?e /c%bdltions in countries where the service
provider is based, both dg@g éﬁ% @W%assessment process and on a continuous
basis and establish so@@ @:g@gfes for dealing with country risk problems.
This includes hay@%gg}?ognoa)tebcontingency and exit strategies. In principle,
arrangements Qsh(allgﬁy,bbé qﬁtered into with parties operating in jurisdictions
generally ug&%ld{n§c@i%e%iélity clauses and agreements. The governing law of

O A » "
the ag@e%@qs@gﬁ s('ge%’ be clearly specified.

N N\
7.2 J@@c}})«&fe@ﬂtsourced outside India shall be conducted in a manner so as
A
not to hind@?oe%@?s to supervise or reconstruct the India activities of the NBFC in a

timely manner:
7.3  As regards the offshore outsourcing of financial services relating to Indian
Operations, NBFCs shall additionally ensure that
a) Where the off-shore service provider is a regulated entity, the relevant off-shore
regulator will neither obstruct the arrangement nor object to RBI inspection visits/

visits of NBFCs internal and external auditors.
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b) The availability of records to management and the RBI will withstand the
liquidation of either the offshore custodian or the NBFC in India.

c) The regulatory authority of the offshore location does not have access to the
data relating to Indian operations of the NBFC simply on the ground that the
processing is being undertaken there (not applicable if offshore processing is done
in the home country of the NBFC).

d) The jurisdiction of the courts in the offshore location where data is maintained
does not extend to the operations of the NBFC in India on the strength of the fact
that the data is being processed there even though the actual transactions are
undertaken in India and \&\Q

e) All original records continue to be maintained in India. Q)fbo
>

O &
S v
N 6\(0 (X
P S
R & &
QT O
NSRS
& Q
Y N2
NN
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Annex XXVI

Regulatory Guidance on Implementation of Indian Accounting Standards by
NBFCs?3¢
The responsibility of preparing and ensuring fair presentation of the financial
statements of the NBFC vests primarily with its Board of Directors. The Reserve
Bank, expects a high quality implementation of Ind AS which will require detailed
analysis, application of judgment and detailed documentation to support judgments.
These guidelines focus on the need to ensure consistency in the application of the
accounting standards in specific areas, including asset classificstion and
provisioning, and provide clarifications on regulatory capital in the Eghq of Ind AS
implementation. It may be noted that these instructions g1d goglé%(gnes relate to
specific prudential aspects of Ind AS implementation by N@%@m@re not meant to
provide a comprehensive commentary on th@@ ag&ung'ng standards or
comprehensive technical interpretation of the st@ggjagdé\@@) intended to cover all
possible situations. Accordingly, with respect@@n@‘ér@%t dealt with in this Annex,
NBFCs are required to refer to the r@ﬁie@%&@nting standards, application
guidance, educational material and é{fﬁ%@@ﬁé@@'tions issued by the Institute of
Chartered Accountants of India (I%&‘?/Q‘qug
\K‘OQ QG
1. Governance Framewaik @(}\ Q)"b%
(@) In view of the cri@y@‘ﬂh@@tature of the business model in determining the
classification ,Q{Q@w%a)gél /aos%oe.gs and restrictions on subsequent reclassification,
NBFCs are/a%\ﬁgeqb@ (@? in place Board approved policies that clearly
articul Q‘a@}tg\do@m?‘neﬁt”their business models and portfolios. NBFCs shall

N O

N <
3 3 ‘6 ‘t&ﬁfeéqﬁfectives for managing each portfolio.
SR
(b) NB@gﬁlgﬁme their policy for sales out of amortised cost business model

A\
portfo(ﬁo%,ggﬁ disclose the same in their notes to financial statements.

(c) The Reserve Bank expects the Board of Directors to approve sound
methodologies?®’ for computation of Expected Credit Losses(ECL) that address
policies, procedures and controls for assessing and measuring credit risk on all

lending exposures, commensurate with the size, complexity and risk profile

% NBFCs that are required to implement Ind AS in terms of Companies (Indian Accounting Standards) Rules, 2015 as
amended from time to time

37 NBFCs may draw reference to Guidance on Credit Risk and Accounting for Expected Credit Losses issued by Basel
Committee on Banking Supervision (BCBS) in December 2015, which is structured around 11 principles out of which first eight
principles deal with supervisory guidance and inter-alia cover Board/Senior Management’s responsibilities, adoption of sound
methodologies for credit risk measurement, disclosure requirements etc.
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(d)

specific to the NBFC. The parameters and assumptions considered as well as
their sensitivity to the ECL output should be documented. NBFCs are advised
to not make changes in the parameters, assumptions and other aspects of their
ECL model for the purposes of profit smoothening. The rationale and
justification for any change in the ECL model should be documented and
approved by the Board. Similarly, any adjustments to the model output (i.e. a
management overlay) should be approved by the Audit Committee of the Board

(ACB) and its rationale and basis should be clearly documented.

Ind AS 109 does not explicitly define default3®, but requires entitie& to define
default in a manner consistent with that used for interr;r\q’lxocredit risk

management. It is recommended that the definition_of dgb%lt adopted for

(&)
accounting purposes is guided by the definition usbeﬁ\f@ nt)ory purposes.
The ACB should approve the classification g&%c%@n&\%i at are past due

beyond 90 days but not treated as impairs@gwgh\?hg%tionale for the same
clearly documented. Further, the nu&@‘er @#‘@éﬁo accounts and the total

>
amount outstanding and the overdu(gﬁn&w%s\él%uld be disclosed in the notes
N
to the financial statements. X 0 \°
o) )

)
Regardless of the way in K@H?cry%%%%gl% assesses significant increase in
credit risk, there is a re{;ﬁ\ta@pge%umption under Ind AS 109 that the credit
: 2. Q S o y
risk on a financia ,g%s\ﬁﬁarggl creased significantly since initial recognition
when contractu@ a;@rendgcére more than 30 days past due. Ind AS 109 also
permits tha;’éﬁ@@?&éa@ﬁ%but this presumption if it has reasonable and
supportg&ﬂ‘e in@gf \rbjh t demonstrates that the credit risk has not increased
99(14\&5%@%{@9 injfial recognition even though the contractual payments are
@*&ﬁn@@ (@93 past due. NBFCs should educate their customers on the
neéé\chfg@%ayments in a timely manner. However, in limited circumstances,
where I\@:\Cs do rebut the presumption, it should be done only with clear
documentation of the justification for doing so. All such cases shall be placed
before the ACB. NBFCs shall not defer the recognition of significant increase in

credit risk for any exposure that is overdue beyond 60 days.

38 para B5.5.37 of Ind AS 109 states that “...an entity shall apply a default definition that is consistent with the definition used
for internal credit risk management purposes for the relevant financial instrument and consider qualitative indicators (for
example, financial covenants) when appropriate. However, there is a rebuttable presumption that default does not occur later
than when a financial asset is 90 days past due unless an entity has reasonable and supportable information to demonstrate
that a more lagging default criterion is more appropriate. The definition of default used for these purposes shall be applied
consistently to all financial instruments unless information becomes available that demonstrates that another default definition
is more appropriate for a particular financial instrument.”
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2. Prudential Floor for ECL

(@) NBFCs shall hold impairment allowances as required by Ind AS. In parallel,
NBFCs shall also maintain the asset classification and compute provisions as
per extant prudential norms on Income Recognition, Asset Classification and
Provisioning (IRACP) including borrower/beneficiary wise classification,
provisioning for standard as well as restructured assets, NPA ageing, etc. A
comparison (as per the template in Appendix) between provisions required
under IRACP and impairment allowances made under Ind AS 109 should be
disclosed by NBFCs in the notes to their financial statements to_provide a
benchmark to their Boards, RBI supervisors and other stakehcit&ars, on the
Q)’b

O &>

(b) Where impairment allowance under Ind AS 109 |%I@(Ne§%a1§) e provisioning

required under IRACP (including standard a&@?\@%-sé&fing), NBFCs shall

[
O
appropriate the difference from their net p@gt Qsﬁ*lo%é}\after tax to a separate

NN
‘Impairment Reserve’. The balance ir\Qﬁ? éﬁhpé&%ent Reserve’ shall not be
reckoned for regulatory capital. Fur;}f:er,éﬁb V\k@%rawals shall be permitted from

S (
this reserve without prior permi nggfn@ Department of Supervision, RBI.
N <

O
(c) The requirement for ‘Imp%q\ﬁerg\léeaggé’ shall be reviewed, going forward.
NN 2
S O QP
3. Computation of Re Q@@%@ital and Regulatory Ratios
. P g\ R 9 y

adequacy of provisioning for credit losses.

S L 0
(@ In determinin&(s\/v%e}?fup%’@net owned funds’ and ‘regulatory capital’, NBFCs

shall be guided thgc%nqﬁq’ng:

. $Q L K N " . . . _
i) An;gﬁé 'thr@lg(\a@ gains arising on fair valuation of financial instruments,
Sﬁ%\g{g@h%@cg\&ins arising on transition to Ind AS, should not be included in
@1&@(\1‘%@ whereas all such net losses should be considered. In
det rrgthﬁg the net unrealised gains for reduction from owned funds, NBFCs
should categorise financial assets measured at fair value into two categories

viz.

A. Investments in shares of other NBFCs and in shares, debentures,
bonds, etc. in Group companies that are required to be reduced while
determining Tier | Capital as defined in paragraph 2(xxxii) of these

Directions; and
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B. Others

While netting may be done within the aforementioned categories, net gains
from one category should not be offset against losses in the other
category. Unrealized gains/losses shall be considered net of the effect of

taxation.

i) Any unrealised gains or losses recognised in equity due to (a) own credit risk
and (b) cash flow hedge reserve shall be derecognised while determining

owned funds.

iii) The unrealised gain/loss on a derivative transaction undertakg;g@%r hedging
may be offset against the unrealised loss/gain recogni@@ in the capital
(either through Profit or Loss or through Other ngnb@%ga&e Income) on
the corresponding underlying hedged instru{g@qi%@f\ag& such offset and

, : , , . AN
netting with unrealised gains/losses on othef fipanc nstruments, there are
: : e figancial

still net unrealised gains, the samegs‘if?o@& %\K%xcluded from regulatory
Qo0
capital. A @Q)‘O®
\Q’b QT XN

iv) Since unrealised gains on qaotego%g@\ @% been excluded in computation of
owned fund, NBFCs shalbfe\?jupgThQ-%wer of acquisition cost or fair value of

N
investments/advancegQ\n,‘Qa?bs@)aries/other group companies and other

&
NBFCs while detgﬁ%m'{@o{@%’l capital as specified in paragraph 2(xxxii) of
the aforemen@%e& a@"e‘?Dlrectlons. Net unrealised gains on Category B

(i.e. ‘Othefgg\t % xgﬁ)they have been excluded in regulatory capital
/ @Q ) ’

shall glso %@e&@\\g&m risk weighted assets.

D Q&
V) V{(&Sre@bl\Biéso@fair value as deemed cost at the date of transition with

N\ ;
@resﬁgc@%édboerty, Plant and Equipment (PPE) in terms of Ind AS 101, and
ﬂﬁQ’( e\@me between the deemed cost and the current carrying cost is
adjusgﬁ directly in retained earnings, any fair value gains upon such
transition shall be reckoned as Tier Il capital for NBFCs at a discount of 55

percent.

vi) 12 month expected credit loss (ECL) allowances for financial instruments i.e.
where the credit risk has not increased significantly since initial recognition,
shall be included under general provisions and loss reserves in Tier |l capital

within the limits specified by extant regulations. Lifetime ECL shall not be
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reckoned for regulatory capital (numerator) while it shall be reduced from the

risk weighted assets.

vii) Securitised assets not qualifying for de-recognition under Ind AS due to
credit enhancement given by the originating NBFC on such assets shall be
risk weighted at zero percent. However, the NBFC shall reduce 50 per cent
of the amount of credit enhancement given from Tier | capital and the

balance from Tier Il capital.

(b) Regulatory ratios, limits and disclosures shall be based on Ind AS figures.

Impaired assets and restructured assets shall be considered as nog\@erforming

&,

assets (NPA) for calculation of NPA ratios. ’b&:\
e}

$
P
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Template for Disclosure in Notes to Financial Statements

Appendix

Asset Loss Difference
classifica Gross Allowances Provisions between Ind
Asset Classification as per RBI tion as Carrying (Provisions) | Net Carrying | required as AS 109
Norms er Ind Amount as as required Amount per IRACP provisions
P perind AS | under Ind AS norms and IRACP
AS 109
109 norms
(1) 2) G) 4) (5)=(3)-(4) (6) (7) = (4)-(6)
Performing Assets
St
Standard age !
Stage 2 A
Subtotal ,&\\‘
o
Non-Performing Assets (NPA) R
Substandard Stage 3 5 > \§J nVQ'l/
(\\6 i\(b ‘;Iﬂ
Doubtful - up to 1 year Stage 3 2)0’ \(\U .‘OQ'
1to 3 years Stage 3 @Y o O
More than 3 years Stage 3 Q,(\ X N d\\v
Subtotal for doubtful RN
9 - O
\{\(b (\A@ _f(\}\\'
Loss Stage 3 Qo ,9@ A\
Subtotal for NPA @d\\u <2~W Q_Q\b
R ‘Q/ O
Other items such as guarantees, | Stage 1 (\) ‘;\\O ra%
loan commitments, etc. which are | Stage 2A¢’§- . (Q\) AQ)
in the scope of Ind AS 109 but O » N
not covered under current Income @ Q’KQOJO@
Recognition, Asset Classification ’@@QE&%’ ;> o
and Provisioning (IRACP) norms/ @ Q* (,:1’
Subtotal QO 2 D v
N NN
X ‘\@.Q‘ Q& '\'\
Q 6 R (aa%q)
$’\\, Q. ( S >
QNN e2
Total L e
\((\ ] (\fo & tage 3
\ ™
Y b"b'@ Total
ok sk sk sk ok
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