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RESERVE BANK OF INDIA
DEPARTMENT OF NON-BANKING
SUPERVISION
CENTRAL OFFICE

Mumbai-300003, the 22nd February 2007

No, DNBS. 192/DG (VL}-2007.- -

The Reserve Bank of India, having considered it necessary in the public interest, and
being satisfied that, for the purpose of enabling the Ban< to regulate the credit
system to the advantage of the country, it is necessary to issue the Directions

lating to the prudential norms as set out below. in exercise of the powers conferred
by Section 45JA of the Reserve Bank of India Act, 1934 (2 of 1934) and of all the
pbwers enabling it in this behalf, and in supersessicn of the Non-Banking Financial
Companies Prudential Norms {Reserve Bank) Directions, 1898 contained in
Hotiﬁcatian No. BFC. 119/D0G(SPT)/98 dated January 31, 1958, givas to every non-
blnking financial company (other than Residuary Non-Banking Company) accepting/
hpiding public deposits and to every Residuary Non-Banking Company the
Directions hereinafter specified.

or title, commencement and

'gpgllcahilitg of the Directions:

1, {1} These Directions shall he known as the "Mon-Barking Financial {Deposit
Accepting or Holding) Companies Prudential Norrns {Reserve Bank) Directions,
2007".

{2) These Directions shall come inte force with immediate effect.
(3¥{i} The provisions of these Directions, shall apply to

(@) a non-banking financial company, except a mutual benefit financial
company [and a mutual benefif company) as defined ir the Non-Banking
Financial Companies Acceptance of Public Deposits {Reserve Bank)
Direckons, 1998 and accepting/holding public defosi:

{b} a residuary non-banking company as defined in the Residuary Non-
Banking Companies (Reserve Bank) Directions, 1587

{ii} These Directions shall not apply to a non-bianking tinancial company being
a Government company as defined under Secticr 817 of the Companies
Act, 1956 {1 of 1956) and accepting / holding public deposit.
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Definitions
2. (1) Forthe purpose of these Directions, uniess the context otherwise requires:

(i} ‘“break up valug” 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,

(i) “carrying cost” means book value of the assets and interest accrued thereon
but not received;

{iiiy "current investment” means an investment which is by its nature readily
realisable and is interded to be held for not more than one year from the
. date on which such investment s made;

(iv) “doubtful asset” means:

(a) a term loan, or
{b) a lease asset, or
{e) a hire purchase asset, or

(d) any other asset,

which remains a sub-standard asset for a period exceeding 18 months;

{v) “earning value” means the value of an equity share computed by taking the
average of profits afler tax as reduced by the preference dividend and
adjusted for extra-ordinary and non-recurring items, for the immediately
preceding three years and further divided by the number of equity shares of
the investee company and capitalised at the foilowing rate:

a) in case of predominantly manufacturing company, eight per cent;

{b} in case of predominantly trading company, ten per cent, and

(c} in case of any other company, including non-banking financial
company, twelve per cent;

NOTE : If, an investee company is a Joss making company, the earning value
will be taken at zero; .

{(vi) “fair value" means the mean of the eaming value and the break up value; -

(viit “hybrid debt” means capital instrument’ which possesses cerfain
characteristics of equity as well as of debt;

{viii) 'infrastructure loan' means a credit facility axtended by non-banking financial
companies to a borrower, by way of term koan, project loan subscriptian to
bonds/debentures/ preference shares / aquity shares in a project company
acquired as a part of the project finance package such that such
subscription amount to be “in the nature of advance” or any cther form of
long term funded facility pravided to a borrower company engaged in:
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. Developing or
. Operating and maintaining, or
- Developing, operating and maimntaining

any infrastructure facility that is a project in any of the following sectors.

a) a road, including toll road, a bridge or a rail system;

b} a highway project including other activities being an integral part

of the highway project; .
c) a port, airport, inland waterway or inland pcrt,

d) a water supply project, irngation project, water treatment

system, sanitation and sewerage system or solid waste management -
system;

e} telecommunication services whether basic or cellular, including

radio paging, domestic satellite service (ie. a catelite owned and

operated by an Indian company for nroviding  telecommunication

senvice}, network of trunking, braadband network and internet services,

i an industrial park or special economic zone:

g) generation or generation and distribution of power,

f) tranemission or distribution of power by laying a network of new
transmission or distribution lines;

B construction relaling to projects involving agro-processing and
supply of inputs to agricuiture;
i} construction for preservation and storag? of processed agio-

products, perishable goods such as fruits, vegetables and flowers
including testing facilities for guality; and

k} construction of educational institutions anc hospitals, and

i) any other infrastructure facility of similar nature.

{ix): "loss assel” means:

() an asset which has been identified as loss asset by the non-banking ;
financiat company or its internal or external auditar of by the Reserve
Bank of India during the inspection of the non-banking financial
company, to the extent it is not written off by the non-banking financial
gompany; 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
avaiiahility of security or due to any fraudulent act of omission on the
part of the borrower;

{x) “long term investment” means an investmant other than a current investment;

{)@i} “nat asset value" means the latest declared net asset value by the mutual
fund concerned in respect of that particular scheme;

(%ii} "net book value” means:

{a) in the case of hire purchase asset, the aggregate of overdue and future
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R

instalments receivable as reduced by the batance of unmatured finance
charges ang further reduced by the provisions made as per paragraph
9(2)(i} of these Directions;

(b) in the case of leased asset, _aggregate of capital portion of averdue
jease rentals accounted as-receivable and depreciated book value of
the lease asset as adjusted by the balance of lease adjustment
account.

(i)  ‘non-performing asset' (referred to in these Directions as “NPA")
means: .

{a) an asset, in respect of which, interest has remained overdue for a
period of six months or more; '

(b) a term loan inclusive of unpaid interest, when the instalment is overdue
for a pericd of §ix months of more or oh which interest amount
remainad overdue for a period of six months or more;

{c) a demand or call loan, which remained overdue for a period of six
manths or more from the date of deémand or cali or on which interast
amount remained overdue for a period of six manths or mare,

{d) a bill which remains qvarduafor a period of six rmonths or more,

(g) the interest in respect of a debt or the income on receivablos under the
head “other.current assets’ in the nature of short term loans/advances,
which facility remained overdue for a period of six months or more;

(f) any dues on account of sale of assets or services rendered of
reimbursement of expenses incurred, which remained overdue for a
period of six months or more,

(g) the Ilease rental and hire purchase instalment, which has bacome
overdue %or a period of twelve months or more;

(h in respect of loans, advances and other credit facilities (including bills
purchased and discounted), the balance gutgtanding under the credit
facilities {including accrued interest) made available to the same
bormower/beneficiary when any of the above credit facilites becomes
non-performing asset:

Provided that in the case of lease and hire purchase transactions, a non-
banking financial company may classify each such account on the basis of
its racard of recovery,

{xiv) “owned fund” means paid up equity capital, preference shares which are
compulserily convertible into equity, free reserves, balance in share premium
account and capital reserves representing surplus arising out of sale proceeds
of asset. excluding reserves created by revaluation of asset, as reduced by
—67 G007 :
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accumulated loss balance, book value of intangible assets and deferred
revenue expenditure, if any,

{xv} “standard asset” means 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 nor carry mare than normal risk attached to the
business; '

. {vi) "sub-standard asset” means:

(xvii)

(@) an asset which has been classified as non-performing asset for a
period not exceeding 18 manths;

(b} an asset where the terms of the agreement regarding interest and / or
principal have been renegotiated or rescheduled or restructured after
commencement of operations, uniii the expiry of one year of
satisfactory performance under the renegotiated or rescheduled or
restructured terms:

Provided that the classification of infrastructure loan as a sub-standard
- asset shall be in accordance with the provisions of paragraph 23 of
these Directions;

(eviiy "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 non-banking financial
company. The book value of such insfrument shal be subjected to
discounting as provided hefeunder:

Remaining Maturity of the instruments Fiate of dizscount
(8) Upto one year ' 100% |
(b) More than one year but upto two years B0%
(c} More than two years but upto three years 60%
(d}y More than three years but upto four years 40%
(@) More than four years but upto five years ED“;{:-

‘1o the extent such discounted value does rot exceed fifty per cent of Tier |
capital;

“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 per cent
of the paid up capital of the company; or the capital subscribed by all the
partners of a partnership firm;
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(xix} "Tier | Capital" means owned fund as reduced by investment in shares of other
non-banking financial companies and in shares, debentures, bonds,
outstanding loans and advances including hire purchase and lease: finance
made to and deposits with subsidiaries and companies in the same group
exceeding, in aggregats, ten per cent of the owned fund;

tod - “Tier 11 capital includes the following:

{a) preference shares other than those which are mmpulsuri‘_ly convertible
inta equity;

{b} revaluation reserves at discounted rate of fifty five percent;

(c). general provisions and loss reserves (o the exient these are not
atiributable to actual diminution in value or identifiable potential loss in
any specific assei and are available to meet unexpected losses, to the
‘extent of one and one fourth percent of risk weighted assets;

(d} hybrid dgbt capital instruments; and
() subordinated debt
to the extent the aggregale doss not exceed Tier | capital,

{2) Other words or expressions used but not defined herein and defined.in the
Reserve Bank of India Acl, 1934 (2 of 1934) or the Non-Banking Financial
Companies Acceptance of Public Deposits (Reserve Bank) Directions, 1998 or the
Residuary Non-Banking Companies (Reserve Bank) Diractions, 1987 shali have the
same meaning as assigned to them under that Act or those Directions. Any other

words or expressions not defined in that Act or those Directions, shall have the same
meaning assigned to them in the Companies Act, 1956 (1 of 1956). '

Income recognition
3. (1) The income recognition shall be based on recognised accounting principles.

{2} income including interest/discount or any other charges on NPA shall be
recognised only when it is actually realised. Any such income recognised
before the asset beceme non-performing and remaining unrealised shall be
reversed. '

{3} In respect of hire purchase assets, where instalments are overdue for more
than 12 months. incorme shall be recognised only when hire charges are
actually received. Any such income taken to the credit of profit and loss
account before the asset became non-performing and remaining unrealised,
shall be reversed. : '

{(4) In respect of leage assels, where lease rentals are overdue for more than 12
months, the income shall be recognised only when lease rentals are actually
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'reoew&d The net lease rentals taken to the credit of prafit and loss account

Ibefore the asset became non-performing and remaining unreafised shall be
ireversed.

iEXplanation

For the purpose of this paragraph, 'net lease rentals' mean gross lease rentals

:as adjusted by the lease adjustment account debited/credited to the profit and
loss account and as reduced by depreciation at the rate applicable under
[Schedule XV of the Companies Act, 1956 (1 of 1956).

Incoqm from investmients

4. (1) Income from dividend on shares of corporate bodies and units of mutual
fundsishall be taken into account on cash basis:

- Provided that the income from dividend on shares of comporate hodies may be
. taken into account on accruai basis when such dividend has been declared by
- the corporate bady in its annual general meeting and the non-banking
financial company's right to receive payment is established.

(2) Income from bonds and debentures of corporate: bodies and fram Govermnment
secunities/bonds may be taken into account on accrual basis:

Provided that the interest rate on these instruments is pra-determined and interest is
serviged regularly and is not in arrears.

(3) ;flnr::nme on securities of corporate bodies or pubfic sector undertakings, the
paymrtnt of interest and repayment of principal of which have been guaranteed by

Cantral Government or a State Government may be taken into account on accryual
basis.

Accognﬁng standards

5. F&cmuntlng Standards and Guidance Notes issued by the Institute of Chartered
Accmpntants of India (referred to in these Directions as “ICA!") shall be followed
insofar as they are not inconsistent with any of these Directions.

Accopnting of investments

6. (1) (a) The Board of Directors of every non-banking financial company shall
framg investment policy for the company and implement the same:

.{b)  The criteria to classify the investments into current and long term
investments shall be spelt out by the Board of the company in the
investment policy;

- {¢}  Investments in securities shal be ¢lassified into current and long term,
at the time of making each investment;
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(2)

(3

(4)

(%)

(d) ()  There shall be no inter-class transfer on ad-hoc basis;

(iy  The interclass transfer, if warranted, shall.be effected only at
the beginning of each half year, on April 1 or Octobar 1, with the
approval of the Board,

(i) The investments shall be ransferred scrip-wige, from current to
_long-term or vice-versa, at book value or market value,
whichaver is lower;

(iv})  The depreciation, if any, in each scrip shall be fully provided for
and appreciation, if any, shal! be ighored;

(v} The depreciation in cne scrip shall not be set off against
appreciation in ancther scrip, at the time of such inter-class
- transfer, even in respect of the scrips of the same category.

Quoted current investrnents shall, for tha purposes of valuation, be grouped
into the following categories, viz.,

{a) equity shares,

{b) preference shares,

{c) debentures and bonds, :

{d) Government securities induding treasury bills,
{8) units of mutuat fund, and

{fi others.

Quoted cument investments for each category shall be valued at cost or -

rnarket value whichever is lower. For this purpcse, 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 catagory, the
net depreciation shall he provided for or chargad to the profit and loss
account. If the aggregate market value for the category exceeds the
aggregate cost for the category, the net appreciation shall be ignored.
Deprociation in one category of investments shall not be set off against
appreciation in another category. '

Unquoted equity shares in the nature of current investments shall be valued
at cost or break up value, whichever is lower. However, non-banking financial
companies may substitute fair value for the break up valus of the shares, if
considered necessary. Where the balance sheet of the investee company is
not available for two years, such shares shall bs valued at ane Rupee only.

Unquoted preference shares in the nature of current investments shall be
valued at cost or face value, whichever is lower.

Investments in unquoted Government securities or Government guaranteed
bonds shall be valued at carrving cost,

41—a% OlF200T
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{B) Unguoted investments in the units of mutual funds in the nature of current
investments shall be vaiued at the net asset value declared by the mutual
fund in respect of each particular scheme.

(7) Commercial papers shall be valued at carrying cost
(B) A long term investment shall be valued in accardance with the Accounting

Standard issued by ICAl.

. Note: Unquoted debentures shail 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,

Heqd for Policy on Demand/Call Loans

7.(1) The Board of Directors of every non-banking financial company
* granting/intending to grant demand/call loars shail frame a policy for the
company and implemenl the same.

{2) Such policy shall, inter glia, stipulate the following, -

(1) A cut off date within which the repayrﬁent of demdnd or call loan shal!
be demanded or called up;

{i)  The sanctioning authority shail, record specific reasons in writing at the
time of sanctioning demand or cafl loan if the cut off date for
demanding ar calling up such loan is stipulated beyond a period of one
year from the date of sanction; r

(i The rate of interest which shali be payable on such loans;
¥

{iv} Interest on such loans, as stipulated shall be payable either at monthly
or gquarterly rests,

(v)  The sanctioning authority shall, record specific reasons in writing at the
time of sanctioning demand or call Ipan, if no interest is stipulated or a
moratarium is granted for any period,

(vi) A cut off date, for review of performance of the lean, not exceeding six
months commencing from the date of sancton;

(vil  Such demand or calt loans shall not be renewed unless the periodical
review has shown satisfactory compliance with the terms of sanction.

Asgei Classification

8. (1)  Every non-banking financial company sha!l, after taking intc account
the degree of well defined credit weaknesses and extent of dependence on coliateral
security for realisation, classify its lease/hire purchase assets, loans and advances
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and any other forms of credit into the following classes, namely,:

(i) Standard assets;

(i) Sub-standard assets;
{itiy Doubtful assets; and
(iv) Loss assets.

(2) The class of assets referred to above shali not be upgraded merely as a result
of rescheduling, unless it satisfies the conditions required for the upgradation.

Pravisioning requirements

9. Every non-banking financial company shall, efter taking into account the time
fag between an account becoming non-performing, its recognition as such, the
realisation of the security and the erosion over fime in the value of security charged,
make provision against sub-standard assels, doubtful assets and loss assets as
provided hereunder; )

Loans, advances and other cradit facilities

inc)uding bills purchased and discounted

(1} The provisioning requirement in respact of loans, advances and other cradit
facilities including bills purchased and discounted shall be as under

(i) Loss Assets The entire assat shail be written off.
. If the assets ara permitted to remain
in the books for any reason, 100%
of the outstanding should be
provided for,

(i} Doubtful Assets (8} 100% pravision to the extent to which
the advance is not covered by the
realisable value of the security to
which the non-banking financial company has a
valid recourse shall be made, The realisable
value is to be estimated on a realistic
basis;

{b) In addition to item (a) above,
depending upon the period for which
the asset has remainad doubtful,
provision to the extent of 20% o
50% of the secured portion (i.e.
estimated realisable value of the
outstanding) shall be made on the
following basis : -
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Peﬁod for which the asset has

bean considered as dou btfui %5 of provigion
Upto one year 20
One ta three years 30
More than three years : 50
iii} Sub-standard assets - Ageneral prevision of 10% of total

outstanding shall be rmade.

Lege and hire purchase assefs

(2) The provisioning requirements in respect of hire purchase and leased
assets shall be as under;

'Hire purchase assets

(i) In respect of hire purchase assets, the total dues {overdue and future
instalments taken together) as reduced by

(a) the finance charges not credited o 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,
AN 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.

Additional provision for hire purchase and leased assels

(i) In respect of hire purchase and leased assets, additional provision shall be
made as under

{a}Where hire charges or lease

rentals are overdue upto 12 months il
(b) where hire charges or 19 percent of the
iease rentals are overdue for more than net book value

12 months but upto 24 months
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{¢) whera hire charges ar lease _ 40 percent of the "
rentals are overdue for more than 24 meonths net book value
but upto 36 months :
(d) where hire charges or lease 70 percent of the
rentals are averdue for more than 36 months  net book value
but upto 48 months
(&) where hire charges or lease 100 percent of the

rentals are overdue for more than 48 monthg net book value

i) On expiry of a peviod of 12 months after the due date of the last instalment
of hire purchasefleasad asset, the entire net book valus shall be fully
pravided for. '

NOTES:

{1} The amount of caution money/margin mongy or security deposits kept
by the borrower with tha non-banking financial company 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 o
the hire purchase agreement may be deducted only against the
provisions stipulaied under clause {ii) above.

(2} “The amount. of security deposits kept by the borrower with the non-
banking financial company in pursuance to the lease agreement
together with the value of any other gecurity available in pursuance to
the lease agreement may be deducted only against the provisions
stipulated under clause (ii) above.

(3) It is clarified that income recagnition on and provisioning against NPAs
are two different aspects of prudential norms and provisions as per
the noms are required to be made on NPAg on fotal outstanding
balances including the depreciated book value of the leased asset
under referonce after adjusting the balance, # any, in the lease
adjustment account. The fact that income on an NPA has not been
recognised canngt be taken as reason for not making provision.

(4} An asset which has been renegotiated or rescheduled as referred to
in paragraph (2) (1) (xvi) (b} of these Directions shail be a sub-standard
agset or continui2 to remain in the same category in which it was prior
to its renagetiation or reschedulement as a doubtful asset or & loss
asset as the case may be. Necessary provision is required to be made
as applicable to such asset tili it is upgraded.

42—B9 Lahili iy
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(5) The balance sheet to be prepared by the non-banking financial
company may be in accordance with the provisions contained in sub-
paragraph {2) of paragraph 10.

{B) All financial leases written on or after April 1. 2001 atiract the
provisioning requirements as applicable to hire purchase assets.

Disclosure in the balance sheet

10 (1)Every non-banking financial company shall separately disclose in its balance
sheet the provisions made as per paragraph 9 above without netting them from the
Ingome or against the value of assets.

{2) The provisions shall be distinatly indicated under separate heads of account as
ungler :

(i} provisions for bad and doubtful debts; ani
(i) provisions for depreciation in investments.

(3) Such provisions shall not be appropriated from the deneral provisions and loss
res!ewea held, if any, by the non-banking financial comparny,

(4) Such provisions for each year shall be debited to the profit and loss account. The
excess of provisions, if any, held under the heads dgengral provisions and loss
reserves may be written back without making adjusiment against them.

Copstitutinn of Audit Committee by non-banking finantial companies

11.. A non-banking financial company having assets of Rs. 50 crore and above as
ped its last audited balance sheet shall constitute an Audil Comimittee, consisting of
not/less than three members of its Board of Directors.

Explanation | The Audit Committes constituted by a non-banking
financial company as required under Sectinn 292A of the Companies
Act, 1956 (1 of 1956) shall be the Audit Committee for the purposes of
this paragraph.

Explanation Il: The Audit Committee constituted under this paragraph.

shall have the same powers, functions and duties as iaid down in
Section 292A of the Companies Act, 1958 (1 of 1956},

L::_Qouni_:i_lm year

12.. Every non-banking financial company shall prepare its balance sheet and
profit and loss account as on March 31 every vear. Whenever a non-banking
financial company intends to extend the date of its balance sheet as per provisions
of the Companies Act, it should take pricr approval of the Reserve Bank of India
befdre approaching the Registrar of Cempanies for this purpose.
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Further, even in cases where the Bank and the Registrar of Companies grant
extension of time, the non-banking financial company shall furnish to the Bank a
proforma balance sheet (unaudited ) as on March 31 of the year and the statutory
returns due on the said date.

Scheduls to the balsnce sheet

13.  Every non-banking financial company shall append to its balance sheet
prescribed under the Companies Act, 1958, the particulars in the schedule as sst out
i Annex 1.

Transactions in Government urities

14.  Every non-banking financial company may undertake transactions in
Government securities through its CSGL account or its demat account:
provided that no non-banking financiai company shall undertake any
transaction in government security in physical form through any broker.

Submigslon of a certificate from Statutory Auditor to the Bank

15.  Every non-banking financial company shall submit a Certificate from its
Statutory Auditor that it is engaged in the business of non-banking financial
institution requiring it to hold a Certificate of Registration under Section 45-1A of the
RBI] Act. A cerlificate from the Statutery Auditor in this regard with referance to the
position of the company as at end of the financial year ended March 31 may be
submitted to the Regional Cffice of the Department of Non-Banking Supervigion
under whose jurisdiction the non-banking financial company is registered, latest by
June 30, every year. Such certificate shall also indicate the asset / income pattern of
the non-banking financial cornpany for making it eligible for classification as Asset
Finance Company, Investment Company of Loan Company.

Requirsment as to capital atlequacy

18. (1) Every non-banking financial company shall maintain a minimum capital ratio
consisting of Tier | and Tier Il capital which shail not be less than twelve per cent of
its agyregate risk weighted assets on balance sheet and of risk adjusted value of
off-balance sheat iterns.

(2) The total of Tier Il capital, at any point of time, ghall not exceed one hundred
. per cent of Tier | capital.
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Explanations :

" On balance sheet assets

(1) In these Directions, degrees of credit risk expressed as percentage
weightages have been assigned to balance sheet assets, Hence, the value of

. each assetfitem requires to be multiplied by the relevant risk weights to arrive

" at risk adjusted value of assets. The aggregate shall be taken into account for
reckoning the minimum capital ratio. The risk weighted asset shall be .
catculated as the weighted aggregate of funded items s detailed hereunder:

Weighted risk assets - On-Balance Sheet items
' Percentage weight

{i) Cash and bank balances including
fixed deposits and certificates of
deposits with banks 0

(i) Investments

(a) Approved securities Q
[Except at {c) below]

(&) Bonds of public sector banks 20
(c) Fixed depositsiceriificates of deposils/
bonds of public financial institutions 100
(d) Shares of all companies and
debentures/bonds/commercial

papers of all companies and
unite of all mutual funds 100

(iily Current assets

(a) Stock on hire {net book value; 100 -
{b) Intercorporate loans/deposits 100
(c} Loans and advances fully

secured against deposits held §)

by the company itself

(d) Loans to staff 0
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{e) Other secured loans and advances
considered good 100
(f) Bills purchased/discounted 100
(g) Others (To be specified) 100
(iv) Fixed Assets [net of depreciation)
(a) Assets leased out (net book value) 100
(k) Premises ' .1 0o
(c) Fumiture & Fixtures | 100

(v} Other assels

{a} Income tax deducted at

source {net of provision) 0

(b) Advance tax paid (net of provision) 0

(c) Interest due on Govemment securities 0

{d) Others (o be specified) . 100
Notes:

(1) Netting may be done only in respéct of assets where provisions
for depreciation or for bad and doubtful debts have been made.

{2) Assets which have been deducted from cwned fund to arrive at net
owned fund shall have a weightage of zero’.

(3) While caiculating the aggregate of funded exposure of a bormower
for the purpose of assignment of risk weight, non-banking financial
companies may net off the amount of cash margin / caution
money/security deposits (against which right to set-off is available)
held as collateral against the advances out of the total cutstandi
exposure of the borrowsr. o

Off-balance sheet ltems

(2) In these Directions, degrees of credit risk exposure attached to off-
batance sheet items have been expressed as percentage of credit conversion
factor. Hence, the face value of each item requires to be first muhtiplied by the
relevant conversion factor to arrive at risk adjusted vaiue of off-balance shest
iteam. The aggregate shall be taken into account for reckoning the minimum
capital ratio. This shail have to be again multiplied by the risk weight of 100.

+3—£9 GUHOT
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The nsk adjusted value of the off-balance sheet items shall be calculated as
per the credit conversion factors of non-funded items as detailed hereunder : -

Nature of ltem Credit canversion factor -
Percentage
i} Financiat & other guarantees 100
i) Share/debenture underwriting obligations 50
Hi) Partly-paid shares/debenturas 100
iv} Bills discounted/rediscounted 100
v} Lease conlracts entered into but
yel to be executed 100
vi) Other contingent liabilities S0
(7o be specified)

Note: Cash margins/deposits shall be deducted before applying the comversion -
factor.

Lo#gns against non-banking financial company’s own shares prohibited

17.(1} No non-banking financial company shail lend against its own shares.

{2) Any outstanding loan granted by a non-banking finzncial company against its
owr shares on the date of commencement of these Directions shall be recoverad by
the han-banking firancial company as per the repayment schedule.

Non-banking financlal company failing to repay public deposit

ibited from making loans and investments
18. A non-banking financial company which has failad to repay any public deposit
or part thereof in accordance with the terms and conditions of such deposit, as
provided in Section 45QA{1) of the Reserve Bank of India Act, 1934 (2 of 1934}

shall not grant any loan or other credit facility by whatever name called or make any
.invdstment or create any other asset as long as the default exists.
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Restrictions an investments; in land
and building and Unquoted shargs

19.

(i)

{ii

No Asset Finance Company, which is accepting public deposit, shall,
invest in -

{a) land or building, except for its own use, an amount exceedlng ten
percent of its owned fund,

(b) unquoted shares of annther company, which is not a subsidiary
company &r a company in tha same group of the non-banking
financial company, an amount exceeding ten percent of its cwned
fund.

No lpan company or mvestmem company, which is ameptlng publlc
deposit, shall, invest in -

(a) land or bﬁilding, except for its own use, an amount exceeding
ten percent of its owned fund ;

{b} unquoted shares of another company, which is not a
subsidiary company or a company in the same group of the nen-
banking financial company, an amount exc:eeding twenty percent
of its owned! fund; .

Provided that the land or building or unquoted shares acquired in
satisfaction of its debts shall be disposed off by the non-banking
financial company within a period of three years ar within such pariod
as extended by the Bank, from the date of such acquisition if the
investment in these assets togsther with such assets already held by
the non-banking financial company exceeds the above ceiling;

Explanation

While calculating the ceiling on investment in unquoted shares,
investments in such shares of alf companies shall be aggragated.

Provided further that the ceiling on the investment in unquoted shares
shall not be applicable to an Asset Finance Company or a ioan
company or an invastment company in respect of investment in
the equity capital of an insurance company upto the extent specifically
permitted, in writing, by the Resewe Bank of India.

Concentration of creditinvestment
20. (1} No non-banking financial company shall,
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{i} lend to
(a) any single borrower exceeding fifteen per cert of its owned fund; and

{b) any single group of borrowers exceeding twenty five: per cent of its owned
fund;

{iiP invest in

(a) the shares of another company axceed ng 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,

(i) 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.

IProvided that the ceiling on creditinvestment concentration shall net be
.applicable to a residuary non-banking company in respect of investmants in
‘approved securities, bonds, debentures and other securities issued by a
iGovernment company or a public financial insttuton or a scheduled
| commercial bank under the provisions of paragraphs 8(1}{a) and &{1)(b} of the
' Residuary Non-Banking Companies (Reserve Bank) Directions, 1987.

' Provided further that the ceiling on the investment in shares of another
i company shall not be applicable to a non-banking financial company in
. respect of investment in the equity capital of an insurance company upto the
! extent specifically permitted. in writing, by the Reserve Bank of India.

' Provided further that any nen-banking financial company, classified as Asset
| Finance Company by the Reserve Bank of India, may in exceptional
" circumstances, exceed the above ceilings on creditinvestment concentration
- to a single party or a single group of parties by 5 per cent of its owned fund,
. with the approval of its Board.

Notes; :

{1) " For determining the limits, off-baiance sheet exposures shall be converied into
credit risk by applying the conversion factors as explained in paragraph 16.

(2y  The investments in debentures for the purposes specified in this paragraph
* ghall be treated as credit and not investment.

(3) These ceiiings shall be applicable to the creditfinvestment by such a non-
- banking financial company to companies/firms in its own group as well as to
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the bormowers/ investee company's group.

Sypmission of half yeariy return |

21. Non-banking financial companies including résiduary nen-banking companies
referred to in paragraphs 1(3)i{{a) and (b) shall submit a half-yearly return within
three months of the expiry of the relative half-year as on September and March
every year, in the format NBS 2 provided in Annax 2 to the Regional Office of the
Department of Non-Banking Supervision of the Reserve Bank of india under whose
jurisdiction the registered office of the campany is located as per Second Schedule
to the Non-Banking Financia! Companies Acceptance of Public Deposits (Reserve
Bank) Directions, 1998 and Schedule B to Residuary Non-Banking Companies

(Reserve Bank} Directions, 1987.

Exposure to Capital M t

22. Every non-banking financial company (including residuary non-banking
company) with total assets of Rs. 100 crore and above according to the previous
audited balance sheet, shall submit a monthly return within a period of 7 days of the
expiry of the month to which it pertains in the format NBS & provided in Annex 3 to
the Regional Office of the Department of Non-Banking Supervision of the Reserve
Bank of India as indicated in the Second Schedule to the Non-Banking Financial
Companias Acceptance of Pubiic Depesits (Reserve Bank) Directions, 1998 and
Schedule B to the Residuary Non-Banking Companies {Reserve Bank) Directions,
18987. :

Norms relating to Infragtructure ioan
23. (1) Apolicability

()  These norms shail be applicable o restructuring andfor rescheduling
andfor renegotizition of the tenns of agreement relating to infrastructure
loan, as defined in paragraph 2(1}{viii} of these Directions which is fully
or partly secured standard and sub-standard assel and to the laan,
which is subjected fo restructuring and/or reschadwing and/or
renegotiation of terrna,

(i}  Where the asset is partly secured, a provision o the extent of shortfall
in the security available, shall be made while restructuring and/or
rescheduling and/or renegotiation of the loans, apart from the provision
required on presant value basis and as per prudential norms.

{(2)  Resbructuring, reschedulemant or renegoliation
ot terms of infrastructure logn
The non-banking financtal companies may, not_more than once,
restructure or reschedule or renegotiate the terms of Infrastructure loan
agreement as per the policy framework laid down by the Board of

4459 QL2007
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Directors of the company under the foilowing stages.

{a) ' before commencement of commercial praduction:

(b) after commencement of commercial production but before the
asset has been classified as sub-standard;

(c) after commencement of commercial production and the asset has
been classified as sub-standard:

Provided that in each of the above three stages, the restructuring
andfor rescheduling andfor renegotiaticn of principal and 7 or of interest
may take place, with or without sacrifice. as part of the restructuring or
rescheduling or renegotiating package avoived

{3) Treatment of restructured standard loan

The rescheduling or restructuring or renegotiation of the instalments of
principal alone, at any of the aforesaid first two stages shall not cause
a standard asset to be re-classified in the sub-standard category, if the
project is re-examined and found to be viable by the Board of Directors
of the company or by a functionary at least one step senior to the
functionary whao sanctioned the initial loan for the project, within the
policy framework laid down by the Board:

Provided that rescheduling or renegotiation or restructuring of interest
element at any of the foregoing first two stages shall not cause an
asset to be downgraded to sub-standard category subject to the
condition that the amount of interest foregone, if any, on account of
adjustment in the element of interest as specified later, is either written
off or 100 per cent provision is made thereagainst.

{4)  Treatment of restructured sub-standard asset

A sub-standard asset shall continue to remain in the same category in
case of restructuring or rescheduling or renegatiation of the instaiments
of principal until the expiry of one year and the amount of interest
foregone, if any, on account of adjustment, including adjustment by
way of write off of the past interest dues, in the element of interest as
specified later, shall be written off or 100 per cent provision made
thereagainst.

(5)  Adjustment of interest

Where rescheduling or renegotiation or restructuring invoives a
reduction in the rate of interest, the interest adjustment shall be
computed by taking the difference between the rate of interest as
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{8 -

{7

(8)

©

(10)

currently applicable to infrastructure loan (as adjusted for the risk rating
applicable to the borrower} and the reduced rate and aggregating the
present value (discounted at the rate curently applicable to
infrastructure loan, adjusted for risk enhancement) of the future interest
payable so slipulated in the restructuring or rescheduling or
renegotiation proposal. '

funded Interest: .

In the case of funding of interest in respect of NPAs, where the interest
funded is recognized as income, the interest funded shall be fully
provided for.

Income R nition noms

* The income recognition in respect of infrastructure loan shall be

govemed by the provisions of paragraph 3 of these Directions:
Treatment of Provisions held |

The provisions held by the non-banking financial companies against
non-performing  infrastructure  loan, which may be classified as
‘'standard’ in terms of sub-paragraph (3) hersinabove, shall continue to
be held until full recovery of the loan is rnade.

Eligibility for upgradation of restructured
sub-standard infrastructure loan

The sub-standard asset subjected to rescheduling and/or renegotiation
andfor restructuring, whether in respect of instalments of principal
amount, or inferest amount, by whatever maodality, shall not be
upgraded to the standard category until expiry of one year of
satisfactory performance under the restructuring and/or rescheduling
and/or renegotiation terms.

Conversion of debt into equity

Where the amount due as interest, is converted into equity or any other
instrument, and income is recognized in congseguence, fuil provision
shall be made for the amount of income so recognized to offset the
effect of such income recognition:

Provided that no provision is required to be made, if the conversion of
interest is into equity which is quoted:

Provided further that in such cases, interest income may be recognized
at market value of equity, as on the date of conversion, not exceading
the amount of interest converted to equity.
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(1)  Conversion of debt into debentures

Where principal amount and/or interest amouni. in respect of NPAs is
converted into debentures, such dehentures shall be treated as NPA,
ab initio, in the same asset classification as was applicable fo the joan
just before conversion and provision shall be made ag per norms.

(12) Increase in  exposire limits_for Infrastiucture related _ioan and
investment

The non-banking financial companies may exceed the concentration of
creditfinvestment neorms, as provided n paragraph 20 of these
Directions, by § per cent for any single party and by 10 per cent for a
single group of parties, if the additional exposure is on account of
infrastructure loan and/ or investment.

. (13) Risk weight for investment in AAA rated securitized paper

The investment in “AAA" rated securitized paper pertaining to the
infrastructure facility shall atract risk weight of 50 per cent for capital
adequacy purposes subject to the fulfilment of the following conditions:

{i) The infrastructure facility gensrates income { cash flows, which
ensures servicing / repayment of the securitized paper.

(i)  The rating by one of the approved credit rating agencies is
current and valid.

Explanation:

The rating relied upen shall be deemed to be current and valid, if the
rating is not more than one month old on the date of opening of the
issue, and the rating rationale from the rating agency is not more than
one year old on the date of opening of the issue, and the rating letter
and the rating rationale form part of the: offer document.

(i) In the case of sacondary market acouisition, the ‘AAA/ rating of
the issue is in force and confirmed from the monthly bulletin
published by the respective rating agency

{ivy The securitized paper is a perfarming asset.

Exemptions

24, The Reserve Bank of India may, if it considers it necessary for avoiding any
mship or for any other just and sufficient reason, grant extension of time 1o comply
ith or exempt any non-banking financial company or class of non-banking financial

commpanies, from all or any of the provisions of these Directions either generally or for
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any specified period, subject to such conditions as the Reserve Bank of India may
impose.

Interpretations

25. For the purpose of giving effect to the provigions of these Directions, the
Reserve Bank of India may, if it considers necessary, issue necessary clarifications
in respect of any matter covered herein and the interpretation of any provision of
thase Directions given by the Fleserve Bank of India shall be final and binding on ail
the parties concerned.

Repeal and saving

28. {1} The Non-Banking Financial Companias Prudential Norms (Reserve Bank}
Directions, 1998 shail stand repealed by these Directions.

{2} Nofwithstanding such repeal, any circular, instruction, order iiasuad under the
Directions in sub—section (1) shall continue to apply to non-banking financial
companies in the same manner as they applied to such companies before such
repaal. -

V.LEELADHAR
Dyy. Governor

f
45—69 GL2007
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Schedule to the

Annex 1

Balance Sheet of a non-banking finanicial company

{as required in terms of paragraph 13 of

Non-Banking Financiat (Deposit Accepting or Holding) Companies Prudential

Norms {Reserve Bank) Directions. 2007}

{Rs. in lakhs)

Particulars

Liabilities side :

)

Loans and advances availed by the non-  Amount
banking financial company inclusive of - out-
interest accrued thereon but not paid. | standing

{@) Debentures : Secured
 Unsecured

(other than falling within thi !
meaning of public deposits™)

(b} Deferred Credits :
{c} Term Loans !
{d) Inter-corporate loans and berrowing

{e) Commercial Paper !
(f Public Deposits” '
(g) Other Loans (specify nature)

* Please see Note 1 below

t Amount

overdus

@)

Break-up of {1){f) above (Outstanding public
deposits inclusive of interest accrued thereon

but not paid):

(@) In the form of Unsecured debentures
(b)  In the form of parily secured debentures ;
_ie. debentures where thete is a shortfall
in the value of security
{c)  Other public deposits

* Please see Note 1 below
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Asseots gide :

Amount cultstanding

(3)

Break-up of Loans and Advances including
bills receivables [other than thosae included in

(4) below] : o

(@) Secured
(b} Unsecured

(4)

Break up of Leased Assets and stock on hire
and other assets counting towards AFC

| activities

(i} Lease assets inclucling lease rentals under
sundry debtors :

(a) Financial lease
{b)  Operating lease

() Stock on hire including hire charges under
sundry debtors:

{a} Assets on hire
(b} Repossessed Assets

(i) Other Ioans counting towards AFC
activities

(a) Loans where assets have been
repossessed
(b} Loans other than {a) above

(5)

Break-up of Investments :

Current Investments :
1. Quoted :

(i) Shares: (a) Equity

(b) Preference
{ii} Debentures znd Bonds
(iii) Units of mutual funds
(iv) Government Securities
(v) Others (please specify)




{Paxs II—Bec. 4

THE. GAZETTE OF INDLA, MAY 19, 2007 (VAISAKIA 29. 192%)
2. Unguoled: |
i
() Shares: (a)Equity
(o) Preference
(i) Debentures and Bonds T
{in _Units of mutual funds o
(v} Government Securities |
(v) Cthers {please specify) |
| ong_Term investmends : |
1.  Quoled: |
()  Shares : (a) Equity |
(b) Preference |
(i) Debentures and Bonds :
iy Units of mutual funds |
(iv) Government Securities |
(vt  Others (please specify] -_
2. Unguoted: |

iy Shares:. {(a) Equity |

(b} Praference |
(il Debentures and Bonds |
(iif) Units of mutual funds |
{iv} Government Securities .|
(v) Others (please specify) |

@)

Borrower group-wise classification of assets financed as in (3) and
{4) above :

Plcase see Note 2 below

Category

I
|
=
1
|
1

Secured i Unsecured Total

1. Related Parties ** | !

N (a} Subsidiaries T

{B) Companies in the same

group

(c) Other related parties ' | . . |
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2. Other than related parties
Total

(7} | Investor group-wisa classification of all invesiments {current and
long term) in'shares and securities (both quoted and unquotady):

Please see note 3 below

Category Market Value / Break | Book Value
up or fair value or (Net of
NAV  Provisions}
Y

1. _Relahed Parties **
(a) Subsidiaries

(b} Companies in the same
group
(c) Other retated parties

2. Uther than related parties !
Total

** As per Accounting Standard of ICAI (please see Note 3)

{8) Qther information

Particulars Amount

Gross Non-Performing Assets

()

{a) Related parties

{b)  Other than related parfies

Met Non-Performing Asisets
W |

(@) Related parties

(b)y Qther than related paries

(i) Assets acquired in satisfaction of debt

Notes:
1. ~ As defined in paragraph 2(1}{(xii) of the Non-Banking Financial Companies
Acceptance of Public Deposits (Reserve Bank) Directions, 1998.

46—69 GL2007
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Provisioning norms shall be applicable as prescribed in the Non-Banking
' Financial (Deposit Accepting or Holding) Companies Prudential Norms

(Reserve Bank) Directions, 2007,

All Accounting Standards and Guidance Notesi issued by ICAl are applicable
including for valuation of investments and other assets as also assets

. acquired in satisfaction of debt. However, market value in respect of quoted

investments ard break up/fair value/NAV in respect of unquoted investments
should be disclosed irrespective of whether they are classified as long term or
current in {5) above.

XxX
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Annhex 2
Form NBS 2

Half yearly Statement of capital funds, risk assets/exposures and risk asset
ratio etc., as at the ond of March/September 200....

Name and address of the Non-Banking
Financial Company

Company code number (as given by RBl}
Registration number {as given by RBI)
Clasaification of the company (as given by RBI)

(Rupees in lakh)
BART - A
Htem Name Hemn Code Amount
- Capl 5 — r
{i) Paid-up Equity Capital 111
(ii) Praferance shares lo ba compulsorily ‘ 112
convertible inta equity
{iiiy Free reserves
{a) General Reserves 113
{b) Share Premium 114
{¢) Capital Reserves (rapresenting surplus on 115
sale of assels held in separate account)
{d) Debanture Redernption Reserve 116
{e) Capital Redemption Reserve _ 117
() Credit Balanca in P & L. Accourd 118
{g} Other free reserves (o be specified) 119
Total (111 to 119) 110
(iv) Accumulated balance of koss ' 124
{v) Deferred Revenue Expenditure 122
{vi) Other Intangibie Assets 123
Total (121 to 123) 120
{vii} Owned Fund (110 - 120} 130
{vili) Investment in shaves of . '
{g) Subsidiarias 141
{t} Companies in the same Group _ 142

{e) Other non-banking financial ;ompanies 143
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ix) The book value of debentures, bonds,
:gutstanding loans and agvances, bilis
ipurchased and discounted {including hire-
;purchase and lease finance} made to, and
deposits with
'(a) Subsidiaries

{8) Companies in the same Group
() Totat (141 to 148)

{xi} ;Amourt of ltem 140 in excess of 10% of item
130 above
{xii) | Tier | Capital

Net pwned fund (130 -150)

PART - B
item Name

Ga@' al Funds = Tier i
(Pafa 2(1)(){b} of Directions)

(i) Rreference Share Capital other than those
gompulsorily convertible Nt equity
(i) Revalualion reserves

(i} peneral provisions and loss regerves

(W) iHybrid debt capital instruments

(v) Bubordinated debt

{vl};ﬁggmgate Tier Il Capital {tems 161 1o 1635)
Total Capital Funds (151 + 160}

PART - C
Item Name

Ri*]s Assgts and Off-Balance Sheei item3

(i) Adjusied vaiue of funded risk assets i.e. on-
Ibalance sheel items (To taily with Part D)

{ii}iMjusted value of non-funded and off-batance
isheet items (To tally with Part E)

(iii} Total risk weighted assets/ exposures
({181 + 182)

(iv} Percentage of capital funds to rigk weighted
. assetsfexposures

(a} Tier | capital {Percentage of item 157 10 item
: 180)

{b) Tier Ul capital {Percentage of ilem 150 to item
180y

{c) Total (Percentage of item 170 to item 180;

144
145
140
150

ltem Code

1671

1652
133
134
130
180
170

ltem Code

181
‘Be

180

191

19

(Rupees in takh)

Amgunt

[Rupees ir lakh)

Amount
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"‘.1

{ﬁfupau Irw taichy

EART-D
Weighted ggests ie, On - balance Sheet items '
Ko  Book Risk  Adjusted
Ve name code  walus  welght  velue
I Cash and bank balances intluding fixed 210 o 0
daposits & cerlificates of deposits _
. investments [see paragraph & of the
Directions) .

{a} Approved securities as defined in Regerve 221 0 - D

Bank of India Act, 1534
{t) Bonds of public sacter banks
() Amounls deducted in part "A’ item (x) (Hem 2224 ¢

code 150)
(6 Amounts nol daducted in part “A' item (x) 223A 20

{len code 150)
{e) FDs/CDa/bonds of public inancial ingtitutions
{i Amcunts daducted in part A itern (x) (tam 2247, 1] 1]

code 150} - _ :
{i]  Amaounts not deducted In part "A’ tem (x) 2254 - 100

{ltam code 150
MI[M&ZM&!H*!EA} 8T225A

{d} Shares of ai companiez and debentures/
bonds/ commeycial papers of companies and
units of al mutual funds

@ Amounts deducted in Part "A' Item {xi) {llem 226 0 0
code 150) )
(i) Amaunts not deducted in Part A 227 100
Sub-tatal226+227) 87227
Il Currert Assets
{3) Stock on hire (Pleaas so8 Mate 2 below)
(i} Amounts deducted in Part A [ftem (xi} [fem 231 ! g
code 1501
(il} Amounts not deducted in part A 232 100
Sub-total{231+232) 57232
{b} Inter-corporate loans/ deposits
() Amounts deducted it Part A’ [Item {xi) ltem 233 1] [H]
sode 150] '
(it Amaunts not geducted s Part A 234 100
Sub-total (233+234) STZ234 '
{c) Loans and advances fully secured by 235 a v}
carmpany’s own deposis
{d) Leans to staff 236 D 0
{e) Other secured loans and aclvances -
zonsidered gocd
(i} Amounts deducted in Part A [Item {xi} kem 241 a 0
code 150)) )

47—6% QU007
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(iiy Amounts nat deducted in Part A
Sub-total(235+236+241+242)

{f Bill purchasedidiscountad
{% Amounts deducted in Part & [Iterm [xi) tam
code 150
{iy Amounts not deducied in Part A

Sub-total (2434244}
{g) Cthers (to be specified)

IV. Fixed Asset (nel of depreciation)
{a) Aggets leased out

(i) Amounts deducted in Pan A [ltem {x1) item
«code 150]
{ii¥ Amounts not deducied in Parl A

Sub-total (251+252)

Total credit exposure (ST232+5T7234+57242+

ST 244+ 245+8T252)

(b} Premises

{c) Furniture & Fixtures

V. Other assets

(a Income-tax deducted at source {net of
rovisions)

(b} Advance tax paid {net of provision)

(c} Interest dus on Government securities
{d) Gthers {1 be specified}

Total weighted assels {items 210 to 258 please
excllide ilem codes prefixed by *5T")

NDIES:

1. Netting may be done in respect of assets where provisions for depreciation or for bad

iand doubtfut debts have been made.

2 Btock on hire should be shown net of finance charges i.e. interest and other charges

yecoverable.

3, Agsets which have been deducted {item code 130)

‘owned fund will have a weightage of 0.
4. ‘Netting may be done in respect of total

242
57242

243

244
aT244
245

251

252
5T252

CT200

283
254

255
256
257
258
200

from nwned fund to arrive at net

outstandirg exposure of & barrower by cash

imarginfcaution moneyfsecurity deposits against which

right to set-off is available.

100

100

100

100

140
104

100
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PART - E
Weighted non-funded exposuresioff-hajlance sheet items
tem Name  Kom Book Conver- Equiva-' Risk Adjusted
Code value sion lent weight value -
factor value
1. Financial & Other
guarantees 310 100 100
2. Share/debenture
underwriting
obligations 320 50 100
3. Parily paid shares/
debenturas 330 1C0 - 100
4. Bills
radiscountad 340 100 - 100
5. |Leasge confracts
entered into but
yet to be
executed 350 100 100
6. Other contingent
liabilties
(To be specified) 360 50 100
Total nan-funded
EIFIUELII’ES r
{ltems 310 to 380) 300 - -

R . R WY 4 ——

Nete: Cash margin/deposits shall be deducted before appliing the conversion factor.
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PART - F
Asset Classification

I, Aggregate of credit exposures categorised into:

ftem name ftern cade Amount

(i] Standard assets - 41*; ------------ _
i) Sub-standard gssets < —

(a) Lease and hire purchase assets 412

(b) Other credit facilities poP
Eii) Doubtful assets - | e ;‘4 _______________
@) Loss assets :1';‘5 ———————————

Total (41110 415) 410 o

Note: (item 410 should tally with CT200 )

- . —_ i

ltem Name ltem code Fravision Actual
required provision
made

{A)} Loans, advances and gther
credil facilities

(i) Sub-standard assgets :

(2) entire amount taken to the 421
credit of profit and 0ss account
before the asset bacame NPA
and remaining unrealised
[paragraph 3(2) of the Directions]

{by 10% of the balance of
outstanding dues 422

{iiy Doubtful assets .

(a) antire amount taken to the 423
eredit of profit and loss account
before the asset became NPA
and remaining unrealised
[paragraph 3(2) of the Directions]
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Actuat
Provision provision

Hem Name lbam code
required made

by 100% to the extent not covered by
realisable value of sacurity plus 20% to 424
50% of the sacured portior: for the period
" the asset has remained doubtful
(ili} Loss assets:
{a) entire amount taken to th credit of
profit and loss account before the
asset became NPA and ramaining 425
unrealised [paragraph 3{2) of the
Directions] ]
(b) 100 % of the outstanding halance 428

[ Total: (item No.421 to 426) | §Ta26 " |

(B} Hire purchase and Leased assets

() Sub-standard assets : [paragraph
8{2) of the Directions]

Hire Purchase assets -
(a) entire amount taken to the credit of 437

profit and loss account before the
asset became NPA and ramaining
unraalised [paragraph 3(})) of the
Directions]

(b) ceficit between total dues and - 428
dapraciated value [paragraph '
5(2)() of the Diractions]

{c} 10% of net book value [paragraph 429
9{2)(ii} of the Directiorts]

Leased Assels

{d) net tease rentals credited (o profit - 430
and loss account before he asset
becamea NPA and remaining
unrealisad [paragraph 3{4} of the
Diractions]

{=} 10% of the net book value 43
[paragraph S(2)(i)} of the Directions]
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Item name

: ftem code

|_ Provisioh |
I reciuired

Actual
provision
made

(i) Doubtful assets
Hire Purchase assets

{a) entire amount taken to the credit of

' profit and toss account before the
asset bacame NPA and remaining
unrealised [paragraph 3(3} of the
Directions]

(b) deficit between total dues and

Z depreciated value [paragraph
2{2)(i) of the Directions]

() 40% of net book value [paragraph
B{2}(ii} of tha Directions]

Leased Assets

" {d) net lease rentals credited to profit
and loss account before the asset
became NPA and remaining
unrealised {paragraph 3{4}) of the
Directions]

{e) 40% of the net book value

[paragraph 9(2)(ii} of the Directions]

Hire Purchase assets

- () entine amount taken to the credit of
profit and loss account befare the
assel bacame NPA and remaining
unrealised {paragraph 3{3} of the
Directions]

~{g) deficit between total dues and

: depreciated value [paragraph

. 9(21(i) of the Diractions]

(Y} 70% of net book value [paragraph
9¢2){ii} of the Directions)

_ Leased Assets

() net lease rentals credited to profit
andg loss account before the asset
khecame NPA andg remaining
unrealised [paragraph 3{4) of the
' Pirections]
(i) 70% of the net book value
[paragraph 9(2}(ii) of the Directions]

432

433

434

435

435

437

438

438

440

441
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Actual
itom name Itam code Provision provision
/| required made

{iii) Loss assels _
Hire P assets

{a) entire amount taken to the cradit of 442
profit and koes account before the
asset became NPA and remaining
unrealised [paragraph 3(3) of the
Directions]

(b) deficit betwesn total dues and 443
depreciated value [paragraph 9(2)(i)
of the Diractions)

(€) 100% of net book value [paragraph 444
B(2)(ii) of the Diractions)

Leased Assets

(a} net lease rentals credited to profit 445
and ioss account before the asset
became NPA and remaining
unrealised [paragraph 3(4) of the
Directions)

(b) 100% of the net book value 448
[paragraph 8(2)(ii} of the Directions]

Sub-Total: (itemn No.427 ta 446) ST 448
Total provisions (ST426+5T4486) 420
‘ HI. Other provisions in respact of -
(i) Depreciation in fixed assets 451
{ii) Depreciation in investments 452
(iii) Loss/intangible assets 453
{iv) Provision for t_axatinn 454
{v) Gratuity/provident fund 455
{vi} Others (10 be specified) A56

i Total 4560
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com niesifirms in the same group and other non-b

PART-G

Particulars regarding investments in and advances 1o

Item name

i};

Book value of bonds and
debentures and outstanding loans and

. advances to and deposits with subsidiaries

and companies in the same group

- {Delais to be enclosed in Appendix
. No. I}

Investments in shares of subsidiaries
and companies in the same group and
all non-banking financial companies
{Details to he enclosed in Appendix
No. ).

i)

Investments by way of shares, debentures,
loans and advances, leasing, hire
purchase finance, deposils etc. in other
companies, firms and proprietary concerns
where directors of the company hold
substantial interest

{Details to be enclosed in Appendix

No. )3

anking fihancial companies

- e ———

tern Amount
code

&10
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PART -H

Particulars regarding concentration of advances including off balance sheet exposure

and inveatments {o parties including those in Part G above

em name ' Item Amount
Code

i) Loans and advances including off-balance
sheet exposures o any single party in
excess of 15 per cent of owned fund of
the non-banking financial company
(Details to be enclosed in Appandix No. ) 610

i} Loans and advances including off-balance
sheet exposures to a single group of
parties in excess of 25 per cant of owned
fund of the non-banking financial company
{Details to be enclosed in Appandix No. ) B20

it} Investments in a single company in
excess of 15 per cent of the owned fund
of the non-banking financial company
(Details to be enclosed in Appendix No. } 830

v} Investments in the shares issued by a
single group of companies in
excess of 25 per cent of the owned
fund of the non-banking financial company 640

v) Loans, advances to {including debentures/
bends and off-balance sheet exposures) and
investment in the shares of single party in excess
of 25 per cent of the owned fund of the
nen-banking financial company 650

vi) Loans, advances to (including debentures/
bonds and off-balance sheet exposures)
and investment in the shares of singla group
of parties in excess of 40 per cent
of the owned fund of the _ :
non-banlking financial company 860

Notes :

(1} Al these exposure limits shall be applicable to the non-banking financial
company's own group as well as fo the borrower/investee company’s group.

(2} Investment in debentures for this purpose shall be {reated as credit and not
investment. .

49--6% GL200T
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Part - |

Particulars regarding Investments in premises and unquoted shares

Item name Item Armount
Code

(il Investments in Premises,
(L.and and buildings)
except for own use, (out of itern
code 253 in the return) held by
the company in excess of 10
percant of the owned fund

(a) Acguired by the company 710
independently

{b) Acguired in satisfaction of ifs 720
debis.

il Investments in unquoted shares
except those held in the
subsidiaries and companies in the
same group (vide itern code 141
and 142) in excess of

(a) 10 percent of the owned fund T30
in case of Asset Finance Companies

{o) 20 percent of the owned fund 740
in case of loan and investment
companies

- JR— J T il
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PARY -.J

Particulars on suit filed and decread debts by
the non-banking financial company and against it

ltem Name tem Code Amount

)

(i} Loans, advances, other credit facilities, 810
leased assets and hire purchase assats for

which the non-banking financial company

has filed suits in any Court of Law

for recovery of its dues including the

decraed debts :
Pending for over & years 811
Pending for 3 to § years - 812
Pending for 1 to 3 years : 813
- Pending for less than one year 814

(i)} Out of (I) above, the loans, advances, other 820
credit facilities and hire purchase assets for

which decree has been cbtained by the

pon-banking financial company

(i) Recoveries made in suit filed / decreed 830
debts (including amounts deposited in -
the Court)

IIl. Suit filed and decreed against the company 840
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CERTIFICATE
Certified that

{1}  the datafinformation furnished in this statement are in accordance
with the Directions issued by the Reserve Bank of India relating to
income recognition, accounting standards, asset classification,
provisioning for bad and doubtful debts, capilal adequacy and
concentration of credit and investments. The statement has been
compiled from the books of account and other records of the
company and to the best of my knowledge and belief they are
canrect;

(2) Reserve Bank's classification of the company as a ... on
the basis of its principal business as evidenced from its asset and
income pattem continues/does not contirue to hold good {delete
whatever is not applicable);

{3) the company has accepted public deposit and the quantum of such
deposit is within the limits applicable to the company:

(4)  the company has not paid interest/brokerage on deposit beyond the
ceiling prescribed under the Diractions;

() the company has not defaulted in repayment of matured deposit;

(8) the credit rating for fixed deposits assigned by the Credit Rating
Agency viz.------—- —-{Name of the Agency)
A —--—e—emmmmnmmnen {rating ievel) is valid;

(7}  the capital adeguacy as disclosed in part C of the return after taking
into account the particulars contained in part D, E and F has been
correctty worked out;

(8) the aggregate of amount outstanding in respect ¢f loans, equipment
leasing, hire purchase finance and investment held together with
other assets of the company during the half year endsd March /
Septemnber is taken into account to ensure that the minimum
stipulated capital adequacy ratio as appticable to the company has
been maintained throughout the reievant periocd on an on-going
basis;

() classification of assets as disciosed in part F of the return has been
verified and found to be correct. No rolloverfrephasement of loans,
lease and hire purchase transactions and bills discounted beyond
due dates has been observed. The sub-standarc ar doubtful or loss
asset, if up-graded, has been done so, in conformity with the Non-
Banking Financial {Deposit Accepting or Holding) Compames
Prudential Norms (Reserve Bank) Directions, 2007,

(10) investments in group companies as disclosed in part G of the return,
exposures to individualsffirms/other companies exceeding the
creditfinvestment concentration norms as disclesed in part H of ths
half-yearly return, investments in premises and unguoted shares as
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disclosed in part'l of the return and particutars on suit filed and -
decresd debts by the company and against it as disclosed in part J
of the return and classification of such assets is correct.

Place : : For and on behalf of
Date (Name of the company)

Managing Director/Chief Executive Officer

Auditor's Report

We have examined the books of account and other records maintained by
Limited in respect of the capital funds, nisk
assetslexposures angd risk asset ratio etc. as on .....20., and
statements/certificate hereinabove made by the Managing Director/Chief
Executive Officer of the company or his authorised representative. On the .
basis of random checking, we certify the statement in paragraph (8) above.
We further report that to the best of our knowiedge and according to the
information and explanations given to us and as shown by the record
examined by us, the figures shown in Parte A, B, C, D, E, F, G, H, I anc J of
the statement hereinabove are correct,

Place:
Date:

Statutory auditors

5059 aI2007
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Annex 3
Form NBS3 6
Monthly return on exposure to capital market
as at end of month , 20...
Nams of the NBFC/RNBC :

Company Code No. :
(To be filed by RBI)

Address of Registered Office:
REBI Ragistration No.:

Classification of the Company : AFC/Loan/Investmant/RNBC

Nates and instructions for filling of the Return

1. Applicability

This return is to be filled by all deposit taking NBFCs having total assets of Rs 100
crore: and above as on March 31 of the previous year (.. for the return for the
manth of April 2007 or October 2007 the base date fotal assets would be March
2007, similarly for the return for the month of March 2008 base date iotal asselts
would be March 2007). In the absence of audited figures, pravistonal figures may be
taken for the purpose.

2. The return should be submitted to the Regional Cffice of the Department of Nen-
Banking Supervision, Reserve Bank of India under whose jurisdiction its Registered
Office is situated.

3. Definition of capital market exposure (CME}

The CME, for the purpose of this return, would be the aggregate of exposures of the
company in the form of:

(i} investment in guoted equity shares, quoied compulsorily convertible
preference shares (CCPS), quoted convertible bonds and debentures and
guoted units of primarily equity oriented mutual funds:

(i) loans and advances against securities at (i} above, including those for
financing of IPOs, efc.
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{in} secured and unsecured loans and advances to and guarantees issued
on behalf of stock brokers; and

{iv)  underwriting commitments in respect of equity related primary issues
including through book building route; and

{v)  any other equity related exposura to capital market.

4, The CME does not cover acceptance of shares, debentures, units of mutual
funds, etc. assigned to the NEFCs and RNBCs as collateral or additional security, if
they are accepted as per normal business practice and appraisal procadure, as also
the investments by RNBCs in compliance with the provisions of paragraph 6 of the
Residuary Non-Banking Companies (Reserve Bank) Directions, 1987,

5 ‘Subsidiaries’ and 'Companies in the same group’ mentioned in this Return
hava the same meanings assigned to them in Section 4 and Section 372 (11)
respectively, of the Companies: Act, 1956.

8 Turmover means total of sales and purchases in the same category of
Investments,

7 - In case there is nothing to report in any part 1 e of the Retumn, 00s may be
indicated in the column(s) meant for “Amount”

8. The Return should be signed by any of the Principal Officers as given in the
Annual retum on deposilts (NB5-1/NBS-1A).

g. The term Gross Purchases indicates exposures which result in increase in
capital market exposure and (3ross Sales means exposure which result in dacllne in
. capital markst exposure of the NBFC/RNBC,
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Part 1 - Quoted Investments

Particulars of investments

the last

month

jmanth month

| Turnover during:Book  |Market
|value as|value

at
end
the

(Amount in lakhs of Rs.)

the|las at

ofithe
}end of

GP*__ Gs™ Tofal :

1. . Investment in Quoted Equity
sharas of Companies including !
Publit Sector Undertakings

{1 Companies in the same
group

1.2 Other companies_

2. Investment in quoted |
convertible bonds [/ debentures of
Companies including Public Ser.:tcr| I

Undertakings ! |

21  Companies in the same
group )

2.2 Other companies o

3. investment in units of primarily
equity oriented Mutual Funds

A investments in  quoted
Compuisority Convertible Preference i
Shares

41 Companies in the same |
group

4.2 Other companies

5 Total of mvestments in quoled
shames, bonds/ convertible
debentures, units of primarily equity |

oriented Mutual Furids {1+2+3+4) i

.

6. Loans and advances against
quoted shares or quoted convertible
bonds/debentures or units of primarily
equity oriented Mutual Funds o | |
companies against '

(@) physical securities N

(b} demat securities

81 Of 6 above, maximum amount
| given t¢ a company
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8.2 Of 6 above, loans and advances
to compenies fer financing of |POs

6.2.1 physical securities

6.2.2 demat securities

6.3 Of 6 above, loans and advances
to

6.3.1 Companies in 1he' same
| group

6.3.2 Other companies

7. Loans and advances  against
quoted sharas or quoted convertible
bonds/debentures or units of primarily
equity oriented Mutual Funds to
Individuals, firms, HUFs and
unincorporated  associations  of
persons against '

(a) physical securities

(b) demat securities

7.1 Of T above, maximum amount of
loan and advances given to one
individual or a firm or an HUF or an
unincarporated association of persons

72 Of (7) above, Ilocans and
advances to individuals, firms, HUFs
and unincorporated associations of

persons for financing of iPOs against

7.2.1 physical securities

7.2 2 demat securitias

a. Exposure to stock brokers

8.1 Loans to stock brokers,

8.1.1 Secured

8.1.2 Unsecured

813 SubTotal8.1.1 +8.1.2

8.2 Guarantees on behalf of stock
brokers

.3 Maximum amount of loan and
advances given to a stock broker

8.4 Total of exposure to stock brokers
(8.1.3+8.2)

8.5 Of 8.4 above, the exposure to
broking entities/firms in the own group
of NBFC

51—65 QL2007
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- —- .
!

——— e ——- et e e ———_ e —

9. Underwriting commitmenits of the

company in respect of equity related
primary issues including through book
building route

10. Any other equity related exposure *

. kg capital market (Please specify)

11, TOTAL CAPITAL MARKET
EXPOSURE-(5+6 +7+8+8+10)

Pg:rt -2 Unguoted invastments

12. Investment in ungquoted Egquity

shares of Companies including Public

Sector Undertakings

group

121 Companies in the sams

2.2 Other companies

13. Investment in unquoted bonds /

debentures of Companies including |

Fublic Sector  Undertakings

13.1  Companies in the same.

 group

13.2 Other companies

14, Total of investments in unguoted
aquity shares/bonds/debentures
(12+13)

* 5P - Gross Puschases
* -G8 - Gross Sales

Part - 3 Position as per last Audited Balance Sheet

15. Owned Funds of the company as
per lasl audited balance sheet

16. Total assets of the company (net
af intangibles) as per {ast audited
halance shegt

17 Total deposits (for RNBCs)public |

deposits (for NBFCs) of the company
as at the end of the month to which
the return relates

Signature of Manager/ Managing
Ditector / Authorised Official

Place :
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No. DNBS. 193  DG(Vi.)-2007

The Reserve Bank of India, having considered it necessary in the public interest, and
being safisfied that, for the purpose of enabling the Bank to regulate the credit
system to the advantage of the couniry, it is necessary to issue the Directions
relating to the prudential norms as set out below, in exercise of the powers conferred
by Section 45JA of the Reserve Bank of India Act, 1934 (2 of 1934) and of all the
powers enabling it in this behalf, and in supersession of the Non-Banking Financial
Companies Prudential Norms (Reserve Bank) Directions, 19598 contained in
Nofification No. DFC. 119/DG(SPT)/SE dated January 31, 1988, gives to every non-
banking financiai company not accepting / holding public deposits the Directions
hereinafter specified.

Short title, comnencement and
applicability of the Directions: .

4. (1) These Directions shall be known as the "Non-Banking Financial {Non- Deposit
Accepting or Holding) -Companies Prudential Norms (Reserve Bank) Directions,
2007".

(2) These Directions shall come into force with immediate effect.

(3) () The provisions of these Direclions save as provided for in clauses (i)
(i) and (iv) hereinafter, shall apply to -

gvery non-banking financial company not accepting / holding public
deposits,
(i) The provisions of paragraphs 16 and 18 of these Directions shall not
apply to - . -
fa) a loan company,
(b) an investment company;
(c) an asset finance company

which is riot a systemically important non-deposit taking non-banking
financial company.

(iii) These Directions shall not apply to a non-banking financial company being
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an investment company,
Pravided that, it is

(a) holding investments n the securities of its group/ hoding/ subsidiary
companies and book value of such holding is not iess than ninety per
cent of its total assets and it is not trading in such securities;

{b} notaccepting/holding public deposit, and

() is not a systemically important non-deposit taking non-banking financial
company.

However, the provisions of paragraphs 16 and 18 shal| be applicable to such
investment comparies which are systemically important non-deposit taking
non-banking financial company.

(iv} These Directions except the provisions of paragraph 18 shall not apply to
nor-banking financial company being a Government company as defined
under Section §17 of the Companies Acl, 1956 {1 of 1956} and not
accepting f holding public depasit.

Definitions
2. (1} For the purpose of these Directions. Uniess the context otherwise requires:

(i} ‘'break up value” means the equity capital and resefves as reduced by
intangible assets and revajuation reserves, divided by the number of equity
shares of the investea company,

(i} “carrying cost' means ook value of the assets and interest accrued thereon
but not received.

{iiy “current investment’ means an investment which is by its nature readly
reglisable and is intended to be held for not more than one year from the
date an which such investment is made; -

(iv} “doubtful asset” means .

{a} a term loan, or

(b) g lease asset, or

{c) a hire purchase asset, or
(d) any other asset,

which remains a sub-standard asset for a periodi exceeding 18 months;
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(v) “eaming 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
preceding three years and further divided by the number of equity shares of
the investee company and capitalised at the following rate:

(a) in case of predominantly manufacturing company, eight per cent;

(b} in case of predominantly trading company, ten per cent; and

{c) in case of any other company, including nan-banking financial company,
twelve per cent; .

NOTE ' if, an investee company is a loss making company, the earning value
will be taken at zerg:

(vi) “fair vaiue” means the mean of the eaming value and the break up value;

{vii) “hybrid ‘debt”  means capital instrument which possesses certain
characteristics of equity as well as of debt;

(viil) ‘infrastructure loan’ means a cradit facility extended by non-banking financial
companies to a borower, by way of term lean, 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 such
subscription amount fo be “in the nature of advance” or any other form of
long term funded facility provided to a borrower company engaged in;

Developing or
a Operating and maintaining, or
. Developing, operating and maintaining

any infrastructure facility that is a project in any of tha following sectors:

a) aroad, inciuding toll road, a bridge or a rail system;

b) a highway project including other activities being an integral part
of the highway project;

¢} & port, airport, intand waterway or inland port: .
d) a water supply project, imigatiocn project, water treatmen
system, sanitation and sewerage system or solid waste management
system;

e) ltelecommunication services whether basic or cellular, including
radio paging, domestic satellte gervice {i.e., a satelite owned and
operated by an Indian company for providing telecommunication
servicg), netwerk of trunking, broadband network and intemet
services;

f)y  anindustrial park or special economic zone;

g) generation ¢r generation and distribution of power;

h) transmission or distribution of power by laying a network of new
transmission or distribution lines;

ij  construction relating to projects involving agro-processing and
supply of inputs to agriculture;

52—6% G007
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j}  construction for preservation and storage of processed agro-
products, perishable goods such as fruits, vegetables and flowers
including testing facilities for quality,

k} construction of educational institutions and hospitals; and

) any other infrastructure facility of simmitar nature.

{ix) “loss asset” means:

{a) an asset which has been identified as loss asset by the non-banking
financial company or its internal or external auditor or by the Reserve
Bank of India during the inspection of the nor-banking financial
company, to the extent it is not written off by the non-banking financial
company,; and

() 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;

(x)"long term investment” means an investment other than a current investment,

{xi} "net asset value" means the latest declared net assel value by the mutual
fund concermed in respect of that particular scheme;

(xii} “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
8(2)(i) of these Directions;

(b) in the case of leased asset, aggregate of capital portion of overdue
lease rentals accounted as receivable and depreciated book value of
the lease asset as adjusted by the balance of lease adjustment
account.

{xiil}) non-performing asset’ (referred fo in these Directions as "NPAT)
means: '

(a) an asset, in respect of which, interest has remained overdue for a
period of six months or more;

(b) a ferm loan inclusive of unpaid interest, when the instalment is overdue
for & penod of six maenths or more or on which interest amount
remained overdue for a period of six months or more;

{c) a demand or call loan, which remained overdue for a period of six
months or more from the date of demand or call or on which interest
amount remained overdue for a period of six months or more;
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{d) a bill which remainé overdue for a period of six months or mare,

{e) the interest in respe:t of a debt or the income on receivables under the
head "other current assets' in the nature of short term loans/advances,
which facility remained overdue for a period of six menths or more;

(fi any dues on account of sale of assels or services rendered or
reimbursement of expenses incurred, which remained overdue for a
period of six months or more,

(g) the lease rental and hire purchase instalment, which has become
overdue for a period of twelve months or more; :

{h) in respect of loans, advances and other credit facilities (including bills
purchased and discounted), the balance outstanding under the credit
facilities (including accrued interest) made available. to the same
borrower/beneficiary when any of the above credit facilities becomes
non-performing asset:

Provided that in the case of lease and hire purchase transactions, a non-
banking financial company may classify each such account on the basis of
its record of recovery,

(xiv) “owned fund” means paid up equity capital, preference shares which are
compulsorily convertible into equity, free reserves, balance in share
premium account and capital reserves representing surpius arising out of
sale proceeds of asset, excluding reserves created by revaluation of asset,
as reduced by accumulated loss balance, book value of intangible -assets
and deferred revenue expenditure, if any, :

{(xv) “standard asset’ means the asset in respect of wﬁich. no default in
repayment of principal ar payment of interest is perceived and which does
not disclose any problem nor carry more than normat risk attached to the-
business;

(ovi) “sub-standard asset” means:

(a) an asset which has been classified as non-performing asset for a
period not exceeding 18 months;

(b) an asset where the terms of the agreement regarding interest and / or
. principal have been renegotiated or rescheduled or restructured after
commencement of operations, until the expiry of one year of
satisfactory performance under the renegotiated or rescheduled or
restructured terms:

Provided that the classification of infrastructure loan as a sub-standard
asset shall be in accordance with the provisions of paragraph 20 of
these Directions, .
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(xvii) "subordinated debf" means an instrument, which is fully paid up. is unsecured
and i3 subardinated to the claims of other creditors and is free from restrictive
clauses and is not redeemabie at the instance of the hoider 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:

Remaining Maturity of the instruments Rate of discount
(@) Upto one year 100%
(b} More than one year but upto two years 0%
(c) More than two years but upto three years G0%
(d}  More than three years but upto four years 40%
{e) More than four years but upto five years 20%

to the extent such discounted valug does not exceed fifty per cent of Tier |
capital;

(xviii) “substantial interest” means holding of & 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 per cent
of the paid up capital of the company; or the capital subscribed by alt the
partners of a partnership firm:

(xix)  ‘Systemically important non-deposit taking non-bankmy financial company’,
means a non-barking financial company nol accepting / holding public
depaosits and having total assets of Rs 100 crore and above as shown in the
last audited balance sheet.”

(xx)  “Tier | Capital” means owned fund as reduced by investment in shares of
other non-banking financial companies and in shares debentures, bands,
outstanding icans and advances including hire purchase and fease finance
made 1o and deposits with subsidiaries and companies in *he same group
exceeding, in aggregate, ten per cent of the owned fund:

(xxi}  “Tier |l capital" includes the foliowing :-

{a) preference shares other than those which are compulsorily convertible
into equity:

{b} revaluation reserves at discaunted rate of fifty five percent;

(c} general provisions and loss reserves to the extent these are not
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attributable to actual diminution in value or identifiable potential ioss in
any specific asset and are available to meet unaxpected losses, to the
extent of one and cne fourth percent of nsk weighted assets; '

(d} hybrid debt capital instruments; anc - C e

{e] subordinated deb
to the axtant the aggregate does not exceed Tier | capital.

(2) Other words or sxpressions used but not defined herein and defined in the
Resarve Bank of India Act, 1934 (2 of 1934) or the Non-Banking Financial
Companies Acceptance of Public Deposits (Reserve Bank) Directions, 1998 shall
have the same meaning as assigned to them under that Act or that Directions.- Any
other words or expressions not defined in that Act or that Directions, shall have the
same meaning assigned to thern in the Companies Act, 1858 (1 of 1958).

Income recognition

3. {1) The income recognition shall be based on recognised accounting principles.

{2) Income including interest/discount 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 urirealised shali be
reversed.

(2) In regpect of hire purchase assets, where instalments are overdue for more
than 12 months, income shall be recognised only when hire charges are
actually received. Any such income taken to the credit of profit and loss

accotint befere the assel became nun-perfanmng and remaining unrealised, -

shall be reversed.

(4) In respect of lease assels, where lease rentais are overdue for more than 12
months, the income shall be recognised only when lease rentals are actually
received. The net lease rentals taken to the credit of profit and loss account
before the asset bacame non-performing and remaining unrealised shall be
revarsed.

Explanation

For the purpose of this paragraph, 'net lease fentals' mean gross lease rentals
as adjusted by the lease adjustment account debited/credited to the profit and

loss account and as recuced by depreciation at the rate appllcable under

Schedule XIV of the Companies Act, 1956 {1 of 1856}
Income from invesbments

4, (1) income from dividend on shares of corporate bodies and units of mutual funds
shall e taken into account on cash basis:

53—69 U007
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" Provided that the income from dividend on shares of carporate bodies may be
taken into account on accrual basis when such dividend has been declared by
the corporate body in its annual general meehng and the non-banking
financial company's right to receive payment is estaklished.
(2} Income from bonds and debentures of corporate bodies and from Government
securities/bonds may be taken into account on accrual basis

Provided that the interest rate on these instruments is pre-determined and
interest is serviced regularly and is not in arrears.

(3) tncome on securities of corporate bodies or public sector undertakings, the
payment of interest and repayment of principal of which have been guaranteed by
Gentlral Government or 2 State Government may be taken nto account on accrual
basis.

Accounting standards

5. Accounting Standards and Guidance Notes issusd by the institute of Chartered
Accountants of India (referred to in these Directions as "1CAI") shall be followed
insofar as they are not inconsistent with any of these Directions

Accgunting of investments

6. (1)(@) The Board of Directors of every non-banking financial company shall
frame investment policy for the company and implemint the same,

b} The criteriz to classify the investments intc current and long term
investments shall be spelt out by the Board of the company in the
investment policy:

(c) Investments in securities shall be classified int: current and long temm,
at the time of making each investment;

(dy ) There shall be no inter-class transfer on ad-hoc basis;

tiit  The inter-class transfer, if warranted, shall be effected only at
the baginning of each half year, on April 1 or October 1, with the
approval of the Board;

tiiy  The investments shali be transferred scrip-wise, from current to
long-term or vice-versa, at book value or market wvalue,
whichever is lower;

(iv)  The depreciation, if any, in each scrip shall be fully provided for
and appreciation, if any, shall be ignoret:

(V) The depreciation in one scrip shall not be set off against
appreciation in another scrip, at the tme of such inter-class
transfer, even in respect of the scrips of the same category.
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(2)

Quoted currant investments shall for the purposes of valuation, be grouped
into the following categories, viz.,

(3) equity shares,

(b} preference shares,

(¢) debentures and bonds, .
{d) Govermment securities including treasury bills,
{&) units of mutual fund, and

() others.

Quoted current investments for gach category shall be valued at cost of
market value whichever is lower. For thig 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 categary is less than the aggregate cost for that category, the
net depreciation shali be provided for or charged to the profit and loss
account. If the aggregate market value for the calegory exceeds the
aggregate cost for the category, the net appreciation shall be ignored.
Depreciation in one category of investments shall not be set off against

- appreciation in another category.

(3)

(4)

(3)

(6)

(7)
(8)

Unquoted equity shares in the nature of current investmenis shall be valued
at cost or break up value, whichever is lower. HMHowever, non-banking
financia! companies may substitute fair value for the break up value of the
shares, if considered necessary. Where the balance sheet of the investes
company is not available for two years, such shares shall be valued at one
Rupee only.

Unquoted preference shares in the nature of current investments shall be
valued at cost or face value, whichever is lower,

Investments in unquoled Government securities or Government guaranteed
bonds shall be vaiued at carrying cost.

Unguoted investments in the units of mutual funds in the nature of current
investments ghall be valued at the net asset value declared by the muiual
fund in respect of each particular scheme. .

Commercial papers shall be valued at carrying cost.
A long term fnvestment shall be valued in accordance with the Accounting
Standard issued by ICAL

Note: Unquoted debentures shall be treated as term loans or other type of
credit facilites depending upon the tenure of such debentures for the
purpose of income recognition and asset classification.
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Neeod for Policy on Demand/Call Loans

7.(1} The Board of Directors of every non-banking financial company
grantingfintending to grant demand/call loans shall frame a policy for the
company and implement the same.

(2}  Such policy shall, inter alia, stipulate the followirg, -

(i) A cut off date within which the repayment of demand or call jean shall
be demanded or called up;

(i)  The sanctioning authority shall, record specific reasons in writing at the
ttme of sanctioning demand or cali Iban. if the cut off date for

demanding or calling up such loan is stipulated beyond a period of one
year from the date of sanction;

(i}  The rate of interest which shall be payable an scch loans,

{iv] [Interest on such loans, as stipulated shali be payable either at monthly
or quarterly rests;

(v)  The sanctioning authority shall, record specific reasons in writing at the
time of sanctioning demand or call loan, if nc interest is stipulated or a
maoratariurn i1s granted for any period;

(viy A cut off date, for review of performance of the loan, not exceeding six
months commencing from the date of sanction;

(vii} Such demand or call loans shall not be renewed unless the periodical
review has shown satisfactory compliance with the terms of sanction.

Asset Classification

8. (1} Every non-banking financial company shall, after taking into account the
degree of well defined credit weaknesses and extent of dependence on collateral
security for realisation, classify it leasefhire purchase assels. loans and advances
and any other forms of credit into the following classes, namely.

{1y Standard assets;

(i) Sub-standard assels;
{ili} Doubtful assets; and
{iv) Loss assats.

{2} The class of assets referred to above shall not be upgraded merely as a result
of rescheduiing, unless it satisfies the conditions required for the upgradation.

Provigioning requirements

9. Ewvery non-banking financial company shall, after taking inio account the time lag
betwean an account becoming non-performing, it recognition as such, the

160
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realisation of the security and the ercsion over time in the value of security charged,
make provision 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
facilitios including bills purchased and discounted shall be as under :

{i) Loss Assets The entire asset shalt be written off.
If the assets are permitted to remain
in the bocks for any reason, 100%
of the outstanding should be
provided for,

(if) Doubtful Assets {a) 100% pravision to the extent to which
the advance is not covered by the
realisable value of the security ¢
which the non-banking financial company has a
valid recourse shall be made, The realisable
value is to be estimated on a realistic basis;

{b) In addition to item {a) above; "
depending upon the period for which
the asset has remained doubtful,
provision to the extent of 20% to
50% of the secured portion (i.e.
esfimated realisable value of the
outstanding} shall be made on the

following basis : -
Perlod for which the asset has
heen cansidered as doubtful % of proviglon
Up to one year | 20
One to three years ‘ 30
More than three years 50
jii} Sub-standard assels A general provision of 10% of total

outstanding shall be made.

Leasse and hire purchase assets

{2) The provisioning rejuirements in respect of hire purchase and leased
assets shall be as under:

%469 GWIDOT
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Hire purchase assets

(i) In respect of hire purchase assets, the total dues {overdue and future
instalments taken together) as reduced by

(ay the finance charges not credited to the predit and less account and
carried forward as unmatured finance charges; and

{b) the depreciated value of the underlyirg asssl
shall be provided for,
Explanation . For the purpose of this paragraph,
(1) the depreciated value of the asset shall be notionally computed as
the originat cost of the asset {0 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.

Additional provigign for hire purchase and leased assets

(i) In respect of hire purchase and leased assets. additional provision shall be
made as under:

*

(a) VWhere hire charges or lease

rentals are overdue upto 12 months Nil
(b} where hire charges or 14 percent of the
lease rentals are overdue for more than tvat book value

12 months but upto 24 months

{c} where hire charges or lease 40 percent of the
rentals are overdue for more than 24 months 12t ook value
but upte 36 manths

(d} where hire charges or lease 70 percent of the
rentals are overdue for more than 36 months  het book value
but upto 48 months

{e) where hire charges or lease 100 percent of the
rentals are overdue for more than 48 manths net book value
{ii) On expiry of a period of 12 months after the due date of the last instalment

of hire purchasefleased asset, the entire net book value shafl be fully
provided for.

12
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NOTES :

(1)

(2)

(3)

(4)

5

(&)

The amount of caution moneyfmargin money or security deposits kept
by the borrower with the nen-banking finangial company in pursuance
of the hire purchase agreement may be deducted against the
provigions 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
fhe hire purchase agreement may be deducted only against the
provisions stipulated under clause (ii} above.

The amount of security deposits kept by the borrower with the non-
banking financial company in pursuance to the lease agreement
together with the value of any other securty available in pursuance to
the lease agreement may be deducted only against the provisions
stipulated under clauge {ii) above.

It is clarified tha! income recognition on and provisioning against NPAs
are two different aspects of prudential narms and provisions as per
the norms are required te be made on NPAs on total cutstanding
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 cannot be taken as reason for not making provision.

An asset which has been renegotiated or rescheduled as referred to
in paragraph (2) (1) (xvi) (b) of these Directichs shall be a sub-standard
asset or continue to remain in the same category in which it was pricr
to its renegotiation or reschedulement as a doubtful asset or a loss
asset as the case may be. Necessary provision is required to be made
as applicable o such asset till it is upgraded.

The balance sheet to be prepared by the NBFC may be in accordance
with the provisians contained in sub-paragraph {2) of pa_ragraph 10.

All financial leases written on or after Aprl 1, 2001 atiract the
provisioning requirements as applicable o hire purchase assets.

Digclosure In the balance shget

10, (1) Every

non-banking financial company shall separately disclose in its balance

sheet the provisions made as per paragraph 9 above without netting them from the

income or ag

ainst the value of assels.

{2) The provisions shall be distinctly indicated under separate heads of account ag

13
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under :-
{i)y provisions for bad and doubtful debts; and
(i} provisions for depreciation in investments.

{(3) Such provisions shall not be appropriated from the general provisions and loss
reserves held, if any, by the nen-banking financial company.

{4) Such provisions for each year shall be debited to the profit and loss account. The
excess of provisions, if any, held under the heads ger=ral provisions and loss
reserves may be written back without making adjustment against themn.

Constitution of Audit Committee by nen-banking financial companiss

11. A non-banking financial company having assets of Rs. 50 crore and above as
per its last audited balance sheet shall constitute an Audit Committes, consisting of
not less than three members of its Board of Directors.

Explanation |1 The Audit Committee constituted by a non-banking
financial company as required under Section 2492A of the Companies

Act, 1956 (1 of 1856) shall be the Audit Commitiee for the purposes of
this paragraph.

Explanation [l: The Audit Committee corstituted under this paragraph
shall have the same powers, functions and duties as laid down in
Section 292A of the Companies Act, 1856 (1 of 1958).

Accounting vear

12. Every non-banking financial company shall prepare its balance sheet and
profit and loss account as on March 21 every year. Wherever a non-banking
financial company intends to extend the date of its balance sheet as per provisions
of the Companies Act, it should take prior approval of the Resenve Bank of India
before approaching the Registrar of Companies for this purpose.

Further, even in cases where the Bank and the Ragistrar of Companies grant
extension of time, the non-banking financial company shall furnish to the Bank a

proforma balance sheet (unaudited ) as on March 31 of the year and the statutory
returns due on the said date.

Schedule to the balance sheet

13. Every non-banking financial company shall append o its balance sheet
prescribad under the Companies Act. 1956, the particulars n the schedule as set out
in Annex.
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Transactions in Govemmant securitios

14. Every non-banking financial company may undertake transactions in
Government securities through its CSGL account or its demat account:

provided that no non-banking financial company shall undertake any
transaction in government security in physical form through any broker.

Submission of a certificate from Statutory Auditor to the Bank

15. Every non-banking financial company shall submit a Certificate from its
Statutory Auditor that it is engaged in the business of non-banking financial
instilution requiring it to hoid a Cenrtificate of Registration under Section 45-1A of the
RBI Act. A certificate from the Statutory Auditor in this regard with reference to the
position of the company as at end of the financial year ended March 31 'may be
submitted to the Regional Office of the Department of Non-Banking Supervisian
under whose jurisdiction the non-banking financial company is registered, latest by
June 30, every year. Such certificate shall also indicate the asset / income pattern of
the non-banking financial company for making it eligible for classification as Asset
Finance Company, (nvestment Company or Loan Company.

Requiremaent as to capital adequacy

16. (1) Every systemically important ron-deposit taking non-banking financial
company shall maintain, with effect from April 1, 2007, a minimum capital ratio
consisting of Tier | and Tier Il capital which shall not be less than ten per cent of its
aggregate risk weighted assets on balance sheet and of risk adjusted value of off-
balance sheet items. '

{2) The total of Tier Hl capital, at any point of time, shall not exceed one hundred
per cent of Tier | capital.

Explanations:

On balance sheot assets

(1)  In these Directions, degrees of credit risk expressed as percentage
weightages have been assigned to balance sheet assets. Hence, the value of
each assel/itemt requires to be multiplied by the relevant risk weights to arrive
at risk adjusted value of assets. The aggregate shall be taken into account for
reckoning the minimum capital ratio. The risk weighted asset shall be
calculated as the weighted aggregate of funded items as detailed hereunder:

Welghted risk assets - On-Balance Sheet items
Parcentafie weight

() Cash and bank balances including

55-~69 GI/2007
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fixed deposits and cerificates of
deposits with banks &

(i Invesiments

{(a) Appraved securites 0
{Except at () below]

{h) Bonds of public sector banks 20

{c} Fixed deposits/certificates of deposits/
honds of public financial institutions 100

{d} Shares of all companies and
debentures/bonds/commercial
papers of all companies and
units of all mutual funds 100

(i) Gurrent assets
{a) Stock on hire {net book value) 100
(b) Intercorporate loans/deposits 100
(c) Loans and advances fully

secured against deposits held ¢
by the company itself

{d) Loans to staff 0
{e) Other secured loans and advances
considered good 100
(f) Bills purchased/discounted 100
(g) Others (To be specified) 100
{iv] Fixed Assets (net of depreciation}
{a} Assets lcased out  (net book valug) 100
(b) Premises 100
{c) Furniture & Fixtures 100

(v} Other assets

fa) Inceme tax deducted at
source (net of provision) 0
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(b) Advance tax paid {net of provision) 0

{c) Interest due on Gover;'nment gecurities 0

{d) Others {to be specified) 100
Notes: |

{1} Neiting may be done only in respect of assels where provisions
for depreciation or for bad and doubtful debts have been made.

(2) Assets which have been deducted from owned fund to arrive at net
owned fund shall have a welghtage of "zero’.

(3) While calculating the aggregate of funded exposure of a borrower for

the purpose of assignment of risk weight, such non-banking financial
companies may net off the amotnt of gash margin/caution
money/security deposits (against which right to set-off is available) held
as collateral against the advances out of the lotal outstanding exposure
of the borrower.

Cff-balance sheet itarns

{2) In these Directions, degrees of credit risk exposure attached to off-
balance shaet items have been expressed as percentage of credit conversion
facter. Hence, the face value of sach item requires to be first multiplied by the
relevant conversion factor to arrive at risk adjusted vaiue of off-balance sheet
item. The aggregate shall be taken into account for reckoning the minimum
capital ratio. This shalt have to be again multiplied by the risk weight of 100.
The risk adjusted value: of the off-balance sheet tems shall be calculated as
per the credit conversion factors of non-funded items as detailed hereunder : -

Nature of item Credit conversion factor -
Percentage

iy Financial & other guarantees . 100

i} Share/debenture underwriting obligations 50

i) Partly-paid shares/debentures 100

iv) Bills discounted/rediscounted 100

v) Leasa caontracts entered into but :
yet to be executed 100
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vi) Other contingent liabilities 50
{To be suecified)

Note: Cash margins/deposits shali be deductad sefore applying the
conversion factor.

Loans against non-banking financial company's own shargs prohlbited

17. (1) Nac non-banking financial company shall lend against its own shares.
(2) Any outstanding loan granted by a non-banking financ a! company against its

own shares on the date of commencement of these Directions shail be recovered by
the non-banking financial company as per the repayment scheduie.

Concentration of credit/investment

18. (1) On and from April 1, 2007 no systemically importart non-deposit taking non-
banking financiat company shall,

(i} lend to
{a} any single borrower exceeding fifteen per cent of its owned fund; and

(b} any single group of borrowers exceeding twenty five per cent of its owned
fund,

(ii} tnvest in

fa) the shares of another company exceeding fifteen per cent
of its owned fund: and

(b) the shares of a single group of ocompanies  exceeding
twenty five per cent of its owned fund:

(i) lend and invest (loansfinvestments taken together; «-«oeeding

{(a} twenty five per cent of s owned fund to a sing's party: and

(b) farty per cent of its awned fund to a single group of parties.
Provided that the ceiling on the investment in shares of anciher company shall not
be applicable to a systemically imporiant non-deposit taking nan-banking financial

company in respect of investment in the equity capital of an i-suranze company upto
the extent specifically permitted. in writing. by the Reserve 52k of India.
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Provided further that any sysiemically important non-deposit taking non-banking
financial company, classified as Asset Finance Company by the Reserve Bank of
india, may in exceptional circumnstances, exceed the above ceilings on credit /
investment concentration to a single party or a single group of parties by 5 per cent
of its owned fund, with the approval of its Board.

Provided further that any sysiemically impottant non-deposit taking non-banking
financial company not accessing public funds, either directly or indirectly, may make
an application to the Bank for modifications in the prescribed ceilings.

Explanation: "Public funds" for the purpose of the proviso shall include funds
raised either directly or indirectly through public deposits, Commercial Papers,
debentures, inter-corparate deposits and bank finance.

{2) Every systemically important non-deposit taking non-banking financial company
shall formulate a policy in respect of exposures to a single party / a single group of
partias,

Notes :

{1y For determining the limits, off-balance sheet exposures shall be
converted into credit risk by applying the conversion factors as explained in
paragraph 16. '

(2) The investments in debenturss for the purposes specified in this
paragraph sha!l be treated as credit and not investment.
{3) These ceilings shall he applicabie to the credit/investment by such a non-
panking financial company to companies/firms in its own group as well as to
the horrowers! investes company's group.

Information in regard to change of address,
directors, auditors, atc. to be submitied

19. Every non-banking finarcial company not accepting/fholding public deposit
shall communicate, not later than one month from the occurrence of any change in:

(a)  the complete postal address, telephone number/s and'fax number/s of
the registered/corporate office;

(b)  the names and residential addresses of the directors of the company;
{c} the names and the official designations of its principal officers;
(d)  the names and office address of the auditors of the company;, and

te) the specimen signatures of the officers authorised to sign on bshalf of
the company

to the Regional Office of the Department of Non-Banking Supervision of the
Reserve Bank of India as indicated in the Second Scheduke to the Non-

S6—69 G007
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Banking Financial Companies Acceptance of Public Cepasits (Reserve Bank}
Directions, 1998.

Norms relating to infrastructure loan

20. (1) _Applicability

{i) These norms shalt be applicable to restructuring andfor rescheduling
andfor renegotiation of the terms of  agreement relating to
infrastructure loan, as defined in paragraph 2{{wii} of these Directions
which is fully or partly secured standard and s.b-standard asset and to
the loan, which is subjected to restructuring aridsor rescheduling and/or
renegotiation of terms.

(i)  Where the asset is partly secured, a provision to the extent of shortfalt
in the security available, shall be made while restructuring and/or
rescheduling andfor renegotiation of the loans. aparl from the provision
required on present value basis and as per prudential norms.

(2) Restructuring, reschedulement or renegotiatior
of terms of infrastructure loan

The non-banking financial companies may, not more than once,
rastructure or reschedule or renegotiate the te-ms of infrastructure Ioan
agreement as per the policy framewark faid down by the Board of
Directors of the company under the following stages

(a) before commencement of commercial production;

{b) after commencement of commercial production but before the
asset has been classified as sub-standard;

(c) after commencement of commercial procluction and the asset has
been classified as sub-standard:

Provided that in each of the above three =stages, the restructuring
and/or rescheduling and/or renegotiation of principat and / or of interest
may take place, with or without sacrifice, as part of the restructuring or
rescheduling or renegetiating package evalived.

{3)  Treatment of restructured standard loan

The rescheduling or restructuring or renegotiation of the instalments of
principal alone, at any of the aforesaicl first two stages shall not cause
a standarg asset to be re-glassified in the sub-standard category, if the
project is re-examined and found to be viable by the Board of Directors
of the company or by a functionary at least ane step senior to the



Parr I[1--Szc. 4]

THE GAZETTE OF INDIA, MAY 15, 2007 (VAISAKHA 29, 1929)

08

(4)

{6}

(7]

(@)

functionary who sanctioned the initial loan for the project, within the
policy framework laid down by the Board: _

Provided that reschaduling or renegotiation or restructuring of interest
element at any of the foregoing first two stages shall not cause an
asset to be downgraded to sub-standard category subject to the
condition that the amount of interest foregone, if any, on account of
adjustment in the element of interest as specified later, is either written
off or 100 per cent provision is made thereagainst.

Treatment of restructured sub-standard asset

A sub-standard asset shall continue to remain in the same category in
case of restructuring or rescheduling or renegotiation of the instalments
of principal until the expiry of one year and the amount of interest
foregone, if any, on account of adjustment, including adjustrnent by
way of write off of the past interest dues, in the element of interest as
specified later, shall be written off or 100 per cent provision made
theraagainst.

Adjustment of interest

Where rescheduling or renegoliation or restructuring involves a
reduction in the rate of interest, the interest adjustment shaill be
computed by taking the difference between the rate of interest as
currently applicable to infrastructure loan (as adjusted for the risk rating
applicable to the borrower) and the reduced rate and aggregating the
present value (discounted at the rate currently applicable to
infrastructure loan, adjusted for risk enhancement} of the future interest
payable s0 slipulated in the restructuring or rescheduling or
renegotiation proposal. -

Funded Interest
In the case of funding of interest in respect of NPAs, where the interest

funded is recognized as incorme, the interest funded shall be fully
provided for.

Income Recognition norms

The income recognition in regpect of infrastructure loan shall be
governed by the provisions of paragraph 3 of these Diractions;

Treatment gf Provisions held

The provisions held by the non-banking financial companies against
non-performing infrastructure loan, which may be classified as
'standard’ in terms of sub-paragraph (3) hereinabove, shall continue to
be held until full recovery of the loan is made.
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(9)  Eligibility for upgradation of restructured
sub-standard infrastructure loan

The sub-standard asset subjected to rescheduling and/or renegotiation
andfor restructuring, whether in respect of instalments of principal
amount, or interest amount, by whatever modality, shall not be
upgraded fo the standard category until expiry of one year of
satisfactory performance under the restructuring andior rescheduling
and/or renegotiation terms.

{10) Conversion of debt into equity

Where the amount due as interest, is converted into equity or any other
instrument, and income is recognized in consequence, full provision
shall be made for the amount of income s¢ recognized to offset the
effect of such income recogmition:

Provided that no provision is required 1o e magie if the conversion of
interest is into equity which is quoted;

Providad further that in such cases, interest inceme may be recognized
at market value of equity, as on the date of conversion, not exceeding
the amount of interest converted to equity.

{11 Conversion of debt into debentures

Where principal amount and/or interest amount in respect of NPAs is
converted into debentures, such debentures shall be treated as NPA,
ab initio, in the same asset classification as was applicable to the loan
just before conversion and provision shali be madie as per norms.

{12) |Increase in exposure limits for Infrastructuie related loan and
investment

The systemically important non-depasit taking non-banking financial
companies may exceed the concentraticn of credit/investment norms,
as provided in paragraph 18 of these Directions, by 5 per cent for any
single party and by 10 per cent for a single group of parties, if the
additional exposure is on account of infrast-ucture loan and/ or
investment.

(13) Risk weight for investment in AAA rated secunuzed paper

The investiment in "AAA" rated securilized psper pertaining to the
infrastructure facility shali attract risk weight of 30 per cent for capital
adequacy purposes subject to the fulfilment of the following conditions:

(i} The infrastructure faciiity generates ncore J cash flows, which
gnsures servicing / repayment of the securitized paper.
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(i)  The rating by one of the approved credit rating agencies is
current and vaiid,

Explanation:

The rating relied upon shail be deemed to be current and valid, if
the rating is not more than one month old on the date of opening
of the issu2, and the rating rationake from the rating agency is
not more than one year oid on the date of opening of the issue,
and the rating letter and the rating rationale form part of the offer
decument,

(ii) -In the case of secondary market acquisition, the ‘AAA’ rating of
the issue is in force and confirmed from the monthly bulletin
published by the respective rating agency.

(v}  The securitized paper is a performing assat.

E;emgtlgu_ -]

21. The Reserve Bank of India may, if it considers it necessary for avoiding any
hardship or for any other just and sufficient reason, grant extension of time to comply
with or exempt any non-banking financial company or class of non-banking financial
companies, from all or any of the pravigions of these Directions either generally or for
any specified period, subject to such conditions as the Reserve Bank of India may
impose.

Intarpretation

22. For the pumose of giving effect to the provisions of these Directions, the
Reserve Bank of india 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 Reserve Bank of India shall be final and binding on ait
the parties concerned. '

Repeal and Saving

23. (1) The Non-Banking Financial Companies Prudential Nomms (Reserve
Bank}) Directions, 1998 shall stand repealed by these Directions.

(2) Notwithstanding such repeal, any circular, instruction, order issued
under the Directions in sub-section (1) shall continue to apply to non-banking
financial companies in the same manner as they applied to such companies before
sSuch repeal.

|

; el
(V. LeeladRar)
Deputy Governor

5769 G007
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Annex

Schedule to the
Balance Sheet of a non-deposit taking non-banking financial company

(as required in terms of paragraph 13 of Non-Banking Financial (Non-Deposit
Accepting or Holding) Companies Prudential Nerrns {Reserve Bank}
birections, 2007)

‘Rs.in lakhs)
. T T . |
“Liabilities side : o T
(1) | Loans and advances availed by the non-  Amount | Amount |
banking financial company inclusive of ik | overdue
interest accrued thereon but not paid: ; standing

(@) Debentures : Secured !
: Unsecured

(other than falling within the
meaning of public deposits™;

(b} Deferred Credits

{c} Term Loans

{d} Inter-corporate loans and barrowing
(e} Commercial Paper

(i Other Loans (specify nature)

* Please see Note 1 below
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Assets side :

Amount outstanding

(2}

Break-up of Loans and Advances including
bills receivables [othar than those included in
(4) below} : .

{a) Secured
{t) Unsecured

(3}

Break up of Leased Assets and stock on hire
and other assets counting towards AFC
activifles

{i) Lease assets including izase rentals under
sundry debtors !

(@) Financial lease
(b)  Operating lease

(i)  Stock on hire inciuding hire charges under
sundry debtors:

(a) Assets on hire
(b} Repossessed Assets

(i) Other lcans counting towards AFC |

activities

{a) Loans where assets have beaen
repossessed
(b}  Loans other than (a) above

(4)

Break-up of Investments :
Cument Investments :
1. uoted :

(i) Shares : (a) Equity

(b) Preference
(i) Debentures and Bonds
{iii) Units of mutual funds
(iv) Governmeni Securities
{v) Others {please specify)
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2. Unguoted : i

() Shares: (a)Equity
{b) Preference

(i) Debentures and Bonds

(i) LUnits of mutual funds
{iv) Government Securities
(v} Others {please specify)

Long Termn investments :

t.  Quoted :

{i)  Shares : (a) Equity
| (h) Preference

{i}y  Debentures and Bonds
(i) Units of mutual funds

{iv) Government Securities
{v) Others {please specify)

2. Unguoted :
()} Shares: (a) Equity
(b} Preference
{ii) Debentures and Bonds
(iify Units of mutual funds
{iv} Government Securities
(v) Others (please specify)

(8} | Borrowsr group-wise classification of assets financed as in (2) and
(3} above :

rlease see Note 2 below

Category Arnaunt net =f provisions
“Secured | Unsecured Total

1. Related Parties **
{a) Subsidiaries ’ |

{b) Companies in the same
group S
{c) Other related parties
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2. QOther than related parties

Total

(6)

Investor group-wise classification of all investments {current and
long term) in shares and securities (both quoted and unquoted):

Please see note 3 below

Category

Market Value / Break
up or fair value or
NAY

Book Value
{Net of
Provisions)

1. Related Parties **

(a) Subskiiaries

{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)

{7)  Other Information

Particulars

Amount

(i)

Grass Non-Performing Assets

(@) Related parties

{b)  Other than relatec parties

(ii)

INet Non-Performing Assets

{a) Related parties

{b) Other than related parties

(iii)

|

Assets acquired in satisfaction of debt

Notes:
As defined in paragrapt 2(1)(xii} of the Non-Banking Financial Companies
peeeprance of Public Deposits (Reserve Bank) Directions;, 1998.

1.

SH—49

G
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Provigioning norms  shail be applicable as prescribed In an—Banking
‘Financial (Non-Deposit Accepting or Hoiding) Companies Prudential Norms
‘{Reserve Bank) Directions, 2007 _

All Accounting Standards and Guidance Notes issued by ICAl are applicable
including for valuation of investments and other assets as also assets
acquired in satisfaction of debt. However, market value in respect of guoted
investments and break up/fair value/NAV in respect of unquoted investments
should be disclosed irrespective of whether they are classified as long term or

current in (4) above.
*XX
Mumbui-400005, the 24th April 2007
No. DNBS. {95/CGM (PK)-2007 —

The Reserve Bark of India. having considered It necessary in the public

nterest and being satisfied that for the purpose of enabling the Bank to

regulate the credit system to the advantage of the cou ntry. it is necessary to
amend the Non-Banking Financial Gompanies Acceptance of Public Deposits
(Reserve Bank} Directions, 1998, in exercise of the powers conferred by
Sections 454, 45K and 45L of the Reserve Bank of India Act, 1934 {2 of 1934)
and of all the powers enabling it in this behalf, hereby directs that the said
directions contained in Notification No. DFC. 118 / LG (SPT)-58 dated
Jaruary 31, 1998 shatl stand amended, with immediate effect, as follows,

namely —

In Paragraph 4, sub-paragraph (7) shall be substitutes by the foilowing,
namety

"7) On and from April 24, 2007, no non-banking financial company
shall invite or accept or renew public deposit at a rate of interest
exceeding twelve and half per cent per annum Interest may e paid or
compounded at rests which shatl not be sherter than manthly rests. "

P. KRISHNAMURTHY
Chiel General Manager-m-Charge



Pagr M--Skc. 4) THE GAZETTE OF INDIA, MAY 19, 2007 (VAISAKHA 25, 1929) T3 -

No. DNBS. 196/CGM (PK)-2007.—
‘ The Reserve Bark of India, having considered it necessary in the public

interest and being satisfied that for the purpose of enabiing the Bank 1o
regulate the credit systern to the advantage of the country, it is necessary o
amend the Miscellancous Non-Banking Companies (Reserve Bank)
Directions, 1977, in exercise of the powers conferred by Sections 45J, 45K
and 450L of the Reserve Bank of India Act, 1934 (2 of 1934) and of ali the
pawers enabling it in Whis behalf, heraby directs that the said directions
contained in Notification No. DNBC. 39/ DG (H)-77 dated June 20, 1977 shall
stand amended with immediate effect, as follows, namely -

1. In paragraph 9A, for the words and figures, “March 4, 2003", the words
and figures “April 24, 2007" shall be substituted.

2. In paragraph 9A, in clause {a), for the word 'aleveﬁ". the words “twelve

and a half” shall be sulstituted.
. P, KR]SHNMJR’IHY
Chief General Manager-m-Charge

Mumbai-400005, the 20¢h April 2007

4

DBROD. No. Ret. BC.83/12.01 0017200607 — _
TConsequent upoh the notification of Section 3 of the Reserve Bank of india

(Amentiment) Act, 2006, the amendment carried out to sub-segtion {1} of Section
42 of the Reserve Bank of India Act, 1934 (2 of 1034) has come intc force with
affact from April 01, 2007. Accordingly, the minimum Cash Reserve Ratio (CAR)
requirement of 3 per cent of the total demand and time liabilities no longer Buists
in ragpect of Scheduled commercial Banks with effect from April 01, 2007. it has
neon decidsd to modify the operation of Notification DBOD.
No.Ret.BC.73/12.01.001/2006-07 dated Aprii 04, 2007 accordingly. Further in .
exercise of the powers ¢onferred under the amended sub-section (1) of Section
42 of the Reserve Bank of india Act, 1934, the Raeserve Bank of india hereby
notifies that every Scheduled Commercial Bank should continue to mainiain a
~asn Reserve Ratio of 5.25 per cent from the fortnight begining rom Aprit 14,
2007 and 6.50 per cent from the forinight beginning from April 28, 2007, subject
ts the exemptions as envisaged In Noiification No.DBOD.Ret.BG.85

12.01.001/2006-2007 dated April 20, 2007.
ANAND SINHA

E4ecitive Director
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. DBOD. No, Ret. BC.85/1 2.01.001/2006-07 —_

Conseouant upon the notification of Section & of the Szaerya Bank of Ingia
(Amendment) Agt, 2008 as Comng into forae wih effac 1+ Aprii 33, 2007, tha
amsndment carriad out to sub-seetion {i) of Sextion 42 o 'he Reserve Bank of
adia Act 1884 (2 of 1934) has been brought into fsroe, Accordingly, the
statutory minimum Cash Reserve Ratio (CRR) requirernar: of 3 per cert of the
tois! demand and tirme liabilitias in respect of Scheduled Commercial Banks no
longer exists with effzct from April 01, 2007 Therefore. it nas beer, decid';:i to
madify the opsraiion of the roiification DBOG. No BC. 13 ;1261 007 2008-
2007 dated March 1, 2007 accardingly with efeot fran Ail O, 2007, 0
axeicise of the powers confarred By sub-section {7} of Sec! 1 4z af the Reserve
Sanx of !ndia At 1934, the Reserve Sank of India hizeby BXEMNIS Bvery
Scheduied Commercial Bark from the maintenance of “asy Heszrve Ratio
(CRA} on the Tullowing fiabiities with, effect from April 01, 207

{£) Liabiiities to the banking systerm in Indiz 23 carnuutzd under Clause (d)
of the exjn!anatian o sub-section (1) of Secton 42 of the HBi Act,
1834:

(i)  Credit balancas in AGU {USS) accounts:

(i}  Transactions in Coltaieralizag Borrewing  and ~=nding Obligation
{CBLO) with Ciearing Carparation of india Ltd.1CC Liand

{ivi  Demand and Time Liabilities in respect af their 1+ shcra Banking Units
(CBUSs)

ANAND SINHA
Executive Director
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DEPARTMENT OF GOVERNMENT & BANK ACCOUNTS
CENTRALDEBT DIVISION
Mumbai, the 25th April 2007

In pursuance of Rule 18 of the Public Debt Rules, 1946 made by the Govemment of India under Section 28
of the Public Debt Act, 1944 and published in the Gazeite of 20th April 1946 [as amended under the
Notification No. F (8%70-B/52 dated the 25th April, 1954 and the Notification in extra ordinary Gazette No. 67
dated 2 1st February 1990], the following list of securities lost etc. i respect of which prima facie ground exists
for belicving that the securities have beent lost and the claim of applicant is just for the month ended March 2007 is
hereby advertised. All persons other than the respective claimants narned below, who have any claim upon these
sceuities should communicate immediately with Chief General Manages, Reserve Bank of India, Ceniral Office,
Department of Government and Bank Accounts, Centrai Debt Division, Mumbai-400 008.

The listhas been divided it two parts List " A" being securities now advertised for the first time and List "B"
being the list of securities previously advertised.

List 1lAl|
Wo. of Security  Vale in In whose name From what date  Name(s)of the claimant(s)  No. and date of
R5./Grama  issued beasing interest for issue of duplicate andfor order issued
payment of discharge value
L z 1. 4, i ' 6.
AHMEDABADCIRCLE
9% Relirf Bonds 1999 (Cummiative)
AHC00163? 3000004  1.HarismitaN.Divatn& NA Jyoti R Mazumdst LN/S001
2. Jyoti R, Mazumndar 09,03 2007
(Either or Survivor)
BYCULLA MUMBAICIRCLE
9% Relief Bonds 1999 (Demat) o
BCCO1016010 50,0004 each Sarojini Vasudev Kamath  10.08.2000 Sarojind Vamudey Kamath  06.25.100
1H65 {deceased) & - {decensed) & B-11-2006
Nayana P. Mayak Nayana P. Nayvak
List IIBII
No. of Security  Valoe in In whose name Fromwhat date  Name(g) of the claiman{s}  No. and date of
Rs/Grams  igsued bearing interest for isme of duplicate and/or ocder jsrusd
payment of discharge valoe
1 A 1 4, .1 6
NEWDELHICIRCLE
102 ReliefBonds 1993
DH-000432 40.000y- Kishan Singh - _ Smt. Japdip Sawlney & PDODTLN-
Surinder Jit Singh 12002
dt. 5.2.2007
J M. BAVA

5%—49 GUZOOT - . : Asstt, Manager
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STATE BANK OF INTHA

Mumbai, the 28th Apnl 2007

SBD. No. 1/2007-08.—

It s hereby notitied for general informtasion that in pursuance of clavse
(d) of sub-section { [} of Section 25 of $tate Bank of {ndix (dubsidiary Banks)
Act 1939, the State Bank of Tndia has. in consuttunes swith Keserve Bank of
India, re-pominated Shii Avtwr Siugh Dhindsa. 1-26. Surabim Nagﬂ:l;
Ludhiana, as a director on the Board of Directors of Stage Bank of Patiala -

from 1% May 2007 10 31¥ October 2008 (both cavs inclusive),

s

o~
r_rz. P. BHATT)
CHAIRMAN

NATIONAL HOUSING BANK
Mew Delhi the 1o May, 2007

No. NHEHFC.REG-II/CMI3/2007- In excroise of the powers conderred by
clause {b) of sub-section (1} of section 294 of the Naticnal Housing Bank Act,
1987 (53 of 1987) the Naticnal Housing Bank, hercby specifics the minimum
Net Owned Fund to be two crores of rupees for a housing finance institution
which is a company which carrics on the business of a housing finance

institution on or before March 31, 2008.

$.SRIDHAR
hairman & Managing Director
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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDLA
New Dethi-110002, the 7th May 2007

No.13-CA(EXAM)ISALN2007: - In pursuance of Rule 7 of Schedule 'F' to Regulation 204 of the Chartered
Accountants Regulations, 1988 (as amencled vide Notification No. 1-CA{7}/58/2001 dated 28™ September
2001}, the Coungil of the Institute of Chartered Accountants of India is pleased to notify that the Information
Systems Audit {{SA) Course Asgesament Test will be held on 23™ June 2007 from 8.00 am to 12.¢0 noon at
the following centres provided that sufficient number of candidates offer themseives to appear from each
cenire as detailed below.

1 [Ahmedabad i 13 [ Kanpur
. 2 | Bangaiore 14 | Kolkata

3 | Bhubaneswar 15 | Lucknow
_ 4| Chandigarh 16 | Mumbai
_..8 | Chennai 17 | Nagpur

6 | DelhifNew Delhi 18 _| Nashik
~ 7 | Ernakulam 19 | Pune

B ]| Geoa 20 | Raipur
.8 1 Guwahali_ 21 _| Rajkot
. 10 | Hyderabad _ 22 | Surat
;l__ 11_ | Indore 23 | Varanasi
(12 fJdaipur

The Council reserves the right to withdraw any centre at any stage without assigning any reason. The
above test is open only to eligible Members of the Institute who are already registered with the Insfituta for the
_said course. The fees payable for the above Assessment Test is Rs. 10004,

Payment of fees for the Assessmen{ Test should be made only by Demand Draft. The Bemand Draft
may be of any Scheduled Bank and should be drawn in favour of the Secretary, The Institute of Chartered
Accountants of india, payable at New Delhi onfy. Application logether with the prescribed fee be sent so as to
reach the Joint Secretary (Exams) al New Dzlhi on or befere 1* June 2007

Applications for admission to the Assessment Test is required lo be made in the prescribed form which
may be obtained from the Joint Secretary (Exams), The Institute of Chartered Accountants of India, ICAI
Bhawan, Indraprastra Marg, New Dethi ~ 110 002 on payment of Rs.25/- per application form. The forms are
also available in the Regional and Branch Officas of the Institute and can be obtained on cash payment
an or from 12" May 2007, Alternatively, the format of application form can be downloaded from the
website of the Institute viz. www.icai.org and the cost of the application form of Rs. 25/- can be added to
the Assessment Test fee of Rs. 1000/- and the Demand Draft for Rs. 1025/- has to be sent. The last date
for receipt of duly filied in application forms is~1™ June 2007. The appilication together with the prescribed
fee should be senl by Speed Post/Registered Post to the Joint Secretary (Exams.), New Dethi. The
applications received after 1% June 2007 will not be entertained under any circumstances.

G. SOMASEKHAR
Jt. Secy. (Exams.)
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EMPLOYEES' STATE INSURANCE CORPORATION

New Delhi, the 16th April 2007

No. A-12(11)-4/2002-Estt. I - In exercise of the powers canferred by sub-section (1) and clauss
(o} of sub-section (2) and sub-section {2 A} of section 97 and sub-section {2) of section 17 of the
Employees’ State Insurance Act, 1948 (34 of 1948) and in supersession of the Employess' Statn
Insurance * Corporation  (Insurance Inspecror/Manager Grade-I}/Superintendent)  Recruitrnani
_ Requlations, 1999, except as respects things dene or omitted to be done before such supersessicn. the
Employees' Stete Insurance Corporation hereby makes, with the approval of the Central Goveriis.
the following reguiations regulating the method of regruitment o the posts of Insursnod
Inspector/Manager Grade-II/Superintendent in the Employees’ State Insurance Corporation, ramaky -

i. Short title and commencement:- (1} These regulations may ke called the Empicyess Sta

Insurance Corporation {Insurance Inspecor/ Manager Grade-II/Superintendent} Recousimes +
fegulations, 2007.

(2} They shall come into farce on the date of their publication i the Official Gazeite,

2. Number of posts, classification and scale of pay:- The number of posts, their ciassineation
and the scale of pay attached thereto, shall be as specified in columns 2 to 4 of the Scheditle
annexed to these regulations.

3. The method of recruitment, age limit, qualification, etc.,:- The method of recruitrient,
age limit, qualifications and other matters relating thereto shall be as specified in coiumis & iy
14 of the said Schedule.

4, Disqualification:- No person,

{a) who has entered into or contract=d a marriage with a person having spouse Iivir: 7
{b) who, having a spouse living, has -:ntered inte or con'ractad = marrizags with i Bora

(Al I

shall be gligible for appointment to the <:.id posts.

Provided that the Director Generai of the Employees' State Insurance Corporgticn o 4
satisfied that such marriage is permissib'a under the personal law applicable to such parson and
to the other party to the marriage and 'hat there are other grounds for 50 doing, exers™ ooy
person-from the operation of thesa regu. stions.

5. Power to relax:- Where the Director General of the Employees' State Insurance Corporation i
of the opinion that it is necessary or expedient so ta do, he may, after taking prior anprovsi of
the Central Government, by arder, for reasons to be recarded in writing, relax ny of ing
provisions of these regulations, with res; 2ct to any class or categsr Gf persons,

6. Residuary matters:- Subject to the p avisions of these regulstions, all other regugiing: -
instructions, laid down in the Empliwees' State Insurance Corperction  {Rscisiter=r' .
Regulations, 1965, applicable to the co responding category of pests in the Corporaticr:, @i
apply to the post specified in the Schedu e annexed to these regulations.

7. Savings:- Nothing in these regulations shall affect reservations, refaxation of age Lt asl
other concessions required to be provid:d for the Scheduled Castos, the Scheduied Trib o, on-
servicemen and the other special categc ies of persons in aceardance with the orders me mg

the Central Government fram Hms kg 0n-a in this regard.
L]
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