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Typesof NBF onbail of deposit

NBFCND NBFC D
nondeposit taking NBFC Deposit taking NBFC

NBFC.hn
Deposit NBFCNonDeposit All deposit

Systematically Important Nonsystematically Important taking NBFCs
NBFCNDSI NBFCNDNS are automatically

considered systematically

NBFCwhohasasset
Assets

upto Important

size of 500crore I500sore
or more

stricter
RBI

strictRBI
Regulation

regarding ligniesRBI regulations

prudentialnorms provisioning Regulation

Financial Services Organisation refers to institution that provide
services related to managing money

Npyfispga.me
governedandmonitoredby guidelines issued

Investment

Supreme Court in itsjudgement suedthat statelaws
Ex Bank Investment firms Brokerage firms like Kevala money lenderAct1958 can'tapplyto

Insurance Co Payment service provider PayamGpay NBFC registered with RBI

I Non Banking Financial Company
FlareBased Regulatory Framework I p

middile

A company registered under CA2013 engages in financial activities 1 Baselayer Base

like loans advances LeaveHirepurchase Insuranceetc which NBFCcome underthis
NBFCNDauetsizeupto 1000crose

For anentityto beclassifiedas NBFC financial activity should Peertopeerlending platform connectborrower investorgFaircent

be Punapal Business which is determined through5050test Account aggregators collect asnarefinancialdata
Financial asset should bemorethan50 oftotalassets Non operative financialHoldingco holdcontrolfinancialsubsidiaries
Income from financial aucts should be morethan50of NBFCthatdoesn'tinteractwithpublic
gross income

whichhas a Netownedfundof 2crane Minimum regulation and simplercompliance

Difference between Bank and NBFC 2 Middle layer
Deposittaking NBFC

1 NBFC can't accept Demand Deposit Non deposit taking NBFC auetsize1000it orabove

2 NBFC can't issue cheques NBFC involved in
3 Deposits under NBFC are not covered by Deposit Insurance Standalone Primary occursdealingovtsecurities

and Credit Guarantee Corporation Infrastructure Debtfund financelongtermprojects

Housing finance company

Infrastructure finance companylendingtoinfrastructuresator

Highercomplianceandgovernancerequirementcomparedto Base layer
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3 upperlayer Types of NBFC based on Activity

Top so NBFC by asset size win was bethere
asset finance company AFCThis NBFC require enhanced regulatory supervison

Strict oversight and higher compliance standard AFCfinance physical asset that supports economicactivity
like tractors Industrial machine vehicles etc

Top layer Financial asset should be atleast 60 of total
Toplayer generally remains empty but may include assets and income

NBFC from upper layer if RBI believes Ex Bajaj Finance Mahindra Mahindrafinancial services

they pose substantial risk to economy

Highest level of regulation supervision andscrutiny 2 Investment Company Ic

Ic means NBFC company acquiring securities like
FBinefits

of Incorporating NBFC shares debentures and other financial instruments

Ex Bajaj Finserv Ad
1 Competitive Interest Rate Interest rate eitherequal or

even lower to bank rates 3 Infrastructure finance company IFC
IFCdeploy 75 of their assets in infrastructure loans

2 Quick processing Eligibility criteria at NBFCareflexibleThis minimum net worth of 300crore creditratingofA
makes loan approval easier smotherandquicker CRARcapitaltoRiskweightedAssetRatio of 15

EX NBFC funding infrastructure projects like highway

3LessRules andRegulations Rules and regulation of lending airport etc
are not as stringent tough asbanks

a Infrastructure Debtfund

4 lastresort of borrowing whenfinancing needs are not facilitate longtermdebt into infrastructure projects

met from bank NBFC provide Raises money through issue ofRupee or Dollar
urgent financing needs denominated bond of 5year maturity

Insurance and Pension fund investmoney in their
5 Catering to Customer Needs NBFC has groundlevel units and bonds

understanding of customer's profile
andtheygetability to customise theirproduct 5 Systematically Important CoreInvestment Company CICNDsi

anording to client needs Acquires shares and securities of group companies

6 Wan to customerswith lowcredit score orhighriskborrower IÑf away ato ofassets innjoin of
equity shares preference share debentures or loans

Euan NBFC Exemptto register with RBI in group companies

AtleastGotofants in equity shares in groupcompanies
Following areentitiesthatprovidefinancial services areexempt from
registering as NBFC because theyareregulated byother 6 NBFC MicrofinanceInstitution NBFCMFI
specialised authorities

It is a nondeposit taking NBFC
1 Housing financecompany Regulated byNational HousingBoard Provide small loansnot acceeding I 125000forRural
2 Insurance company IRDAI and 200000 for urban for households
3 stockbrokersventurecapitalfundMerchantBankersmutualfundSEBI Has netowned fund of atleast E 10crore
4 Nidhi Company CA2013 ofwhich851ofnet assets are of qualifyingaucts
5 Chit fund company regulated bystategovt
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7 NBFCfactor Documents required for NBFCRegistration
There NBFC's are engaged in business of factoring
where they buy receivables or invoices fromcompanies Certificate of Incorporation
at discount Copy of extract of main object of MOArelated to
501 of assets and income from factoring business financial business

Board Resolution covering following points

8 Mortgage Guarantee Company MGC company will notcarryoutNBFCactivility untilRegistration
MGC provide mortgage guarantees to lenders incare No public deposit accepted or need IfNBFCND
borrowers default on home loans formulated Fair Practice Code as per RBIguideline
Atleastgot of business turnover is from mortgage guarantee NO customer interface without RBI approval

business and minimum net owned band of 10
copy of fixeddeposit receipt a Banker certificate 68

9 Loan company cc 2crore NOF requirement

LCprovide finance suchas loansor advances

Lc do not include AFC Audited financial Statements of past 3 year
TheseNBFC gives personal loan or business loan

Banker's report regarding details of deposit loans conduct
10 Nonoperative financial Holding Company of applicant company as well as group company

NBFCsetuptohold securities of groupcompany

22Systematically ImportantNonDeposittakingNBFCNBFCND.SI I Housing Finance Company
NDNBFCwithassetsize 500ormake

NBFC primarily engaged in providing home loans for purchase
Incorporation and Registration of NBFC construction renovation or repair of residential units

1 Incorporate the company under CA2013 with principle companyqualifies as HFC if
business in MOA as financing activity it is a NBFC

atleast Got oftotalauet arefinancial asset
2 Register company withRBI vis45.1AofRBIAct1934 atleast 501 oftotal assetmustbehousing loans

Qualify 5050test
Have netownedfund of I200lakhormore HFC is regulated by National Housing Bank and operates

under National Housing Bank Act1987
3 Registration procedure

Submit application in specified form Benefits of incorporating HFC
RBI may inspect books to verify compliance

WhatRBI will ensure 1 Housing finance creates direct and indirect jobs
Directorswith NBFCBanking Background 2 Boost demandfor cement brick sanitary productsandalliedsectors
Clean CIBILRecord 3 Enhances improves rural infrastructureandlabormigration
Ability to pay Depositor 4 Reducing congestion in cities through township development
Not conducted business in detrimentalbadmanner 5 Better infrastructure drivescreation ofroadselectricityormore
Adequate capital andearning prospects 6 Rebuilding of old houses andremodelling existing one

4 RBI will issue certificate if an conditions are met
within 30 days
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Registration requirement of HFC Asset Reconstruction Company ARC
1 Must be incorporated as companyunder CA2013

2 Register under section29A ofNational HousingBankAct1987 ARC is a bad bank isolating NPANonPerformingAssets from
bank's balancesnet acquiring them at discounted price and

key Eligibility Requirement recovering them through enforcement settlement orliquidation

1 Registered under companies Act this process is called securitisation

must be macerporated as company underCA2013 orany
early companies Act ARCshouldhaveminimum Netownedfundof 300crore

2 Minimum Netowned fund what is Securitisation

It shall be noted that notowned fund of HFC
must be atleast 20crore subjecttochangebyRBI securitisation is the process whereby originator Bank inour

underexistingregulatory framework NationalHousing Bankdoesnot case pools a group of financial assets likeloans

grant anyexemption regarding minimumNofrequirement receivables and transfers them to a legally separate

entity ARC in ourcase typically a special Purpose

3 Housing finance activity as object cause vehicleSPV which then issues securities to investors

Object mentioned in object clause of Mort shall
be financing housing loan with provisions ARC acquirebad warsassetsfrombanksThenARCissuessecurity

for earning prospects receiptsSR toinvestors SR represents shareofoverallpool
of thesebad assets This anowARCtoraisemoneyfrominvestor

4 management must work in good faith and in
interest of company How ARC operate

Condition for cancellation ofHFClicense Borrower
Pfiffln Fansor

1 Businell Discontinuation ceases to carry on business ofhousing 2 Are
finance in India

2 NonCompliance with NHBTermsEeCondition Banks see NPA to ARC at discount
failure to comply with Directions to
failure to maintain proper accounts ARC recover through various methods

Failure to submit booksEcrelevant documents Reschedule debts

seeing or leasingauets
3 Prohibition on acceptance of deposits and prohibition hasbeen changing management

in force for 3 months 4 Enforce security take possession ofassets

They also Negotiate with
borYower

for dues settlement

Recover more than purchase price generate profit
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III contribution of ARC in improving health of bank Characteristics of MFI
OR 1 Size of loan by MFI is small

functions of ARC 2 Repayment Period is short

3 No collateral for loan required
1 Improvedbankingsystem ARCbuysbad loansallowthemto Purpose of me of loan is flexible

focusoncoreactivities 5 wars are many given to groupthen moneydistributed

within group eg given to company employees

2 CleanBankBalancesheet strongerfinancial system withreducedNPA 6 Transaction cost is lowdue to group lending

7 MFI raises funds from internalsources capital profit or
3strengthen liquidityandEconomy BysellingNPA banksrelive external sources loans investment

immediatefunds for fresh lendingand
other productive purposes I Nidhi Company

4 Expertise in loan Resolution Restructuring ARC being Pursuant to section 406 of CA2013 Nishi is a company

industry expertise in resolving andactuatingloans incorporated with objective of
Cultivating habit of thrift carefulness andsavingsamongs

5 Maximised Recovery value ARC work efficiently to its members
maximiserecoveryvaluewhile minimisingcost Receiving deposits from its members

Recomiding loans to its members formutual benefit
6 Profit opportunity ARCbuys NPAscheap andrecover

more through their expertise characteristics of Nidhi company

F Microfinance Institution MFI 1 Business only with members to become member subscribe

shares worth 100
MFI are those institutions that provide small financialservices 2 Preference Shalu can't be issued

sun as loans deposits money transfers and insurance 3 Branch operation applyRule10 chapter21
upto 3branchwithindistrictnoapproval

to lowincome populations annualincomeupto 300000 heeping morethan3oroutsidedistrict priorapproval
themaccess financialservicesthat traditionalbanks oftendo not ofRegionalDirectorRD is required
offerdue to high risk involved can't openbranchoutsidestate

RDapproval forhosing branch
MFImusthaveminimumNetownedfundof

10crore 4 RegisterasPubliccompany withminimumpaidupequityof 10.00.000
5 Loans and Deposit only from to member

Amountof loan upto 125,000 forRural household 6 Director must be member with maximumtermof10
upto E 2.00.000 forUrbanhousehold Consecutive years 2years cooking before reappointment

7 Dividend declare maximum 251 dividend onNetprofit
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Restrictions or Prohibition on Nidhi III Payment Bank

1 Nidni shall not engage in other businesses likechitband
qeanifutmgnh.ly

model in Indiaby Reserve BankofIndiahire purchase insurance investment

2 Nidhi shall not open any Current account RBI to widen access to financial services

3 shall not acquire another company under special Resolution These banks can accept restricted deposit union is currently
is paved and approval from RD is obtained limited to I 2lakhandmay beincreased further

4 Shall not carry another business Bankcan pay interest on these deposits justlikesavingall
5 Nidhishallnotdealwith Nonmembers Both current account and saving account can beoperated

6 Shall not issue advertisement forsoliciting deposit Payment banks have diffrent banklicense then a commercial

7 Pledge any of asset lodged by member as security banklicense in particular they can't land loan or
issue creditcard

It canprovide services like ATM debitcard Netbanking
PBenefits of Incorporating a Nidhi company

naifoff of paymentbank is to widen spread of
1 Mobilizes pool small saving financial services to small busmen lowincome homenold

Caters to middle class encourage saving through use oftechnology driven environment

speedy loan disbursement especially forurgent needs To open a bank account application process of PB is
very easy Accounts can beinstantly opened by providing

2 Guaranteed Repayment details like Aadhar Number with KYC

loans are secured minimising defaultrisk
Peer pressure ensures borrowers repay ontime Example Payton PaymentBank Airtel Payment BankJiopaymentbank

3 Attractive Investment opportunity Incorporation and Registration ofPaymentBank
Higher rate on deposit compared to bank appealing 1 Incorporate a company under companyAct2013

for senior citizen 2 Application with RBI for payment banklicense

4 Credility of leadership professional management Terms and Conditions forrunningPayment Bank
Board comprises experienced arespected persons 1 Public company registered under companies Act2013
Builds trust and confidence among borrowerand 2 Minimum capital of F 100crane
depositors 3 Payment bank can't form subsidiaries

4 Forfirst 5years promotersownershipmust remain401minimum
5 Foreign shareholding permittedasperFDInorms

6 Any shade acquisition morethanSt requiresRBIapproval

7 Lending activity not allowed

8 use of Payment bank term is mandatory

9 Atleast 254 of branches must be in unbanked rural areas
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VII Mudra Banks Microunits Development and Refinance Agency ITT ChitFunds
Bank

A chitfund is saving scheme where groupof investors
Madera Bank is public sector financial institution providing pool their money together with promise of guaranteed
low interest loan to Micro finance Institution andNBFC return within specific time frame

4
which then tends to MSME

FFelevantStatute governing ChitFunds

1 Chit funds Act 1982
PradhanMantrimudraYojanaPramlaunened byNarendraModi on8ᵗAhpr2015 2 Tamil Nadu Chit funds Act 1961

3 The chitfunds Karnataka Rules 1983

Flow ofloan Process 4 Delhi chit fund Rules 2007

5 Maharashtra chit fundAct 1975
MSMEapplyfor MMNBFCBank oncetheydisburseloan 6 West Bengal Protection ofInterat of Depositors in

financial Establishment Bill 2013man tooneNBFC aretheapplication applytomodrabank
a prizeappsand money circulation schemesBanningAct1978or Bankunder anddisburseloan forrefinancing

pranavscheme to nasratfromtheir

ownfunds

Stage I stage2 stage 3
FÉutions

imposed by RBI on chitfundBusiness
1 It should be a company incorporated under companies

under Mudra senone Goutaims to support young skilled Act 2013 No partnership form or familycan
markers and entrepreneurs run chit fund business

These arethree loan categories Shishuwanupto 50.000

Kishore loanupto 5,00000 2 Chit fund company must be registered with chit
Tarunmanupto 10.00.000 funds Act 1982 and Registrar of ChitCompany

Eligible for this smeme in every state
Small and New Businence

age isyears minimum 3 Maximum discount that could betaken in bid was
wars only for commercial basinas use recruited to 40 of total chit amount

mudra card 4 Mandatory to keep one month's unit amount ofall
Madra Card is debit card issued against mudraloanalc Subscribers with RBI till end of particularchit
specifically for working capital loan

It allows borrower to make multiple withdrawal and 5 Details of each and every unit must be
credit to manage working capital efficiently while furnished to RBI along with personalparticulars

keeping interat burden minimum of subscribers

It can be used across country to withdraw cash

from any ATM and make payment through any
point of sale pos machine

Purpose use of mudra
4 Equipment Finance1 Bunna wan

12 working capital loan 51Transport Venice Loans
3 Agent Allied loan
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Éaimation
of Net Owned Formula

According to explanation.net owned fundmeans

a Aggregate of Paidupequity capitalandfacereserves
as discussed in latest balancesheet after deductingtherefrom

i accumulated balance ofloss

b further reducedbyamounts representing

9 Investment in sharesof its subsidiaries
company in samegroup

an onesHFC

ii bookvalueofdebenture bondadvancesdeposit made
with subsidiary or othergroup company

to the scent suchamount exceeds 101 of a above


