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30% July 2026

The Chief General Manager-in-Charge
Department of Regulation

Reserve Bank of India

Central Office Building

Mumbai — 400001

Sub: Representation on Certain Regulatory and Operational Matters Relating to NBFCs and HFCs

Respected Sir,

The NBFC and HFC sector remains committed to supporting financial inclusion, credit delivery, customer
protection and economic growth in alignment with the regulatory objectives of the Reserve Bank of India.

Certain matters are submitted for consideration, as they may facilitate greater operational clarity and
efficiency while maintaining appropriate prudential safeguards.

1.Lending to NRIs / PIOs / OCI Cardholders

At present, lending by NBFCs and HFCs to NRIs, PIOs and OCI cardholders is permitted only in limited
categories.

Many NRIs and OCI cardholders have significant economic interests in India and are actively involved in
business enterprises operating in India, including MSMEs. NBFCs and HFCs may be permitted to extend
secured term loans to such borrowers, subject to compliance with applicable FEMA provisions, KYC
requirements, end-use monitoring and other safeguards as may be prescribed.

The scope of eligible lending may also be extended to MSMEs and other business entities resident in India
where NRIs, PIOs or OCI cardholders are promoters, partners, proprietors or significant stakeholders,
subject to applicable regulatory safeguards.
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Such an approach may support entrepreneurship, employment generation, inward capital participation and
growth of MSMEs while ensuring that credit is extended within an appropriate risk management
framework.

2. Periodic Updation of KYC

The RBI KYC Directions provide for temporary restrictions on account operations in specified situations
where customers fail to comply with KYC updation requirements.

Paragraph 43 of the RBI KYC Directions provides for temporary cessation of operations in specified
circumstances. 4 clarification may be considered on whether regulated entities may apply similar
operational restrictions, after following due notice and process requirements, in cases where customers do
not provide updated KYC information within the prescribed timelines.

Such clarification may assist in improving customer compliance with KYC requirements while ensuring
consistency in industry practices and reducing regulatory ambiguity.

3.Third-Party Deposits into NBFC Bank Accounts

NBFCs occasionally receive funds through banking channels from persons other than the customer. In such
cases, the remitting bank would ordinarily have undertaken customer identification and due diligence of
the remitter.

While NBFCs remain responsible for complying with applicable AML and KYC requirements, a
clarification may be considered regarding the respective responsibilities of the remitting bank and the
receiving NBFC in relation to identification and verification of third-party remitters, particularly where
transactions are routed through regulated banking channels.

Such guidance would assist in establishing uniform industry practices while maintaining robust AML and
KYC safeguards.

The above suggestions are submitted for consideration in the spirit of supporting responsible credit growth,
regulatory clarity, customer protection and effective compliance.
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The opportunity to discuss these matters further, should the Reserve Bank consider it appropriate, would
be greatly appreciated.

Assuring you of your full cooperation always and thanking you in anticipation
Yours faithfully,

For Finance Industry Development Council (FIDC)

e

Raman Aggarwal
Chief Executive Officer
Mobile: +91-98100 16667



