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HOUSING DEVELOPMENT AND ITS FINANCING
 
DEBT RECOVERY MECHANISMS AND
 
MORTGAGE FORECLOSURE 
 IN INDIA
 

-
 TRIP REPORT OF LEGAL SPECIALIST
 

Intrcduction:
 

Pursuant to modification No. 02 to Delivery Order No. 03,
 

Contract No. 391-0507--I-00-1780, 
Mr. Askari Taqvi, Legal
 

Specialist, visited Bombay and Delhi 
in India from July 19
 

to 27, 1992 to carry out a study on specific debt recovery
 

issues. Mr. William Strong, Advisor to SRMP, USAID was 
 also
 

a member of the same team.
 

02. 	Meetings at Bombay and Del.hi 
had been arranged by HDFC and
 

USAID India respectively. Discussions were held 
with the
 

fol lowing:
 

01. 	Mr. Deepak M. Satwalekar
 
Deputy Managing Director
 
Housing Development Finance Corporation (HDFC), Bombay.
 

02. 	 Mr. Nasser M. Munji 
Chief Economist HDFC, Bombay.
 

03. 	 Mr. Keki M. Mistri 
General Manager Finance & Personnel HDFC, Bombay.
 

04. 	 Mr. S. N. Shroff 
Deputy General Manager Corporate, Legal & Admn. 
 HDFC,
 
Bombay.
 

05. 	Dr. N. A. Majumdar
 
Consultant to HDFC Bombay.
 

06. 	 Mr. Ramnath 
Manager HRD, HDFC Bombay.
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07. 	Mr. S. Krishnamurthy
 
General Manager Northern Region
 
HDFC, New Delhi.
 

08. 	 Mr. P. K. Partha Sarathy 
E-xecutive Director, (South) 
National Housing Bank, Bombay.
 

09. 	Mr. Y. K. Garg 
Chief General Manager 
National Housing Bank, New Delhi. 

10. 	Mr. K. K. Babu 
Deputy General Manager 
NaL-nnal Housing Bank, New Delhi. 

11. 	Mr. B. Hanumantha Rao
 
Asst. General Manager
 
National Housing Bank, New Delhi.
 

12. 	Mr. Anoop Aggarwal
 
E:ecutive Director ( Law
 
Housing & Urban Development Corporation, New Delhi.
 

13. 	Mr. P. S. A. Sunderam
 
Joint Secretary
 
Ministry of Urban Development
 
Government of India, New Delhi.
 

14. 	Mr. Charles Billand
 
USAID India, New Delhi.
 

15. 	Mr. N. Bhattacharjce
 
USAID, India, New Delhi
 

Note:
 

Out of the above persons those listed at Nos. 02 and 08 could
 

become resource persons for work related to housing finance.
 

Both of them could be invited to Pakistan to participate in the 

proposed workshop on Housing Finance and Mortgage Foreclosure 

Laws. BEST AVAILABLE DOCU','E!T 
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Policy of the Indian Government on Housing Finance:
 

03. The National Housing Policy was approved by the Indian
 

Parliament in 
1988 and it has been subsequently elaborated
 

and improved. The Indian Government has announced that 
 :ts
 

crucial role at different levels is not 
to seek to build
 

houses itself but to make appropriate investment and 
 create
 

conditions where all 
the people may secure adequate housing,
 

and to remove impediments to housing activity.
 

The salient features of the Indian Policy 
in relation to
 

Housing Finance are given below:
 

i) The objective will be to promote easy access to finance
 

for different housing activities and to evolve an elastic
 

and wide spread resource mobilisation strategy to tap
 

household savings in 
the 	formal and informal sector.
 

ii) 	To take steps to remove constraints to the flow of
 

finance into the housing 
 sector - specially larger
 

lending to 
the 	poor and the informal sector.
 

iii) 20% of the requirement of investment in housing would be
 

met by specialised housing finance institutions, 

insurance and banking sector, provident fund, mutual 

funds etc. and additional mobilisation of household 

savings.
 

iv) 	In the interest of long term development of the mortgage
 

market and assured resources for the housing finance
 

system, increasing proportion of the resources 
 of
 

insurance sector, 
Unit Trust, commercial banks and
 

cooperative banks will be channelled into housing.
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v) 	It is planned to introduce house-linked savings schemes
 

for the provident fund subscribers, the workers 
 in the
 

organized sectors 
and 	public sector, employees.
 

vi) 	As the apex agency charged with linking the housing
 

finance system with the financial 
sector as a whole, the
 

National Housing Bank of India will 
 facilitate the
 

promotion and regulation of housing finance institutions
 

in the public and 
 private sector, refinance their
 

operations and e:xpand to
the spread of housin9 finance 


different income groups; 
the role of National Housing
 

Bank is discussed in detail in subsequent paragraphs.
 

vii) 	The Housing and Urban Development Corporation (HUDCO), 

which was set up in 1970 and charged with the
 

responsibility of financing and/or 
undertaking housinu
 

and urban developed (discussed in detail in subsequent
 

paragraphs), will be strengthened and its resources will
 

be increased.
 

viii) Innovative savings and lending 
 instruments will be
 

introduced to integrate the housing 
finance system into
 

the capital market by enabling access of housing finance
 

institutions to the funds on 
a competitive basis with
 

other financial institutions and by permitting NHB and
 

HUDCO to set up mutual funds for housing, apart from
 

their access to foreign aid.
 

ix) 	 In due course it is planned to introduce a secondary 

mortgage system in order to attract funds from a wide
 

range of investors, including insurance 
 and'-prtvident
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funds and to integrate housing finance with the overall
 

financial system.
 

x) 	The cooperativa housing movement, specially for lower and
 

middle income groups, will be given assured access to
 

institutional finance to supplement internal rrsources.
 

xi) 	Presently commercial banks are required to invest 1.5% of
 

their incremental deposits into housing. The government
 

of India is considering to increase this percentage.
 

xii) 	It is also planned to reduce the stamp duties and
 

registration fees.
 

EVOLUTION OF HOUSING FINANCE IN INDIA
 

04. 	HUDCO: The evolution of formal housing finance in India
 

began with the establishment of an apex financial
 

institution - the Housing and Urban Development Corporation
 

(HUDCO) in 1970.
 

This Corporation was established with the object of
 

accelerating the pace of housing and urban development
 

schemes of the state governments/State Housing Boards, local
 

bodies etc., and also for- undertaking, wherever possible,
 

worthwhile programmes of its own. The objectives also
 

included financing or setting up of low cost building
 

material industries and new satellite townships. The
 

agencies eligible for- HUDCO's financial assistance are as
 

given helow:
 

i) 	State Housing Boards
 BEST 	AVAILA, LE DOCUMENT 
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ii) Slum Clearance Boards
 

iii) Development Authorities
 

iv) Improvement Trusts 

v) Municipal corporations/councils
 

vi) Local bodies
 

vii) Apex primary cooperative societies
 

viii) Public sector organisations etc.
 

In order to meet its objectives, HUDCO mobilises funds 
from
 

various sources 
 such as equity contribution from the 

government, borrowings from public by the issue 
 of
 

government guaranteed Debentures, Shelter Bonds, Urbak-i Bonds 

and raising term loan from banks, 
insurance companies Unit
 

Trust of India, other financing institutions and also from
 

the government. Presently the paid up capital 
 of the
 

corporation is Rs. 
160.00 crores. At the end of 1990-91,
 

borrowings including long term 
borrowings from banks,
 

insurance companies and financial institutions were of the 

order of 2292 crores. The German Agency KFW has also 

provided a loan of DM 40 million to HUDCO. 

As a matter of policy, in order to help the economically
 

weaker sections 
 and lower income groups, HUDCO has
 

implemented a differential interest 
rate policy for various
 

categories of households: the lower the 
 household income,
 

the lower the rate of 
interest and vice-versa. Apart from 

financing social housing schemes, HUDCO has also augmented
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basic community facilities. It promotes projects 
 involving
 

self-help by the beneficiaries by encouraging services, 
core
 

housing, skeletal 
 housing 
etc. Financial assistance for
 

basic sanitation schemes is extended 
on liberal terms.
 

HUDCO's financing pattern as amended upto 
March 1992 is
 

enclosed at Annex 
I.
 

During the last 
twenty years, HUDCO has sanctioned over 6700
 

projects 
 worth Rs. 6,763.00 crores 
of which HUDCOs
 

commitment is Rs. 4,220.00 crores. Despite 
 the subsidy
 

provided 
 by HUDCO in its interest rate structure, the
 

corporation earned 
a net profit of Rs. 
 18.00 crores in
 

1989-90 and Rs. 26.00 
crores in 1990-91.
 

05. In 1977, 
the Reserve Ban[: of India appointed a Working Group
 

on Housing Finance 
to examine the role of 
the banking system
 

in providing finance 
for housing 
schemes. The involvement of
 

commercial 
 banks in housing finance was then largely
 

confined to 
their investment in bonds/debentures of HUDCO
 

and State Housing Boards and direct loans mainly 
 to their
 

employees. 
 In 1978 the Working Groups suggested commercial
 

banks' 
 additional involvement 
 in housing finance to a
 

minimum extent of 
0.5% of their incremental deposits. The
 

Working Group recommended that 
 banks' finance may be
 

extended for (i) construction of residential houses 
 to be
 

built by public housing agencies like HUDCO, Housing Boards,
 

local bodies, individuals, cooperative societies 
 or
 

employers priority being accorded for financing construction 

of houses meant for economically weaker sections, 
 low and
 

middle income 
groups and (ii) educational and "'
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institutions as well as 
shopping complexes etc., which 
 are
 

part of the housing project, and (iii) construction meant
 

for improving the conditions in slum areas. According to the
 

Working Group, banks ought to 9et an average return of 

11.5%, maximum repayment period be 15 years and 
the 	level of
 

margin between 20-40%. For large projects consortium 

approach was recommended. The Working Group recommended a
 

two-tier housing finance system with HUDCO on 
top and local
 

housing finance institutions at regional or district 
 level.
 

It was also recommended that the Life Insurance 
Corporation
 

in collaboration 
with the General Insurance Corporat ion 

should evolve a scheme of mortgage insurance and then
 

contribute effectively to the auction 
 of 	 a secondary
 

mortgage market in the country. 

06. 	It was at that time that the concept of mortgage lending
 

through a specialised institutional framework began to
 

receive attention in India. A major problem of housing
 

finance had been the general perception of risk of housing
 

as collateral in view of the tenancy laws in 
 India which
 

absolutely protected 
 the rights of tenants. It was not
 

possible to conceive that foreclosure could be possible
 

through the normal judicial process without undue cost 
 and
 

delay. Moreover-, mortgaging property was expensive 
 as it
 

attracted 
 stamp duty @ 10%. Resource mobilisation without
 

government assistance a
in rigidly controlled financial
 

system was extremely difficult. An housing finance
 

institution (HFI) 
 could not advertise attractively for
 

deposits (as it 
required a statutory advertisement) not- it
 

could offer notice accounts. It also suffered 
vis-a-vis
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commercial banks, Unit Trust of 
India (UTI) and 
 corporate
 

deposits because 
 these 
could offer 
more attractive 
 tax
 
concessions 
and a wide range of financial services 
 at
 
subsidised costs. 
 an HFI borrowed
If lon9 term, security for
 
the loan posed major- problems as 
the concept of 
a negative 
lien as 
 an acceptable form 
 of security 
was relatively
 

unknown. 

07. HDFC: 
 The Housing Development and Finance 
Corporation 
 was
 
established in 
1978, in the private sector, 
as a specialised
 

lender to households and to corporate entities specially for 

housin 9 purposes.
 

Undoubtedly 
 the establishment 
 of HDFC was 
 a courageous
 
effort in 
the background of unhelpful and out dated mortgage
 
foreclosure 
 laws and 
the government of 
India had 
 taken no
 
steps to provide any protection or 
assistance to HFIs in 
the
 

recovery of 
their loans.
 

The promoters of HDFC 
took a bold step at 
that time 
 without
 
any loan from the government. The IFC agreed to 
support 
 the
 
venture with a 
loan of 
4 million US dollars and 
the Aga Khan
 
volunteered to 
put Lip 5% of 
the equity. The Chairman of HDFC
 
had been 
 the Chairman 
of the Industrial 
 Credit 
 and
 
Investment 
 Corporation 
 of India arid 
did not find 
 it too
 
difficult 
 to get the banks 
and other 
 inr citutions
 
interested. 
 The promoters and 
institutions originally 
held
 
73% share while only 27% was offered to the public. (Now the 
public shareholding 
is 47.5%). 
At that time individuals were
 
reluctant 
 to deposit money with HDFC, but 
 the commercial
BEST AVAILABLE DOCUMENT 
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banks which were then required by the Reserve Bank o+ India 

to invest 0.5% of their incremental deposits in housing, 

preferred to give loans to HDFC. The USAID provided a loan 

of 20 million US dollars to HDFC in 1983 and the total 

borrowing from USAID has gone up to 120 million US dollars. 

The World Bank also gave a loan of 250 million US dollars to
 

HDFC in 1988.
 

In view of its performance during thct )ast fourteen years, 

the HDFC has generated a great deal of confidence in the 

public. Last year it launced a programme for mobilisation of 

household savings and is now getting term deposits from 

public @ about rupees one crore a day thereby serving as a 

savings institution. HDFC has about 2500 approved brokers 

who assist in the mobilisation of deposits against payment 

of commission.
 

These term deposits are for a period of 25 months to 84
 

months. The maximum interest that can be paid on term
 

deposits is 15% starting from 13.5% on deposil
 

months. These rates are fixed by the National
 

against this the maximum interest that is allowed
 

by commercial banlk.s is 13.5% for any duration).
 

refinance facilities from the National Housing Bai
 

loans upto Rs. 01 lac and gets a spread of 3 to
 

lending rates of IIDFC range from 10.5% to 16.5% depending
 

upon the size of the loan. The average spread available to
 

HDFC on its total lending is about 1.7%. HDFC is also
 

competent to issue commercial paper upto one year but has
 

not started doing so. The Corporation has about 16,500
BEST AVAILABLE DOCUMENT 



(11)
 

shareholding who own 47.5% of the total 
shareholding; the 

balance shareholding is with institutions and companies out 

of which Unitrust of India holds 9.657., IFC 3% ICIC 3. etc. 

The paid up capital of HDFC is 450 crores. Loans/borrowings
 

outstanding as on 31.0r3.92 were of the order of Rs. 1,242.00' 

crores (World Bank - Rs. 413.00 crores, USAID - Rs. 145.00 

crores, IFC Rs. 72.00 crores, National Housing Bank 

Rs. 278.00 crores, scheduled banks Rs. 198.00 crores, Life 

Insurance Curporation of India Rs. 120.00 crores, and Army 

Group Insurance Fund Rs. 15.00 crores. The KFW has a 1so 

provided a loan of DM 25.00 million 
to HDFC for low cost
 

housing projects. Deposits were of 
the order of Rs. 871.00
 

crores at the same time. 

HDFC has so far disbursed Rs. 2,875.00 crores as loans fci. 

Rs. 06.00 lac units spread throughout India. 75% of tl ese 

loans were given to individuals and 25% to corporate and 

institutional horrowers and real estate developers through
 

short term construction finance. Bridge financing is for 02
 

years @ 19.5%. These loans are given very selectively and 

not more than 10% of the total loans can be given to 

developers as bridge loans. 80% of the HDFC borrowers are 

salaried persons while only 20% 
are self employed. The loan 

ceiling is Rs. 05.00 lacs for individuals. These loans are 

given for 15-2C years. Loans to companies are given for 5-7 

years. IHIDFC staff is trained to sanction a loan within two 

weeks if the bortrower so desires. 
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http:2,875.00
http:1,242.00
http:31.0r3.92


(12)
 

HDFC has also provided some finance for assisting lower
 

income households. The Corporation also provides lease
 

finance facilities to corporate clients for infrastructure
 

such assets like
development which includes finance for 


pollution control equipment, water treatment plants, and
 

construct ion equipment;.
 

The Corporation has a very elaborate system of appraisal of
 

loan applications. There are only 729 employees who are well
 

trained to effectively sanction and montior all the loans
 

and their recoveries. The recovery percentage is almost 100% 

and there have been only 15 court cases (for' foreclosure of 

14 years. As a result ofmortgaged property) during the past 

1991sound management, HDFC declared a dividend of 24% for 


92 as against 22% for 1990-91.
 

08. In 1979 the Planning Commission of India set up a number of
 

Tas:: 	 Forces to report on strategies for housing development 

the needs of housing and urban finance. The as well as 


to major decisions. The need
reports of the Task Forces led 

for radical orientation of all policies was felt and it was 

generally recognized that the main constraint that had 

was
inhibited large scale house construction by households 

the inadequate provision of institutional finance for the 

housing sector. Another policy decision was to provide 

finance institutions
encouragement and support to housing 

that promote the channeling of private resources into 

housing in a constructive way. All these efforts to the 

establishment 	of the National Housing bank.
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09. National H)using Bank: (NHEO: (NHB) was set Lip under, statute 
in 1985 
 to support 
the development of 
a local 
 network 
 of
 
housing 
finance institutions which would draw resour-ces from 
households 
 and 
 would be refinanced by 
NIHB acting 
 as a
 
conduit 
 for- institutional 
 finance. 
 The NHB is 
 a 100%
 
subsidiar-y of 
the Rese-ve Bank 
of India. It was set up with
 
an initial capital 
of Rs. 100.00 crores 
entirely 
subscr-ibed
 
by the Reserve Bank of 
India. 
Its main objective 
was to
 
Pnsure 
 the development 
 of a viable 
 and accessible
 
institutional 
 system for- the provision of housing finance. 
It views its role as 
an 
'Apex, housing finance 
 institution
 
which has a r-egulato't, prtomotional and re-finance irole for
other- institutions operational 
 in the field. Under-
 the
 
National Housing Bard: Act, 1987, the NHB is empower'ed to 
perfor-m the following functions:
 

i) issue directions 
 and provide guidelines to housing 
finance 
 institutions 
 to ensure 
 their promotion,
 

management and growth 
on sound lines;
 

ii) make loans 
 and advances and 
render any 
other-
 form of
 
financial 
 assistance 
 to scheduled 
 banks 
and housing
 

finance 
institutions.
 

iii) formulate 
schemes 
 for- the purpose 
of mobilisation 
of
 
resources and extension of credit for housing;
 

iv) formulate 
schemes for, the weaker sections of the society, 
which 
 may 
 be subsidised 
 by the Central 
 or State
 

Governments or other-s; 
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v) 	form, promote and manage subsidiaries for carrying out
 

functions under the Act;
 

vi) 	organise training programmes, symposia on matter-s
 

relating to housing;
 

vii) 	co-ordinate with various agencies in the housing sector;
 

and
 

viii) 	subscribe to stock, bonds and securities of every other,
 

description.
 

A 	copy of the N"9 Act 1987 is enclosed at Annex I. In order
 

to 	 achieve its objectives, the NHB devised the following
 

stratuSies: 

i) 	"NHB will operate as a multi-functional apex bank for the
 

housing sector, taking an integrated view of the real and
 

financial sectors. It will promote complementary and, to
 

a healthy extent competitive roles of the public,
 

co-operative, and private agencies in these sectors".
 

ii) 	 "In the financial sector, the basic thrust of NHB will be
 

on developing a healthy and self-sustaining housing
 

finance system and integrating it with the general
 

financial system. It will be its endeavour to operate the
 

housing finance system at non-subsidised rates of
 

interest with full cost recovery. However, a degree of
 

internal cross-subsidisation of interest rates, with
 

comparatively lower rates of interest being charged for
 

the lower income groups keeping in view the fiscal
 

1ite~ions enjoyed by the higher income groups, will be 

an important feature of the housing finance system". 
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iii) "NHB will seek to promote more and more housing finance 

companies in the public, private and joint sectors for 

tapping household savings and to act as dedicated outlets 

for delivery of housing credit. It may also extend equity 

support to HFCs which expand operations in specified 

geographical areas". 

iv) "NHB will simultaneously strengthen and support the 

existing institutions providing credit for housing, 

especially the co-operative institutions. NHB will be 

steadfast in its support to professionalism in lending". 

v) "NHP.will discourage the prevailing hire purchase system 

in public agencies as the crqation of primary mortgages 

is a pre-requisite for creation of mortgage based 

securities marl::et as a major resource for the housing 

finance system in the years to come". 

vi) "NHB will mobilise savings specifically linked to 

housing, while seeking allocation of a larger proportion 

of existing hoosehold savings like insurance and 

provident funds for housing". 

vii) "NHB will promote national level loan-linked and other 

savings instrumenta, while encouraging housing finance 

institutions to promote innovative schemes to cater to 

particular regions or segments of the population". 

viii) "NHB will dov'tail its initiatives in the financial 

sectors for increasing the supply of credit for housing 

with initiatives in the real sector and finance projects 

to develop ]and and infrastructure so as to esnure a 

matching supply of buildable land for housing". 
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ix) 	"NHB recognises that affordability of housing is of
 

essence and will support cross-subsidisation in land
 

prices, besides interest rates. NHB will endeavour to
 

ensure that delivery cost of credit is kept as low as
 

possible by the lending agencies".
 

x) 	"Size of the plot/dwelling unit will be an important
 

parameter in NHB's 
 lending norms to secure adequate
 

allocation of financial and real resources 
to the small
 

man'. Luxury housing will be discouraged".
 

xi) 	"NHB will lay special emphasis on housing in rural areas
 

and small 
 and medium towns And on checking excessive
 

congestion in larger cities".
 

xii) 	"NHB will support commercial exploitation of cost saving
 

technologies for building 
 materials and construction
 

components, generally by way o+ 
equity participation in
 

companies adopting such technologies".
 

xiii) "NHB will support and fund training and research 
on
 

aspects concerning both housing and financial sectors".
 

xiv) 	"NHB will co-ordinate with the Central and State
 

Governments and 
 other agencies in promoting necessary
 

amendments to 
the existing laws and in the enactment of
 

new laws with a view to removing impediments to the
 

growth of housing and accelerating the supply of
 

housing".
 

BEST AVAILABLE DOCUMENT 



(1t7) 

xv) "NHB will encourage participation 
of non-governmental 

orsanisations and social action Sroups in 
 its various
 
ProSrammes, 
particularly 
 those focussed on 
 low income
 

groups"-

To start with, the NHB tooL the following steps 
to put its 

objectives into operation: 

i) In November 1988, NHB announced the role that it 
envisages for the commercial banking system in housin9
 

finance through its 
 55,000 branches throughout 
 the
 
country. 
 ommercial 
 banks 
 had hitherto 
allocated 
 a
 
certain 
 quantum 
of funds each year, under 
 guidelines
 

issued 
by the Reserve .Bank of 
India, for 
both direct as
 
well 
 as indirect 
lending for housing finance. The new
 
guidelines 
 indicated the 
terms and conditions 
on which
 

banks 
could finance individuals, 
 institutions, 
 Housing
 
Boards and private developers. The terms for individual 

households were comparable to those currently offered by 
HDFC. In 
 turn, 
 the commercial 
 banks 
are setting Lip
 
housing finance subsidiaries eithei-
 jointly with e:-isting
 

housing finance 
institutions or on 
their own.
 

ii) In March 
1969, NHB announced detailed guidelines 
for a 
Home 
Loan Account 
 Scheme that 
 would be 
 offered 
 and
 
operated by banks through their branch network. (Annexure 
III) A household would be able to save under the scheme
 
for a minimum period of five years at ratea of return of 
10% per annum, after, which the saver would be eligible 
for a housing loan of a multiple of the total savings

subject to 
 a ceiling of Rs. 300,000, as well as some
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to be financed. The
restrictions on the size of the unit 


scheme is to be a national scheme which would replace all
 

other schemes, if any, offered by the banks.
 

In April 1989, the NHB announced its refinance guidelines
iii) 


institutions, aimed at
 
to existing housing finance 


refinancing these institutions, especially for loans made
 

renovation
to lower income households and loans made for 


cost housing. Refinance is
 
3r for upgr'ading of low 


for purchase and

available upto Rs. 50,000 per household 

upto Rs. 30,000 per household for renovation or upgrading 

of an existing unit. The rate of interest varies from 

to 13 pet- cent per annum depending upon the
10.5 pet, cent 


of the loan with a sligh~t difference of 0.5% for,

size 


rural housing. 

iv) In June 1989, NHB also announced guidelines for
 

institutions
acceptance of deposits by housing finance 


The major feature of these guidelines is

(Annexure IV). 


that housing finance institutions cannot now accept
 

deposits for, a period of less than 24 months.
 

v) NHB has also issued guidelines for the promotion of
 

Housing Finance Institutions in private or' joint
 

which would be applicable if these
 
participation 


expect financial support from NHB. The

institutions 


inter alia, include paid-up capital

guidelines, 


acceptance of deposit

requirements, gearing ratios, 


these
,nd terms and conditions offered by 


ins for housing finance.
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vi) In November 1989, IHB announced its intention to l-iiance 

Land Development and Shelter projects undertaken by 

public housing agernLies such as State Housing Boards and 

Area Development Authorities. The policy emphasis, 

however, was on land development where public agencies 

would be reoriented to work more as promoters and 

facilitators for housing units. Further, these public 

agencies would, in due course, give up the role of 

long term hous1ng finance. 

vii) In January 199(), HHBI announced its intention to provide 

finance to Co-oper-ative Housing Societies as short term 

(3 years) project loans to assist societies with land 

parcelling and development. 

Salient features of the House Loan Account Scheme are given
 

at Annex III. 

Directions issued by the NHB to regulate the functioning of
 

the Housing Finance Companies are shown at Annex IV.
 

Guidelines issued by NHB for the professional developers are
 

enclosed at Anne:. V.
 

The NHB provided financial assistance of Rs. 567.00 cro-es 

in 1990-91 as against Rs. 132.00 crores in 1989-90. During 

the same year NHB raised the first installment of US 825.00 

million from the US Capital market under USAID Housing 

Guarantee F'-ogramme. The Bank also signed an a.greement to 

receive the rupee equivalent of 02.09.70 billion year loan 

fr'om OECF of Japan. Scheduled banks/HFCs operating the 

Housinq Loan Accounts Scheme collected total deposits of
 

fT VAIL. ABLF DOCUMENT 

http:02.09.70


( 2"
 

Rs. 85.00 crores on behalf of NHB from about 05.00 lac
 

accounts. An amount of Rs. 82.00 crores was also 
collected
 

under the Capital Gains Bonds Scheme.
 

There are about 200 
large and small HFCs operatin 9 in India
 

out of which 
18 HFCs have been recognised by the NHB for 
the
 

purpose of refinancing etc. 
Out of these, six HFCs have been
 

sponsored 
 by scheduled banks as 
 their subsidiaries. 
 The
 

General 
 and Life Insurance Corporations of India have 
 also
 

set 
 up similar subsidiaries. NHB even participates in the
 

equity of 
some oF these bank subsidiaries.
 

The rates of interest charged by 
 NHB on refinance 
 for
 

housing loans are 
given below:
 

Amount ofloan 
 Ratedf interest
 
To be charged To be charged
 

by NHB to banks by banks to
 
ultimate beneficiary
 

i.Upto Rs. 7,500.00 
 08.0 
 10.0
ii.Above Rs. 7,500.00 and upto Rs. 15,000.00 09.5 11.5

iii. Above Rs. 15,000.00 and upto Rs. 25,000.00 12.0
10.0 

iv.Above Rs. 25,000.00 and upto Rs. 50,000.00 12.5 14.0
 v.Above Rs. 50,000.00 and upto Rs. 200,000.00 14.0 15.0
 

Repayment of loans 
to NHB has started and there have been no
 

defaults. The recovery by HFIs is 
about 97-98%.
 

While presently the commercial banks are 
required to invest
 

1.5% of their incremental deposits 
into housing, the NHB has
 

recommended 
to the Reserve Bank of 
India that this limit may
 

be raised to 5%.
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The NHEI has also recommended amendment to tile NHB Act toprovide for- a simple Procedure for creation of charge over 
the assets financed by HFIs 
(to whom re-finance is 
 provided

by NHB) and the rules arid procedure relating to foreclosure 
by HFIs and scheduled banks assisted by NHB.
 

RECOVERY OF HOUSING LOANS AND MORTGAGE FORECLOSURE LAWS 

10. HUDCO has had no problem so 
far in 
recovery of 
its loans as

the borrowers in this case are usually 
 institutions 
and
public 
 sector agencies who have, somehow, managed 
to repay


HUDCO loans despite having problems in recover-y of their own 
loans. 
 Loans granted b NHBI are also recoverable without 
much difficulty 

is
as it 
 the controlling authority 
of the
 
HFIs etc. 
The Housing Finance Companies like 
the HDFC have a
very elaborate system of ensurin9 that in the first instance 
they do not 
9rant 
loans 
to doubtful 
cases, and then 
 monitor
the recovery so effectively that 
the borrower does not 
 have
 
a chance to get away. As stated earlier, 80. of th& HDFC
borrowers are salatried persons and only 20% are self 
employed. HDFC usually does not grant a loan to a self
employed person Unless he is a tax payer. Loans are secured 
by HDFC ,tnd other HFIs by two personal guarantees and
assignment of the life insurance policy. HDFC and other well
organised 
HFIs emphasize 
more on 
recovery 
without 
 having
 
resort to foreclosure. 

1. FPocedut-S relating to the sale and registratioi of prope-ty
in India as cLmrbet-sonMeare as in Pakistan; stamp duties 
high are 

and there is widespead temptation to avoid
registration. A latrge nL111lher of transactions are not legally 
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undertaken in order to avoid restrictions and to circumvent 

high titling charges arid capital gains tax etc. Rent contr-ol
 

laws favour the tenant-.
 

12. 	The HFIs 
insist that when a loan is required from them, the
 

borrower- has to have a clear- title to the land and the
 

mortgage deed has to be registered. In the case of 
 purchase
 

of flats the A greement to Sell 
has 	to be registered with the
 

Sub-Registrar. Builders of flats transfer the 	complex to an 

Association or 
 Society of buyers. According to a Supreme
 

Court decision, occupancy 
 right of a flat owned by a
 

Cooperative Society or 
Association is transferable. Premium
 

to 
sell the flat is given by the Society.
 

13. 	 1.5% interest per mionth is chargehble on over due 

instalments. The well organised Computer System of efficient
 

HFIs enables them to issue reminders and notices almost
 

mechanically. Corporation employees 
 also visit the
 

defaulters personally. Bouncing 
of a cheque for shortage of
 

funds is a 
criminal offence under, the Negotiable Instruments
 

Act.
 

Adequate notices including legal 
notice are given before a
 

petition 
 is filed in a court. HFIs usually file petitions 

for reco'.ery of loans rather than for foreclosure. Plaints 

are filed in different court on the basis of their pecuniary
 

jurisdiction. In Bombay cases 
involving Rs. 50,000.00 
or 

more are filed in the High Court whereas in other districts 

the plaints are filed in 
district courts. The solicitor is
 

allowed to serve the plaint 
on the defendant as an agent of
 

" 	 ""F' DOCUMENT 

http:50,000.00


(23)
 

the court. Substitute service is also possible. Suits for
 

recovery of loan are decided under the 
 summary procedure
 

prescribed in the Civil Procedure Code. Cases in the high
 

court are 
 decided in about four months whereas the civil
 

courts take 
 about nine months. However, if the defendant
 

disputes the amount then it becomes a regular suit and 
 may 

take several years to be decided. 

14. 	 The foreclosure laws in India are 	 the same as in Pakistan. 

The HFIs don't have any special adjucatory mechanism for
 

their claims or for enforcement of mortgage created by their
 

borrowers. In case of default, the HFIs 
have to proceed
 

against the defaulting'borrowers in the ordinary civil court
 

under the Civil Procedure Code There is a huge backlog of
 

cases in civil courts and in view of the multi-layer
 

procedure, a suit for enforcement of mortgage can take well
 

over ten years. The provision of multiple appeals can
 

further frustrate the HFIs. Even after obtaining a final
 

decree, the enforcement of decree itself often becomes
 

difficult, consuming and costly.
 

15. 	The Maharashtra Ownership of Flats Act 1963: A very 

interesting and useful legislation was enacted in the State
 

of Maharashtra which has subsequently been adopted or is
 

being adopted by other states. This legislation provides the
 

liabilities, responsibilities and rights of the project
 

promoters and flat purchasers, and requires that a Society 

or Company be formed to take over and manage the flats. Main 

features of this Act are given at Annex VI.
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GENERAL OBSERVATIONS
 

16. The development of 
the housing finance system in India has
 

been dependent on institutional support from well
 

established 
 development and investment institutions. The
 

government company HUDCO was established 20 years ago and
 

the NHB was set up about 15 years later. The last few years
 

have seen an increase in the number of primary HFIs. 
These
 

HFIs today depend substantially on resources from the
 

banking system. The HFIs are now trying to broad base their
 

resources and focus on two principal markets - the household
 

savings sector and the capital market 
 for debt and equity
 

support respectively. To quota Mr. M. J. Pherwani 
 Chairman
 

of the National Housing Bank, 
"As far as India is concerned,
 

the primary phase of institution building is almost oer and
 

the future task is to induce HFIs into the capital markets
 

for both debt as 
well equity support. This transition would
 

need the 
 creation of specialised institutions and a new
 

management focus in 
 terms of the array of assets to be
 

created".
 

17. The major objectives of a future strategy in India are:
 

i) to develop an institutional network that 
 would enhance
 

the quantum of housing finance;
 

ii) to identify a potential resource lease for the system as
 

a whole;
 

iii) to codify and simplify the legal system with respect 
 to 

risk management of HFIs (liquidity, interest rates and 

default risks in particular); RMTAVAfPARI nr: 'irT 
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iv) 	to rationalise and re-orient the fiscal system to re

allocate funds to the housing sector by providing
 

incentives for household thrift as well as institutional
 

growth.
 

v) 	 To link formal networks with informal networks which are 

the major source of financial and economic activity for
 

rural and urban poor. 

18. Amendments in NHB Act to facilitate/recovery/foreclosure: At 

the and it is only appropriate to give some details of the 

amendments proposed by NHB in the relevant legislation to 

empower the HFIs/NHB to take effective measures for recovery 

of housing loans and foreclosure of mortgaged property in 

cases where recovery is not possible without having recourse 

to prolonged litigation. The amendments have already been 

tabled in the parliament and are likely to be approved in 

due course. This law would be applicable to only those HFIs 

which have availed of refinance or credit facilities from 

the NHB. Salient features of the proposed amendments are 

given below: 

i) 	 When any person seeks financial assistance from an HFI on 

the security of any immovable property belonging to that 

person or any other person, the dues relating to such 

assistance shall be a charge on such immovable property.
 

ii) 	 If a borrower male5 any default in repayment, the HFI may 

request the NHB to recover the arrears. 
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iii) The NHB in turn shall, after giving notice to the 

borrower, have the right to transfer the property by way 

of lease or sale and realise the dues of the IIFI out of 

sale proceeds of the property.
 

iv) 	The buyer of the mortgaged property could request the 

District Magistrate to take possession of the property; 

the District Magistrate in turn would have the power to
 

take possession of the property. This action of the
 

District Magistrate shall not be actionable in any court
 

of 	law.
 

v) 	Such transfer shall vest in the transferee all rights in 

the property so transfered - as if the transfer had been 

made by the owner of the property. 

vi) 	The HFI will also be vested with the discretion to
 

request the NHB to arrange recovery of the amount due as 

arrears of land revenue and the NHB, after, makincEi 

necessary enquiries, may issue a certificate to the 

District Collector requesting that the amount may be
 

recovered as arrears of land revenue. 

vii) 
No 	court shall pass any order in respect of an immovable
 

property mortgaged with an HFI unless an order is also
 

passed for repayment of the dues of such HFI.
 

19. 	Ihe present appraisement standards of HFIs demand and result 

in over-securi t iZat ion of loans which militates against 

those who earn ir-r'egular incomes and also against low income 

households. Creditors of HFIs are morealso cautious in
 

lending to these institutions. So far the policy and the
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laws and procedUres do not encourage innovative financing
 

mechanisms, and preclude lower 
income families access to
 

shelter credit and enhances credit risk 
 to the lending
 

institutions. Foreclosure possibilities as envisaged in the
 

NHB legislation would reduce risks and enhance the abilities
 

of HFCs to Lreate new resource mobilisation avenues.
 

BEST AVAILABLE DOCUMENT
 



LIST OF ANNEXURES Pages 

Annex I HUDCO s financing pattern i to vii 

Annex II National Housing Bank Act (1987) viii to xxix 

Annex III Salient features of 

Account Scheme 

the House Loan 

xxx to xxxv 

Annex IV Directions issued by NHB 

regulate the functioning of 

Housing Finance Companies. 

to 

the 

xxxvi to xxxix 

Annex V Directions issued by 4hc 

professional developers. 

NHB to 

xxxx to xxxxiv 

Annex VI Salient features of the xxxxv to xxxxxi 

Maharashtra Ownership of Flats Act 1963. 

BEST AVAILABLE DOCUMENT
 



Annex I
 

1-IIJDCCO'S FINANCING FPATTERN 

The Housing & Urban Development Corporation (HUDCO) was set up in 1970 as aGovernment of India Undcitaking. Its main objectives are to finance or undertake housingand urban development and .elatedprogianinics. HUDCO sanctions loans amounting to over Rs. 1300 crores a year. 

ELIGIULE SCHIUMES 
The schemes eligible for HUDCO's financial assistance include the following: 
- Urban Housing
 
- Rural Housing
 
- Environmental Inprovecrent of Slums
 
- Urban Infrastructure
 
- Basic Sanitation
 
- Staff Housing
 
- Cooperative Housing
 
- Building Material Schemes
 
- Land Acquisition Schemes
 
- Construction Loans
 
- Commercial Schemes
 
- Repairs aid Renewal
 
-
 Urban Enployment through Housing & Shelter Upgradation
 
- Night Shelter
 
- Working Women Ownership Coidumlniums
 
- Building Ceitrc.,
 

ELIGIILEAGENCIES 
The agencies eligible fou I IUC)O's finrncial assistince are State iousing Boards, SlumClearance Uoard:,, Development Authorities, Inpiovteient Trusts, MunicipalCorpoations/Councils, local bodies, apes primary cooperative societies, public sectororgaisations and so forth lie agencies for rural housing schemes, must be numinarted bythe State Goernreints. In the case of staff housing provided by both private and publicsector employtr. nd for building material schemes, private sector entrepreneurs are arlso
 
eligible.
 

SECUUITY FOR IIUDCO LOANS 
There are a few variations when the question of security for these loans come up. Therequirements for each agency are given below: 
(a) 	 For housing boards, dcv-"lopment authorities, public sector organisations, etc. 

- Government Guarantee
 
- Bank Guarantee
 
- Morigage of Property
 
- NevatiIe lien for housing boards and development authorities. 

(b) 	For Cooperative Societies: 
- Bank Guarantee 
-Mortgage of Property
 

- Government Guarantee
 

(c) 	 For Private Sector organisations: 
- Bank Guarantee 
- Mortgage iii Property 

BEST AVAILA LE OUMENT
 
"0BES AVAH 



Annex I
 

GENERAL kEQUIREMENTS 

I Appk'laon Fee 
Each loan application sent to I IUDCO must be accompanied with abank draft of Rs. 10,000except for isndcpendent E\WS where it shall be Rs. 5000 towards incidental anddocumentation charges. In ichpcet of Urban Infrastructure projects,, documentationcharges shall be based on loui amount i.e. Loan upto Rs. 2 crores Rs. 15,000; Rs 2 to 5 crores Rs. 20,000; Rs. 5 to 1t crores Its. 30,000 and Its. 10 to 20 crores Rs. 40,000. This 
amount will not L.arry any rate of interest. The application fee is non-rcfundable. 

2 Fln-adaJ Iuformation 

The borrowing agencies are expected to furnish th.-ir Annual Audited Accounts for the last
three ycars and certain other financial information/documents to |IU[)CO's requirements. 

3 Comiltrncat Charges lor Buildlng Material Schemes 

For Building Material Schemes, the borrower is expected to draw the loan instalments as per agreed schedule failing which commitment charge @ 1% are payable on the loan
instalments rcmaining undrawn on the dales specified in the loan agreement. 

4 Fruot-end Frvs 
One time Front-end fees on the total loan amount shall be levied on all the schemes as per
following scales: 
a) - EWSSclcies : 0.50%ofloan 

- LIG Schemes 11.00% ofloan 
- MIG Schemes 1i.25% ofloan 
- HiO and all other Schemes . 1.25% of loan 

(Urban Infrastructure, Land Acquisition etc.)
including composite scheces. 

b) The amount of Front-end fees shall be recovered ft.......... instalment and will be in 
addition to documentation charges. 

c) Front-end fees shall be reduced by 0.25% in respect of those schemes where legaldocumentation iscompleted within the prescribed period of four months (six months forNorth-Eastern States). In respect of those schemes where the legal documentaton is not 
completed within the prescribed period, Front-end fees shall be levied without givingrebate of 0.25% and the Ftont-end fees equivalent to 0.25% shall be transferred toResearch and Development Account of the borrowing agency which shall be made
available to them in the form of giant for upgrading their organisational capability andsuch other purposes. Agencies would be given maximum three years time to utilise R&D 
amount after which it will bc treated as HUDCO income. 

3 RUk Charge 

I. In the case of loans sanctioned directly to the primary cooperalive societies on thesecurity of mortgage, risk charge @ 0.5 per cent will be payab: by the society in addition 
to the interest chargeable on the outstanding loan. 

2. A risk charge @ 0.50% is also made in addition to the normal rate of interest on the loanoutstanding in case the security for the loan is a Negative Lien. However, in a scheme
where the loan is secured by Negative Lien and the borrower defaults and request for 
continuance of security of Negative Lien is accepted by HUDCO, the risk charge shall be 
increased to one per cent instead of half per cent. 

BEST AVAILAL3L DOCUMENT
 



Annex I
 

6 EWS Fund 
The borrowers which do not observe allocation pattern prescribcd by HUDCO i.e, 55% for 
EWS and LIG schemes and 45% for other categoriedprogranmes shall contribute to EWS 
fund @ 2% of the sale price of each IUDCO sanctioned projects. This levy would, 
however, not be applicable on priority sector EWS schemes such as Low Cost Sanitation,
Slum Upgradation etc. and schemes which are formulated on land area of less than five 
acres. In addition to contribution to EWS fund, the agencies which are not taking up
projects for potruity sector as per funds allocation of IIUDCO, shall be required to pay one 
per cent levy on non-priority sector schemes. 

7 All Inclwsiv Cimt 

The all InclUsiv cost mentioned under different schemes includes the cost of raw land, the 
cost of land development, construction cost, administrative and supervision expenses and 
interest during the construction period. The ceilings provided against each scheme are the 
maximum and it is desirable that the estimated cost is kept sufficiently below these limits so 
as to amply provide for future cost escalation, contingencies and so forth. 

5 Gross inttiet 

The net interest rates mentioned against different schemes will be increased by 0.50%. The 
additional interest of half per cent will be allowed as rebate for timely repayment of 
principal and payment of interest etc. In the event of default iapayment of principal and/or
interest etc., the borrower will also .have to pay penal interest at 2.50% over and above 
normal gross rate of interest. In addition to applicable rate of interest, the borrower shall 
also pay interest tax equivalent to 3% of the applicable rate of interest accrued on or after 1st 
October 1991. 

9 Fxierqt of t. .iut and RIcpa~yent PeIod 

The extent of loan, repaymtent period etc. Indicated for diffrent schemes are the maximum 
allowed. However, the actual extent of loan and repayment period will be determined in 
relation to the merits of each case and keeping in view the affordability of the beneficiaries 
belonging to various inconie groups. 

10 Pelodiclty of Rcpaymeuts 

i. For Building Material Schemes Principal amount repayable in 
half-yearly instalments & 
interest in quarterly instalments. 

ii. For All Other Schenes Repayable In quarterlyInstalments. 
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REVISED FINANCING PAW'ERN FOR HUDCO S(-ilEhMES 

Category Cost 
ceiling 

Max. Loan 
ceiling 

Extunt 
of 

Net 
Interest 

Repay. 
ment 

Monthly 
Inslalmeni 

finance rate period on loan of 
(Rs) (Rs) (M agv) (% age) (Yrs) 

Rs 1000 
(Rs) 

I 2 3 4 5 6 7 

I EWS- 1ionthly Inconmc up to It,. 1051) 

Rural 
Landlcs! 
Landcd 

Village Abadi 

12,70U 
22.000 

11,430 
19,500 

90 
90 

7.5 
8 

15 
22 

9.27 
8.06 

including Repairs 4.O0 100 7.5 II 11.15 
Urban (1) 
EWS House 22.000 19,5(x) 90 8 22 8.06 
Communit) Toilcls 

Rep.irI/Additqons 

NA 

11.000 

NA 

9,500 

50 

90 

8 

7 

12 

10 

10.82 

11.61 

II LIG - Monthly Income over Its 1050 and upto R$ 2200 

Rural-Urbim 
LIG House (2) 

Rcpairs/Additions 

50.000 

25,000 

42,000 

21,0()0 

85. 

85 

11.50 

11.50 

15 

10 

11.68 

14.06 
II MIG - hlnibly Income over Its 2200 and up to Rs 3700 

RaJ-Urbao 

MIG House 1,7 . 6 0,(0 75 12 15 12.00 

RepairLIAdditions 85,000 

80.000 
1.15,M) 

30,000 

75 
75 

75 

13 
14 

12 

Is 
15 

10 

12.65 
13.32 

14.34 
40,000 
55,000 

75 
75 

13 
14 

10 
10 

14.93 
15.53 

IV HIG - Monthly Incume over Its 37X)/. 

RIalI-Urban 
HIG House -

-
-

1,15,000 
1,50,000 
2,00,000 

60 
60 
60 

14 
15 
16 

is 
15 
IS. 

13.32 
14.00 
14.69 

V*) including marginal farmers 
(I) 	 Up 1o50 per cent of loan may be considecled b' implcmcnling agencies for serviced plotsand balanceas construction loan or skelcal house plus alicast Rs. 3(0VO.as construction loan. 
(2) At least 50 p . cent uf the loan may be considered as construction loan by implementing agencies. 
- Thosgh there is a provision for exlcnding loisn uptu 100%, the bencficiaries/Slale level agenciesshould contribute minimum 25% of the cost as their share. 

BEST AVAIL L,:
 



1 	 2 3 4 5 6 7 

Rcpain/Additions 	 - 55,0(X) 60 14 10 15.52 
- 75,000 60 15 10 16.13 
- 1,00,0X3 60 16 10' 16.75 

V 	 Staff Hotisi rg 

Compa.ny Owned ( 3)  	
- 1.15,000 6 10 15.52fw 14 
- 1,50,000 60 15 10 16.13 
- 2,000,XJ 60 16 10 16.75 

Employee Owiicd -- As per Urban Housing Norms-

VI Commercial 	 75 16 15 14.69 
Schemes 

VII Building fljteial As per II nuriis subject to availabiliy of refinance ftom ID I. |towcvcr, 
till rcfinance fa.iity not available, loans shall be available at IDBi basic 
interest rate which atpresent is 20% p.a., loan up to70%, 17.37 repaymenti8 
yeais ad Debt Equity 2:1. 

VIII Plotted Developmcnt 

EWSScr nccd Sites 	 7,5X 7,500 upto 100 7.00 22 7.43 

Other Categories 	 --- As per Urban Housing Norms -

IX Social Infrastructure and 
Single Working Worners 
Hostel & Condominiums 

-75 12.50 ( 4)  
12 13.44 

X luusig Cooperative Societies As per urban housing norms. 

XI Shelter Upgradation (NRY) 
Night SI,:lter, Low Coit Sanitation, 
(indiaidual toilets), Centi al Govt. 
Emplhyces Group Insurance Schemes 

As per Govt. of India Guidelines. 
For NRY schemes, built house not to be financed 
and subsidy to be limited to 25% ofimprovement 
cost upto amaximum of RI. 1000 and interest rate 
at 7%. 

XII Slum Upgradation. Enviuronreni 
Improvement Schenes including in 
Inner city area. 

As per EWS urban housing norms subjcct to 
a maximum loan of Rs. 4000 per family. 

XIII I iadtoom Weavers and 
BeecdWorkers 

Ilousing loan asper HUDCO norms and Subsidy/ 
%-rking shed loan as per Govt. of India 
guidelines. 

XIV Private Builder Schenne 

- Construclion Loan -upto 50 14 to 16 5 23.26 to 

24.32 
- Ihusing L.oan - As per Urban Ilousing Norms 

XV Land Acquisition upto 50 
uplo75 
unto 100 

14 
15 
16 

6 
6 
6 

20.61 
21.15 
21.69 

XVI TransitAccommo-
datiun schemes 

56,00 42,1X) 85 141o16 10 15.53to 
16.75 

(3) 	 In the case of non-profit Go, ernmcn agencies, interest shall be reduced suitably utpo a maximum uf 
onc pr ccitt. 

(4) 	For Single WomLing Women I Instcl aid Cmdoninium, rute of interest shall be reduced by half per 
cent. , 
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Nos. 

A Loam for SCST liandlcu beneficiaries both inrural and urban areas are proposed to be given out of

BanLng Sector Fanda, if available, under RBI scheme at 4 pWrcent per annum. In such case.
 
HUDCO will charge 6 per cent interct.
 
I ans for natural calamitics,/tlood affected achemes areproposed to be given asper Gov,.- of India
G,,,l,.liics.
 

C 	 Grant for BuildingCcntres shall be asper Govt. of India Guidelines. 
Cost and loan ceilings applicable to EWS and LIG cas!gorles shall
for Rural and Urban Scbemes inhilly arr", Metropolitan Towna. North-Bastern States, Islands and 

D 	 be increased by 25 pe cent both 

di111cull
areas, Increase fordifficult areas will be subjct to approval by HUDCO Board of Directors 
ineach case. 

E Loans Inexcess of mianium allocation for aState prescribed by IIUDCO for various categories canbe considered is cotstruction loan for the interim period. However, the interim construction loan can
be converted into regular loan, if at the end of the financial year surplus/unutilised of ininimunallocations from other States isavailable, at the normal rate of interest for each category or funds tobe mobillsed from National Ilousing Bank either on NIIB rate or NHB's refinancing norms. 

F Impintiling agencies may be allowed to allot houses either on hire purchase or rental or ca.h down
basis to general public depending upon actual demand. 

0 	 The cost ceilings indicated above for vatious categories will not include cost of Raw Land for schemes 
to be undcriaken in iilly Areas and Rural EWS Schemes. 

H Loans will continue to besanctioned by IIUDCO as per existing funds allocation i.e. 55 per cent for
EWS (30%) and LIG (25%) and 45 per cent for other zategorics./chcmca. 

I Recatcgotisation of varioushousing schetces shall be done in case the actual cost exceeds 10 pcr centabove ceiling cost prcscrib,;J for various categories. In such cases, the additional burden of higher
rat of interest s,allbe borne by the agencies and shall not be recovered from the beneficiaries. Inc of need, additional loans for agencies can be sanctioned by HUDCO asper usualterms and
coodiions. However, agencies can pajs on the burden of additional interest to beneficiaries provided
VLcy do not ask for additional loans. 

I 	 For company owned ataff housing in rural areas with apopulation up to 20000, rate of intcrest hall be12 per cent per annum and other terms as per Staff Housing (company owned) Guidelines. Thisscheme will be applicable only to Public Sector Agencies and whcir repayments and balance project
coas are to be met out of specific State Oovt. Grants. 

I Working Capital and Term Loan to Building Centres will continue to be sanctioned asper existingiormi e. loan upto Rs. 4lais, interest 10.00 per cent per annum and repayment 10years. Loans 
beyond Rs. 4 lakhl can also be considered by Board of IIUDCO at higher interest rate. 

L Private Builder (Construction Loan) and Transit Accommodation Schemes shall be formulated at 
the maximum interest rate i.e. 16per cent. 

OWNERSHIP HOUSING SCHEMEiS FOR CENTRAL GOVERNMENT EMPLOYEES 
IIUDCO's finace is available for Owncrship Housing Schemes for Central Government
Employees covered under the Group Insurance Scheme of the Government of India. SuchaIse.mes can be formulated by Housing Boards, Development Authorities, Improvement
Trusts, State Governments, Government Employees Cooperative Societies etc. HUDCO'slcang rate is 13 per cent per annum attd the loan is repayable within a maximum period of20 years including moratorium of three years in the repayment of the principal. The land onwhich the scheme isto be implemented should be in the applicant's possession and should be
free from encumberance. The loan is to be secured by Government Guarantee or by
mortgaging of unencumbered and immovable property. 
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The scheme is financed by I IU DCO out olthe funds received from the Central Government 
separately and therefore does.not figure under the general allocation of funds. 

URBAN INFRASTRUCTURE SCHEMES 

Category Extent of Net Interest Loan 
finance 
(% age) 

rate 
(% age) 

ceiling 
(Rs/Cr) 

Ul projects in towns having 70 13.00 5.00 
population upto5 lacs 

UI projects in towns having 70 15.50 10.00 
population more than 5 lacs 
and upto 10 acs 

UIprojects in towns having 70 16.50 20.00 
population above tOlacs 

Notes: 

1. Repaynient period - between 5 and 15 years depending upon the nature of the project. 

2. 	 One per cent additional interest shall be levied in case the loan required is in excess of 
loan ceilings mentioned above, 

3. 	 Interest rates as indicated above can be increased by one percent in emergent situations. 
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Annexure II
 

MINISTRY OF LAW AND JUSTIC1, 
(Legislative Department) 

New Delhi, the 28th Decemrber, 1987/Paula 7,1909 (Saka)

The toIlowIn~ Act of Parlaamer-t received the asent of the Pteddent
on the 23rd Decemebr, 1987, 
 And Is hereby pubbehed for 'eneral infor

mation: 

THE NATIONAL HOUSING BANK ACT, 1987 
No. 53 or 1987 

[23rd December, 1987.1An Act to establish a bank to be known as the National HousingBank to operate as a principal agency to promote housing finance institutions both at local and regional. levels and to provide financial and other support to such institutions and formatters connected therewith or incidental thereto. 
Ba it enacted by Parliament in the Thiity-elghth Year of the Repub

lic of India as follows:-

CHAITER I 

I. (I) This Act may be called the National -Housing Bank Ast, IW. Shot 
() It extends to the whole of -ndia. tt 
(3) It shall come into force on such date as the Centrai Governnut awpiay, by notification in the Official anzette, appoint, and different date@ corn-
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may be appointed for different provisions of this Act and any referenceIn any provision to the commencement of this Act shall be construed as 
a reference to the coming into force of that provision. 

Dd1u. S. In this Act, unless the context otherwise requires,_ 
fles. (a) "Board" means the Board of Directors of the ilational Hott

ing Dank referred to in section 0; 
(b) "Ch-I'nnan" means the Chairman of the Board appointed 

under section 6; 
(c) "director" means a director appointed under section 6; 
(d) "housing finance institution" Includes every institution,

whether incnrpcrated or not, which primarily transacts or has a
its prlnclpa! object, the transacting of the business of providing
finance for huI1ing, whether directly or indirectly; 

ed 

(e) "Managing Director" 
under section 6; 

means the Managing Director appoint

(f) "NationO;d Housing Bank" 
established under section 3; 

means the National Housing Bank 

(g) "nocifcation" means a notification published in the Officia 
Gazette; 

%,,)"prescribed" means prescribed by regulations mad- -
thils Act; 

ted 
(I) ."Reserve Bank" means the Reserve Bank of India conmtltu
wider section 3 of the Res!rve Bank of India Act, 1934; 201 1934. 
(J) words and expressions used herein and ,not defineddefined in tho Po,;Pr,. Bank of India Act, 1931, sh-,,ll have ie 

Ings respectively assigned to them In that Act; 

but 
mw, d.ad 

(k) words and expressions used herein and not defined either inthis Act or in the Reserve Bank of India Act, 1934, but defined in the
Banking Regulation Act, 1949, shall have the meanings respectively
assigned to them in the Banking Regulation Act, 1949. 

2 of 

10 of 

1184. 
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CH!APTER 11 
EirTABLISrM r OF TI(1 NATIONAL HOUSING BANK AND cArrrAL T i0zor 

1ah. 
Zawt 

and in.Corpora. 

1. (1) With effect from such date am the Central Government may,by, notification, appoint, there shall he established for the purposes ofthisAct, a bank to he kno'vn as the Natlaal Housing Bank, 

(2) The Natlonril Housing Bank shall be a body corporate with the 
tUtoof 

Roi ing 
Bank. 

name aforesaid having perpetual succession and a common seal with power, subject to the provisianr of this Act, to acquire, hol4 and disposeof property and to contract, and may, by that name, sue and be sued. 
(3) The hear] oflice of the National Tinuslng Bank shall be at Bombay 

or at such other pilacr a: the Reserve Bank may, by notification, specify. 
(4) The National llousing 3 ink ni:ty establish offices, branchesagencies at any plwe in India, and with, the previous approval of 

Reserve Bank, t any place outside India. 

or 
thq 
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4. The authorised and paid tip capital of the Piational Homing Bank 
shall be one hundre crores ot rupees and snail be subscribed by the 
J4.,erve Bank: 

Provided that the Central Government may, in conpultatlon with the 
Rtserve tank, by ,,otilication, Increase the said capital up to five hun

died croies of rupees and the capital so increased shall also be sub&

cubed by the liteseive Bank. 

CHAPTER III 

HousioMANAGu.1Sm4T or r-i NATIOIAL li BANr 

5. (1) The general superintendence, direction and management of 

the affairs and business of the National Housing flank shall vest in the 

Board of Directors, which shaU exercise all powers and do all acts and 
things, which may be exercised or done by the National Housing Bank. 

(2) Subject to the provisions of this Act, the Board, In discharging 
its functions, shall act on business principles wi h due regard to public 
Interest.
 

(3) Subject to the provisions of sub-section (i) and save as otherwise 

provided in the regulations made under this Act,

(a) the Chairmr-an, if he is holding offices both as the Chairman 

and the Managing Director, or 

(b) the Managing Director, if the Chairman is absent, 

shall also have powers of general superintendence, direction and manage

mentoof the affairs and business of the National Housing Bank and 

may also exercise all powers and do .ul acts and things which may he 

exercised or done by the National Housing Bank and shall act on business 

principles with due regard to public interest. 

(4) The Managing Director shall, in the discharge of his powers and 

functions, follow such directions as the Chairman may give. 

(5) In the discharge of its functions under this Act, the National 

Housing 	 Bank shall be guided by such directions in matters of policy 
the Central Government, in consultation withinvolving public interest as 


the Reserve Bank, or the Reserve Bank, may give in writing.
 

IL (1) The Board of Directors of the National Housing Bank shall 

consist of the following, namely:-

(a) a Chabrman and a Managing Director: 

Provided that the same person may be appointed as Chairman 

and as Managing Director; 

(b) three directors from amongst the experts in the field of 

housing, architecture, engineering, sociology, finance, law, manage

mient and corporate planning or in ally other field, special know

ledge of which is considered useful to the National Housing Bank; 

(c) three directors, who shall be persons with experience in the 

working of Institutions involved in providing funds for housing or 
engaged In housing development; 

(d) two directors from out 	of the directors of the Reserve Bank; 

CilitAL 

Wa. 
nmaal. 

rdnDi,'rec- * 
tor-. 
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(4) three directors from amongst the oficials of the Central 
Government; 

(J) two directors from amongst the officials of the State GovOr
flent. 

(2) The Chairman, the Managing Director and other directors excluding the directors referred to in clausu (d), shall be appointed by theCentral Goveirnient in conultation with the Reserve Bank and directorlref.rr.d to In claua (d) ijhdl be nominated by the Reserve Bank. 
7. (1) The Chairman and the Managing Director shall hold office for
such term, not exceing 
five years and shall receive such alary and
 

allowances and be governed by such 
terms and conditions of servicathe Central Government asmay, In consultation with the Reserve Bank, 

opeoify and &ha- he eligible for re-appointment:
 
Provided 
 that tile Chairman or, as the case may be, the ManagingDixector 6hall, niotwithstading the expiration of his term, continue to
 

hold office until his successor enters upon 
 hiw office. 
(2) Tie directun; rAferred to in clauae* (b) and (c) of sub-section 

(1) of section t iihall hold ofilce for a term of three years: 
Provided that almy such director shall, notwithstanding the expirationof his term, continue to hold office until his successor enters upon his 

office. 
(3) The Centrul Government may, in consultation with the ReserveBank, remove the Chairman or the Managing Director, or any other
director reftrred to in sub-section (2), at any 
 time before the expiry ofhi3 term of office after giving him a reasonable opportunity of showing 

Cause ,against the proposed removal. 

(4) Notwithstanding anything contained in sub-sections (1) and (3),the Central Government, in consultation with the Reserve Bank, shallhave the right to terminate the term of office of the Chairman or, as theca" may be, the Managing Director, at any time be(ore the expiry ofthe term specified under sub-section (1), by giving him notice of notless than three months in, writing or three months' salary and allowancea
in lieu thereof and the Chairman 
may or the Managing Director, as the caab, shall also have the right to relinquish his office at any timebefore the expiry of the term specified under sub-section (1), by givingto the Central Government notice of not less than three months inWriting or three months' salary and allowances in lieu thereof. 

(5) The directors shall be paid such fees and allowances as may bepr"re 'ibid for attending the meetings of the Board or of any of its Committa ,nd for attending to any other work of the National Housing 

Provided that no such fee shall be payable to any director, who is anoW4&I of the Government or a director of the Reserve Bank. 

L No person Oiall be a director of the Board. if he&-.
(a) Is, or btecomes of unsound mind and has-been so declared by 

a competent, court; or 

IMLA Bl~DOCUN1 EN 
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(b) is or hai been convicted of any offence which, in the opinlonof. the Central Government, involves moral turpitude; or
(c) 	 is, or at 
 any time has been, adjudicated
suspended payment 	 as insolvent or hasof his debts or has compounded with his credi.tors; or 
(d) has, for any reason, been removed or dismised from the 

service of

(i) the Government, or 
(ii) the leserve Bank, the State Bank or any other bank,(iii) 	 orany public financial institution, or state financial corporation, or 
(iv) any other corporation ownd or controlled by the Gov

ernment. 

1. (1) If a director-
becomes subject 	 V&DaUo(a) 	 to any of the disqualifcatlois mentioned Insection 8; or 'ias

(b) is absent without leave 	
Ilan 0I 

of the Board for threesecutive 	 or more co- omo.meetings ther.eof, 

hise seat 	
tar 

shall thereupon become vacant. 
(2) Any director may resignwilting to 	

his office by givingthe uutiority 	 notice thereof inthat appointed or, as
him his r-signatlon being accepted 
the case may be, nominated
and on 


resigniitmi by
is rma 	 suc h authoritysooner accepted, on 	 or if histhe receipt thereof by 	
the expiry of three months fromsuch appointing authority, he shall be dLcnledto have vacated his offico.10. If the Chairman, or as the case may be,by infirmity or othlerwise 

the Managing Director, is C&UAJrendered incapableor 	 of carryingis abseit on 	 out his dutiesleave or otherwise, 	 v&cacin circumstances
vacation 	 not Involvingof his appoiritment, the 	 the inthe
another person to 	

Central Government may, appoinact in 	 r nn e n La pj i ntt chaofhis place during his 	 ol~Ce ofabsence. 

nxla or 

hMaaafilas11. (1) The Board shall meet 	 Dirclar.at such times and places and shall mectiap 
observe such 	rules of procedure in regard. to the transactionIts meetings, as may be prescribed. of business at of
 

a O
 
(2) The Chairman, or, if for any reason he Is unable to attend a meeting art


of the '3oard, 
 the Managing Director, or, in the eventman az4d tile Managing Director being 
of both the Chair.unableother director 	 to attend a meeting,nominated 	 anyby the Chairmanabeenc of 	 in this behalf andsucth nomination, 	 in theany director electedSent from among themselves by the directors preat the meeting, shall preside at the meeting. 

(3) All questions which come up befouzshbil be decided 	 any meetinga majority of votes of the dir-,tor present 
of 

and 
the 

votig, 
by 	 Board 

and in th event of an 
the person 

equality of votes, the Chairman, or, in Us absence,presiding, shall I ave a second or casting vote. 
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',K.CZ12. (1) The LDoard may constitute an 'xecuttve Committee consisting 

3M CO., o1 such number of directors as may L'i prescribed.
 
and (2) 
 The Executive C nimittee shall diacharba such functions as nayoihar be pescribed, or, aa inay be delegated to ;, by the Board.cmmill. 
to". (3) Tho Board may constitute such other committees, whether conslting wholly of dirLLtors or wholly of other Persons or partly of directorsand partly of other per:;ona as it thinks fit for such purposes, as itmay decide and any cwinittee so constituted sliall discharge such funclionl as may be delegated to it by the Board. 

(4) The Executive Committee or any other comndttee constitutxlunder this section shall meet at such times and places and shall observesuch rules of procedure In regard to transaction of business at its meet-
Ings, sd, may be pruscrlbed. 

Misctar 13. Any director of the Boardof Board or any member of a commnittee, whoany direct or indirect pecuniary interest h,.sin any matter coiningor na.tubcr consideratin up forat a meeting of the Board or a zommittee thereof, shall,
Of tolur ,( as soon as possible after relevant circumstancesnot to lcdge, disclose the nature 

have come to Wis knowof his Interest at such meeting and the disparticl- closure shall be recorded in the minutes of thepat' in Board, or the committee,aa ti,, camu may be, and the director or member shall not take
maelinga In any deliberation or decision of 
any part


the Board or the committee with resin cer- pect 'o that matter. 
I' 

CHAPTER 
IV 

BUSINESs os rimE NATIONAL HOUSING BAe-m
 
Business 
 14. Subject to the provisions of this Act, the National Housing Bank
of1othethe -rnay transact all 
or any. of the following kinds of business, namely:-HOuS113 8 (u) promoting, establishing, supporting or aiding In the promo11^nk. ton, establishment and support of housing finance institutions;

(b) making of loana and advances or rendering any other formoFfinancial assistance whatioever to housing finance institutionsand scheduled banks; Ofto any authority tstablisted byor under any Central, Stitt or
Frovinclil A:t and engmjed(c) subscribing to in sd,¢iearjnce,or purchasing sioci(a, snares, a)onds deben

tures and securities of every other description; 

(d) guaranteeing the financial obligations of houli,-g finance in.stitutions and underwriting the issue of stocks, shares, bonds, deben
tures and iecurities of every other description of housing finance 
inrtlltutions; 

,e) drawing, accepting, discounting or redisoeunting, buying orsailing Lnd dealing in bills of exchange, promissory notes, bonds.debentures, hundie, coupons and other Instruments by whatever 
name called; 

(f) forming, promoting and managing subsidiaries for carrying
out aU or any of its futhctiong under this Act; 

(p) undertaking res.!arch and surveys on construction techniques aid other studies relating to or connected with shelter, housing
and human settlement; 
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(h) formulating one or more schemes fcothe purpose of mobi.

lbltion of resources and extension of 
 credit for housing; 

(i) formulating one or more schemes for the economically

weaker sections of-society which may 
 be subsidised by the CentralGovernment or any State Government or any other source; 

(j) organiuing training programmes, semninars and symposia
 
on matters relating to housing;
 

(k) providing guidelines to the housing finance Institutions to 
ensure their growti on sound lines; 

(1) providing technical and administrative assistance to houang
 
finance institutions;
 

(m) co-ordinating with the life Insurance Corporation of India.the Unit Trust of India, the General Insurance Corporation of India
and other financial institutions, in the discharge o! its overall tunc.
 
tion;
 

(n) exercising 01 powers and functions in the performance ofdutied entrusted to the National Housing Bank under this Act orunder any other law for the time being in force; 
(o)acting a.agent of the Central Government, the State Government or the Reserve Bank 
or of any authority as may be authorised
 

by the Reserve Darik;
 
(p) any other kind of builness which the Central Government
 

may, on the recommendation 
 of the Reserve Bank, authorise; 
(q) generally, doing of all such matters and things as may be Incidental to or consequential upon the exercise of its powers 
or the diu

charge of its duties under this Act. 

15. (1) The National Housing Bank may, foe the purpose of carrying sorrowout Its functions under this Act-
lags and 

(a) issue and sell honds and debencures ac epwith or without the [Mcd ofg4arantee of the Central Government, jn such manner and on such dpoAtuterms as may be prescribed; 
by Na

(b) borvow money from Uon.1the Central Government and from any lousiagother authority o," organisation or institution approved by that BGovernment on such terms and conditions as may be agreed upon; 

(c) accept deposits repayable after the expiry of a period whichshall 
not he less than twelve months from the date of the making of
the deposit on such terms as may generally or specially be approved
by the Reserve 
 Bank; F:iviJed that nothin contijimd in tUis clause sh ll apply todtpoults Accipe't
Jer the s,'elp 1tiubted bf the Bank in pursuint, of cluf I C00 it.(d) borrow money from the Reserve Bank

(1) repayable on denmand or on the expiry of fixed periods
not exceeding eighteen months from the date of the making ofloan or advance, on such terms and conditions including the termrsrelating to security and purpose as hiay be specified by the
 
Itederve Bank;
 
fhioriul inti s heu for the purpose of ic:eptin, i referred,~ts to in clause( ) of s ctl42 of the tintir)O v, .'ti(/ituoitis ani ixpptioni Art, 1991 ind creditinj forty pferet of

do, iJount of such dposjlts to a i.rida fund created under ittion 11. 
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(ii) out of the National Housing Credit (Long Term rera.tions) Fund established under section 46D of the Reserve Bankof India Act, 1134 for any of the purposes specified In that section; lot i1at 
(a) receive fur services rendered, such remuneration, commi.Wlon, cumnzltment charges, consultancy charges, service charge, royal.

ties, premia, licence fees and any other consideration of whatever 
descripl ioa; 

(1) receive gifts, grants, donations or benefactions from Gov
ernment o i~ny other source. 

:(Z) The Central Goveniment may, on a request being made to itby the National Housing Bank, guarantee the bond8 and debenturesissued by the National Housing Bank as to the repayment of principaland the payment of Interest at such rate au way be fixed by that Gov.ernaien 1. 

Iai~ia 
ha" 

rseay. 

16. (1) Notwithstanding anything contained In the Foreign ExchangeRgllation Act, 1973 or In any other law for the time being In force re-aur.lating to foreign exchange, the National Housing Bank may, for thepurpose of making loans and advauces under this Act, borrow in such 
manner and on buch condition as may be prescribed In consultation withthe.Reserve Bank and with the previous approval of the Central Govern.meat, foreign currency from any bank or financial Institution in India 
or elsewhere. 

4#lj ,1. 

(2) The Central Government may, where necessary, guarantee anyloan taken by the National Housing Bank under sub-section (1) or anypart thereof as to the repayment of principal ind the payment cf in.terest and other incidental charges. 
owar 

&any 
tlthl. 

17.IThe rights and interests of the National Housing Bank (includingother rights incidental thereto) in relation to any loan or advanemade, or any 'mount recoverable, by it, may be transferred by theNational Housing Bank, either in whole or in part, by the execution orIssue of any instrumLnt or by the transfer of any instrument by endorsemeat, or inany other manner in which the rights and Interests In relationto such loan or advance may be lawfully transferred, and the NationalHousing Bank may, notwithstanding such transfer, act as the trusteewithin the meaning of section 3 of the Indian Trusts Act, 1882, for the 
transferee. 

t 662 

]Pow to lSThe National Housing Bank shall have the right to acquire, bytransfer or assignmeut, the rights and Interests of any housing ilnincoinatttutloa (Including any other rights incidental thereto) in relation toany loan or advance iuade, or any amount recoverable by such institution,either in whole or in part, by the exe-ution or issu6 of any instrumentor by the transfer of any Instrument or in any other manner In whichthe rights and interebts in relation to such loan or advance may be law
fully transferred, 

Power to 
impose 
conditions 
(oraccmm. 

modaion 

19. In entering into any transaction under this Chapter with any borrowing housing finance institution, the National Housing Bank mayimpose such conditions as it may think necessary or expedient for pro,ctlng the interests of the National Housing Bank. 
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lwrwk) XC (1) The Natlonal flousirn Bank may at any time an4 phall, onbe10'ect. so tobing directpd ao by the heserve blank, cau" an inspection to bemu"w by one or £no;q ot its oliUcers o1 ay nalussng linance llstiUtOjto whicii the National Housing bank has made any loan or advace or
griuitd any other ihianciat assaitance, and its book, accounts and otheraocuments; and the National Housing iHank shall supply to the housing
finrance institution a copy of its report on utich inspecton. 

(2) 1Lshall be the duty of every officer, employee or other person orpcrionutinchargcof tile whole or part of the alairs of the housing
finance institution to produce to any officer making an inspection undarsub-section (1), all bich books, accounts and othie.r documents in iA
custody or power and to furnish within such time as the said officer mayspecify, any statements, information relat*ing to the affairs of the housing
finance institution as the iiaid officer may require of him.
 

Power t 25. 
 (1) Tiie National Housing Hank may, for the purpose of the
collect efficient discharge ofcrd~it housing its functions under this'Act, at any time direct anyfinnc, Institution to subi~it to It credit inio,ination in such 
Uoa.. orra and within such time as mayBank from 

be specified by the National Housingthne to time. 

(2) Every houshig finance institution shall, notwithstanding anythingto the contrary contained in any law for the time being in force or in 
any instrument regulating the constitution thereof or in any agreement
executed by it, relating to the secrecy of its dealings with it.Iconsti 
tuents, be bound to comply with any directions issuea under sub-suction 
(1). 

(3) The National lousing Bank may, ior the purpos: of the efficient
discharge of its fwictions tinder this Actcollect from the Lantral and
State Governments, local authorities, the Resexvc Bank, any bank orsuch financial or other Institutions as tile Reserve Bank may specify inthia behalf, credit indornat,on or other information. 

Explunation.-Forthe purposes of this section and section 26, credit 
Information means any information relating to

(() the amount of loans and advances and other credit facllitls 
granted for the purpose of housing; 

(ii) the nature of security taken for such loans, advances or 
other credit facilities; 

kiii) the guarantees furnished; and 
(iv) any other Information which has a bearing on the credit

worthiness of the borrower. 
Power to 26. The National Housing Enk, if it considerspublish so to do, 

it in the public interestmay publioi any credit information Or other Information obinferrer rained by It under this Act, In such consolidated form ordc. form as in any Otherit thinks fit. 
Ad- 27. The National Housing Bank may provide advisory services to thevisary Central ant State Governments, local authorities and other agencle,irvicit connected with housing, In respect of

(a) formulation of over .1 polici-4 aimed :.I promoting the 
growth of hotsing and housi~ti Ilnance institutions; 
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(b) legislation relating to matters having a be
housing and human settlement. 

CHAPE V 
PROVISIONs RELATING TO ItOUSING FINANCE INTTUTIONS 

RECtlVma DEPOSITs 
28. In this Chapter the term 'deposit' shall have the meaning assignedI of 93t. MfluLto it in section 451 of the Reserve Bank of India Act, 1934. lion ofdcpodt. 
2.. (1) The provisions of this Chapter shall not apply to depositsaccepted by Chptora housing finance institution which is a firm or an unincor- not toporated association of Individuals. 

apply ia 
(2) For the removal of doubts, It is hereby declared eartainthat the firms cases.and unincorporoted associations of Individuals referred to in sub-section 

by the provisions of Chapter 1 IC 'of 
(1) shall continue to he governed 

3 of 1934. the Reserve Bank of India Act, 1934. 
30. The N'itlonal Hlousin ', Dank may, If It considers necesinry In thepNmlic intre-it so Ndoaalto do, by general or special order,-

. Houlng 
(a) ruet ilate ,. nrnhl1It the Issue by any ho 

Bank to
sinq finance Insti- rcututlnn of any n-n'o,.rc'u .,r advertisement 

1 1
soliciting depositsmoney frnm t, i.' lr: 

of "t* orraidr 
u of 

(b) specify the conditions subject to which any such prospectusor advertisement, if not prohibited, Pr1oPC'may be 'Issued. t or 

adcr-
Wcncmat 
Aollcittng 
dcposits 

of 
mlOnfcy.31. (1) The National Iousing Bwik may at any time direct that Powerotevery housing finance institution accepting deposits shall furnish to the Nationalin such form, at such intervals and within such 

National Housing Bank 
time, such statements, information particulars relatiug 

Hlowing
or to or connected Dank towith deposits received by the housing finance institution, as may bespecified by the National couect

Housing Bank 'by general or special Informa.(2) Without order. Lionprejudice to the generality of the power vested in the trm 
National Housing Bank under sub-section (1), the statements, informs- bojintion or particulars 
all or any of 

to be furnished under sub-section (1), may relate to ritu.the following matters, namely, the amount of the deposits. " Mthe purposes and periods for which, and the rates of interest and other to doterms and conditions on which, such deposits are received, poatj 
(3) The National Housing Bank may, and toif it considers necessary In the givapublic interest so do,to give directions to housing finance institutionsaccepting deposits dirteeither generally or to any group of housing financeinstitutions accepting tio"

deposits, and 'in particular, in respect of anymatters relating to, or connected with, the recei))t of deposits, includingthe rates of interest payable on such deposits. and the peribds for which 
deposits may be received. 

(4) If any housing finance institution accepting -deposits fails toComply with ony,direction given by the National Hfousing Bank, under 
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sub-section (3), the National tHousing Bank may prohibit 
nce of deposits by that housing finance institution, 

the accept

(5) Every housing finance institution 
required by the National Ifousing Bank 

receiving deposits, shall, if so 
and within such time as the 

National Housing Bank m.".!/specify, cause to be sent at tho cost of the 
housing finance institution, a copy of its annual bflancesiheet and profitand loss account or other annual accounts to every person iro, whom
the housing finance Institution holds, as on the last day or die /ear to 
which the accounts relate, deposits higlir than such st,...ao my be 
specified by the National Housing Bank. 

Iuly of 
housing 
fia cAD 
inUitu-

32. Every housing finance institution shall furnish the statenents,information or particular:; called for, in such form as may be prescribed,and comply with any direction given to it, under the provisions of 
this Chapter. 

Iius to 
furnrJh 
state
nic~ia5, 
eic., rs.. 
quired 
by Na. 
tiond 

P'uwsr 

and 
duties ol 

33. (1) The auditor 
enquire whether or 
nished to the National 

of every housing finance Institution shall 
not the housing fbiance Institution has fur-
Housing Bank such statements, information or 

a=uditorsparticulars relating to or connected with deposits received by It, as arerequired to he furnished tinder this Chapter, and the auditor shall, except
where he is satisfied on such enquiry that the housing finance institution 
lh&8 furnished such statements, informtion or particulars, make a report
to the National Housing Bank giving the aggregate amount nf such 
deposits held by the houbing finance institution. 

(2) Wlere, !n :ihe case of a housing finance institution, being a com
pany, the auditor has made, or intends to make a report to the National 
HIouing Bank under flub-section .(I), lie shall include in his report under 
sub-ection (2) of saction 227 of the Companies Act, 1956, the contents 
of the report which he has made, or intends to mike, to the National 

I 0I16. 

Housing Bank. 

U. (1) The National Housing Bank may, at any time, cause an Inspec
tion to be made by one or more of its officers or employees or other 
persona (hereafter in this section referred to as the Inspecting authority)of any housing finance in.,titutIon accepting deposits, for the purpose of 
verifying the correctness or completeness of any statement, information 
or particulars furnished to the National Housing Bank or for the purpose
of obtaining any information or particulars which the housing finance 
Institution has failed to frnilsh on being called upon to do so. 

(2)It shall be the duty of every director or member of 
mittee or other body or any person for the time being vested 
ranAitient of tie whole or part of the affairs of every
finance IrmUtution accepting deposits or other officer or 

any Lom
with the 

housing 
employ a 
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thereof to produce to the inspecting authority all such books, accounts tnd
 
other documef-ts in his custody or pOwer and to 
 furnish that authority

with any statement and information relating to the business 
 of the 
institution as that authority may require of him, within such time at 
may be specified by that authority. 

(3) The inspecting authority may examine on oath any director or 
member of any committee or body or any other person for the time
 
being vested with the niatagement f the affairs of the housing finiange

Institution accepting depositts, or any officer or employee 
 thereof, in
 
relation to its business.
 

35. No person shaU solicit on behalf of any housing finance institution Deposit

either by puhlishing 
or causing to be published any prospectus'or adver- " to 10
tisement or in any other manner deposits of money from the public solt'd
unless- by us.

AUtkoriaa 
(a) he has been authoilsed in writing by the said housing P4160"' 

finance institution to do so and specifies the name of the institution
 
which has so authorised him; and
 

(b) the prospectus or advertisement complies with any order
 
made by the National Housing flank under section 30 and with any

other provision of law for the time being in force applicable to the
 
publication of such prospectus or advertisement.
 

30. The provisions of this Chapter shall have effect notw thstanding Chap1ir
 
anything inconsistent therewith contained in any oth'er law for the time V 10
 
being In force or any instrnmient having effect by virtue of 
 any such inhet
 
law. 
 laws. 

CHAPT'rR V1 

Firtmin, ACCOUNTS AND AUDIT 

37. (1) With effect from such date as the Rleserve Bank may specify, Oti6 
the National lTousinit Batik shall establish a fund to be called the General Fuad and 
Fund and all payments by the National Housinq Bank shall be made out othe. 

of the said General nimd. 

(2) The Board may. aMid shall, if sn directed b% the Reserve Bank, 
create a special fund or -. reserve fund or such other funds as may be 
prescribed. 

38. (1) Tlhe balance sh.et and accounts of the National Housing ?Pa-
Tiank 	thall be preparei and maintained In such form and manner as may ratin of 

bainatcbe prescribed. 	 Ploet 

(2) The Board shall t jooks accounts the et..INmioalcause e and of National of
ousing Bank to be balanced and closed as on the thirtieth day of June. 11orUd

each year. 	
5 

Dask. 

39. After mhakinu provision for bad and :ioibtful dcbts, depreciation 1hpotal
of assets and all other matters for which orovision !3 necessary or ex- of 
ntdient or which Is usuallv provided for by ,ankers, the National.Housing 'u4u,. 
Bank shall transfer

(I) for a period of fifteen years. following the accounting year

dtring which the National Housing Bank is established, the amount
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remaining (hereafter in this section refarred to as surplus) such of 

the funds referred to in section 37 as the Reserve Bank may spedfy; 
and 

(i) aftor the expiry of the said peiod of flfteent years, the 
National Housing Bank shall, afte making provision for the funds 
refened to In section 37, transfer the balance of surplus to the 
Reserve Bunk. 

AUMIL 4u. (1) The accotuita of the National Housing Bank shall be audited 
by auditors daly qualified to act as auditors under sub-section (1) of 
ection 228 of the Conipanle. Act, 1958, who shall be appointed by the I IP)
 
Reserve Bank, for such term and on such remuneration as the Reserve
 
Bank may fix.
 

(2) The auditors shall be supplied with a copy of the annual balance 
sheet of the National Houing Bank and it shall be their duty to examine 
It together with the accounts and vouchers relating thereto and they 

shall have a list delivered to theni of all books kept by the Niational 
Housing Bank and shall at 01i reasonable times have access to the books, 
accounts. vouchers and other documents of the National Housing Bank. 

(3)7he auditors may, In relation to the accounts of the National 
Housing Bank, examine any director uf the Board or any officer or other 
employee of the National Housing Bank and shall be entitled to require 
from the Board or officers or other employees of the National Housing 
Bank such Information and explanation as they may think necessary for 
the performance of their duties. 

(4) The auditors shall make a report to the National Housing Bank 
upon the annual balance sheet and accounts examined by them and in 
every such report, they shall state whether in their opinion the balance 
sheet is a full avd fair balance-sheet containing all necessary particular* 
and properly drawn up so as to exhibit a true and fair view of the state 

of affairs of the National Housing Bank and in case they had called for 

any explanation or information from the Board or any officer or (Ahbe 

employee of Lhe National Housing Bank, whether it was given and 
Whether it was satisfactory. 

(5) The National Housing Bank shall furnish to the Central Govern
ment and the Reserve Bank within three months from the date on which 
the annual accounts of the National Housing Bank are closed and balan
ecd, a copy of its balance sheet as on the close of the relevant year toge
thw with a copy of the profit and lo account for the year and a copy 
of the auditors' retort and a report of the working of the National 
Housing Bank during that year, and the Central Government shall, u 
wuon as may be after they are received'by it, cause the same to be laid 
before each House of Parliament. 

(6) Without prejudice to anything contained in the preceding fub
tetins, the Central Government riay, at any time, appoint the Comp
truller and Auditor-General of India to examine and report upon the 
6conts of the National Housing Bank and any expenditure Incurred 
by him in connectinn with such examination and report shall he vayable 
by the Na&V.nal Housing .Bankto the Comptroller and Aud!tor-Gen"tal 

f IndIs. 
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41. The National Housing Bank shall, urnlh, from time to time tothe ieservu ibank auLiX injoimation and returns as the IteWve Bank 
may 'equire. 

4. The National Housing Bank ahall make an annual report to the 
Central Government and the Iteserve lank on the trend and progress olhouing in tie country and in that report may make such auggem-
Lions as it. nay think iieceiiary or expeojent for the development ofhiusing and the LUuntral C.iovernent snail, as soon as ray be after thereport is received by ik, cause thA. same to be laid before each House ol 
iarliament. 

Vtuns 

Ants-' 
rplo-t 
0o 

how.all. 

CHAPTER VII 

MISCEUL&Mzoua 

43. (1J The Natm ii Iotsing Bank may appoint sucit nuiuber U, 
offlcers and other employees as it considers necessary or desirable forthe elficient peiformanco of iAs functions and determine the terms and
contlon.s of their appointment and servicu. 

SaIfof 

NMtjoaa 
olouidad 
,alk. 

(2) 'Time UL.!.; Und conduct, tLrnis and condtions ot service and thu
establishment and mainteoance (,I provident fund or any other fund for
the benefit of the ollicer:; ,ind otlier members of staff of tWe Nationaf 
Housing Bdak shall be such as may lie prescib4ed. 

(3) The National ilousing Bank may depute any officer or any mem,
bar of its stafr for such period and o such tera and conditions an it 
may determine, to any institution including a housing finance intitu
tion. 

2 o 1934. 

(4) Nothing contained in this section shall empower the National
Housing Bank to depute any officer or memb.r of its staff to any i.nti
tution on any salary, emoluments or other terms and conditons which
Is or are less favourable to him than Loat or those to which he is entitled 
to imrediately before siuch deputation. 

(5) The National Housing Bank may, without prejudice to the provismons of section 54AA\ of the Reserve Bank of India Act, 1934, receive 
or take on deputation any officer or other employee from any institu
tion including a housing finance institution for such period &nd on such 
terms and condiftions as it may think necessary in the intereat of the 
National Housing Bank. 

44. (1) The National Housing Bank shall not, except as otherwisrequu'ed by this Act' or any other law, divulge any information relating
to, or to the affairs of, its constituents except in circumstances in which
it is, in accordance with the law or pxactice and usage customary amongbankers, necessary or appropriate for the National Housing Bank to 
divulge such information. 

(2) Every director, member of a counittee, auditor, adviser, officer 
or other employee of the National Housing Bank Or of the Reserve
Bank, whose services are utillsed by the National Housing Bank under 
the provisions of this Act, shall, Lefore entering upon his duties, make a decluration of fidelity aid secrtcy in (he form set out. in the First 
&hodula to th Azt. 

60%a 
64iy 
and 
8"My. 
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DiEct Sk () io act or proceeding of the Board or at any commlttim 01In J he National Iousing Dank shall be questioned on the ground merely
appao;ta of the existence of any vacancy in,or 
 defect in the consitution of,ment the Board or the comnittee, as the case may be.
 
not to
 
to~idi- (2) No act done by an1y prCon acting in good faith as a director 
.. o,
t~ uf the Board ur as a mlemetrU, of a conunittee ofJunk shall become invalid merely the the National Housingon ground that he was disquaJi

lied to be a director or thit there was any other defect In Ila appoint
iien t. 

46. 'o suit or other legal proceeding shall lie againstlion of Housig baik or any the Nationaldirector or any ollcer or other employee of the-cLon iNational thouing Bank or any other person authorised by the National 
tndrainHouising 1=mk 
to discliitige any functions under this Act for any losstheAct. or damage caused or likely to be causedfaith done or Inleided to he done 

by anything which is In goodin pursuance of this Act or of any
other law or provision having the force of law, 

Indein- 47. (1) Every director uliall bo nldeinifled by the National Housinglity of flank against all losses and expens.. . ,,... y him in, or in relationdirec to, the discharge of his duties, except such as .i, ,.,W,,rd by his own
toir, wilful act or default.
 

(2) A director shall not be responsible for ay other director or
for any oflicer or other emloyee of the National Housing :ank orfor any loss or expenses resulting to the National Housing Bank fromtle insufficiency or deficiency of the \,alue of, or title to, any property 
or security acquired or taken on behalf of the National lousing Bankor the Insolvency or wrongful act of any debtor or any person under
obligation to the Nationi ttousing Ihonk or anything done in good
faith in the execution of the duties of his office in relation thereto. 

Exemp. 4.S. Notwithstanding anything contained in the Income-tax Act, 1961,lion 4) o( 1961.or any other enactment for the time being in force relating to tax onfrom income, profits or gains, the National Housing Bank shall not be liable11t00 to pay Income-tax or any other tax in respect of its income, profits or
 
ltowme gains derived.
 

Peal1 49. (1) Whoever in any return, balance sheet, or otherties. document orin any information required or furnished by or under or for the pur, 
poses of any provision of this Act, wilfully makes a statement which
is false In any material particular, knowing it to be false, or wilfullyomita to make s material statement, shall be punishable with impri
sonment for a term which may extend to three years and shall also be 
liable to fine. 

(2) If any person fails to produce any book, account or other document, or to fundsh any statement ow information which, under theprovisions of this Act, It is his duty to produce or fundsh,, he shallbu punishable with fine which may extend to two thousand rupee
in re3pect of each offence and in the case of a continuing failure, with an additional fine which may extend to one hundred rupees for everyday during which the failure continues after conviction for the first 
auch fallur& 
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(3) If any person

(a) receives any deposit in contravention of any directiongiven or order made under Chapter V; or 

(b) issues any prospectus or advertisement otherwise than In 
accordance with section 35 or any order made under section 30, as 
te case may be; 

he shall bo punishable with Imprisonment for a term which may
extend to three years and 
 hall also be liable to fine which may extend,
(I) in the case of la contravention falling under clause (a), 

to twice the amount of deposit received; and 
(if) in the case of a contravention falling under clause (b), to

twice the amount of the deposit called for by the prospectus or 
advertisement. 

(4) It any other provision of this Act is contravened or L any

default is nade in cnoiiplying with any other requirement 
 of this Act,
or of any order, regulatiot or direction made or givent or condition
imposed thereunder, any person guilty of such contravention or default

shall be punishable with f 
oe which may extend to two thousand 
rupees and where a conitravention or dei-ilt is a continuing one, with
furuier Aine which may extend to one hundi'ed rupees for every day,
after the first, during' which the contravention or default continues. 

50. (1) Whee an offence has been committed by a company, every Offed
 
person who, at the time the offence was committed, was In charge of, by
and was responsible to, the company for the conduct of the busi%o,ss comlmiejof the company, as well as the company, shall be deemed to be guilty

of the offence and shall be liable to be proceeded against and punished

accordingly:
 

Provided that nothing contained in this oub-section shall render any

such person liable to any punishment provided in thi 
 Act, if he prov.pthat the offence was committed without his knowledge or that he
had exercised all due 
 diligence to prevent the ctmnlssion )of such
 
offence.
 

(2) Notwithstanding anything contained In sub-section (1), where 
an offence unmder this Act has been committed by a company and itIs proved that the offence has been committed with the consent orconnivance of, or is attribytable to any neglect on the part of any
director, manager, secretory or other officer of the company, such
director, manager, secretary or other officer shall also be deemed to be
guilty of that offence and shall be liable to be proceeded against and 
punished accordingly. 

Explanatiat.-For the purposes of this section

(a) "company" means any body corporate and Incluaes a nrm
 
or other associationi of individuals; and
 

(b) "director", In relation to a firm, rnan. * aitner in the 
Airm.
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Cogni. 
zance of 

olycc ., 

Applics-
lion Of 

fine. 
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Evidence 

Act 
Is Of 
1891, 1o 
apply ill 
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to Na
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Housing 
li-itk. 

Uquida. 
lion of 

National 
Housing 
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make 
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61. (1) No court Shall take cognizance
under tiis of any offmce puWlnhhjaAct except upon a complaint in writing made by an offLcdr
 
of the National Iousing lBatik, 
 generallywriting or specially authorlsedin this behalf by the Natonal Housing Bank 

In 
and no courtother than that of a Metropolitan Magistrate or i Judicial Magistrate ofthe first class or a court superior thereto shall try any such offence, 

(2) Nolwitfstanding tinything contained in the Code of CriminalProcedure, 1973, a Magistrate may, it he sees reason so to do, dispense2 ll74.with the personal attendance of the officer of the National Housing
Bank filing the complaint but the Magistrate may in his discretion, at
any stage of (he proceedings, direct the personal attendance of the
 
complainant.
 

52. A court imposing any fine under thiswhole or any Act may direct that thepart thereof shall be applied in, or towards payient of,

tie cost of the proceeding,
 

53. The Bankers' Books Evidence Act, 1891,tih National Housing 
shall apply in relation toBatk as itif were a bank as defined in section2 of that Act. 

54. No provision of law relating to'the winding up of companies shallapply to the National Housing Bank and the National Housing Bank 
51ha11 not be placed in liquidatlon save byment and in such manner order of the Central Governas it may direct. 

53. (1) The Board may, with the previous approval of the ReserveBunk and in consultation 
make regulations 

with the Central Govrnment, by notication,not inconsistent 
matters with this Act to provide for allfor which provision is necessary or expedient for the purposeof giving effect to the provisions of this Act. 

(2) In palicular and without prejudice to the generality of the foregoing power, such regulations may provide for all or any of the follow
ing matters, namely:

(a) the fees and allowances that may be paid to the directorsfor attending the meetings of the Board or Its committees under
sub-sclion (5) of section 7; 

(b) the thnes and places at which the Board may meet, and
the rules of procedure that may be followed in 
regard to the transac
tion of buiincts under suh-section (1) of &ection 11;
 

(c) the number of mernbera that the lxecutive Comdttee
consist, the functionis 
 that it may discharge and times 
may 

and placesat which it ihall meet arid the rules of procedure that it may followin the transaction of business under section 12; 
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(d) the manner 

debentures 

and terna of issue and redemption of bond, and
under clause (a) of sub-seci~o (1) of section 15;(e) the Manner in whichU National Housing Bank 
and the condition subJectmay borrow 	 to whichiiforeign CUrrenCy undujc

sub-.ection (1) of BectAl 1c;(I) 	 the forni in 
 which the stateilenta information, etc., are to be
furnished under section
(9) the special fund, 

32; 
reserve fund and other fundsed under sub-section 	 to be creat(2) of s:ctlon 37;(h) the form and manineraccounts shall be 

in which the balance shetprepared 	 andand maintained under sub-section (1)of section 38;1 
(i) the duties and conduct. salariesof service of 	 allowance3the officers 	 and conditionsand other members 

Housing Bank 	
-of staff of the Nationaltinder section 43;(j) the establistinent alld maintenanceany other fund 	 of providentfor the benefit 	 fund andof officer5of the National Housing 

and other members of stafr
Bank under sectitn 43; 
 and(k) any Othler matter which Is to be, or may be, prescribed.(3) Any regulation which may bemay 	 made bybe made by the Reserve Bank 
the Board under this Actin consultation withGovernment, 	 tie Centralbeforelishment of tile expiry of threethe National Housing Bank, 

months from the date of estabmay 	 andhe altered and rescinded by 
any regulation so madethe Board In the exercise

under this Act.	 of its powers 

(4) The power to make regidatonsinclude 	 conferredthe power 	 byto give retrospective 	 this section shalleffectof them from a date 	 to the regulationsnot earlier 	 or anythe dateAct, but no retrospective 
than of commencement

effect shall 	 of this
prejudicially 	 be given to any regulationaffect the interests 	 so as toof any person to whommay be applicable.	 such regulation 

5) "lihe Central Covr.~n 
( 5) tlhrSr

under this t C Ga rinx-font ash a llAct to 	 ca u s ebe la], 	 ev e r yas sion 	 r eg u l a t io n o ras may 	 sc h m e n .debe aftero f 	 itm-.y Paber ]iairent , %kii l e 	
is rade, beforec. xtprised i t 	 each .olsein C)if( j'; ; c i f sess i-nn ,Fefosbccessivee sessio ot% sion or f o a total pe i dth e expi,y 	 in for a t t larenediate -' 	 s it.e ..	 

f t.e session %7Z n-xze Ferc o fie t t" d ys v i cit O+ O,. 	 tycesxe s 5 csef	 es l '!es da.yat if,aforird 	 following "Lc ion , ,hOt he 	 both Ho.usL's t e session,m til 	 or thegul 	 agree in makingcnOr W 	 an.ii
[Houses agree 	 d. ct.or hethat the regulatiorrodifi ed 	 ortictma fo,eb, or 	 sche shorithe beregof I riot tote[Wfec'lr*t, schellrlea t shallprev'ionslIy 	 thereafter
dorre 	 Irae effectuntcr 	 SO, however onilyftisIca io or ti JL t ihis rm,,gla~	 , if sulchr(ru lr,, 	 thi tnr, ~ a I I 0 or cheth i t i u pr ej udi ce - t o t h e va l i d i ty91t ion 	 o f a n y t !,i gOr schemel 
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pow. to 
raroWV 

dim. 
suliesN 

571.It any difficulty aIse, in giving eftoct to the pXovllons Of thui
Act, the Ceutral Government may, by order, not inconsistent with the
provisions of this Act, remove the difficulty: 

'rovided that no such order shall be made after the expiry of a 
0edod of three years from the commencement of this Act. 

: FIRST SCHEDULE 

See aection 44 (2)] 

DCLAATIO or YID.TY AND d.Cazcy 

I........................ do hereby declare that I will faithfully,
truly and to the best of my skill and ability exi. ute and perform the 
duties required of me ad director, member of the .... ................committee, auditor, advisor, officer or other employee (as the case )nay
be) of the National Houbtrig Bank and which properly relate to the 
office or position held by me In or in relation to the said National Hous
ing Bank. 

I further declare that. I will not communicate or allo* to be com
municated to any person inot legally entitled thereto any information 
relating to the affairs of the Notional Housing Bank nor will I allow any such person to Insppct or have access to any books or documents 
belonging to or in the posession of the National Housing Bank and re
lating to the business of the said National Housing Bank or the businoss 
of any person having any dealing wlth the said National Housing Bank. 

Bignad before me. (Signalure) 

THE SECOND SCHEDULE 

(See section 58) 

AMitxDmsrz TO CERTAIN XNACM.NTS 

PART I 

AMZHDMZr TO Tilt REsEfvv BANK Or INDIA AcT, 1034 

(2 or 1934) 

AMXNDNMTS 

1. In sectlon 2, after clause (ccc), the following clause shall be In
serted, namely:

"(cccc) 'Nationl tlousing Bunk' means the National Housing
Bank established underiection 3 of the National Houslipg Bank Act, 
1987 ;" 
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L sctlon 17,
(i) after clause (D), thb,following clause shall be Inserted,


namely:-

"(4DD) the making to 
 the National Housing Bank of loanuand advances and generally assisting the National Housing BankIn such manner and on such terms as may be determined by
the Central Board;"; 

(ii) after clause (4G), the following clause shal be inserted,
namely:

"(GOC) the making 
 of loans and advances to, and thepurchasing of bonds and debentures of, the National HousingBank out of thE National housling Credit (Lon& rerni Opera
tions) Fund established under section 46D;"; 
(iii) after clause (A), the iflowing clause shall be inserted, 

namely: 

"(8AA) the promoli ig, establishing, supporting or aiding Inthe promotion, establishrient and support of any financipl institution, whether as its subsidiary or otherwise;". 

8. In the Explanation to sub-section (1) of section 42, in sub-clause(u) of clause (c), after the words "or from the leconstruction Bank",
the words "or from the National Housing Bank" shall be 
 in:;erted.
4. After section 46C, the following section shall be inserted, namely:- NAlloual 

,Sg"46D. (1) The Bank shall establish and maintain a Fund 
If ,In 

to be Crediknown as the National Housing Credit (Long Term Operations) (LnFund to which shall be credited every year such sums of money as OerM 
it may consider necessary. 

Fund. 
(2) The amount in the said' Fund shall be applied by the Bankonly to the following objects, namely:

(a) the making to the National Housing Bank of loans andadvances for the purpose of any business of the National Housing 
Bank; 

(b) the purchasing of bonds and debentur,.s issued by the 
National Housing Dank.". 

PART II 

AmZnDi 
 O TfE BANKING REGULATION ACT, 1949 

(10 or 1940) 

Aio im-NTa 
1. In section 5, after clause (ffc), the following clause shall be insert

etd, namely:

'(ffd) "National Housing Bank" means the National H~ousingBank established 
Act, 

under ection 3 of the National Housing Bank1087;'. 
T, 
. ~~~~~. "-. -:-,_ECOP0
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2. In sub-aection (1) of atction 18, in the ExplGration, insub-claus 
(if) of clause (a), after the word "or from the Reconstruction Bank"', 
the woids "or from the National Housing Bank" shall be Inserted. 

3. In section 34A, in sub-iection (3), after the words "the llecnnitruc
tion Bank", the words "the National Housing Bank" shaU be inserted. 

4. In section 36AD, In sub-section (3), after the words "the Recons
truction Bank", the words "the Natituial Housing Bank" shall be inserted. 

5. In section 56, under clause (J), In the Explanation, in sub-clause 
(i1)of clause (u), after the words "the Iieconstruction Bank", the wores 
"the National Housing Bank" shall bo inrerted. 

PART III 

Ammm~ ir T no1miIN11USrAL Disrurz. Acr, 1947 

(14 or 1947) 

AMENDUgfT
 

In hootion 2, in claut. (a), In sub-clau.w (i), after the words "the io 
dustilal Recwnstruction Bank of India", the words and figures "the Na
tional Houilng Bank established under section 3 of the National Housing 
Bank Act, 1987" shall be inserted. 

PART IV 

AUMBDMINr TO 'mT PAYMENT oy BoNus Ac-r, 19M 

(21 or 1961) 

AMZNDa.N'r 

In sectioit 32, aftei -'ih-clause (f) of clause (ix), the following suL
clase shall be inserted, n:,tnely: 

"(5) the National Housing Bank;". 
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Annexure III
 

Home Loan Account SchemeIntroduction 

L To progressively meet the ".,Iossal housing shortage in the country, it is necessary tobuild at least one million new housing units per annum. It is proposed to achieve thislevel of annual addition to housing stock over a period of live years. The financial resourcesrequired for the purpose are estimated as under:-
Year Rs. Crores 

1989-90 1,000 
1990.91 2,000 
1991-92 3,000 
1992-93 4,000
1993-94 5,000
 

2 Commercial 
 banks were to lend Rs.300 crores In 1989 and this Is expected toincrease over the next live years. Resources will also be available from UTI, LIC and GIC. Evenso, the available resources are unlikely to match the requirements referred to above. There is,therefore, need for mobc;;,ng additional resources from the public. This is sought to be doneby kindling and sustaining the desire to own
encouraging them to 

a house, which is strong in every individual, bysave specifically for housing and match it with long term institutionalcredit support For this purpose, aj announced by the Finance Minister in his Budget speechon 281h February 1989, a scheme called Homelaunched from Loan Account Scheme1st July 1989 has beenby the National Housing Bank with the co-operation ofscheduled banks, both commercial banks and co-operative banks participating in the scheme,all over India. The scheme is being gradually extended to all the eligible housing financeinstitutions. 

Home Loan Account (ILLA) 

3.L Who cari qmn? 
Any Individual, major or minor, nit owniag a house anywhere in India, can open aHome Loan Account. The beneficiary will be required to give a declaration to the effect that
the aLcount being opened is the only account under the scheme and that she/he does not
already own a hcuse anywhere In India. In opening accounts for minors, parents/guardians willbe encouraged to open accounts in lhe names of girls first to provide social security to them.
A co-parcener of a Hindu Undivided Family jointly owning
scheme Non Resident Indians can 

a house is also eligible to join the
also open Home Loan Accounts through either directremittances or transfer from NRE accounts. All the other conditions of the scheme, Includingthe interest rate, will be the same as applicable to resident Indians. 

3.1L to open? 
The HLA of National Housing Bank can be opened with any branch, In India, of designatedscheduled banks. An account ope,.ed with a branch of scheduled bank can be transferred toany other branch of the same bank. An account can also be transferred free of cost from onebank to another 'Wank through mutual consent in case the member desires transfer of accountto a place whee the bank with which the account was opened does not have a branch. 
3.UL. RaLe qf suavnts 
The principle behind HLA is that a member joining it will save as much as she/he can, for amini.num period of 5 years. The scheme is open-ended and a member, including a minor, is 
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expected to save regularly until she/he decides to acquire a house/flat. The minimum 
contribution is Rs.30 per month. To facilitate participation in the scheme by all segments of the 
commulity, the contemplated contribution can also be made in quarterly, half-yearly or annual 
instalments subject to a minimum of Rs.90, Rs.180 or Rs.360 respectively. The member will
have tile option to vary her/his contribution as and when it is convenient for her/him to do so 
but the contribution will be in multiples of Rs.10. 

3. iv. Interest on savuings 

The savings will earn Interest @ 10 per cent per annum which will be added to the 
account annually (in the month of March) and treated as reinvested in the account. The 
interest rate is subject to change in the event of revision of Interest rates by the RBI. 

3. v.11ow much to save? 

The amount of accumulated savings (including interest) on the basis of regular contributions 
for aperiod of five years will be as under : 

Amount saved Approximate savings Amount saved Approximate savings 
per month after five years per month after five years 
Rupees Rupees Rupees Rupees
 

30 2,300 300 23,200 
50 3,900 500 38,600 

100 7,700 1,000 77,200 
150 11,600 1,500 1,15,800 
200 15,400 2,000 1,54,500 

The amount to be saved by a member should be'ar some relationship to the cost of
plot/house/flat proposed to be acquired so that together with the loan contemplated under 
the scheme, the members desire is fulfilled. This will necessitate the member to assess the 
cGst realistically keeping in view the current trends in prices of land and cost of construction. 
Banks will also provide guidance on these trends in different parts of the country. 

3.vi. Nomination facility 

The account is not transferable to others. Nomination facility is available for the purpose of 
payment of accumulated savings, but not for any other benefit under the scheme. 

Defaults / Discontinuance 

4. Regular payment on monthly/quarterly/half-yearly/yearly basis is the sine qua non of the 
scheme. If the member fails to make contribution for a continuous period of 12 calendar 
months, the original date of opening HLA will be shifted forward by the period of default and 
the minimum period of contribution will be extended correspondingly. In the event of a 
member discontinuing the contribution, the amount standing to the credit In the account will 
become payable only after five years from the date of opening the account. 

Withdrawal of amount 

5. The object of the scheme is to encourage the member to save over., period of years, 
the amount required to be provided by her/him as margin money for any housing loan. The 
accumulated savings can thus be set off against any margin requirement for a housing loan 
either under this scheme or any other housing loan scheme. The amount saved under the 
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scheme is tied to a housing facility and can be utilised only for building or buying a house orflat. However, part withdrawals will be permitted, for paying registration fees for specificschemes or for purchaso of a plot allotted by a public agency or a co-operative housing societyor in any project financed by NHB subject to regulations stipulated by the concerned agencyfor completion of construction of !he house or flat within the specified period. Such paymentswill be made by the bank through cheque/draft in favour of the concerned agency. If for anyreason such as the account holder acquiring or inheriting one in the meantime, she/he doesnot choose to buy/construct a flat/house after five ,c.,rs, she/he may withdraw theaccumulated savings on completion of the said period of five years. 

Eligibilityfor loan 

6. L Under the scheme, after subscribing for a minimum period of five years orany time :hereafter, the member will be eligible for a loan from the concerned bankto acquire a new houseiflat. However, in the case of a minor, the loan will be admissible onlyafter attaining majority, subject to all other conditions, especially the repaying capacity. In theintervening period of five years frcm the commencement of the scheme, the bank will givehousing loans to members on a p'eferential basis, but on terms stipulated by the ReserveBank of India. Members will be permitted to withdraw the accumulated balance in the accountafter five years, for the purpose of acquiring a house/flat even if they do not avail of the loan 
facility. 
6. i. The minimum period wil be reduced to three years in case the member Is allotted ahouse/flat in any project financed by the NHB. In such a case HLA will be closed andaccumulated balance remitted by Cheque/Demand Draft fo the authority undertaking theproject alongwith loan amount. 

Amoumt of loan & Rate of Interest 

7. Tha maximum amount of loan to be given by a bank unddr the scheme, after themember subscribes for a minimum period of five years (or three years, as the case may be),will be a multiple of the amount of accumulated savings (including up-to-date
interest) as follows: 

Loan as a multiple of Amount of Loan Rate of Interest (%)accumulatedsavings (Rs.) per annum
 
4 times Upto 50,000 10.5
 
3 limes 50,001 to 1,00,000 12.0 
2 times 1,00,001 to 2,00,000 13.5


1.5 times above 2,00,000 14.5
 
The amount saved will be allowed to be withdrawn along with the loan. The amount cwill, however, be limited to the repaying capacity of the beneficiary as assessed by the bank.It may not normally exceed 21/2 time:' :re annual income. Otherwise, there will be. no ceiling on 
the amount of loan. 

Notes 
1.- In order that the benelit ol the loan is available to only regular savers banks may, at theirdiscretion, fix a lower amount ul loan incase the savings in the later years are disproportionatelylarge as compared to savings in the earlier years.2. Intho case of withdrawals permitted under paragraph 5 above the accumulated savings will beenhanced by the amount withdrawn, for the purpose of fixing the amount of loan. '
 3. The amount of loan will be related to tho accumulated savings upto the time of obtaining ahousing loan, not just the balance at the end of five years. 
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8. The rate or imerest will ba related to the amount of loan and is not on slab basis. 
Ditferent interest rates are prescribed keeping in view the repaying capacity of the lower
income groups and the tax concessions admissible to the higher income groups. These rates 
of interest are 1.5 to 2.0 percent luwer than the present Interest rates charged by scheduled 
banks for housing loans. The interest rates will be subject to change by NHB In the event of 
revision of interest rates by the R131. 

a A loan under this scheme will not bar a loan from any other source 
Including a loan from a bank on usual terms. Thus, a member can obtain a loan from her/his
employer or a co-operative society or any other agency and still avail of a loan under this 
scheme. Similaly she/he can avail of loan under this scheme and obtain a bank loan on usual 
terms for the balance requirements. In such cases, the bank will give additional loan on a 
priority basis but subject to usual conditions. 

1. To build confidence of the members in the scheme, NHB will ensure the grant of 
loan by the bank subject to the bank satisfying itself with the credit-worthiness of 
borrower. The scheme envisages an agreement between NHB and each scheduled bank for 
mobilisi,;,. .avings on behalf of NHB and for providing loans by the bank. 

Other conditions 

11. i. The loan will be subject to all other conditions laid down by the Reserve Bank of India for 
grant of housing loans by banks. The RBI has recently liberalised credit for housing in respect
of margin, security and instalments of repayment so as to make housing loans more affordable 
by lower income groups. The repayment period has also been extended to 15 years. HLA 
scheme will be an additional facility with assured loan at a lower rate of Interest. 
11. iL The house/flat either acquired or built with the loan obtained under the scheme 
cannot be sold for a period of five years after completion or till the entire loan Is repaid,
whichever is later. fRelaxation of this provision may be made by NHB in case of dire distress 
subject to such conditions as it may deem fit to impose. 

12. Loans granted under the scheme are proposed to be covered by a Group Insurance 
Scheme to protect the legal heirs from having to bear the burden of repayment of loan in the 
event of the death of the borrower. The premium will be borne by the scheduled bank In 
respect of borrowers who obtain loans upto Rs.50,000 and by the borrowers in respect of 
larger loans. 

Pass book 

13. Each member will be given a pass book by the concerned bank. Tha pass book will 
contain details of monthly savings, interest accumulation, loan disbursement, repayment of 
Instalments etc. 

Income Tax concessions 

14. The Government of indi, Issued notification specifying HLA Scheme for 
the purposes of Section 80 C (now Section 88) of the Income Tax Act, 1961,
for the assessment year 1990-91 and the subsequent assessment years.
Accordingly, the savings under the scheme would qualify for tax concession. The 
accrued interest treated as reinvested In the account will also be eligible for the concession. 
Further, savings made on behalf of a minor child by a parent oui of hea(his income chargeable 
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to tax will quality for the same concession. The repayment of principal of the loan will also be a
permissible deduction, upto Rs.10,000 per annum, under C3ction 80 C (now Section 88).
Interest on the loan is eligibli for dl-duction in the computation of income from house property 
under Section 24 of the Income Tax Act. 
Similarly, the amount of accumulated savings under the scheme together with interest will be 
exempt from Wealth Tax under Section 5 of the Wealth Tax Act, subject to the overall ceiling 
of Rs.5 lakhs. 

As the scheme is open to all including minors and as withdrawals from the accounts will 
arise only when the members aclually acquire a plot/house/flat, it is expected that there will be
continuous accretion of funds aduquate to meet the deinand for loans under the scheme.However, when lending by a bank exceeds the total savings nobilised under this scheme,
NHB will fill the resource gap at the average lending rate of the respective bank under the 
scheme in the previous year. 

16, 1ha funds available to a bank uder the scheme will be kept separately and will 
be used only for the purpose of lkuding to nembers for housing: Initially, there will be a timelag between introduction of the scheme and demands made on it for housing loans. In the
intervening period, those funds would he utilised by the bank as refinance from NHB under 
any approved scheme. The intention is that the balance resources will be utilised for giving
loans lor land development and to industries directly connected with housing such as prefab
house plants, tile/brick makers and the like, as per suitable refinance schemes formulated by
the NHB. As a consequence, the resources mobilised through this scheme will lead toaugmuntation/increase in the availability of land and the capacity of industries providing
building materials. Surplus funds which cannot be utilised for any refinance scheme of NHB 
will be lodged with the NHB. 

Co-ordination with housing agencies 

17. At the tim, of opening the account, a member is required to indicate the likely place
where ste/he pr.;:,-ses to acquire residential accommodation and the size thereof. Theseintentions wiil :a-cililate appropriate physical planning for land and Infrastructure 
subject to constraints like congestion, but there is no commitment by NHB to offer a
plot/house/flat. Intending members of the scheme will be cautioned that demand forplots/houses/flats in metropolitan areas will take long time to fructify and, In some places, may 
not be possible at all. 

The NH3 will endeavour to fund projects of public agencies for acquisition and development
of land including on-silo infrastructure so as to augment the supply of bulldable land. Such 
funding will be subject to the following conditions: 

i. preference will be given for the development of housing in rural areas and small and 
medium towns. 

ii. in the land to be developed, not less than half the area will be earmarked for smaller 
plots of size less than or equal to 60 sq.m.(100 sq.m. In rural areas). At the same time,
not less than 75 per cent of the plots will be of size less than or equal to 60 sq.m. (100 
sq.m. in rural areas) and no plot will measure more than 200 sq.m. 

iii. of the houses/flats to be built, riot less than 75 per cent will have built-up
accommodation less than or equal to 40 sq.m. and no house/Ilat will have built-up 
accommodation of more than 120 sq.rn. 

BEST AVAILABLE COPY 



XXXV )
 

HLA scheme is, however, open to any one not owning a house and is not restricted to those
seeking the assistance of public agencies. In other words, members can seek dwelling
accommodation through any source or by private negotiations and avail of the loan facility 
under this scheme. 

18. After the introduction of the scheme, State Governments will be requested to advise 
the State Housing Boards and other public ac incies engaged in development of housing notto opun any general registration scheme, that is, schemes for which land is not identified. As
and when specific schemes for development of identified land or construction of houses/flats 
are taken up, these agencies may open specific registration schemes. Individuals who areregistered under the existing general registration schemes may be required to open Home
Loan Accounts before they apply for specific registration schemes. NHB will endeavour to 
evolve guidelines for prescribing eligibility conditions for such specific schemes inconsultation with the Central and State Governments. Opening of a HLA may be prescribed as 
one of the eligibility conditions for allotment of a plot/house/flat by a public agency. 

19. State Governments will be requested to give preferential allotment, on the following 
basis: 

i. those who have registered prior to 31.12.1988 and opened HLA 
ii. others who have registered prior to 31.12.1988 ; 
iii. those who have registered on or alter 1.1.1989 and opened HLA; and 
iv. others. 

If there are reservations for specific classes or categories of persons, preferential allotment will 
be made on the above basis within each such class or category.. 

20. Among the members of HLA scheme, allotment will be made strictly on the basis of the 
month of opening the IILA, that is, those who open accounts In July, 1989 anywhere InIndia, will have precedence over those who open accounts in August, "989 and so on. A
certificate from the concerned bank will be required to be submitted for this purpose. 

21. Special efforts will be made to clear the back-log of registration of the public agencies
under their existing schemes, with a view to enabling the members to. acquire
plots/houses/flats as soon as possible after they have saved money for five years. 

A national scheme 

22. The scheme may eventually replace all the existing savings-linked housing loan 
schemes by banks because the Home Loan Account Scheme will have nation-wide
appeal. Individuals participating in such savings schemes will have the option to transfer their
accumulated savings to this scheme but the date of opening HLA will be the date of priority.
Individuals partcipating In similar savings schemes of Housing Boards or other agencies may
also transfer their accumulated savings to HLA on conditions to be decided on the merits ofeach scheme. The National Housing Bank will thus emerge as a catalyst for stimulating land
development and house construction throughout the country though It does not engage
itself directly in these activities. The scheme, with the assurance of a loan to the member, has 
the potential of becoming a self-fInancIng mechanism for the housing sector. 
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Annexure YVGuidelines for Housing Finance Companies 
The National Housing Bank was established on July 9, 1988 under the National Housing BankAct,1987 as a principal agency to promote housing finance institutions and to provide financialand other support to them. The NI3 is keen that not only more housing finance institutionsshould come 

Accordingly, 

up but also that they should be sound, healthy, viable and cost effective.
NHB has evolved the following guidelines for promotion of housing financecompanies(HFCs) in the private and joint sectors. Only those HFCs which conform to theseguidelines would be eligible for financial support from NHB. 

Organisation and main activity 
2. IFC should be a public limited company formed with the main object of carrying on the
business of providing long-term finance for construction or purchase of houses In India for
residential purposes. It
should be engaged only in financial activity.75 per cent of its lending
should be by way of loans for housing. 

Minimum paid-up capital requirements 

3.HFC should normally have minimum paid-up capital of Rupees one crore to be
subscribed in the following proportions and maintained at all times:
 

not less than 
i. Promoters' contribution 

30%
 
f'.
Scheduled banks/public financial institutions/ 


GovernmenVJHFCs approved by the NHB 
20%
 

Notes :a. 
 If HFC is unablo to secure uquity participation as stipulated at (i),proniototrs' contributionshould not be loss than 50 pur cent of the paid-up capital.
b. Panicipation by the scheduled banks is subject to directives issued by RB.c. Prior appr'oval of NI IBshould be obtained btffore one HFC contributes to the equity of

another HFC. 

4. On merits of each case, NHB will consider participating in equity of HFC to the extent of
20 per cent of its paid-up capital.
 

5. i. HFC's name shouid not bear any resemblance to the name of any construction 
company with which promoters of HFC may be associated. 

ii.
HFC should not be a subsidiary of a constructiun company. 
iii. HFC should not have or promote, as its subsidiary, a construction company.
iv. Chairman, Managing Director or any whole-time Director of an HFC should not hold anyof these offices in a construction company with which HFC's promoters may be

associated OF vice versa. 
NHB may relax, at Itsdiscretion, the conditions stipulated in this paragraph In the case of HFCswhich have equity participation by scheduled banks etc. mentioned in para 3 (ii) above. 
Board of Directors 

6. Normally, the bank/financiai institution/HIFC/Government having equity participation willhave its nominees on the Board of IFC. If for any reason, such Directors are less than two innumber, the NIB will have the right to nominate two Directors on the HFC's Board. In the caseof tlFC which is unable to securQ equity participation as stipulated ai pars ,(ll).the right to nominate two Directors on 
NHB will have

HFC's board. The appointment of HFC's Chief 
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Executive will also be subject to NHB's prior approval. FIFC's Memorandum and Articles of
Association should contain a provision to this effect. 

Borrowings 

7. HF-FC's total external borrowings whether by way of deposits, issue of debentures/bonds, loans and advances from banks or from financial and other Institutions but excludingany loan obtained from NHB, should not exceed 10 to 15 times their net owned funds i.e.paid-up capital and free reserves less deferred revenue expenditure and Intangible assets,
The limits will be as below: 

Net owned funds Total borrowings
upto Rs.10 crores 10.0 times
above Rs.10 crores and upto Rs.20 crores 12.5 times 
above Rs.20 crores 15.0 times 

Credit rating 

IIFC should satisfy such criteria as may be prescribed by NHB. 

Acceptance of deposits 

9. IIFC should mobilise resources mainly by way of deposits from households with minimalreliance on borrowings from institutions. Since housing loans are for relatively long periods, Itis also necessary that there is no undue mismatch between the duration of deposits and thelending portfolio. Under the Housing Finance Companies (NIB) Directions, 1989, issued onJune 26, 1989 HFCs can accept a deposit of money from the public repayable after a period ofmore than twenty four months but not later than eighty four months from the date ofacceptance or renewal of such deposit at interest rate not exceeding 14 per cent per annum.In the case of a deposit receivable in instalments, its period will be computed from the date of 
receipt of first instalment. 

Loans 

10. The main objective of promoting HFCs is to make access to institutional finance forhome.seekers easier. The bulk of HFC's lending should, therefore, be directly to individuals or groups of individuals. Their motto should be to render quality service to Individual 
households. 

Lending rates 

11. 1IHFC's interest rates on housing loans should be as prescribed by the Reserve Bank ofIndia from time to time. Rates of interest w.e.f. 22nd September, 1990 are : 
Amount of loan * Rate of interest (%)

Upto and inclusive of Rs.7,500 10.0 
Over Rs.7,500 and upto Rs.15,000 11.5

Over Rs.15,000 and upto Rs.25,000 12.0
Over Rs.25,000 and upto Rs.50,000 14.0 

Over Rs.50,000 and upto Rs.2.00 lakhs 15.0 
Over Rs.2.00 lakhs minimum 16.0 

Ttw rate ot imo st will bu rolatd to the amount of loan .andis not on slab basis. 
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12. Front-end charges inciuding application or registration fee, processing fee,
administrative tee, out-of-pocket expenses in connection with technical inspection arid anyother fee, charge or expense, under whatsoever name, should not exceed 2 per cent of theloan. There should be no minimum amount prescribed under any head. Document
registration charges, stamp duty, etc. are not included in the front-end charges. 

Adminiitrative cost 

. HFC should aim at keeping its administrative cost as low as possible. In any case, such 
cost in the long run should not exceed 1.5 per cent of the outstanding loans. 

Prepayment charges 

14. Normally, no prepayment charges should be levied except in cases where prepayment
of loan is on account of sale of "he housing unit financed or there is reason to believe that the
prepayment is made to secure some undue advantage. 

Auditors 

15. HFCs, barring Government companies, should obtain prior approval of the NHB before 
appointing, re-appointing or removinn any Auditor or Auditors. 

Security for depositors 

16. Every HFC should maintain in the form of liquid assets (with-a scheduled bank and/or in
unencumbered appr. ved securities) at least 10 per cent of its outstanding deposits, on a day 
to day basis. 

Advertisement rules 

17. Issue of advertisements soliciting deposits of money from the public is governed by the
Non-Banking Financial Companies and Miscellaneous Non-Banking Companies (Advt.) Rules,1977 made by the Government of India in consultation with the Reserve Bank of India under 
Section 58 A of the Companies Act 1956 (1 of 1956). 

Financial assistance from NHB 

18, NI iR extends to eligibie HFCs refinance facilities under schemes announced from time 
to time. At present, NIlIB provides 100 per cent refinance in respect of housing loans foracquisition/construction of new housing units with built-up area not exceeding 40 sq. m. orcost(including cost of land) not exceeding Rs.1.5 lakhs. 100 per cent refinance is alsoprovided for housing loans upto 11s.30,000 for upgradation and major repairs.Further, theNHB has powers to grant ad-hoc financial assistance to HiFCs to meet short-term gaps in resources. NI-lB will gradually extend the Home Loan Account Scheme to all eligible HFCs.NHB will also refinance Land Development & Shelter Projects financed by HFCs under NHB's 
guidelines. 
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Tax concessions 

19. In respect of eanh housing finance company, which is approved by the CentralGovernment for the purpose, the following tax concessions are available: 
I. 	 For housing finance companies : 

A public company formed and registered in India with the main object of carrying onthe business of providing Ion g-term finance for construction or purchase of houses inIndia for residential purposes, can create a special reserve within an amount notexceeding 40 per cent of the total income and, such a reserve is admissible as adeduction in computing income chargeable to income tax under the head Profits &Gains of Business or Profession vide Section 36-(i)(viii) of the Income Tax Act. 
II. For Investment by an Indlvidual or person in shares of housing finance 

company : 
a. Investments in newthe equity shares of such companies, whose cost ofacquisition in the aggregate does not exceed Rs.25,000 Iseligible for a tax rebateunder Section 88-A under the Income Tax Act. The rebate from the tax payablewill be equivalent of 20 per cent of the cost of such shares.

b. Dividend received on shares of housing finance company will qualify for adeduction of upto Rs.13,000 under Section 80-L of the I.T.Act (along with other 
eligible deductions). 

Ill. 
 For deposits placed with housing finance companies: 
a. 	Deposits with or 	investments in any bonds issued by such companies fromincome derived from property held under trust wholly for charitable or religiouspurposes, qualify as an 	eligible mode of investment under Section 11(5) of the 

I.T. Act. 
b. 	Deposits made with such companies are exempt from Wealth Tax under Section5(1)(xxvii) of the Wealth Tax Act within the overall ceiling of Rs.5 lakhs specified

therein. 
c. Interest on deposits by an individual or person with such companies will quality fordeduction of upto Rs.10,000 per annum under Section 80-L of the I.T. Act (along

with other eligible deductions). 
liv. For loans taken from housing finance companies: 

Repayment towards the principal iniount of loan taken from any housing financecompany for housing purposes is eligible for a tax rebate under Section 88 of theI.T.Act upto a limit of Rs.10,000. Subject to the aforesaid ceiling, the rebate- from thetax payable- will be equivalent to 20 per cent of the amount repaid. The interestpayable on the housing loan is a deductible expense under income from houseproperty under Section 24 of I.T.Act. 
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Guidelines for Land Development & Shelter Projects 

Professional Developers 
1. National Housing Bank has formulalod guidelines for Land Development and ShelterProjects by public agencies in April, 1989. lousing Finance Institutions, to be promoted andregulated by the NHB, will be expacted to pay attention to meet the credit needs of public,co-operative and private agencies engaged in land development and housing construction.The guiding principle is to counteract speculation and facilitate the supply of serviced land forhousing. Recognising the important role of the developers in housing, NHB has nowformulated guidelines for financing land development and shelter projects by the professional

developers. 

2. The developers may undertake projects of land development either for plotteddevelopment or for group housing or a riux of both i.e. individual plots and group housingpockets. Integrated projects for lard development, which include land acquisition, on-siteinfrastruc!ure and apportioned cost of off-site infrastructure(wherever necessary) only will beconsidered. Proposal for land acquisition alone will not be entertained. 

GeneUil
 

3,1 	Land development and sheller project will be financed only on such land as is inphysical possession of the developer without any encumbrance and encrcachment.Projects can also be considered where ihe land is being procured through negotiationsand understanding of sales has been reached. The cost of land, it ithas already been
paid by the developer, can be included in the project-cost. 

3.2 	As a pre-condition for approval of land development and shelter projects, the developerwill be required to give preferential allotment of plots developed or houses built, to themembers of the -fome Loan Account(IILA) Scheme of the National Housing Bank, atpredetermined prices. Among the members of HLA, allotment will be made strictly onthe basis of the month of opening the I ILA, that is, those who opened accounts in July,1989 anywhere in India, will have prucedence over those who opened accounts inAugust, 1989 and so on. A certificate frpm the concerned bank will be required to be
submitted for this purpose. 

3.3 	The developers will be free to sell the developed plots/houses/flats to the extent of notmore than 20 per cent of the saleable land as approved in the project or not more20 per cent of the total built-up space, whichever is 	
than 

less, subject to the condition thatthe developers will simultaneously develop the whole area or construct all the dwellingunits. The plot/houses/flats on the balance 80 per cent of the saleable land or 80 percent of the built-up space shall be sold at pro-determined prices to be approved by
N1ItB at the Ume of appraisal of the project. 

34 	Preference will be given to projects for land development and housing with smaller sizeof plots/dwelling units, preferably insmall and medium towns. 
3.5 The project proposal should have the approval of the planning and local authority,wherever applicahle, and be in line with the proposed dovalopment of the area. 

Projects of only those developers, who engage qualified professionals required toexecule the project will be considered. Appropriate parameters and technology shouldbe adopted to economise the cost of infrastructure. 
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&7 	Investment in land development and housing projects should be time bound to ensure 
lower costs to the beneficiaries. Normally, a period not exceeding three years is 
envisaged. Construction of houses, where taken up, is expected to commence as soon 
as possible afti;r the land becomes suitable for the purpose. The project period will be 
determined at the time of approval of the project on a realistic basis taking Into account 
all relevant facts. Once fixed, howevur, it is expected to be adhered to through strict 
monitoring. Projects not executed according to agreed time schedule will attract higher 
rate of interest on loan. 

&S 	An open advertisement will be inserted by the developers in the local newspapers 
inviting members of ILA and others to apply for allotment. Members of HLA will have 
first preference for allotment. Where sufficient number of members of the HLA do not 
apply for allotment, the developer will I)e free to sutll the remaining plots/houses/flats 
to the general public, who apply for the same, by draw of lots. but at the pre
deermined prices, in consultation with the financing institution. 

3.9 	During the construction of project, a display board at site should prominently indicate 
that: 

7he project is financed by 
Bank/HFl 

inder National I lousing Bank Scheme 
for the members of IMe HLA Scheme of NHB. 

Layout pattern 

4.1 	Norunally projects with a construction of 20 dwelling Units or more will be considered for 
financing. Preference will be given to a project on land allotted to a developer by the 
public agencies and where trunk/peripheral infrastructure is available. 

4.2 	In the land to be developed, at least 75 per cent of the plots should be of size less than 
or upto 60 sq.m. per dwelling unit and remaining 25 per cent of the plots may be more 
than 60 sq.m. and no plot shall normally be more than 200 sq.m.The size of 60 sq.m.
of plot can be relaxed marginally so long as the overall cost of the plot does not exceed 
Rs.50,000. At the same time, minimum 50 per cent of the net residential area should be 
allocated to small plots. Further, keeping In view the living habits, avai;ability arid cost of 
land, for the projects to be taken up in rural, hilly and tribal areas and in small and medium 
towns, the proportion of the lower size plots may be relaxed so long as the average size 
of the plots is not more than 100 sqim. (relaxable marginally, if the average cost of plot 
does not exceed [is. 75,000). 

4.3 	Tihe mix of plots/houses proposed in the project, should have a wide range of different 
sizes so as to cater to households of ail income levels. 

4.4 	The layout should generally conform to the following land use: 

land under ean use 
saleable 
residential, work places, schools, institutions, 65  70% minimum 
shops, community places etc. 
non-saleable 
roads, pedestrian paths, drains, 30  35% maximum 
public and semi-public open spaces. 
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lnfrastructurc povloslons 

5L1 Minimum acceptable standards should be adopted using appropriate technological
duvelopment in planning, design and use of materials so as to keep the cost within 
affordable limits. 

&.2 The approach of providing services on incremental basis may also be considered, 
v,hurever technically feasible and iriarcially sound. The initial cost of services may be 
kept low by providing basic mniimal lcvol of infrastructure which could be upgraded 
over aperiod of time. 

5.3 	Inhastructure pruv;sions bu in conformity mastershould 	 with the plan/interim 
development plan, if any. 

&.4 Wherevar the infrastructure is linked with external source/network such as water supply,
bewage disposal, eluctricity etc., a cartificate from the appropriate authorities regarding
thair availability within the time frame arid cost will be required, which can be included in 
the project cost. 

Construction of houses 

61 	Along with area development, shelter component may also be included in the prject 
with the following criteria : 

i. 	Every dwellirng unit should have access to water supply and toilet facilities. 
ii. Use of appropriate, innovative and cost effective building materials and construction 

technology and efficient structural de.;ign 'will be encouraged. 
iii. 	Use of building materials based on agricultural or industrial wastes and those which 

replace or substantially reduce thu uso of timber will be preferred. 

6,2 	75 per cent of the dwelling units should have a built up accommodation ranging upto 40 
sq.m. (or within an overall cost of Rs.1.5 lakhs) and no house/flat, will have built-up
accommodation of more than 120 sq.m. At the same time, 50 per cent of the net built
up area should be allocated to the small dwelling units. 

&3 Minimum density of 100 dwelling units per hectare (125 dwelling units per hectare. in 
metropolitan cities with population of mor than 10 lakhs) will have to be achieved. Low
rise high-density development vj',!be preferred. 

64 The above guidelines will be applicatle to all land development and shelter projects with 
land area measuring two hectares and above. For smaller plots, measuring less than two 
hectares in area, flexible norms, within reasonable limits, can be adopted to respond to 
the special needs or the potential of the neighbourhood. 

Pricing 

7.1 	Th, pre-determined prices will ensure a fair return on investment by the developer. The 
prices charged frurn the b4.neficiaries shall 'iot include any speculative element, i.e.
Utey would be basid on the documented price of land 'or current registration price or
prie fixed hy thre Regislration Department for purposes of payment of stamp duty
(supported by rulovant certificate), cost of construction as [,er specificaions pre
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determined, appropriate escalation during the project period, cost of funds and areasonable profit margin. No increase oil the pre-determined prices will be allowed. 
7.2 	At the time of approving the predetermined prices for various categories of houses/

flats, NHB may insist on an element of cross subsidisation in favour of smaller unitswithout affecting the overall financial viability of the project. 

Financing of Projcct 

8.1 National Housing Bank will finance the developer through a bankIHFI. NHB will finance
the project upto 80 percent of the project cost(para 3.2). The loan will be released instages according to the progress of the work after the developer has invested his ownshare of investment i.n. 20 percent of the project cost. Funds will be made available bythe 	bankIHFI to the developer in the forrn of loan, for the project period (which will bethree years, including the period required for allotmunt and handing over). All suchloans by the bank/fFl will be fully refinanced by NHB. The Icans will have to be fully
secured. 

&2 	The loan for Individual componeni/units whetner serviced plots, constructed dwellingunits, will be charged interest rates in accordance with the interest rates structureprescribed by the Reserve Bank of India from time to time. Rates of Interest w.e.f. 
S!nplember 22, 1990 are : 

Amount of loan Rate of interest (%) 
Upto and inclusive of Rs.7,500 	 10.0 

Over Rs.7,500 and upto Rs.15,000 	 11.5 
Over Rs.15,000 and uplo Rs.25,000 	 12.0 
Over Rs.25,000 and upto Rs.50,000 14.0
 

Over Rs.50,000 and upto Rs.2.00 lakhs 
 15.0 
Over Rs.2.00 lakhs minimum 16.0 

The lancing ralo structure rolats to the aggregate loan for each unit which theagency avails fton HUDCO,other HF/'s and scheduled banks. The rate of interest willbu related to the amount of loan and is not on slab basis. 

&3 On completion of project, The plots/houses will be sold to the allottees on outrighi,salebasis. The allottees can avail of loans from any agency they like, even at lower rates ofinterest. For example, in the case of housing loans under HLA, the interest rates 
chargeable are as under : 

Amount of loan Rate of Interest (%) 
Upto Rs.50,000 10.5' 

Rs.50,001 to Rs.1,00,000 12.5 
Rs.1,00,00t to Rs.2,00,000 13.5 

more than Rs.2,G0,000 14.5 
Savings under ILA schean carry interost rate of 10 per cent. The differential is, thus,only half a percent. Furth&r, a concessional rate of 10 per cent will be charged forhousing loans upto Rs. 7,500 taken by economicallyweaker sections. 

84 	Ifthe amount of loan udor the HLA scheme Is not sufficient, banks/HFIs may provide asupplementary loan a[ the aia of interest prescribed by RBI for normal housing loan asgiven in para 8.2 above. All such loans by the banks/HFIs will be fully refinanced by the 
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Nationa! Housing Bank. Where the allcttee Is not a member of HLA or Isnot eligible for
 
loan under HLA due to 
 r.ot having completed the minimum period of subscription to
 
H1,A, the bank/FII with whom the HLA has been opened, will sanction a housing loan at
 
the rate of interest prercriLad by RBI for normal housing loans. All such loans will also
 
be fully ;efinancud by NHB. The l Eqn so sanctioned to the allottees will be adjusted

against the loan made to the developer. Thereafter members will be responsible for
 
making regular repayment of their loan and interest thereon to the bank/HFI. 

8.5 	The plots developod/houses built under the scheme cannot be sold for a period of five
 
years after taking possession. This provision may be ielaxed In case of dire distress
 
subject to such conditions as may be deemed fit to be imposed.
 

Operation & maintenance 

. The project report should bring out an appropriate system or methodology for the 
purpose of maintaining the services either on co-operative basis or through the local authority. 

Project Implementation 

10. 	 The time schedule for the implementation of the project shouu be carefully worked out 
and supported with CPM/PERT chart or Bar chart with appropriate linkages, showing the 
physical progress and investment pattern. 

Organisational and management requirements 

11. Details of the existing organisation and of managerial capacity and capability should be 
incorporated in the project report. 

12. 	 Land development and shelter projects will be considered flexibily, subject to three 
basic parameters: 

I. It should be an integrated project for land development (including land assembly) and
 
on-site infrastructure to develop buildable sites and construction of houses..
 

ii. 80 per cent of developed land/built-up space will be sold with preferential allotment to
 
members of HLA scheme of NHB at pro-determined prices.
 

iii. 75 per cent of the houses built shall have built-up accommodation ranging upto 40 
sq.m.( or within an overall cost of Rs. 1.5 lakhs) and no dwelling unit shall have a built
up accommodatio, of more than 120 sq.m.
 

Submission of projects 

13. 	The proposals for land development and shelter projects may be sent In two stages: 
i. Planning proposal indicating location, access to infrastructure services, conceptual
 

layout and land use pattern, use of low cost technology, approximate cost and time
 
frame and any other relevant information required for preliminary appraisal of the project. 

ii. Detailed project report may be sent with detailed layout and designs, duly approved by
 
planning and lucal authority wherever applicable, design brief, cost estimates, pricing,
 
PERr/CPM/Bar chart, organisational structure, cash flow, and other relovant details to
 
enable complete appraisal of the project. 
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Annexure VI
 

l"eatures of Ownershipwan Flats Act 

Liabilities of Promoter 
Under the Act, a promoter who intendsor constructs to constructa block or building of flats would in all transactions with persons inte'nding to take or takingof such one or moreflats, be liable to give or produce, or causegiven or produced, the information and documents as 

to be 
providedin the Act. The provision applies whether all or'somethe flats are be ofto taken

Under 
or are taken on ownership basis.the Act, a . promoter, who constructs orto construct iniendssuch block or building of flats has- to makea full and true disclosure of the nature ofland on his title to thewhich the flats are constructed or are t6 be constructed. It is a condition precedent that the title has toduly certified by an Attorney-at-Law, be 

of or by an Adovcatenot less than three years standing. Underpromoter the Act, thehas to make full and true disclosure of allbrances on encumthe land, including any right, title interestclaim of orany party in. or over such land. The promoterhas to give inspection within seven days ofdemand, the notice ofof the plans and specificationsbuilt to be of the buildingor built on the land.. It is a condition precedentin this behalf that the plans and specificationsapproved by the local should beauthority by which'so to he is requiredget approved under any law thefor timeforce. The promoter has disclose 
being into the nature of fixtures,fittings and amenities including the provision for one ormore lifts provided or beto provided.is himself the If the promoterbuilder the promoter has to disclose on reasonable notice or demand, the prescribed particulars as respectsthe design and the materials to be used in the constructionof the building. If the promoter is not himselfthe promoter has the builderto disclose on reasonable notice or demandall agreements entered into by him withand contractors regarding the architects

the design, materials and construction of the building. In this behalf it is provided that wherethere is no written areement iie details of all agreementsshould be disclosed. Under
specify irn writing the date 

the Act, the promot.er has toby which the possessionflat is to be-handed over and he has 
of the 

to hand over suchpossession accordingly. The promoter has to preparemaintain anda list of flats 
or agreed 

with their numbers -already takento be taken, and the names and addressesthe parties, and ofthe price charged ortherefor, and the 
agreed to be chargedterms and conditions, if any, on whichthe flats are taken or agreed to be taken.has to The promoterstate in writing, the precise nature of the organisation of persons to be constituted and to which title is to 
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Maharshera Ownership Flats Act 1963 
be passed, and the terms and conditionsorganisation governingof persons who have such 
flats. The taken or are to takeAct provides that thethe promoterpersons to enter..into possession until 

should not allow 
a completion certificateis duly given by the local authority.in the Act It is also providedthat no person shalluntil take possession ofsuch completioni a flatcerticatelocal authority. has been duly given by theThe promoter has to make adisclosure full and tureof all out-goings including groundor other local rent, municipaltaxes, taxes on income, water charges, electricity charges, revenue assessment, and interestgage or other encumbrances. on any mort

to Under the Act thehas make full and true promoterdisclosure oftion. and document such other informaas prescribedAct. it the by the Rules under theis obligation of the promotertrue copies of to give on demandthe documents referredcharge. to above at reasonableThe Rules made underpromoter the Act provideshould produce the original document 
that the 

person intending before theto take or taking oneperson can ask the 
or more flats. Suchpromotering all relevant questionsfurther information or for seekclarificationdocument in respector matter of any 

or furnished. The 
required to be disclosed, producedpromoter shall be legally boundall such question to the best 

to answer 
In the matter of his knowledgeof disclosure and belief.of the outgoings byter, the Act the promoprovides that he shall stateany estimated figures or 

the basis on whichoilier informationRules is given.acontain specific provision The 
on demand and upon 

that the promotion shouldpayment of reasonablegive to any charge thereforeperson intending
flats true copies of all 

to take or taking one or moredocuments
land one which of title relating to thethe flats are constructedructed, which or are to be constare in the promoter'sThe other documeots possession orwhich are power.

the title certificate 

also to be so given are
by an Attorney-at-Law orreferred an Advocateto above, the documentson such land, the relating to 'encumbrancesplans and specificationsbuilt or to of the buildingbe built on the land,and amenities a list of '.fixtures, fittingsincluding the provisionsor to be provided for *lifts providedfor the flat, a listalready -taken of flats which areor agreed to be taken,addresses and the namesof the, parties, and and 
,o be the price charged orcharged therefor, agreed 
any, on which the 

and the terms and conditions, ifflats areand a list of 
taken or agreed to be taken,all outgoings as referredbasis to above andon which any estimated 'figures the 

is given or other informationto the person intending to take or taking the flat. 
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Mlain Features of Ownership Flats Act
 

Special Liabilities of Promoter 
Under the Act, a promoter who intends to construct or constructs a block or building of flats has to enter- into a written agreement for sale with each of the-persons. who are to take or have taken such flats. This is a condition

precedent to accepting any sum. of money as advance pay
ment or deposit, which also is not to be more than 20 percent of the sale price, In this behalf it is provided that
the agreement shall be registered under the Indian Registra
tion Act, 1908 and also that such agreement should contain
the prescribed particulars and also that there should beannexed to such agreement the prescribed documents or
the copies thereof. The agreement inter ala has to contain
certain particulars. In case the building is yet to be construc
ted, the agreement has to contain the particulars regarding
the liability of the promoter to construct 'it according tothe plans and specifications approved by the local authority
where such approval is required under any law for the timebeing in force. The other particulars which the agreement
should inter alia contain are, the date by which the posse
ssion of the flat is to be handed over to the purchaser,the price to be paid by the flat purchaser and the intervals 
at which instalments thereof may be paid, the precise nature
of the organisation to be coistituted of the persons who
have taken or are to take tie flats, the nature, extent
and description of the comTmon areas and facilities, the 
nature extent and description of limited common areasand facilities, the percentage of undivided interest in the 
common areas and facilities appertaining to the apartment
agreed to be sold, a statement of the use for which theapartment is andintended restriction on its use, if any.
The Act also provides that copies of the title certificate

issued by an Attorney-at-Law or Advocate and the plans
and specifications of the flat to be sold should be attached 
to the agreement. The Act further provides that unregistered
agreements are admissible as evidence of part performance
ilider section 53A of .Tran,:er of Property Act or suit forSpecific Performance of a Contract or for Colletral purposes. 

The Act enjoins the promoter to maintain a separate account
in any bank of sums taken by him from persons intending
to take or who have taken flats as advance or deposit.
This provision also extends to any sums so taken towardsthe share capital for the formation of a co-operative society
or a company or towards the. outgoings including ground
rent, municipal or other local taxes, taxes. on income, water
charges, electricity charges, revenue assessment, and interest 
Dn any mortgage or other encumbrances. The promoter has 
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Alaharashtra Ownership Flats Act, 1963 

to hold moneys for the purposes for which they were givenand it is his obligation to disburse the moneys for those purposes. The Act contains provisions as respect the responsibility for payment of outgoings till property is transferredto the persons taking over the flats or to the organisation
of any such persons. A promoter, while he is in possession,and where he collects from persons who have taken overflats or are to take flats sumsover for the payment ofoutgoings even thereafter, has to pay all outgoings untilhe transfers the property. The outgoings would includeground rent, municipal or local taxesother taxes, on income,water.' charges, electricity charges, revenue assessmentand interest on any mortgage or other encumbrances, if 
any. i 

Consent of flat Purchasers necessary for Additions and 
Alterations 

After the plans and specifications of the building asapproved by the local authority are ordisclosed furnishedto the person who agrees to take one or more flats, thepromoter is prohibited from anymaking alterations in thestructutes described therein in respect of the flat flatsor
which are agreed to be taken without the previous consent
of that person. Similarly- after such disclosure or furnishing,the promoter is also prohibited from making any otheralterations in the structure of the building, and from constructing any additional structures, without. the previous consentof all the persons who have agreed to take the flats. TheAct provides, a period oneof year from the date of handingover possession for brihging to the notice of the promoterthe defects in the building or material used, and the un-iuthorised charge in the construction. In cases in which thet;fects and unauthorised changes are rectifiable, the promo
ter has to rectify the same without further charge to thepersons who have agreed to take the flats. In other cases
such persons would be entitled to receive reasonable compensation, for such defects or changes. The hasAct madeprovisions for reference of disputes as regards such defectsand changes and compensation payable, for decisions by
Arbitrators. 

Failure to Give Possession 
Thie Act providcs that if the promoter fails to give possession ,of a flat duly completed by specified or further agreeddate','or -if the promoter for reasons beyond his control andof his agents' control is unable to give possession of theflat by specified or further agreed date and a period ofthree months thereafter, or a further period threeof months 
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main veatures of Ownership Flats Act 

if those reasons still exist then, and in any such case, the 
promoter is liable on demand to refund the amounts already 
received by him in respect of the flat with interest at 
9% per annum. This right to claim refund is without preju
dice to any other remedies for which the purchaser of the 
flat may be entitled. Further, under the Act, the amounts 
received and the interest are a charge on the land and 
the construction, if any, thereon in which the flat is or 
was to be constructed, to the extent of the amount due, 
but subject to any prior encumbrances. 

Restrictions on Creating Mortgage etc. 
The Act provides that no promoter should, after he execu

tes an agreement to sell any flat, mortgage or create a 
charge on the flat or the land, without the previous consent 
of the persons who take or agree to take the flats. In 
,his behalf the Act further provides that if any such mort
gage or charge is made or created without such previous 
consent after the agreement between the promoter and 
flat purchaser is registered, it shall not affect the right 
and interest of such persons. 

Formation of Society or Company 

The Act provides that as soon as minimum* number of 
persons required to form a society or a company have taken 
flats the promoter should submit an application to the Regis
trar of Co-operative Societies or Registrar of Companies
for registration of the organisation of persons who take 
flats as a co-operative society or, as the case may be, 
as a company. Such application has to be made within 
the prescribed period of four months from the date on which 
the minimum number of persons to form such oQganisation 
have taken the flats. Under the Act the promoter has 
also to join in making the Application as a member in respect
of flats which have not been taken. In this behalf it- is 
further provided in the Act that the right of the promoter 
to dispose of the remaining flats in accordance with the 
provisions of the Act is not affected. The Act has specifi
cally provided that if any property consisting of building 
or buildings is constructed or to be constructed and the: 
promoter submits such properly to the provisions of the 
Maharashtra Apartment Ownership Act, 1970, then and 
in such case it would not he lawful to form an Co-operative 
Society or Company. 

Promoter to Convey Title etc. 

A promoter has to take all necessary steps to complete 
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aharashtraOwnership Flats Act 1963
his title and convey to the organisationtake flats, his right title and ot persons whoThe conveyance interest

has to be made 
in the land and building.society either toor a company a co-operative

apartment or an association owners, of flat-takersand if no period orthe conveyance for the executionis agreed upon, ofthe withindate on which the co-operative society 
four months fromis registered or theor, companyas the case may

flat-takers is duly constituted. 
be, 

ofthe association 

Under 
Flat Taker's General Liabilitiesthe Act, a flat takershare of has to paythe Municipal his proportionatetaxes,ground water andrent (if any) electricity charges,and other chargeshis agreement with in accordancethe promoter. withtive society Further, whereor a company a co-opera

to of personsbe constituted, taking the flatsthe flat-taker isformation of has to co-operatesuch society in thebe. or company, asUder the Act, contravention the case mayof these provisionsthe flat-t aker is made punishable with fine. 
by 

Withholding etc. of Essential Supply or ServiceThe Act provides that no' persona person, in charge who is a promoterof management ormanagement or connectedof a block with thefor or building ofthe flats,, ormaintenance thereof responsible 
cause, shall, without just andeither sufficientby himself
withhold,' or in 

or through any person,any manner cut-off,curtailsupply or or reduce,service enjoyed any essential
flat by the personor bj. any person in occupation who has taken a
him. thereof throughThe prohibition or under
of also appliesmanageent to a personor connected in chargeblock or,'building with the managementof flats, whether of aconnecti. suchexisting is charge heldas member orof a managingdirectr, committee,-cretaryfor making or otherwise.an application In the Act pro.vision existssupply or service. to Court for restorationCourt would of suchorders. Continuance enquiry andof the default, 

make 
issue

by the afterCourt for restoration the date specified
punishmen't with of supply or service maydaily fine. entailUnderfor restoration of supply 

the Act, the Applicationsor servicein Greater' Bombay, have to be madeto (a)the Court(b) in any. area for which 
of Small Causes. Bombaya Court(c) elsewhere, of Small Causesto the Court is and

sion). No appeal 
of the Civil Judge (Senior Divilies fromBut, anin Greater Bombay order made on such application.of a bench of theSmall Causes, Bombay and elsewhere 

two Judges of Court
the District Court 
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Main Features of Ownership Flats Act 

may for the purpose of satisfying itself that the order made 
purpose of satisfyingwas according to law, call for the 

the made was according to law, call for
itself that order 

order
the case in which such order was made and pass such 

fit. Under the Act, cutting off, withholding,as thought 
or in any manner curtailing or reducing any essential supply 

punishable with imprisonmentor service enjoyed is made 
or with fine or with both. .The Act 

upto three months 
service includes the

has clarified that essential supply or 

supply of water, electricity, lights in passages and on stair

cases and lifts and conservancy or sanitary service. It 

has also clarified that withholding any essential supply or 
omissions attributable to the

service shall include acts or 
of which the essential supply service 

manager on account or 

is cut off by the local authority or any other competent
 

authority.
 

of the promoter without reasonableOffences.-Failure 
of the Act and theto comply with any provisionsexcuse 

the promoter of any provisions
Rules and, contravention by 

Rules are rrade punishable under the Act.
of the Act and 

a who commits criminal
The Act provides that promoter 

of trust of any amount advanced or deposited with
breach shall
him for the purposes mentioned in Section 5 of Act 

be punished with imprisonment extending -to four years, 

with both. The Act further provides that 
or with fine, or 
if the person committing an offence under this Act is a 

at the time the offence was 
company, every person who 

in charge of, and was responsible to the
committed was 

for the conduct of business by the company, as 
company 
well as the company, shall be deemed to be. guilty of the 

offence. 
This Act and Transfer of Property Act 

The Act has laid down that the provisions of the Act, 

pro- ided, shall be in addition to 
except where otherwise 

1882, and 
the provisions of the Transfer of Property Act, 

to the contrary
shall take effect notwithstanding anything 

contained in any contract. 

Flats Already in Existence-and Housing Boards 

of theon commencementAs respect flats which the 

Act have already been constructed, or converted, the provi
with certain rhodifi-'the Act applysions of certain section of 

in the Act. Nothing contained in the 
cations as specified 
Act applies to the Maharashtra Housing Board and the Vida

rbha Housing Board. 
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