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HOUSING DEVELOFMENT AND ITS FINANCING
DEBT RECOVERY MECHANISMS AND
MDRTGAGE FORECLOSURE IN INDIA

— TRIF REPORT OF LEGAL SPECIALIST

Intraeduction:

Pursuant to modification Na. 02 to Delivery Order No. 03,
Contract No. 391-0507-1-00-1780, 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 S5RMP, USAID was alsao

a member of the same team.

Meetings at Bombay and Delhi had been arranged by HDFC and

USAID India respectively. Discussiqns were held with the

»

followirig:

O1. Mr. Deepak M. Satwalekar
Deputy Managing Directar
Housing Development Finance Corporation (HDFC), Bambay.

02. Mr. Nasser M. Muniji
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 te HDFC Bombay.

0&. Mr. Ramnath
Manager HRD, HDFC Bombay.
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07. Mr. 5. Krishnamurthy
General Manager Narthern Region
HDFC, New Delhi.

08. Mr. P. K. Partha Sarathy
Executive 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
Natinmnal Housing Bank, New Delhi.

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

12. Mr. Anoap Aggarwal
Executive Director ( Law )
Housing % Urban Develapment Corporation, New Delhi.

13. Mr. P. 5. A. Sunderam
Joint Secretary
Ministry of Urban Development
Government aof India, New Delhi.

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

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

Note:

Out of the above persons thaose 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 waorkshop on Housing Finance and Martgage Foreclosure
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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 peaple 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 abjective will be to promote easy access ta finance
tor different housing activities and to evolve an eiastic
and wide spread resource mobilisation strategy to tap

household savings in the farmal and informal sectar.

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 hnusing finance institutions,
insurance and banking sector, provident fund, mutual
funds etc. and additional mnbilisation 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

coaperative banks will be channelled into housing.



v)

vi)

vii)

viii)

i)

(4)

It is planned to introduce house-linked savings schemes
for the provident fund subscribers, the warkers in the

organized sectors and public sector employees.

As the apex agency charged with 1linking 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 expand the spread of housing finance ta
different income groups; the role of National Housing

Bank is discussed in detail in subsequent paragraphs.

The Housing and Urban Deve{opment Carporation (HUDCO) ,
which was set up in 1970‘ and charged with the
responsibility of financing and/or undertaking housiny
;nd urban developed (discussed in detail in subsequent
paragraphs), will be strengthened and its resources will

be increasead.

Innovative savings and 1lending instruments will be
introduced to integrate the housing finance system inta
the capital market by enabling access of housing finance
institutions ta the funds an a competitive basis with
other financial institutions and by permitting NHB and
HUDCO to set up mutual funds for housing, apart fraom

their access to foreign aid.

In due course it is planned to introduce a secandary
martgage system in order to attract funds from a wide

range of investars, including insurance and" prdavident
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funds and to integrate housing finance with the overall

financial system.

The cooperative housing movement, specially for lawer and
middle income gtroups, will be given assured access to

institutional finance to supplement internal resources.

FPresently commercial banks are required to invest 1.5% of
their incremental deposits into housing. The government

of India is considering to increase this percentage.

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 1in India

began with the establishment of an apex financial

institution - the Housing and Urban Development Corporation

(HUDCD) in 19270.

This Corporation was established with the object of

accelerating the pace of housing and wurban development

schemes of the state governments/State Housing Beoards, local

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

worthwhile programmes of its own. The abjectives also

included financing or setting up of low cost building

material industries and new satellite townships. The

agencies eligible for HUDCD's financial assistance are as

given helow:

i)

State Housing Boards R
) BEST AVAILAGLE DOCUMENT



(6)
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, Urban Bonds
and raising term loan from banks, insurance companies Unit
Trust of India, other financing institutions and also from
the government. Fresently the paid up capital of the
corporation is Rs. 160.00 crores. At the end of 1990-21,
borrowings including long term borrowings from banks,
insurance companies and financial institutions were of the
order of 2292 crores. The BGerman Agency KFW has also

provided a loan of DM 40 million to HUDCO.

As a matter of policy, in order to help the econamically
weaker sections and 1lower income groups, HUDCO has
implemented a differential interest rate policy for wvarious
categories of households: the lower the household income,
the 1lower the rate of interest and vice-versa. Apart fron

financing social housing schemes, HUDCO has also augmented
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basic community facilities. It praomotes projects involving
self-help by the heneficiaries 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 1I.

During the last twenty years, HUDCO has sanctioned aver &700
projects worth Rs. 6,763.00 crores of which HUDCOs
commitment is Rs. 1 220.00 crores. Despite the subsidy
provided by HUDCO 1in 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.

In 1977, the Reserve Bank 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 Woarking Groups suggested commercial
banks® additional involvement in housing finance to a
minimum extent af 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 hodies, individuals, coaoperative societies or
employers priority being accorded for financing construction
of houses meant faor economically weaker sections, low ard

middle income groups and (ii) educational and nthaon
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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 get an average return of
11.3%, maximum repayment period be 15 years and the level of
margin between 20-40%. For large projects consartium
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 Corporation
should evolve a scheme of mortgage insurance and then
contribute effectively to the auction of a secondarv

mortgage market in the country.

It was at that time that the concept of mortgage 1lending
through a specialised institutional framework began tao
receive attention in India. A major problem of housing
tinance 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 coét and
delay. Mareover, mortgaging property was expensive as it
attracted stamp duty @ 10%. Resource mohilisation without
government assistance in a rigidly controlled financial
system was extremely difficult. An housing finance
institution (HFI) could not advertise attractively for
deposits (as it required a statutory advertisement) nor 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 tayg
concessions and a wide range of financial services at
subsiaised costs. If an HFI borrowed loang term, security for
the 1loan posed major problems as the concept of a negative
lien as an acceptable forh of security was relatively

unknown.

HDFE: 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 faor

housing 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 lagans.

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 up 5% of the equity. The Chairman of HDFC
had been the Chairman of the Industrial Credit and
Investment Corporation of India and did not find it too
difficult to get the banks and other inf citutions
interested. The promoters and institutions originally held
737 share while only 27% was qffered to the public. (Mow the
public shareholding is 47.5%). At that time individuals were

reluctant to deposit money with HDFC, but the commercial
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banks which were then required by the Reserve Bank o+ India
to invest 0.5% of their incremental deposits 1in 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 ta

HDFC in 1988.

In view of its performance during thec nast fourteen years,
the HDFC has generated a great deal of confidence in the
public. Last year it launced a programme for mobilisation of
tousehaold savings and is now getting term deposits from
public @ about rupees 6he crore a day thereby serving as a
savings institution. HDFC has abﬂut'ZSOO approved broketrs
who assist in the mobilisation of deposits against payment

of commission.

These term deposits are for a pericd of 25 months to B4
months. The maximum interest that can be paid on term
deposits is 154 starting from 13.5%4 on deposif

months. These rates are fixed by the National

against this the maximum interest that is allowed

by commercial banks is 13Z.5% for any duration).

refinance facilities from the National Housing Bai

loans upto Rs. ©1 lac and gets a spread of 3 to

lending rates of HDFC range from 10.5%Z 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 156,500
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shareholding who aown 47.5% of the total shareholding; the
balance shareholding is with institutions and companies out
of which Unitrust of India holds ?.65%, IFC 3% ICIC 3% etc.
The paid up capital of HDFC is 450 crores. Loans/baorrowings
outstanding as on T1.03.92 were of the order of Rs. 1,242,007
crores (World Bank - Rs. 413.00 crores, USAID - Rs. 1453.00
crores, IFC Rs. 72.00 crores, National Housing Bank

Rs. 27B.00 crores, scheduled banks Rs. 198.00 crores, life
Insurance Corporation of India Rs. 120.00 crares, and Army
Group Insurance Fund Rs. 15.00 crores. The KFW has also
provided a loan of DM 25.00 million to HDFC for low cost
housing projects. ﬁéposits were of the order of Rs. 871.00

crores at the same time.

HDFC has so far disbursed Rs. 2,B875.00 crores as loans for
Rs. 046.00 lac units spread throughout India. 75% of ¢t ese
loans were given to individuals and 25% to corporate and
institutional borrowers and real estate developers thruugh
shaort term constructien finance. Bridge financing is far 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. BOZ of the HDFC borrowers are
salaried persons while only 20% are self employed. The loan
ceiling 1is Rs. 05.00 lacs for individuals. These loans are
given for 15-20 years. Loans to companies are given for S-7
years. HDFC staff is trained to sanction a loan within two

weeks if the borrower so desires.
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HDFC has also provided some finance for assisting lower
income househalds. The Corporation also provides lease
finance facilities to corporate clients for infrastructure
development which includes finance for such assets like
pollution control equipment, waﬁer treatment plants, and

construction 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 10074
and there have been only 15 court cases (for foreclosure of
mortgaged property) during the past 14 years. As a result of
sound management, HDFC declared a dividend of 24% for 1991-

92 as against 2Z2%4 for 1990-91.

In 1979 the Planning Commission of India set up a number of
Task Forces to report on strategies for housing development
as well as the needs of housing and wurban finance. The
reports of the Task Forces led to ma jor decisions. The need
for radical orientation of all policies was felt and it was
generally recognized that the main constraint that had
inhibited large scale house construction by househaolds was
the inadequate provision of incstitutional finance for the
housing sector. Another policy decision was to provide
encouragement and support to housing finance institutions
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 Housing Banl: (NHEB) ' (NHB) was set up under statute

in 1985 to suppart the develcpment of a local networlk of
housing finance institutiaons which would draw resources from
households ‘and would be refinanced by NHE acting as 4
conduit fagpr institutional tfinance. The NHB  is a 100y
subsidiary of the Reserve Bank of India. It was set up  with
an initial capital of Rs. 100.00 crores entirely subscribed
by the Reserve Bank of India. Its main objective was ta
ensure the development of a viable and accessible
institutional system far the provision of housing fipance.
It views its role as an ‘Apex housing finance institution
which has a regulataory, pramotional and re-finance role faor
other institutions operational in the field. Under the
Natianal Housing Ban Act, 1987, the NHB is empowered to

perform the following functions:

i} issue directians and provide guidelines to housing
finance institutions to ensutre their promotion,

Mmanagement and growth on sound lines;

ii) make 1loans and advances and render any gther form of
financial assistance to scheduled banks and housing

finance institutiDnS;

iii) formulate schemes for the purpose of mabilisation of

resources and extension of credit for housing;

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

Governments aor others;
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form, promote and manage subsidiaries for carrying out

functions under the Act;

organise training programmes, symposia on matters

relating to housing;

co-ordinate with various agencies in the housing sector;

and

subscribe to stock, bonds and securities af every other

description.

A copy of the M9 Act 1987 is enclaosed at Annex I. In order

to

achieve its abjectives, the NHB devised the follawing

strategies:

i)

"NHB will operate as a multi—-functional ape:x bank far the
housing sector, taking an integrated view of the real and
financial sectors. It will promote complementary and, to
a healthy extent competitive ioles of the public,

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

"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 bhe 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 af interest being charged for
the lower income groups keeping in view the fiscal
Edneeanions enjoyed by the higher income groups, will be

an important feature of the housing finance system".



iii)d

iv)

v)

vii)

viii)

(15) BEST AVAILABLE DOCUMENT

"“NHB will seek to promote more and more housing finance
companies in the public, private and joint sectors far
tapping household savings and to act as dedicated outlets
for delivery of housing credit. It may also extend equity
support to HFCs which exgand operations in specified

geographical areas".

"NHB will simultaneously strengthen and support the
existing institutions providing credit for housing,
especially t{he co-operative institutions. NHB will be

steadfast in its support to professicnalism in lending”.

"NHE will discourage the ptrevailing hire purchase system
in public agencies as the creation of primary maortgages
is a pre-requisite {far creation of mortgage based
securities market as a major resource forr the housing

finance system in the years to come®.

"NHEB will mobilise savings specifically linked to
housing, while seeking allocation of a larger proportion
of existing household savings like insurance and

provident funds {or housing”.

“NHB will promote national level loan-linked and other
savings instrumentz, while encouraging housing finance
institutions to promote innovative schemes to cater to

particular regions or segments of the population®.

“NHE will dovatail 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 land and infrastructure so as to esnure a

matching supply of buildable land for housing".
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"NHB recognises that affardability of housing is of
essence and will support cross-subsidisation in land
prices, besides interesf rates. NHB will endeavour to
ensure that delivery cost of credit is kept as low as

possible by the lending agencies".

"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".

"NHB will lay special emphasis on housing in rural areas
and small and medium towns and on checking excessive

congestion in larger cities".

"NHB'will support commercial exploitation of cost saving
technologies for building materials and construction
components, generally by way of equity participation in

companies adopting such technologies".

"NHB will support and fund training and research on

aspects concerning both housing and financial sectors".

"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 remaving impediments to the
graowth of housing and accelerating the supply of

housing".
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"NHB will encourage participation of non—-governmental
organisations and social action groups in its various
programmes, pParticularly those focussed on  1low income

groups®”,

start with, the NHEBE took the following steps to put its

objectives into operation:

i)

ii)

In November 1988, NHB announced the role that it
envisages for the commercial banking system in housing
finance through its 33,000 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 térms for individual
households were comparable to those currently offered by
HDFC. In  turn, the commercial banks are setting wup
housing finance subsidiaries eithei Jointly with existing

housing finance institutions or on their own.

In March 1989, NHE announced detailed guidelines for a
Home Loan Account Scheme that would be offered and
operated by banks through their branch network. (Annexure
ITI) A household would be able to save under the scheme
for a minimum period aof five years at a rate of return of
104  per annum, after which the saver would be eligible

for a housing loan of a mﬁltiple of the total savings
subject to a ceiling of Rs. 200,000, as well as some
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restrictions on the size of the unit to be financed. Thé
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
to existing housing finance institutions, aimed at
refinancing these institutions, especially far loans made
to lower incaome households and loans made for renovation
or for upgrading of low cost housing. Refinance Iis
available upto Rs. 50,000 per household far purchase and
upto Rs. 20,000 per household for renovation or upgrading
of an existing unit. The rate of interest varies firrom
10.5 per cent to 13 per cent per annum depending upon the
cire of the loan with a slight difference af ©.5%Z far

[

rural housing.

In June 1989, NHB also annaunced guidelines for
acceptance of deposits by housing finance institutions
(Annexure IV). The majaor feature of these guidelines is
that housing finance institutions cannot now accept

deposits for a period of less than 24 manths.

NHE has also issued guidelines for the promotion of
Housing Finance Institutions in private ar joint
participation which would be applicable if these

institutions eupect financial suppart fraom NHE. The

guidelines, inter alia, include paid-up capital
requirements, gearing ratios, acceptance of deposit
nd terms and conditions offered by these

ns for housing finance.
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vi) In November 19282, MNHB announced its intention to finance
LLand Develapment and Shelter projects undertaken by
public housing agencies 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 pramoters and
facilitators for housing units. Further, these ‘public
agencies would, in due course, give up the role of

long term housi1ng finance.

vii) In January 1920, NHE announced i1ts intention to provide
finance to Co-operative Housing Societies as short term
(% vyears) 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 NHBE to regulate the functioning of
the Housing Finance Companies are shown at Annex IV.
Buidelines issued by MHB for the professional developers are

enclosed at Anne:x V.

The NHB provided financial assistance of Rs. 347.00 crores
in 1990-91 as against Rs. 132.00 crores in 1989-90. During
the same year NHE rai1sed the first installment of US 825.00
million from the US Capital market under USAID Housing
Guarantee Frogramme. The Bank also signed an agreement to
receive the rupee equivalent of 02.09.70 billion year loan
from OECF aof Japan. Scheduled banks/HFCs aperating the

Housing Loan Accounts Scheme collected total deposits of
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Rs. 85.00 crores on behalf of NHE from about 05.00 Jlac
accaunts. An amaunti of Rs. B82.00 crores was alsao collected

under the Capital Gains Bonds Scheme.

There are about 200 large and small HFCs operating in India
out of which 18 HFCs have been recognised by the NHE for the
purpose of refinancing etc. Out of these, six HFCs have been
sponsored by scheduled banks asg their subsidiaries. The
General and Life Insurance Covpofatiuns of India have alsao
set up similar suboidiaries. NHE even participates in the

equity of scme of these bank subsidiaries.

The rates of interest charged by NHB an refinance for

housing loans are given below:
9 9 .

Amount of loan Rate ot interest
Ta be charged Ta be charged
by NHB to banks by banks to
ultimate beneficiary

. Upta FRs. 7,500.00 08.0 10,0
Above Rs. 7,500.00 and upto Rs. 15,000, 00 09.5 11.3
Above Rs. 15,000.00 and upto Rs. 23,000, 00 10.0 12,0
Abave Rs. 23,000.00 and upto Rs. 50,000, 00 12.3 14,0
Abave Rs. 50,000.00 and upto Rs. 200,000, 00 14.0 15,0

Repayment af loans tou NHE 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%4 of their incremantal depasits inta housing, the NHE has
recommended to the Reserve FRank of India that this limit may

be raised to S5Y%.
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The NHE has also recommended amendment to the NHB  Act o
Pprovide for g simple procedure for creation of charge ogver
the assets financed by HFIs (to whom re-finance is provided
by NHB) and the rules ang procedure relating tg foreclosure

by HFIs and scheduled banks assisted by NHE.

RECOVERY OF HOUSING LOANS AND MORTGAGE FORECLOSURE LAWS

HUDCO has had no problem so far in recovery of its lpans as
the borrowers in this case are usually institutions and
Public sector agencies who have, somehaw, managed to repay
HUDCO 1loans despite having prablems in recovery of their own
loans. Loans granted by NHE are also recoverable without
much difficulty as it is the controlling avthaority of the
HFIs etc. The Housing Finance Companies %ike the HDFC have a
very elabarate system of ensuring th&t in the firsgi instance
they do not grant loans to doubtful fases, and then monitor
the recovery sg effectively that the borrower does not have
a4 chance to get away. As stated earlier, BOY% of the HDFC.
borrowers are salaried persons and only 20% ara self
employed. HDFC usually does not grant a loan tgo a self
employed person unless he is g tax payer. Loans are secured
by HDFC .und other HFIg by twao Personal guarantees and
assignment of the life insurance pulicy. HDFC and other wel]
organised HFIg emphasize maore on recovery without having

resort to foreclosure.

Frocedures relating to the sale and registration of property
in India are as cumbersome as jin Pakistan; stamp duties are
high and there is widespead temptation to avoid

registration. A large number of transactions are not legally

BEST AVAILABLE DOCUMENT



(22)

undertalken in order to avoid restrictions and to circumvent
high titling charges and capital gains taux etc. Rent control

laws favour the tenants.

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 Agreement to Sell has to be registered with the
Sub-Registrar. Builders of flats transfer the complex to  an
Association ar Society of buyers. Accarding to a Supreme
Court decision, occupancy iright of a flat owned by a
Cooperative Saciety or Association is transferable. Premium

to sell the flat is given by the Society.

1.5% interest per nonth is chargeable on aver due
instalments. The well organised Cemputer System of efficient
HFIs enables them to issue reminders and notices almost
mechanically. Corporation emp loyees 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 recovery of loans rather than for foreclosure. Plaints
are filed in different court on the basis of their pecuniary
jurisdictian. In Bombay cases involving Rs. 30,000,000 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
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the court. Substitute service is also possible. Suits for
recovery of loan are Jdecided 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.

The foreclosure laws in India are the same as in Palkistan.
The HFIs don’t have any special adjucatory mechanism for
their claims or for enforcement of mortgage created bv their
bc."rowers. In case of default, the HFIs have to proceed
against the defaulting-borrowers in the ordinary civil court
under the Civil Frocedure Code  There is a huge backlog of
cases in civil courts and in Qiew 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 enfarcement of decree itself often becomes

difficult, cansuming and costly.

The Maharashtra Ownership of Flats Act 19263: 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 YI.
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GENERAL OBSERVATIONS

The development of the housing financa system in India has
been dependent on institutional support from well
established development and investment institutions. The
government caompany HUDCO was established 20 years aga and
the MHE was set up about 15 years later. The last few years
have seen an incirease in the number of primary HFIs. These
HFIs today depend substantially on resaurces fraom the
banking system. The HFIs are naw 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. Fherwani Chairman
of the National Housing Bank, “As far as India is concerned,
the primary phase of institution building is almost over and
the future task is to induce HFIs into the capital markets
for both debt as well equity suppart. This transition would
need the creation of specialised institutions and a new
management focus in terms of the array of assets to he

created®.
The major objectives of a future strétegy in India are:

i) to develop an institutional network that would enhance

the quantum of housing finance;

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

a wholej;

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

risk management of HFIs (liquidity, interest rates and

default risks in particular); BEST AVAIR ARIF DOCIMENT
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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

grawth.

v) To link farmal netwarks with informal networks which are
the major source of financial and econcmic activity for

rutral and urban poor.

Amendments in NHE Act to facilitate/recovery/foreclosure: At

the =2nd it is only appiropriate to give some details of the
amendments proposed by NHB in the relevant legislation to
empower the HFIs/NHB to take effective measures for recaovery
of housing loans and fareclosure of maortgaged property in
cases where recovery i1s 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 oniy those HFIs
which have availed of refinance or credit facilities from
the NHB. Salient festures of the praoposed ameniments 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 immavable property.

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

request the MHB to recaver the arraars.
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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 HFI out of

sale proceeds of the property.

iv) The buyer of the mortgaged property could request the
District Magistrate to take possession of the praoperty;
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

aof law.

v) Such transfer shall vest in the transferee all rights 1in
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 NHE to arrange recovery of the amount due as
arrears of land revenue and the NHB, after making
necessary enquiries, may issue a certificate tao 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

19.

property mortgaged with an HFI unless an order is also

passed for repayment of the dues of such HFI.

The present appraisement standards of HFIs demand and result
in over-securitization of loans  which militates against
thase who earn irregular incomes and also against low income
househaolds. Creditors of HFIs are also more cautious in

lending to these institutions. So far the policy and the



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 ahilities

of HFCs to ureate new resource mobilisation avenues.
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HUDED 'S FINANCING FATTERN

The Housing & Urban Develupiment Corporation (HUDCO) was sel up in 1970 as a
Government of {ndis Under tuking. Tts main objectives are to finance or undertake housing
and urban development and reluted programmes, HUDCQ sunctions lpans amounting to
over Rs. 1300 crores a year.

ELIGIBLE SCHEMES
The schemes cligible for HUDCO's finuncial assistance include the following:

~ Urban Housing

- Rural Housing

~ Environmental lmprovement of Sluins

~ Urban Infrastructure

~ Basic Sanitation

~ Staff Housing

- Cooperative Housing

Building Material Schemes

- Land Acquisition Schemes

- Construction Loans

~ Commercial Schemes

- Repairs and Renewal

~ Urban Employment through Housing & Shelter Upgradation
- Night Shelter ’

- Working Women Ownership Candomtniums
- Building Cenires

ELIGIBLE AGENCIES

The agencics chgible for HUDCOs financial assistunce are State Housing Boards, Slum
Clearance  Boards, Development  Authorities, Linprovement  Trusts, Municipal
Corporations/Councils, local budies, apex primary cooperative sucicties, public sector
organisations and so forth The agencies for rural housing schemes, must be nominated by
the State Governments. In the case of stuff housing provided by both private und public
scetor employers and for building material schemes, private sector entreprencurs ure ulso
cligible. . :

SECURITY FOR HUDCO LOANS

There are a few variations when the question of security for these loans come up. The
fequirements for cach agency are given below:

(a) For housing bourds, devzlopment authurities, public sector organisations, etc.

~ Government Guarantee

- Bank Guarantee

- Morgage of Property

= Nevative lien for housing boards and development authoritics.,
(b) For Cooperative Sacietics:

- Bank Guarantee

~Mortgage uf Property
- Government Guarantee

(¢) For Private Scctor organisations:
- Bank Guarantee
- Mortgage of Property
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Annex I

GENERAL REQUIREMEN'TS

1 Application Fee

Each loanapplication sent to HUDCO muust be accompanied with a bank draft of Rs. 10,000
except for independent EWS where it shall be Rs. SO00 towards incidental and
documentation charges. In 1espect of Urban Infrastructure projects, documentation
charges shall be based on loan amount i.c. Loan upto Rs. 2 crores Rs. 15,000; Rs 210 §

crores Rs. 20,000; Rs. 5 to 10 crores Re., 30,000 und Rs. 10 to 20 crores Rs. 40,000, This
amount will not carry any rate of interest. The application fee is non-refundable.

1 Floaodal luforintion

The borrowing agencies are eapected to furnish their Annual Audited Accounts for the last
three years und certain other finuncial information/documents to HUDCO's requirements.

3 Commitment Churges for Buildiug Materlal Schemes

For Building Matcrial Schemes, the barrower is expected to druw the loan instalments as
per agreed schedule failing which conunitment charge @ 1% are payable on the loan
instalments remaining undrawn on the dates specified in the loan agreement.

4 Fronl-end Fees

One time Front-end fees on the total loan amount shall be levied on all the schemes as per
following scalcs:

a) - EWSSchemes ¢ 0.50% ofloan
- LIG Schemes ¢ 1.00% ofloan
-~ MIG Schemes ¢ 1.25% ofloan
-~ HIG and sl other Schemnes : 1.25% ofloan

(Urban Infrastructure, Land Acquisition ete.)
including composite schemes.

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

¢) Front-end fees shall be reduced by 0.25% in respect of those schemes where legal
documentation is completed within the prescribed period of four months (six months for
North-Eastern States). In respect of those schemes where the legal documentaton is not
completed witiiin the prescribed period, Front-end fees shull be levied without giving
rebate of 0.25% and the Front-end fees equivalent 1o 0,25% shall be transferred to
Research and Development Account of the borrowing agency which shall be made
available to them in the form of grant for upgrading their organisational capability and
such other purposes. Agencies would be given maximum three years time toutilise R&D
amount after which it will be treated as HUDCO income.

$§ Risk Charge

1. In the casc of loans sanciioned dircctly to the primary cooperaive socictics on the
security of morigage, risk charge @0.5 percent will be payabls: by the socicty in addition
10 the interest chargeable on the outstanding loan.

2. A risk charge @0.50% is ulso made in addition to the normal rate of interest on the loan
outstanding in case the sceurity for the Joan is & Negative Licn. However, in a scheme
where the loan is secured by Negative Lien and the borrower defaults and request for
continuance of sccurity of Negalive Licn is accepted by HUDCO, the risk charge shall be
increased to onc per cent instead of half percent.
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6 EWS Fuud

The borrowers which da not observe allocation pattern prescribed by HUDCOi.¢. 55% for
EWS and LIG schemes and 45% for other categories/programmes shall contribute to EWS
fund @ 2% of the sale price of each HUDCO sanctioned projects. This levy would,
however, not be applicable on priority sector EWS schemes such as Low Cost Sanitation,
Slum Upgradation ctc. and schemes which are formulated on land area of less than five
acres. In addition to contribution to EWS fund, the agencics which arc not taking up
projects fos piiority sector as per funds allocation of HUDCO, shall be required to pay one
per cent levy on non-priority sector schemes.

7 Alllaclusive Cost

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

8 Gross Interest

The netintecest 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 in payment of principal and/or
interest etc., the borrower will also have to pay penal interest at 2.50% over and above
normmal gross rate of interest. In addition to applicable rate of interest, the borrower shall
also pay interest tax equivalent 1o 3% of the applicable rate of interest accrued on or after 1st

October 1991,
9 Extentof Lo und Repayment Perlod

The extent of loan, repayincat period cte. indicated for diffrent schemes are the maximum
sllowed. 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 incomie groups.

10 Perfodicity of Repayments

i. ForBuilding Material Schemes : Principal amount repayablein
half-yearly instalments &
interestin quarterly instalments.

ii. ForAllOtherSchenies : Repayable In quarterly instalments.
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REVISED FINANCING PATTERN FOR HUDCO SCHEMES

Catcgory Cost Max. Loan  Extent Net Repay- Monthly
ceiling ceiling of Interest ment lustalment
finance ratc period onloanof
Rs 1000
(Rs) (Rs) (% age) (% age) (Yrs) (Rs)
{ 2 ] 4 5 6 7

1 EWS - Monthly Income up to Rs. [0S0

Rural

Landlcs: 12,700 11,430 9 1.5 15 9.27
Landed 22,000 19,500 % 8 22 8.65
Village Abadi

including Repairs 4,000 100 1.5 11 .15
Urban "

EWS House 22,000 19,500 90 8 22 8.06
Community Toilets NA NA 50 8 12 10.82
Repuir/Additions 11,000 9.500 o 7 10 11.61

11 L1G - Monly Income oves Rs 1050 and upto Rs 2200

Rural-Urbun
LIG House @ 50,000 42,000 85 11.50 15 11.68
RepairAdditions 25,000 21,000 85 11.50 10 14.06
- MIG- Monthly lncome over K3 2200 and up to Rs 3700
Rural-Urban
MIG House 1,7€,000 000 78 2 15 12.00
80,000 75 13 15 12,68
L5000 75 14 15 13.32
RepairvAdditions 85,000 30,000 75 12 10 14.34
40,000 75 13 10 14.93
55,000 75 1 10 15.53
IV HIG- Munthiy incume over R3 3700/
Rural-Urbun
HIG House - 1,15,000 60 14 s 13.32
- 1,50,000 60 15 18 14.00
- 2,00,000 60 16 15. 14.60

(*) including marginal farmers

(1) Up 1o 30 per cent of foan may be considered by implementing agencies for serviced plots and balance
A construction loan or skeletal house plus aticast Rs. 300W/- as construction loan.

(2) Atleast 0 per cent uf the loan iy be considered as construction loan by implementing agencics.

** Though there is a provision for exiending loan upto 100%, the beneliciaries/State level ugencics
should contribute minitmum 25% of the cost as their share.
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Repain/Additions - 55,000 60 14 10 15.52
- 75,000 60 15 10 16.13
- 1,00,000 60 16 10’ 16.75

V Staff Housing

Company Owned %) LIS000 60 T 10 15.52
- 1,50,000 60 15 10 16.13
- 2,00,000 60 16 10 16.75

Employee Owned ~—- As per Urban Housing Norms —

V1 Commeicial 75 16 15 14.69

Schemes

VIl Buildng Material As per 1B nunins subject to availability of refinance from 1DBI. However,
till rcfinance facility not available, loans shall be available ut IDBI basic
interest rate which al present is 20% p.a., loan up t0 70%, 17.37 repayment 8

yeais and Debt Equity 2:1.

VIl Piotted Development

EWS Serviced Sites 7,500 7,500 uplo100  7.00 Q 7.43
Other Categorics —~———— As per Urbian Housing Norms
4

IX Social Infrastructuse and -75 l2.50( ) 12 13.44
Single Working Women
Hostel & Condominiums

X Housing Cooperalive Sucietics As per urban housing norms,

X1 Shelter Upgradation (NRY) As per Govt. of India Guidelines.

Night Shetter, Low Cost Sanitation, For NR'f schemes, built house not to be financed

(individual toilets), Centrat Govt. and subsidy to be limited to 25% of improvement

Employecs Group Insurance Schemes costupto a maximum of Rs. 1000 andinterestrate
at?%.

Xit  Slum Upgradation, Envitonment As per EWS urban huusing norms subject to
Improvement Schemesincluding in amaximum loan of Rs. 4000 per family,
inncrcity area.

XNl Handlvom Weavers and Housingloan as per HUDCO norms and Subsidy/
Beedi Workers workingshed loan as per Govt. of India

guidelines.

X1V Private Builder Schene
- Comstruction Loan ~upto 50 141016 5 2.26t0

24.32
-HousingLoan ——— As per Urhan Housing Norms ———
XV Land Acquisition upto 50 14 6 20.61
upto75 15 6 21.15
upto 100 16 6 21.69

XVI  Transit Accommo- 56,000 42,000 85 141016 10 15.53t0

dation schemies 16.75

(3) Inthe case of non-profit Goserament agencies, interest shall be reduced suitably upto a maximum of

one per cent.

(4) For Single Working Women Hostel and Condominium, rate of interest shail be reduced by hall per

cent.
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Notes

A Loans for SC/ST landless beneficiaries both in rural and urbaa arcas are praposcd ta be given out of
Bankiog Scctor Funds, if available, under RBI scheme at 4 per cent pes annum. In such cases
HUDCO will charge 6 per cent Intercst.

B Loans for natural calamities'flood affccted schemes are proposcd to be given as per Qovi. of India
Quldelines.

C  Grant for Building Centres shall be as per Govt. of India Guidelines.

D Cost and lvan ceiliogs applicable to EWS und LIG caicgories shall be Increased by 25 pes ceat both
fos Rural and Urban Schenics in hilly areus, Mstropolitan Towas, North-Bastern States, lslands and
difficull arcas, Increasc for difficult arcas will be subjéct to approval by HUDCO Board of Directors
ia each case.

E Loansin excess of minlmum allocation for a State prescribed by HUDCO for various categories can
be considercd us construction loan for the interim period. However, the interim construction loan can
be conveited into regular loan, if at the end of the financial yedr surplus/unutilised of ninimum
aBocations [rom other Statcs is available, at the normal rate of interest for cach catcgory or funds to
be mobilised from National Housing Bauk cither on NHB rate or NHB's refinancing norms.

F Implemcnting agendies may be sllowed o allot houses cither on hire purchase orrental or cash down
basls Lo general public depending upon actual demand,

G The cost ceilings indicated abave for vasious categonies will notinclude cost of Raw Land for schemes
10 be undertaken in Hilly Arcas and Rural EWS Schemes.

H  Loans wilt cotinue 10 be sanctioned by HUDCO as per existing funds allocation .. S5 per cent for
EWS (30%) and LIG (25%) and 45 per cent for other zategorics/schemes.

I Recatcgorisation of varivus hiousing schenies shall be donc in case the actusl cost exceeds 10 per cent
above cciling cost prescribed for various cutegorics. In such cascs, the additional burden of higher
rale of intereit shall be borne by the agencies and shall not be recovered from the bencficiarics. In
case of nced, additional loans for agencics can be sanctioned by HUDCO as per usual terms and
conditions. However, agencics can pass on the burden of additional interest to beneficiaries provided
they do not ask for additional loans.

J Forcompany owned staff housing in rural areas with a population up 10 20000, rate of interest shall be
12 pex cent per annum and other terns as per S1aff Housing (company owned) Guidelines. This
scheme will be applicable only to Public Sector Agencics and where repayments and balance project
©o8t arc to be met out of specific State Giovt. Grants.

K Working Capital and Terin Loan to Building Centres will continue 10 be sanctioned as per existing
ponns i.c. loan upto Rs. 4 lakhs, interest 10.00 pet cent per annum and repayment 10 years. Loans
beyond Rs. 4 Iakhs can also be considered by Board of HUDCO at higher interest rate.

L Private Builder (Construciion Loan) and Transit Accommodation Schemes shall be formulated at
the mazlmum interest ratc i.c. 16 per cent,

OWNERSHIP HOUSING SCHEMES FOR CENTRAL GOVERNMENT EMPLOYEES

HUDCO's finance is available for Ownership Housing Schemes for Central Government
Employces covered under the Group Insurance Scheme of the Government of India, Such
schemes cun be formulated by Housing Boards, Development Authorities, Iniprovement
Trusts, State Governments, Government Em nloyees Cooperative Socleties etc. HUDCO's
lending rate is 13 per cent per annum and the ‘oan is repayable within a maximum period of
20 years including moratorium of three years in the repayment of the principal. The land on
which the scheme is to be implemented should be in the applicant's possession and should be
frec 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 hy HUDCO out ol the funds received from the Central Government
separately and therefore does not figure under the general allocation of funds,

URBAN INFRASTRUCTURE SCHEMES

Catzgory Extent of NetInterest Loan
finance rate ceiling
Yo age) (% age) (Rs/Cr)

Ul projects in towns having 70 13.00 5.00

population upto 5 lacs

Ul projectsin towns having 70 15.50 10.00

population more than S lacs

and upto 10 Jacs

Ul projects in towns having 70 16.50 20.00

population above 10lacs

Notes:

1. Repayment period - between S 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 cxcess of
loan ceitings meationed above, .

3. Interestrales as indicated above can be ingreased by one per centin emergent situations.
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Annexure II

MINISTRY OF LAW AND JUSTICH
(Legislative Department)
New Delhi, the 26th Decenber, 1687/Pausa 7, 1900 (Saka)

The !ollowi.ng‘,'Act of Parllamen? racelved the sssent of the President

on the 23rd Decemebr, 1987, end Is hereby published for ‘general infor-
mation; — '

THE NATIONAL HOUSING BANK ACT, 1987
‘ No. 63 or 1987 :
[28rd December, 1087.)

An Act to establish a bank to be known as the National Housing

Bank to operate as a principal a ency to promote housing finan-
ce 1nstitutions both at local an regional: levels and to pro-

vide financial and other support to such institutions and for
matters connected therewith or incidental thereto.

Ba it enacted by Parliament in the Thirty-eighth Year of the Repub-
Ue of India as follows:—

CHAPTER I
PaRLisINARY

L. (2) This Act may be called the National Housing Bank Act, 1007.
(2} It extends to the whole of "ndia.

(3) It shall come Into force on such date as the Centrei Governmant
may, by notification in the Official Gazette, appoint and different dates
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may be appointed for different provisions of this Act and any reference
In any provision to the commencement of this Act shall be construed as
a reference to the caming into force of that provision,

Dalul. 2. In this Act, unless the context otherwige requires,—
tons,

(a) “Board"” means the Bonrd of Directors of the Jational Hous-
ing Dank referved to in section 6;

(b) “Ciiz'rnan" means the Chaltman of the Board appointed
under sectlon G;

() “director” means a director appointed under section 6;

(d) “housing flnance institution” includes every {nstitution,
whether incorporuted or not, which primerily transacta or has as
Iy principa! object, the transacting of the businesg of providing
finance for housing, whether directly or indirectly;

(e) “Managing Director” means the Menaging Director appoint-
ad under section 6;

(f) “Nationsl Housing Bank" means the National Housing Bank
established under sectlon 3;

(p) “nodification” means a notification published fn the Offclal
Gazelle;

) “prescribed” means prescribed by regulations mads nda-
this Act;

(1) “Reserve Bank” menns the Reserve Bank of Indla conatitu
ted under section 3 of the Reserve Bank of India Act, 1034;

(§) words and expressions used hereln and ' not defined but
defined In the Resarve Bank of India Act, 1934, shall have die meus
ings respectively assigned to them in that Act;

(kY words and expressions used hereln and not defined elther i
this 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.

CHAPTER 11
EsTaBLISIMENT or TG NATIONAL HoUSING BANK AND CAPITAL THFREOP
Etah- (8. (I) With effect from such date as the Central Government may,
Ush. by, notification, appnint, there shall he established for the purposes of
:.dn:n this Act, a bank to he known as the Natl~1al Houslng Bank.
mor:- " (2) The Natlonal Housing Bank shall be a body corporate with the
[+]

Natonal name aforesald having perpetual succession and a common seal with
Howlng power. subject to the provisions of thig Act, lo acquire, holg and dispose
Bank, of property and tq contract, and may, by that name, sue and be sued.

(3) The head oftice of the National Hnusing Bank shall be at Bombay
or at such other place as the Reserve Bank may, by notification, specify.

(4) The National Housing 2wk may establish. offices, branclics or
ugencles at any place in India, and wilh the previous approval of the
Reserve Bank, at any place oulside India,

2ol 1934,

“of 1694

3 of 1004,

10 of 1949,
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4. The authorised and paid up capital of the lNatiunal Housing Bank
phall be one hundred crores ot rupees and snall be gubscribed by the
Reserve Bank:

Provjded that the Centcal Government may, in conrultation with the
Reserve 1iank, by uotitication, increase the said capital up te tive hun-
dred crores of rupees and the capital so increased shall alse be subs-
oribed by the Heseive Bank.

CHAPTER 111
MANACEMENT or THE NATIONAL Housing Bank

§. (1) The general superintendence, direction and management of
the affairs and business of the National Housing Bank shall vest in the
Bousrd ot Directors, which shall exercise all powers and do all acts and
things, which may be exercised or done by the Natlonal Housing Bank.

(2) Subject to the provisions of this Act, the Board, in discharging
ftg functions, shall act on business principles with due reyard to public
- Interest.

{3) ‘Subject to the provisions of sub-seciion (1) and save as otherwliae
provided in the regulations made under this Act,—

(@) the Chairman, if he is holding offices both as the Chatrinan
‘and the Managing Director, or

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

shull also have powers of general superintendence, direction and inanage-
ment of the affairs and business of the National !Housing Bank and
may also exercise all powers and do ull ects and things which may be
exercised or done by the National Housing Bank and shall act on business
principles with due regard to public interest.

'({)‘ The Managing Director shall, in the discharge of his puwers and
functions, follow such directions as the Chairman may give.

(5) In the discharge of its functions under this Act, the Natlonal
Housing Bank shall be guided by such directions in matters of poliey
{nvolving public interest as the Central Government, in consultation with
the Reserve Bank, or the Reserve Bank, may give in wriling.

6. (1) The Board of Directors of the National Housing Bank shall
consist of the following, namely:—

(a) a Chairman 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 fleld of
housing, architecture, engineering, sociolugy, finance, law, manage-
ment and corporate planning or in any oher field, special know-
ledge o 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 direclors of the Resarve Bank;
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(¢) three dlrectors from amongst the officlals of the Caantral
Government;

() two directors from amongst the officlals of the State Guvera-
nient.

(2) The Chairnian, the Maunuging Director and other directors ex-
cluding the directors referred to in clause (d), shall be appointeg by the
Central Government in consultation with the Reserve Bank and directors
referrod to In clauae (d) shull be nominated by the Hoserve Bank.

7. (1) The Chairman and the Managing Director shal] hold offics for
such term, not exceeding five years and shall Tecelve such salary and
allowauces and Le governed by such terms and conditions of service s
the Cuntral Government may, in consultation with the Reserve Bunk,
spocify and shall he eligible for re-appointment;

Provided that the Chairman or, as the cose may be, the Managing
Director shall, nolwithstanding the expiration of his term, continue to
hold office until his successor enters upon hig office.

(2) The directurs raferred 1n in clauges (b) and (c) of sub-section
(1) of section 8 shall hold offlce for a term of three yenrs:

Provided that any such director shall, notwithstanding the explration

ot his term, continue to hold oftice unltil his successor enters upon his
office, '

(3) The Centrul Government may, In consultation with the Reserve
Bank, remove the Chairmun of the Managing Director, or any other
director referred to in sub-section (2), at any time bLefore the expiry of
his term of ufMice after giving hiny a reasonable opportunity of showling
Cuuse aguinsl the proposed removal.

(f) Notwithstanding anything contained in sub-sections (1) and (3),
the Centra)l Government, in consultation with the Reserve Bank, shall
have the right to terminate the term of office of the Chairman or, as the
cssa muoy be, the Managing Director, at any time before the expiry of
the term specified under sub-section (1), by giving him notice of not
less than three months in writing or three months’ salary and allowances
in Ueu thereo? and the Chairman or the Managing Director, as the case
may be, shall also have the right to relinquish his office at any tima
before the expiry of the term specified under sub-sectjon (1), by glving
to the Central Government notice of not less than three months {n
writing or three mnonths’ salary and allowances in lleu thereof.

" (5) The directors shall be paid such fees and allowances as may be
bresceibed for attunding the meelings of the Board or of any of its com-
mittges and for attonding to any other work of the National Housing
Bank;

Provided that 1o such fee shall be payable to any d.!rector, who Is an
officdal of the Government or a director of the Reserve Bank,

8. No person shall be a director of the Board, if he—

(a) !s, or becomes of unsound mind and has.bean so declared by
& coinpetent court; or
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(b) 18 or has been convicted of any offence which, iy the oplnjon
ot the Centra] Government, involveg moral turpitude; or

(c) is, or ut any tiine has been, adjudicated as Insolvent or hae

suspended payment of Yis debtg or has compounded with hls credi.
tors; or

(d) has, for any reason, been removed or dismissed from the
service of—

(i) the Govemment, or
(i) the Reserve Benk, the State Bank or any other bank, or

(lil) any public finauclal Institution, or gtate financlal cor.
poration, or

(iv) any other carporation ownnd or controlled by the Gov-
ernment.

% (I) 1t a director—

(a) becomes subject to any of the dlsqualifications mentioned in
section 8; or

(b) i3 absent without leave of the Boargd for three or more con-
secutive meelings theteof,

hls seat shall thereupon become vacant,

(2) Any director nay resign his office by giving notjce thereof |[n
wilting to the uuthority that uppointed or, as the case may be, nominated
him and on his resignation being accepted by suej, anthority  or if hig
reslgnation is not souner accepted, on the explry of three months from

the recelpt thereof by such appointing authority, he shall be decned
to have vacated his offico.

10. If the Chairman, or as the case may be, the Managing Director, [s
by Inflemity or otherwise rendered incapahle of carrying out his duties
or {5 absent on leave or otherwise, In clrcumstances not Involving the
vacation of hig appointment, the Central Government may, appoint
another person to act in hig place during his gbsence,

11. (1) The Boarq shall meet at such times and places and shall

observe such rules of pracedure In regard to the transaction of business at
Its meetings, qp may be prescribed

(2) Tha Chalrman, or, if for any reason he s unable to atlend a meeting
of the Sourd, the Managing Director, or, in the event of both the Chalr.
man ard tle Managing Director being unable to attend w meeting, any
o-her director nowminated by the Chalrmap in this behalf and in the
absence of such nomination, any director elected by the directors pre-

sent frow among themselves at the meeting, ghall preside at the meet-
ing

(3) All questiong which come up befora any meeting of the Board
shall Le decideq by u 1najority of votes of the dlrectors present and voting,
and in tha event of an equallty of votes, the Chairman, ar, {n hig absence,
the person presiding, shall t.ve g second or casting vota.
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Exscu- ‘12, (1) The Doard Ingy constltute an Lxecutive Committee conslsting
m::" of such number of directors ag may L9 prescribed.

and (4) The Executive Committee ghall dlacharga such functions 85 may
other be prescribed, or, as may Le delegated to it, by the Board,

oommit.

tesa, (3) The Board muy constitute such other commitlves, whether con-

slating wholly of dircctors or wholly of other persons or purtly of direclors
and partly of cther persony as it thinks fit for such purposes, as {{
may declde and uny committee go constituted shall discharge such fune-
tlons as 1nuy be delegated to it by the Board.

(4) The Executive Committee or any other committee constituted
under this sectlon shull meet at such times and places and shull obserye
such rules of procedure in regard to transaction of business at its meet-
ings, es may by preseribed,

Disscior 13. Any director of the Board or any jncmber of g nmmittee, wliq has
of Board any direct or indirect peeuniary Interest in any matter coming up for
or member  oonglderation at u meeling of the Board or a sommittee thereof, shall,

f::f:::‘::; 88 soon as possible after relevant circumstarces have come to his know-
not to ledge, disclose the nuture of hig Interest at such meeling and the dig-
partici- clusure shall be recorded in the minutes of the Board, or the committee,
patein a3 tie case may be, und the director or member shall not take eny part
mestings in any deliberation or decision of the Board ar the committee with res.
in cer- pect {o that matter. '
taln
Cases,

CHAPTER IV

BusiNess or ‘tHE NATIONAL Housing Barx

Buslness I4. Subject to the provisivns of this Act, the Natlonal Houslng Bank
t‘::l.‘lho:ul may transact all or uny of the following kinds of Lusiness, namely: —
Houalng {4) promatiny, es!ablishing, supporting or alding in the promo-
Bank, tion, establishment and support of housing finance institutions;

" (b) making of loans and ndvances or rendering any other form

of 'financial assistance whatsoever to housing  finance institutions
and scheduled banka; 0 1o any authority established by o under any Central, State or

. Provinclal Asl and engaged in sim clearance,
(c) subscribing to or ;:.urcnuslng‘ fnocxs, ‘ehares, bonds, deben-

tures and securities of every other description;

. (d) guaranteeing the financial obligations of housig finance in-
atitutiony and underwriting the issue of atocks, shares, bonds, deben-
tures and securities of every other description of houaing fluance
Inatitutions;

«¢) drawing, accepting, discounting or rediscounting, buying or
selling und dealing in bllls of exchange, promissory notes, bonds,
deben(ures, hundiey, coupons and other instruments by whatever
name called;

(f) torming, promoting and managing subsidfaries for carrylag
out all or any of its functions under thls Act;

(9) underteking iesearch and surveys on construction techni-
Ques und other studles relating to or connected with shelter, housing
&nd human setllement;
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(h) formulating one or mors schemes for the purpose of mobi.
lisation of resources and extension of credit for housing;

(1) formulating one or more schemes for the economically
weaker scetions of society which may he subsidised by the Centry]
Government or any State Government or any other source;

(j) organising tralning programmes, seminars and symposia
on maltlers relating to housling;

(k} providing puidelines to the houslng finance institutiong to
engure their growth on sound lines;

(1) providing technical and administrative assistance tg housing
finance {nstitutions;

(n) co-ordinating with the Life Insurance Corporation of Indfa,
the Unit Trust of India, the General Insurance Corporation of India -
and other financial institutions, in the discharge o’ its overall func-
tiong;

(n) exercising ull powers and functions in the performance of
duties entrusted to the Nutlonal Housing Bank under this Act or
under any other law for the time belng in force;

(0) acting us agent of the Central Government, the State Govern-

ment or the Reserve Bank or of any wuthority as may be authorised
by the Reserve Dank;

(p) ony other kind of business which the Central Government
ray, on the recommendation of the Reserve Bank, authorise;

(q) generally, doing of all such matters and things as may be in-

cldental to or conscquential upon the exercise of {ts powers or the diy-
charge of its duties under this Act,

15, (1) The National Houalng Bank may, for the purpose of carrying

Borrow.

out itz functions under thig Act— {ngs and
accep.

(a) Issue and sell bonds and debentures with or without the (¢, o

guarantee of the Central Government, {n such manner and on such  deposita
terms as may be prescribed; by Na-

tional
(L) borvow money from the Central Government and from any  Houalng

other guthority or organisatlon or institution upproved by that Bank
Government on such terms and conditiong as may be agreed upon;

(c) accept deposity repayable after the expiry of a perlod which
shall not be less thun 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; Frovided that nothing contained in this ¢lause shall apply o deposits accapted

under the schese foraulated br the Bank in sursuinee of clause (MIof saction M,
(d) borrow monsy from the Reserve Bank—

(1) repayesble on demand or on the explry of fixed perlods
not exceeding elghleen months from the date of the making of
loan or advance, on such terms and conditions including the terms

relating to securdty and purpose as may be specified by the
Heserve Bank; '

I Moravlating 3 schese for the purpose of accepting depe.its referced to in clavsela) of sectioa
dof e Telmtary Dopo, 'ty (lasanities and Exeaptions! het, 1991 and craditing forty pereeat of
e daount of sueh deposits to & special fund created under section W7,
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(ii) out of the National Housing Credit (Long Term Opera-
lions) Fund cstablished under section 46D of the Reserve Bank
of Indla Act, 1034 for any of the purposes specified in that section;

(8) recelve fur services rendered, such remuneration, commis-
#on, commitment charges, consultancy charges, gervice charges, royal.
tles, premia, licence fees ang any other consideration of whatever
description;

(/) recelve glfts, grants, donations or benefectlons  from Gov-
erninent or gny other source.

(%) The Central Government may, on a request being made to it
by the Natlonal Housing Bank, guarantee the bonds angd debentures
1ssued by the Natlonal Housing Bunk as to the repayment of principal
&nd the payment of interest at such rate ay 1.ay be fixed by that Goy-
ern'rpent.

1¢8. (1) Notwlithstanding anything contained In the Forelgn Exchange
Rogulation Act, 1973 or in any other law for the time belng In force re-
lating to foreign exchange, the Natlonal Houslng Bank may, for the
purpose of making loans and advances under this Act, borrow in such
manner and on such conditions as may be preseribed In consultation with
the Reserve Bank and with the previous approval of the Central Govern-
ment, foreign currency from any bank or financla) Institution {n India
or elsewhere. -

(2) The Central Government may, where necessary, guarantee any
loan taken by the Nutional Housing Bank under sub-section (1) or any
Part thereof as to the repayment of principal angd the payment af in.
terest and other Incidenta] charges,

17. The rights and Interests of the National Housing Bank (Including
sny other rights incidental thereto) in relation to any luau‘or advance
made, or any amount recoverable, by it, may be transferred by tha
Natlenal Housing Bunk, efther in whole or {n part, by the execution or
fssue of uny instrument or by the transfer of any instrument by endorse-
meant, or ju any other manner in which the rights and {nterests {n relation
to such luan or advunce may be lawtully transferred, and the Natlonal
Housing Bank mny, notwithstanding such transfer, act as the trustee
within the weaning of sectlon 3 of the Indlan Trusts Act, 1882, for the
transferec.

18..The Nationu} Housing Bank shall have the right to acquire, by
transer or assignment, the rights and fnterests of any housing finance
institution (including any other rights Incidental thereto) in relatlon to
any loan or advance made, or any amount rucoverable by such institution,
either fn whole or 11, Purt, by the exescution or issué of any Instrument
or by the transfer of any instrument or in any other manner in which
the rights and interests in relation to such loan or advance may be law-
tully transferred,

19. In entering Into any transaction under this Chapter with any box-
rowing housing finance lustitution, the Nattong] Housing Bank 1ay
lmpose such conditlons as it may think necessary or expedient for pro-
tecting the interesty of the National Housing Bank.

- 2ot 1034,

Hailion,

2ot 1882,
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¥4. (1) The Natlonal Housing Bank moy at any time and phall, on
belng direcled 50 to do by the Heserve Bunk, cause an inspection to be
muae by one or morg ot 18 ollcers o1 any nous.ng finance institution
to which the Natlonal Housing bunk has nade any loan or advance ur
Bruuted uny other financiul ass.siance, and its books, accounts and other
documents; and the Nulona] lousing Uanlk shall supply to the housing
fnance mmshitution a copy of its report on such inspect.on,

(2) li sball be the duty of every officer, employee or other person or
persons|in chargelof the whole or part of the aftairs of the housing
llnance Institution to produce to any officer making an inspection under
sub-section (1), all wuch books, accounts end other documents {n his
custody or power and to furnish within such time as the sald officer may
specify, any stulements, information relating to the affsirs of the housing
finance institution as the said officer may require of him,

25. (1) Tie National Housing Bank muay, for the purpose of the
effictent dlscharge of Its functions under this'Act, at uny time direct any
houslng finance Institutlon to subinit to it credit inivomation in such

form and within such time as may be specified by the National Housing
Bunk from thne to time,

(¢) Every housing finance Institution shull, notwithstanding anything
to the contrary contulned in any law for the lime being in force op in
any instrument regulating the consuitulion tjereof Or in any ugieeimnent
executed by i, relating tg the secrecy of ils dealings with 1ty consti
tuents, be bound (v camnply with any directions issued under sub-section
(1).

(3) Tbe Natlonal Housing Bank may, for the purpose of the eMcient
discharge of its functions under this Act collect from the Cantra] and
State Governments, local authorities, the Reserve Bank, any bank or
such finuncial or other Institutions as the Reserve Bank may specify in
this behulf, credlt Information or other information,

AErp!unation.-—For the purposes of this section and section 26, credit
Information means any Information relating to—

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

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

(1) the guarantees turnished; and

(iv) eny other information which has g bearing on the credit-
worthiness of the borrower.

26. The National Housing Bunk, if it considers it in the public interest
90 to do, rany publish any credit informaltjon ur other information ob-

talned by it under this Act, In such consolidated form or in any other
form as it thinks fit.

27. The National Housing Bank may provide advisory services to the
Central und State Governments, lueal authorities and other agencies
connecled with housing, In respeci of— '

(a) formulation of over ! policies aimed ! promoting the
growth of housing and housing linance institutions:
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' (b) legislation relating to matters having a be
housing and human settlement,

TR v weevavna,

CHAPTER V

Provisions HELATING TO HOUSING FINANCE INSTITUTIONS
RECEIVING DEPOSITS

28. In this Chapter the term ‘deposit’ shall have the meaning assigned
to it In section 451 of the Reserve Bank of India Act, 1934.

28. (1) The provisions of thig Chapter shall not upply to deposits
accepted by a housing finance institution which {5 a firm or an unincor-
porated assoclation of individuals

(2) For the removal of doubts, it is hereby declared that the firms
and unincorporated agsociatlons of individuals referred to in sub.section

(1) shall continue to be governed by the provisions of Chapter ITIC of
the Reserve Bank of India Act, 1934,

. The Natlonal Houslng Bank may, {f it cons!ders necessary in the
publc intorest sa to do, by general or special order,—

(@) resmlate o nrehibit the Issie by any housing finance Insti.

tutlon of anv  nvpsnectine or advertisement soliciting deposits of
money from the pitiie: ap4

(b) specify the conditions subject to which any such prospectus
or advertisement, if nat prohibited, may be ‘Issued.

3. (1) The Nationa! Housing Baul may at any time direct that
every housing finance institution accepting deposits shall furnish to the
National Housing Bank in such form, at such intervals and within such
time, such statements, information or particulars relating to or connected
with deposits received by the housing firance institution, as may be
specified by the National Housing Bank by general or special order.

(2) Without prejudice to the generality of the power vested in the
Natlonal Housing Bank under sub-section (1), the statements, informa-
tion or partlculars to be furnished under sub-section (1), may relate to
all or any of the following matters, namely, the amount of the deposits,
the purposes and periods for which, and the rates of interest and other
terms and conditions on which, such denosits are recelved,

(3) The National Housing Bank may, it it considers necessary {n the
public interest so to do, give directions to housing finance institutions
&ecepting deposits either generally or to any group of housing finance
ingtitutions accepting depnsits, and in particular, in respect of any
matters relating to, or connected with, the receipt of deposits, including
the rates of interest payable on such deposits, and the periods for which
deposits may be recelved,

() Tt any housing finance institution accepting .deposits fails to
¢omaply with sny direction given by the Natlonal Housing Bank, under

Dellul
tloa of
depodt,

Chapter
not o
apply in
certain
Cases,

Natonal
Houslng
Bank (o
regu.
Iate or
probibit
Issuc of
pros poo-
tua or
adver.
tUsemeat
saliciting
deposils
of
money,

Powuer of
National
Housing
Bank to
collect
Informa-
tion
trom
houslng
@nance
Institu.
toas s
to de-
posits
aad to
glve
dlrec«
tions.

BEST AVAILABLE COPY



Duty of
housing
flaance
Instity-
tous o
turnish
atate-

nienls,
eic., fe-
quired
by Na-
tonal

Houslng
Benk,

Fowers

and

duties of
auditors.

( xix )

sub-section (3), the National Housing Bank may prohibit

the accept-
unce of deposits by thut housing finance institution.

(5) Every housing finance institution receiving depoalts, ghall, It go -

required by the Natlonal Housing Bank and within such tlme as the
Natlonal Houslng Bank muy specify, cause to be sent at the cost of the
housing finance institution, a copy of ity annual balance'sheet and profit
snd losg account or other annual accounts to every person trouu whom
the housing finance iustitution holds, as on the last day or the vear to
which the accounts relate, deposits higher than such su..

0> may be
specified by the National Housing Bank,

32. Every housing finunce institution shal] furnish the statenents,
intormation or particulars called tor, in such form as may be preseribed ,

aad comply with any direction given to it, under the provislons of
thiz Chapter.

33. (1) The auditor of every housing  finance Institution ghall
enquire whether or not the housing fnance institution has fur-
nished to the Nutional Housing Bank such statements, information or
particulars relsting to or connected with deposits recelved by it, as are
required to be furnished under this Chapter, and the auditor shall, except
where he ls satlsfied on such enquiry that the housing finance Institution
has furnished such statements, Information or partlculars, mgke a report

to the Natlonal Housing Bank giving the apgregale amount af such
deposits held by the housing finance Institution.

(2) Where, in tie case of a housing finance fnstitution, belng a com-
pany, the auditor has made, or intends to make n report to the National
Houalng Bank under eub-gection (1), he shall include in his report under
sub-section (2) of section 227 of the Companles Act, 1058, the contents

of the report which he hag made, or intends to make, to the National
Housing Bank.

34. (1) The Natlonal Houslng Bank may, at any time, cause an inspec-
ton to be mude by one or more of Its officers or employees or other
persons (hereafter in this sectlon referred to as the Inspecting authority)
of any housing finance institution accepting deposits, for the purpose of
verltylng the correctness or complefeness of any statement, information
or particulars furnished to the National Housing Bank or for the purpose
of obtalning any information or particulars which the housing finance
Institution has failed to fumish on belng called upon to do so.

(2) It shall be the duty of every director or memnber of imy cora-
mittee or other body or any person for the time belng vested with the
faanagement of the whele or part of the affairs ' of every housing
finunce Imtitution accepting deposits or other officer or employse

b ol 1936,
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thereof to produce {p the inspecling authorlty all such books, accounts and
other documents in his custody or power and to furnish that authorlty
with any statement and (nformation relating to the business of the

Institution as that authority may require of him, within such time ns
may be specified by that guthority.

(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 management of the affairs of the housing finange

nstitution accepting deposits, or  any officer or employee thereof, in
relation to fts business,

d5. No person shall sollelit on behalf of any housing flnance institution
elther by publishing or causing to he published any prospectus’‘or adver-

tisement or in any other manner depoalts of money from the publle
unless—

(a) he hass been authorised in writing by the sald housing
finance institution to do so and specifies the name of the institution
which hos so authorised him; and

(b) the prospectuy or advertisement complies with any order
made by the Natlonal Housing Bank 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.

38. The provisions of this Chapter shall have effect notw thstanding
anything inconsistent therewlth contained in anv other law for the time
belng In force or anv instrument having effect hy virtue of any such
law, '

CHAPTER VI

F'UNDS, ACCOUNTS AND AUDIT

37, (1) With effect from such date as the Reserve Bank may specity,
the National Housing Bank shall establish a fund to be called the General
Fund and all payments hy the National Housing Bank sha'l be made out
0f the sald General Fund.

(2) The Board may. and shall, if &n directed by the Reserve Bank,

create a speclal fund or ~ reserve fund or such other fnnds as may be
prescribed.

38. (I) The balance sheet and accounts of the Natlona) Housing
Bank chall be prepared and malntalned In such form and mnnner as may
be prescribed.

(2) The Board shall cause the nooks and accounts of the Netional
Houslng Rank to he balanced and closed as an the thirtleth dny of June.
each year.

3. After making provision for bad and joubtiul debts, depreclation
of assets and all nther matters for which oravision ;5 necessarv or ex-
nedlent or which is usuallv provided for by benkers, the Natinnal -Houslng
Bank shall transfer—

(i) for a perlod of Afteen vears. following the accounting year
during which the Naiional Housing Bank is established. the amount
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remaining (hereafter in this section referred to as surplus) such of

the funds referred to in sectlon 37 ug the Reserve Bank may specity;
and

() after the expiry of the sald perlod of Afteen years, the
National Housing Bank shsll, after mzking provision for the funds
referred to In sectlon 37, transfer the balance of surplus to ths
Rederve Bunk.

40. (1) The accounts of the National Houslng Bank shall be audited
by suditors duly qualified to act as audltors under sub-section (1) of
section 226 of the Companles Act, 1958, who shall be appolnted Ly the
Reserve Bank, for such term and on such remuneration as the Raserve
Bank may fix.

(2) The auditors shall be supplied with a copy of the annual balance
sheet of the Natlonal Housing Bank and {t shall ba thelr duty to examine
It together with the uccounts and vouchers relating thereto and they
shall have a lst dellvered 1o them of all books kept by the Natlonal
Housing Bank and shall at o}l ressonable times have access tn the booka,
sccounts. vouchers and other documents of the Nutlonal Housing Bank.

(3) The auditors may, {n relation to the accounta of the Natlonal
Housing Bank, exumine any director uf the Board or any officer or other
amployee of the Natlour]l Housing Bunk und shall be entitled to require
trom the Board or officers or other employees of the Natlonal Housing
Bank such information and explanation as they may think necessary for
the performance of thelr duties.

(4) The audlitors shall make a report to the National Housing Bank
upon the .annuul balance sheet and accounts exaiained by them and in
every such report, they shall state whether in their opinion the balance
sheet {s a full antl fuir balance-sheet containing all necessary particulars
and properly drawn up 80 &s to exhiblt a true and falr view of the state
of affaira of the National Housing Bank and {n case they had called for
wny explanation or information from the Board or any officer or ¢ther
employee of the National Housing Bank, whether it was given and
whether it was satisfactory,

(5) The National Housing Bank shall furnteh 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 sre closed and balan-
«ed, a copy of {ts balance sheet as on the close of the relevant year toge-
ther with & copy of the profit and loss sccount for the year and a copy
of the auditors’ report and a report of the working of the Natlonal
Housing Bank during that year, aad the Central Government shall, as
scon a8 may be after they are recelved by it, cause the same to be lald
before each House of Parliament.

(6) Without prejudice to anything contained in the preceding sub-
vections, the Central Governinent may, at auy thae, appoint the Comp-
truller and Auditor-General of Indla to examine and report upon the
sccoutits of the Nutonal Housing Bank ond any expendliture Incurred
by him in connectinn with such examination and report shall he payable

by the Na¥.nal Housing Bank to the Comptroller and Auditor-General
of Indla.

}oof 1934
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41. The National Housing Bunk shall turnish, from time to time, t0  Reurse
the Leserve Bunk such information und relurns as the Heserve Bank
nay require.

42. The National Housing Bank shal]l make an annual report to the  Anmal
Central Goverminent and tne leserve sank on the trend and progress of  report
housiug In the country und in that report muy imake such sugges- oa
tons ag it wmay think nccessary or expeasent for the development of  bouslag,
housing and the Central Government shail, ag goon ag muy be after the
report ig received by 1t cause the samu to be lald betore vach House ot
turliument,

CHAPTER VI

MiscELLANROUS

4d. (1) ‘The Natwual Housing Bank may appoint sucn  nuwmnber uf Stall og
oficers and other employees as it considers uecessary or desirable for Nutioaal
the elficient performance ot its functions and determme the terms and  Howlag
condions of their appomtment and service, Beuk,

(¢) Tne duves and cunduet, terms and conditions ot service and the
establishment and mainteansnce ol provideat fund or uny other fund for
We benefit of the ollicers und other members of staff of the Nationag
Housiag Bdnk shall be such us niay be prescribed,

(3) The National tlousing Bank miy depute nn'y officer or any mem.
bar of Its staff for such period and un such terms and conditlons as 1t
may determine, Lo any institulion including a housing finance institu-
tion,

(4) Nothing contamned in this seciion shall empower the National
Housing Bank to depute any officer or member of its staff to any insti-
tution on any salary, emoluments or other terine and conditions which
Is or are less fuvourable to him than that or thuse to which he is entitled
to imraediately bLefore such deputation.

20f 1934, (5) The National Howsing Bank may, without prejudice to the pro-
visions of sectivn 34AA of the Reserve Bank of India Act, 1934, receive
ov take on deputation any cfficer or other employee from any institu-
ton including a housing finance institution for such period and on such
lerms and conditions as jt may think necessary in the interest of the
National Housing Bank.

44. (1) The National Housing Bank shall not, except as otherwlsa Obilga-
requived by this Act or any other law, divulge any information relating you w ve
to, or to the affairs of, its constituentg except in circumstances in which Bdality
It is, in accordance with the law or pructice and usage customary among  and

bankers, necessary or approprinte for the National Housing Bank to  ®scresy.
divulge such information,

(2) Every directar, memnber of a comunittee, auditor, advisar, 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 and secr2ey in the form set out in the First

Schodule to thiy Act.
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Dafects %3, (I) No act or proceeding of the Board or of any commlttes of
n the Nationul Housing Bunk shall he questioned on the ground merely
appotit. of the existence of any vucancy in, or defect in the constitution of,
taent the Board or the commitiee, ug the cuse may be,

not to

tnvall. (2) No act done by any person actling in good faith ag a director
dote of the Bosrd ur us a menber of a committee of the Nationul Housing
:l“' Bunk shall become invahd merely on the ground that he was disquali-
- lied to Le a director ur thut there was ony other defect in his appolnt-

ment.

Protec- 46. No suit or other legai proceeding shall lie against (e Natvonal
tion ot Housing Bank or any director or uny ofilcer or other employee of the
action Nauvonal Housing Bank or any other person authorised by the National
:‘k:’r Housing Bank 1o dischirge any functions under this Act tor any losa
de

the Act or damage caused or likely to be caused by anything which is In gnod
¢ . . . :
faith done or intended to be done in pursuance of this Act or of any
other law or provision having e foree of law.

Indem- 47. (1) Lvery director shall be indemnified by the National Houslng
tdty of Bank aguinst wll losses and expenses - ved by him in, or in relation
direc- to, the discharge of his duties, except guch as & Cauved by his own
tors.

wilful act or default.

(2) A director shall not be responsible for any other director or
for any ollicer or other employee of the Nutional Housing Bank or
for uny loss or expenscs resulling to the National Housing Bank froin
the insufilciency or deficieney of the value of, or tille to, any property
or sceurily acquired ov taken on behalf.of the National Housing Bank
or the Insolvency or wrongful act of uny debtor or shy person under
obligatlon to the Nationa) Housing  Dank or anything done in good
talth in the execution of the duties of his office in relation thereto.

Exemp- 48. Notwithstanding anything contained in the Income-lax Act, 1081, 41011941,
tion or any other enuctment for the time being in force relating to tax on

from incuine, profits or galns, the National Housing Bank shall not be liable

lax on to pay Income-tux or any other tax in respect of itg income, profits or

locoe. gaina derived.

Peaal- 49. (1) Whoever in any return, bulance sheet, or other document or

thes, In any information required or furnished by or under or for the purr

poses of any provision of this Act, wiltully maltes a statement which
is talse In any material particular, knowing it to be false. or wilfully
omits to make & material statemnent, shall be punishable with impri.
sonment for a term which may extend to three years and shall also be
liable to fine.

(2) 1f any person falls to produce any book, account or other docu-
ment, or to furnish any statement or information which, under the
provisions of this Act, It iy his duty to produce or furnish, he shall
by punbshsble with fine which may extend to two thousand Tupons
in respect of each offeuce and in the case of a continuing failure, with
an additlonu] fine which may extend to one hundred rupees for every

day during which the failura continues after conviction for the first
such faflure '
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(3) 1f any person—

(a) recelves any deposit in contraventlon of any direction
glven or order made under Chapter V; or

(b) Issues any prospectus or advertisement otherwise than (n
sccordance with section 35 or any order raade under section 80, as
the case tmay be;

he shsll be punishable with imprlsonment for a terig which may
extend to three years and shall also be Hable to fine which may extend,—

(1) In the case of & contravention falling under clause (a),
lo twice the umount of deposit recelved; and

(i) 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) 1t any other provision of this Act s contravened or .. any
defaull Is made in complying with any other requirement of thig Act,
or of any order, regulation or direction made or glven or condition
imposed thereunder, uny person guilly of such contravention or default
shall be punishable with fine which may extend to two thousand
rupees and where a contravention or deirult is a conlinuing one 4 with
further fine which may extend to one hundred rupees for every day,
after the first, during which the contravention or defuult continues.

50. (1) Where an offence has been committed by a company, every  Offences
person who, at the thue the offence was committed, was in charge of, by
and was responsible to, the company for the conduct of the busir.ess companies
of the company, us well as the company, shall be deemed to be guilty
of the offence and shall be Hable to be proceeded against and punished
accordlngly:

Provided that nothing contained in thlg sub-section shall render any
such person liable to any punishment provided In this Act, if he proves
thut the offence was committed without his  knowledge or that he
had exerclsed all due diligence to prevent the coemmission Jof such
offence.

(2) Notwilhslanding anything contulned in sub-section (1), where
an offence under thls Act has been commitied by a company and it
I3 proved that the offence has been committed with the consent or
connivance of, or Is allribytable to any neglect on the part of any
director, manager, secretary or other officer of the company, such
director, manager, secretury or other officer shall also be deemed lo be
gullly of that offence and shall be liable to be proceeded agalnst and
punished accordingly.

Explanatica.—For the purposes of thls sectlon—

(a) “company" rmeans any body corporate and Incluaes a nrm
or other ussociation of individuals; and

(b) “director”, In relatlon to a firm, meanea & naftner in the
firm.
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1. (I) No court shall take coguizance of any offence punfshable
under this Act except upon a complalnt in wrlting made by an officer
of the National Housing  Bank, generally or specially authorigsed In
wriling in this behalf by the National Housing Bank, and no court
other than that of a Metropolitan Magistrate or a Judicial Magistrate ot
the Arst class or a court superior thereto ghal] try any such offence,

(2) Nolwithstanding anything contalned in the Code of Criminal
Procedure, 1973, a Maglstrate muay, it he seeg reason so to do, dlupense
with the personal attendance of the officer of the National Housing
Bank fillng the complaint Lut the Maugistrate may In his discretion, at

any stage of the procecdings, direct the Personal at'endance of the
complainant.

52. A caurt Imposing any fine under this Act may direct that the

whole or any part thereof shall he applied in, or towards payment of,
the cost of the proceedinga

53. The Bankers' Booky Evidence Act, 1881, shall upply in relation to

the Natlonal Housing Bank as if it were a bank as defined in section
2 of that Act.

34. No provision of law relating to'the winding up of companies shall
apply to the Nationa! Housing Bank and thg Natfonal Housing Bank

shall not be placed in liyuidation save by order of the Central Govern-
ment and in such manner as {{ may direct,

335. (1) The Board may, with the pravious approval of the Reserve
Bunk and in consultation with the Central Government, by notification,
make regulations not inconsistent with this Act to provide for all
matters for which provision is necessary or expedient for the purpose
of glving effect to the provisions of thig Act,

(2) In particular and without prejudice to the generality of the fore-

fgolng power, such regulations may provide for all or any of the follow-
Ing matters, naniely; —

(@) the fees and allowances that may be pald to the dlrectors
for attending the meetings of the Board or its committees under
sub-section (5) of section T

(b) the thnes und places at which the Board may meet, and
the rules of procedure that may be followed In regard to the trangae-
tion of business under sub-section (1) of section 11;

(c) the number of rnerbers that the Executive Committee may
consist, the functiony that it may discharge and times and places
at which It shall meet and the rules of procedure that it may follow
in the transaction of business under section 12;

2ol 1974,
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debentures under clause (a) of sub-section (1) of sectlon 15;

(e) the manner {p which and the conditiong subfect to which

the Natfona) Houslng Bank may borrow i toreign currency updeg
sub-section (1) ot section 18;

(/) the form in which the Statements, mformntlon,clc., are to be
furnished under section 32;

(9) the special fund, reserve fund and other funds 1o be creat-
ed under sub-section (2) of gection 31;

(h) the forin and manner |p which the balance gheet and
dccounts shall be prepared and maintalned under sub-section (1)
of section 3y, K

(i) the duties ang conduct, salaries, allowances and conditions
of service of the officers and gthey members of glaff of the Natlonal
Housing Bank under section 43,

(j) the establishment ang malntenance of provident fund and
any other fund for the benefiy of oficery and other members of staff
of the Nationa] Housing Bank under sectlvn 43; angy

(k) any qgther matter which {g to be, or may be, prescribed.

(3) Any regulation which may pe made by the Board under thiy Act
may be made by the Reserve Bank, in consultation with the Central
Government, before the expiry of three months from the date of estab-
flshment of the Nationa] Housing Bank, ang any regulation so made

may be altered and rescinded by the Board in the exercise of its powers
under this Act.

(4) The power t, make regulationg cunferred by this section shall
Include the power tg give retrospective effect to the regulations o any
of them from a date ot earlier than the date of commencement of this
Act, but no retrospective effect ghall Le given 1q any regulation go as to
prejudicially affect the interests of 4Ny person to whom such regulution
may be applicable,

(5) The Central Government shall cauyse €vVery regulation or scheme nyde
under thig Act to be laid, as soon as may be after it is made , before each Houyse
of Parliament, while it g4 in Session, foy 4 total perjad of thirty days whijch
may be Camprised in one PESs10n or in gug or more Successive Sessions, and if,
before the expiry of the session imnediately following the scssion or the
Successive sessiong afm‘c:;aid, both Houses agree in making any modificatjop in
the regulation ¢r scheme or hoyy, Houses agree that the regulation or scheme shoy)g
net be made, 1}, regulaiicn o scheme shal) thereafte) have effecy only if gyl
rrodif jed form or pe of no effect, ag the case may be; so, howe\'cr, that any sych

madification Or amnulunit g, be without krejudice: to the validity of anyt! ing
Previously done under thisg regulation of scheme"
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Powst 0 57. It any difficulty aslses in giving eflect to the provislons of thi
remove Act, the Central Governwent may, by order, not Inconslstent with the
dim. provisions of thls Act, remove the diffculty;

culiles,

Vrovided that no such order shall be made after the expiry of o
veclod of three years from the commencement of this Act.

» FIRST SCHEDULE
See sectlon 44(2)]

DicLARATION GF FIDILITY AND BXCRECY

. do hereby declare that I will faithfully,
truly and to the best of my skill snd abllity ex¢ ule and perform the
dutfes required of me as director, member of the .........

commlttee, auditor, advisor, ofMicer or other employee (as the case may
be) of the Natlonal Houstdy Bank and which properly relata to tha
ofilce or position held by me in or in relution to the sald National Hous-
ing Bank.

I further declare that. I will not communicate or allow to be com-
municated lo any person not legally entitled thereto any Information
relating to the affairs of the Natonal Housing Bank nor will I allow
any such person to inspact or huve access to any books or documents
belonglng to or In the possession of the National Housing Bank and re-
lating to the business of the sald National Houslng Bank or the busincas
of any person having any deallng with the sald National Housing Bank.

Blgnod before me, (Signature)

THE SECOND SCHEDULE
(See section 56)
AMENDMENTS TO CERTAIN ENACTMENTS
PART 1
AMzNDMENTS 10 THx REStAVE BANK or INDIA Act, 1034
(2 or 1834)
AMENDMINTS

L In sectlon 2, after clause (ccc), the following clause shall be In-
serted, namely: —

“(ccec) ‘Nationsl Houslng Bunk' muans the National Housing
Bank established under section 3 of the Natlonal Housing Bank Aect,
1087;".
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| section 17,—

(i) after clause (4D), the following clause ghall be Inserted,
namely: -

“({DD) the making to the Natlonal Housing Bank of loany
and advances and generally assisting the National Housing Bank
In such manner ang on such terms a8 may be determined by
the Central Board;";

(1) atter clause (4G), the following clause shall be inserted,
namely:—

"(4GG) the muking of loans and advances to, and the
purchasing of bonds and debentures of, the Nationa) Housing
Bank out of the Nutional Housing Credit (Long Term Opera-
Hons) Fund established under section 46D;";

(lii) after clause (84), the iollowing clause shall be Inserted,
namely: —

“(8A4A) the promoting, establishing, supporting or alding in
the promolion, establishment ang support of any financta! {ngtl-
tution, whetlier ay its subsidiary or otherwise;”,

8. In the Explanation to sub-section (1) of section 42, in sub-clause
(1) of clause (c), after the words “or from the Reconstruction Bank",
the words “or from the National [ousing Bank” shall be in:erted.

4. After section 46C, the following section shal] be inserted, namely:—  Natioual
Hanslng

‘6D, (1) The Bauk shall establish and maintain a Fund to be  Credil
known as the National Housing  Credit (Long Term Operations)  (Long

-
Fund to which shall be credited every year such sums of money as O:)'c';um’)
it may consider necessary. Fund,

(2) The amount in the said Fund shall be applied by the Bank
only to the following objeccts, namely:--

(@) the making to the National Housing Bank of loans and
advances for the purpose of any husiness of the National Housing
Bank;

(b) the purchasing of bonds and debenturis {ssued by the
Natlonal Housing Bank.”.

PART It

AMENDMENTS TO THE BANKING REGULATION AcT, 1949
(10 or 1949)
AMRNDMENTS

. In section 5, after clause (ffc), the following clause shal] be insert-
«d, namely: —

*(ffd) “Natlonal Housing Bank” means the National Housing
Bank establisheq under tectlon 3 of the National Houstng Bank

Act, 1087},
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2. In oub-section (1) of sectlon 18, {n the Explanation, tn sub-clause
(#) of clause (a), atter the words “or from the Reconstruction Bank”,
the wotds “or trom the Natlonal Housing Bank” shall be inserted, .

8. In sectlon 34A, In sub-section (3), after tha words “the Recnnstruc-
tlon Bank”, the words “the Natlonal Housing Bank” shall bo lnserted.

4. In pectlon 38AD, in sub-section (3), after the worda “the Recons-
truction Bank”, the words “the Natlonal Housing Bank” shall be inserted.

8. In sectlon 56, under cluuse (§), In the Explanation, {n sub-clause
(1) ot clause (a), after the words “the Reconatruction Bank", the words
“the Natlonal Housing Bank" shali be ingerted.

PART I

AMENDMENT TO THM INwuysTRIAL DisPures Act, 1047
(14 or 147)
AMENDMENT

In ketlon 2, in clause (a), In sub-clause (i), ufter the words "the tn
dustiia]l Recomstruction Bank of India”, the words and figures “the Na-

ttonsl Housing Bank established under section 3 of the Natlonal Housing
Bank Act, 1987 shall be inserted. ‘

PART 1V
AMTDMENT 10 THE PAYMENT Or Bonus Act, 1068

(21 or 1065)
AMENDMENT

In seetion 32, aftey rvh-clause (f) of clauge (ix), the following sul-
clousa shall be inserted, nomely:.

“(f) the Natlonal Housing Bank;",
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Annexure III

Home Loan Account Scheme
Introduction

Yeur Rs. Croras
1989-90 1,000
199091 2,000
1991-92 3,000
1992.93 4,000
1993-94 5,000

2 Commerclal banks Wore to lend Rs.300 crores In 1989 and this Is expected to
increase over the next five years. Resources will also be available from UTI, LIC and GIC. Even

by kinaling and Sustaining the desire to own a house, which is strong in every individual, by

Home Loan Account (fILA)
3. Who can epen?

Any indivldual, major or minor, nt owning a house anywhere In Indla, can open a
Home Loan Account. The beneticiary will be required to give a declaration to the effect that
the account being oponed is the only account under the scheme and that she/he does not
already own a hcuse anywhera in India. In opening accounts for minors, parents/guardians will
be encouraged to open accounts in the names of girls first to provide social securily {o them.

3.U. Where to open?

The HLA of National Housing Bank can be opened with any branch, in India, of designated
scheduled banks. An account opeiied with a branch of scheduled bank can be transferred to
any other branch of the same bank. An account can also be transferred free of cost from one
bank to another Sank through mutual consent in case the member desires transfer of account
10 a place where the bank with which the account was opened does not have a branch.

d.1U Rate of savings

The principle behind HLA is that a member joining it will save as much as she/he can, for a
minimum period of 5 years. The schema is open-ended and a member, including a minor, is
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expecled o save reguiarly until she/he decides to acquire a house/flat. The minimum
conlribution is Rs.30 par month. To facilitate participation in the schame by all segments of the
communily, 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 respactively. The member will
have the option to vary her/his contribution as and when it is convenient for her/him to do so
butthe contribution will be in multiples of Rs. 10,

3. . Interest on savings

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
interost rate is subject to change in the event of revision of interest rates by the RBI.

3. v. How much to save?

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

Amount saved Approximale savings Amount saved Approximate savings
per month afler tive years per month after five years

Rupess Rupees Rupees Rupees
30 2,300 300 23,200

50 3,800 . 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 bear some relatlonship to the cost of
ploVhousestiat proposed 1o be acquired so that together with the loan contemplated under
the scheme, the membar's desira is fullilled. This will necessitate the member 1o assess the
ccsl 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 othar benafit under the scheme.

Defaults / Discontinuance

4. Regular payment on monthly/quarterly/half-yearly/yearly basis is the sine qua non of the
schema. If the member fails 1o make contribution for a continuous period of 12 calendar
months, the original date of opening HLA will be shifted forward by the pariod of default and
the minimum period of contribution will be extended correspondingly. In the event of a
member disconlinuing 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 10 save over.; period of years,
the amount required 1o be provided by her/him as margin money for any housing loan. Tha
accumulated savings can thus be set off against any margin requiremant 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 1o a housing facility and can be utilised only for building or buying a house or
tial. However, part wilhdrawals will be permitted, for paying registration fees for spacific
schemas or for purchasc of a plot allotted by a public agency or a co-operative housing society
or in any project financed by NHB subject to regulations slipulated by the concerned agency
for completion of construction of the house or flat within the specified period. Such payments
will be inade by the bank through cheque/draft in favour of the concerned agency. If for any
reason such as the account holder acquiring or inheriting one in the imeantime, she/he does
not choose to buy/construct a flavhouse after tive ycars, she/he may withdraw the
accumulated savings on complation of the said period of five years.

Eligibility for loan

6 L Under the scheme, after subscribing for a minimum perlod of tive years or
any time thereafter, the member will be eligible for a loan from the concerned bank
lo acquire a new housn/ilat. However, in the case of a minor, the loan will be admissible only
after attaining rmajority, subject to all othar conditions, especially the repaying capacity. In the
intervening pariod of five years frcim the commencement of the scheme, the bank will give
housing loans to members on a preferential basis, but on terms stipulated by the Reserve
Bank of India. Members will ba parnitted to withdraw the accumulated balance in the account

after five years, lor the purpose of acquiring a house/flat even if they do not avail of the loan
facility.

6. ii. The minimum period will be reduced lo three years in case the member Is allotted a

house/flat in any project financed by the NHB. In such a case HLA will be closed and
accumulated balance remitted by Cheque/Demand Draft fo the authority undertaking the
project alongwith loan amount, '

Amount of loan & Rate of interest

7. Tha maximum amount of loan to be glven by a bank unddr the scheme, after the
member subscribes for a minimum period of five years (orthree years, as the case may ba),

wlil be a multlple of the amount of accumulated savings (including up-to-date
interest) as follows:

Loan as a muttiple of Amount of Loan Rale of interest (%)
accunwlated savings (Rs.) per annum
4 times Upto 50,000 10.5
3 timas 50,001 to 1,00,000 12.0
2 limes 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 ¢ .
will, howaver, be limited 1o the repaying capacity of the beneficiary as assessed by the bank.
It may not normally exceed 2Y, time: tne annual income. Otherwise, there will be.no cailing on
the amount of loan.

Noteg

1. In order that the banelit of the loan is available 1o only regular savers banl}a may, at their
discrelion, fix a lowsr amount ul loan in case the savings in the later years are disproportionately
large as compared to savings in the earlier years,

2. In the case ol withdrawals permitted under paragraph 5 ubove the accumulated .savings will be
enhanced by the amount withdrawn, for the purpasae of fixing the amount of loan.

3. The amount of loan will be related 1o the accumulated savings uplo the tlime of obtaining a
housing loan, not just the balancu al the ond of five years.
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8 The rate or interest will by rslated to the amount of loan and is not on slab basis.
Different interest rates are prescribed keeping in view the repaying capacity of the lower
income groups and the tax concussions admissible to tha higher income groups. These rates
of interest are 1.5 to 2.0 parcent luwer than the present Interest rates charged by scheduled
banks for housing loans. The inturest rales will be subject to change by NHB in the event of
revision of interest rates by the RBI. :

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

10. To build contidence of the members in the scheme, NHB will ensure the grant of
loan by the bank subject to the bank salisfying itself with the credit-worthiness of
borrower. The scheme envisages an agreement betwean NHB and each scheduled bank for
mobilising savings on behalf of NHB and for providing loans by the bank.

Other conditions

11. {. 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 pariod has also been extended 1o 15 years. HLA
scheme will be an additlonal tacility with assured loan at a lower rate of Interest.

11. ii. The house/flat either acquired or built with the loan obtained under the scheme
cannol be sold for a period of five years after complstion or till the entire loan Is repaid,
whichever is later. Relaxation of this provision may be made by NHB in case of dire disiress
subject to such conditions as it may deem fit to impose.

12. Loans granled under the scheme are proposed 1o be covered by a Group Insurance
Scheme to protect the legal heirs from having to bear the burden of repayment of loan in the
ovent of the death of the borrower. Tha 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, foan disbursement, repayment of
instalments elc,

Income Tax concessions

14. The Government of indi. lssued notificatlon specifying HLA Scheme for
the purposes of Sectlion 80 C (now Section 88) of the Income Tax Act, 1961,
for the assessment year 1990-81 and the subsequent assessment years.
Accordingly, the savings under the schame would quality for tax concesslon. The
accrued interest trealed as reinvestad In the account will also be eligible for the concession.
Funher, savings madae on behalf of a minor child by a parent out of het(his income chargeable
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1o tax will qualify for the same concession. The repayment of principal of the loan will also be a
permissible deduction, upto Rs.10,000 per annum, under Caction 80 C (now Section 88).

Interest on the loan is eligible for deduction in the computation of income from house property
under Section 24 of the Income Tax Act,

Similarly, the amount of accumulaled savings under the schema togather with interast will be

exempt from Wealth Tax under Seclion 5 of the Waalth Tax Act, subject to the overall cailing
of Rs.5 lakhs.

18. As the scheme is open to all including minors and as withdrawals from the accounts will
arise only when the members actually acquirs a plothouse/flat, it is expacted thal there will be
continuous accretion of funds aduquate to meet the demand for loans under the scheme.
Howevor, when lending by a bank axcoeds the lotal savings mobilised under this scheme,

NHB will fill the resource gap at tha average lending rate of the respective bank under the
schemw in the pravious year.

16. Tha fundg available to a bank under the scheme will be kept separately and will
be used only for the purpose of leriding to members for housing! Initially, there will be a time-
lag betwaen introduction of the scheme and demands made on it for housing loans. In the
intervening period, those funds would bo utilised by the bank as refinance from NHB under
any approved scheme. The intention is that the balance resources will be utilised for giving
lcans lor land development and 1o industrias direclly connected with housing such as pretab
house plants, tile/brick makers and the lika, as per suitable refinance schemes formulated by
the NHB. As a consequence, thu resources mobilised through this scheme will lead to
augmentation/increase in the availability of land and the capaclty of industries providing
building malerials. Surplus funds which cannot be ulilised for any refinance scheme of NHB
will be lodged with the NHB,

Co-ordination with housing agencies

17. At the tima of opening the account, a member is required to indicate the Yikely place
where stia/he pri:ases 1o acquire residential accommodation and the size thareof. These
intentions wiil :acilitate appropriate physical planning for land and Infrastructure
subject to constraints like congestion, but there is no commitment by NHB to offer a
plovhousa/flal. Intending members of the scheme will be cautioned that demand for

plots/houses/liats in melropolitan areas will lake long time to fructify and, In some places, may
not be possibla at all,

The NHB will endeavour 1o fund projects of public agencies for acquisition and davelopmen!
of land including on-site infrastructure so as 1o augment the supply of bulldable land. Such
funding will be subject to the following conditions:

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

ii. in the land to be developed, not lass than half the area will be earmarked for smaller
plots of size less than or equal to 60 $Q.m.(100 sq.m. in rural areas). At the same time,
notlass than 75 per cant 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.

in. of the houses/flats to be built, not less than 75 per cent will have built-up
accommodation less than or equal to 40 sq.m. and no house/flat will have built-up
accommodation of more than 120 sq.m.
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HLA scheme is, however, opén 1o 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 facitity
undar this scheme.

18. Aller the introduction of the scheme, State Governments will be requested to advise
the State Housing Boards and other public ag ancies engaged in development of housing not
lo open any general registration scheme, that is, schemes for which land is not identifisd. As
and whan specific schemes for development of identified land or construction of housaes/flats
are taken up, these agencies may open specific registration schemes. Individuals who are
registered under tho existing general registralion schemes may be required to open Home
Loan Accounts before they apply for specilic registration schemes. NHB will endeavour to
evolve guidelings for prescribing eligibility conditions for such specific schemes in
consultalion with the Central and State Governments. Opening of a HLA may be prescribed as
one of the eligibility conditions for aliotment of a plovhouse/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 10 31.12.1988 and opeied HLA :
ii. others who have registered prior to 31.12.1988 :

lii. those who have registered on or after 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 calegory. .

20. Among the members of HLA scheme, allotment will be made strictly on the basis of the
month of opening the HLA, that is, those who open accounts In July, 1989 anywhere In

Indla, will have precedence over thosa who open accounts in August, 1989 and so on. A
cerlificate from the concerned bank will be required to be submitted for this purpose.

21. Spacial efforts will be made 10 clear the back-log of registration of the public agencies
under their existing schemes, with a view 1o enabling the members to acquire
plots/housest/flats as scon as possible after they have saved monaey for five years.

A national scheme

22. The scheme may evenlually replace all the existing savings-linked housing loan
schemes by banks becauso the Home Loan Account Schema will have nation-wide
éppeal. Individuals participating in such savings schemes will have the option o transfer their
accumulated savings to this scheme but the dale of opening HLA will be the date of priority.
Individuals participating In similar savings schemes of Housing Boards or other agencies may
also transfer their accumulaled savings 1o HLA on conditions 10 be decided on the merits of
each scheme. The National Housing Bank will thus emerge as a calalyst tor stimulating land
development and house construction throughout the country though it does not engage
itsell directly in these activities. The scheme, wilh the assurance of a loan o the membar, has
the potential of becoming a sell-tinancing mechanism for the houslng sector.
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Annexure TV

Guidelines for Housing Finance Companies

The National Housing Bank was eslablished on July 8, 1988 under the National Housing Bank
ACl,19€7 as a principal agency to promote housing finance institutions and to provide financial
and other support to them. The NI is kaen that not only nore housing finance institutions
should come up but also that they should be sound, healthy, viable and cost elfsctive.
Accordingly, NHB has evolved the following guidelines for promotion of housing finance
companies(HFCs) in the privale and joint sectors. Only those HFCs which conform to these
guidelines would bg eligible for financial support from NHB,

Organisation and main activity

2. HFC should be a public limited company farmed 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 ol loans lor housing.

Minimum pald-up capital requirements

d HFC should normally have minimum paid-up capital of Rupees one crore 1o be
subscribed in the following proportions and Maintained at all times:
not less than
I. Promolers' contribution 30%

i. Scheduled banks/public financial institutions/ 20%
GovernmenVHFCs approved by the NHB
Notes : a. IfHFC is unabis 10 securs wquily participation as stipulated at (i), promoters' contribution
should not be less than 50 per cont of the paid-up capital.
b.  Participation by the scheduled banks is subject to directives issusd by R8I,

c. Prior approval of NIHB should be obtained be:fore one HFC contritutss to the equity of
another HFC.

4. On merits of each case, NHB will consider participalting in equity of HFC 1o the exteni of
20 per cent of its paid-up capital.

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

i. HFC should not be a subsidiary of a construction company.
iil. HFC should not have or promole, as its subsidiary, a construction company,

iv. Chairman, Managing Director or any whole-time Director of an HFC should not hold any

of these offices in a construction company with which HFC's promoters may be
associaled or vice versa.

NHB may relax, at its discretion, the conditions stipulated in this paragraph in the case of HFCs
which have equity participation by scheduled banks etc. mentioned in para 3 (ji) above.

Board ol Directors

8 Normally, the bank/financiai institution/HFC/Government having equity participation will
have its nominees on the Board of HFC. If for any reason, such Directors are less than two in
number, the NHB will have the right to nominate two Directors on the HFC's Board. In the case
of HFC which is unable to secure equity parlicipation as stipulatad at para 3(ll). NHB will have
the right 1o nominate two Diractors on HFC's board. The appointment of HFC's Chief
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Executive will also be subject to NHB's prior approval. HFC's Memorandum and Adicles of
Association should contain a provision o this effect.

Borrowings

7. HFC's total external borrowings whother by way of deposits, issue of dobentures/
bonds, loans and advances from banks or from financial and other institutions bul excluding
any loan obtained from NHB, should not exceed 10 to 15 times thair net owned funds i.e.
paid-up capilal and free reserves less deferred revenue expenditure and intangible assels.
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

8 HFC should salisfy such criteria as may be prescribed by NHB.

Acceptance of deposits

8. HFC should mobilise resources mainly by way of deposils from households with minimal
reliance on borrowings from institutions. Sinca housing Ioans are for relalively long periods, it
is also nocessary that there is no undue mismatch between the duration of deposits and the
lending portfolio. Under the Housing Finance Companias (N11B) Directions, 1989, issued on
June 26, 1989 HFCs can accepl a deposit of money from the public repayable after a period of
more than twenty four months but not later than eighty four months from the date of
acceptance or renewal of such deposit at interest rate not exceeding 14 per cent per annum.

In the case ol a deposit receivable in instalments, its period will be computed from the date of
receipt of first instalment.

Loans

10. The main objeztive of promoting HFCs is 1o make access to Institutional linance for
home-seekers easier. The buik of HFC's lending should, therefore, be directly to individuals

or groups of individuals. Their molto should be to render quality service to individual
households. '

Lending rates

11. HFC's interost rales on housing loans should be as prescribed by the Reserve Bank of
India 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

The rate of int-arest will bu rulated to the amount of loan and is not on slab basis,
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12, Front-end charges ingluding application or registration fee, processing toe,
administrative tee, out-ol-pocket expenses in connection with tachnical inspection and any
other fee, charge or expense, under whatsoever name, should not exceed 2 per cent of the
loan. There should be no minimun amount prescribed under any head. Document
registration charges, stamp duty, etc. are not included in the front-end charges.

Administrative cost

13. 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
ot loan is on account of sale of *he housing unit tinanced or there is reason to beliave that the
prepavment is made 10 secure some undue advantage.

Auditors

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

Security for depositors

16. Every HFC should maintain in the form of liquid assels (with-a scheduled bank and/or in

unencumbered appraved securilies) al leasl 10 per cent of ils outstanding deposits, on a day .

lo 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 consullation with the Reserve Bank of India under
Section 58 A of the Companies Act 1956 (1 of 1956).

Financlal assistance from NHB

18. NHB exlends o eligibie HFCs refinance facilities under schemes announced from time
to tima. At present, NHB provides 100 per cent refinance in respect ot housing loans for
acquisition/construction of new housing units with built-up area not exceeding 40 sq. m. or
cost(including cost of land) not exceeding Rs.1.5 lakhs. 100 per cent refinance is also
provided for housing loans upto Rs.30,000 for upgradation and major repairs.Further, the
NHB has powers to grant ad-hoc financial assistance to HFCs to meet short-tarm gaps in
resources. NHB will gradually extend the Home Loan Account Schema 1o all eligible HF Cs.

NHB will also refinance Land Develepment & Shelter Projects financed by HFCs under NHDB's
guidelines.
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Tax concessions

18. In respect of each housing finance company, which is approved by the Central
Government for the purposa, the following tax concessions are available;

i

i.

i,

iv.

For housing finance companles ;

A public company formed and registered in India 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, can create a special resarve within an amount not
excaeding 40 per cent of tha total income and, such a reserva is admissible as a
deduction in computing income chargeable to income tax under the head Profils &
Gains of Business or Profession vidde Section 36-(i)(viii) of the Income Tax Act.

For investment by an individual or person In shares of housing finance
company :

a. Investments in the new aquity shares of such companies, whose cost of
acquisition in the aggregate does not exceed Rs.25,000 is eligible for a tax rebate
under Section 88-A under the Income Tax Act. The rebate from the tax payable
will be equivalent of 20 per cent of the cost of such shares.

b. Dividend received on shares of housing finance company will quality for a
deduction of upto Rs.13,000 under Saction 80-L of the I.T.Act {along with other
eligible deductions).

For deposits placed with housing finance companlies :

a. Deposits with or investments in any bonds issued by such companies from
income derived from property held under trust wholly for charitable or religlous

purposes, qualify as an eligible mode of investment under Seclion 11(5) of the
LT. Act.

b. Deposils made with such companies are exempt from Wealth Tax under Section
5(1)(xxvii) of the Wealth Tax Act within the overall ceiling of Rs.5 lakhs specitied
therein.

C. Interest on deposits by an individual or parson with such companias will qualify for

deduction of upto Rs.10,000 per annum under Seclion 80-L of the I.T. Act {along
with other eligible deductions).

For loans taken from housing finance companies :

Repayment towards the principal amount of loan taken from any housing finance
company for housing purposes is eligible for a tax rebale under Section 88 of the
I.T.Act upto a limit of Rs.10,000. Subject to the aforesaid ceiling , the rebate- froin the
tax payable- will bg equivalent to 2C par cent of the amount repaid. The interast
payable on the housing loan is a deduclible expanse under income from house
property under Section 24 of I.T.Act.
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Guidelines for Land Development & Shelter Projects
Professional Developers

1. Nalional Housing Bank has formulatad guidelines for Land Devalopment and Shelter
Projects by public agencies in April, 1989, Housing Finance Inslitutions, 1o be proimoled and
reguiated by the NHB, will be expected lo pay altenlion to meel the credit needs of public,
Co-operalive and private agencies engaged in fand development and housing construction.
The guiding principle is to counteract speculation and facilitate ihe supply of serviced land for
housing. Recognising the important role of the developers in housing, NHB has now

formulated guidelings for financing land development and shelter projects by the professional
davelopars.

2 The developers may undertake projects of land development either for plotted
development or for group housing or a mix of both i.e. individual plots and group housing
pockets. Integraled projects for land development, which include land acquisition, on-site
infrastructure and appartioned cost of off-site infrastructure(wherever necessary) only will be
considerad. Proposal for land acquisition alone will not be entertained.

Generul

3.1 Land development and sheller project will be financed only on such land as Is in
physical possession of the developer wilhout any encumbrance and encrcachmant,
Projects can also be considered where the land is being procured through negotiations
and understanding of sales has beeni reached. The cost of land, if it has 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 sheltar projects, the developer
will ba required 1o give praferzntial allotment of plots devcloped or houses built, to the
inembers of the Home Loan Account(HLA) Scheme of the National Housing Bank, at
predelermined prices. Among the mambers of HLA, allotment will be made strictly on
tha basis of the month of opening the LA, that is, those who opened accounts in July,
1988 anywhere in India, will have precedence over those who opened accounts in

August, 1989 and so on. A certificate trpm the concernad bank will be required lo be
submitted for this purpose.

3.3 The developers will ba free to sell the developed plotsthouses/flats to the extent of not
more than 20 par cent of the saloable land as approved in the project or not more than
20 per cent of the total built-up space, whichever is less, subject to the condition that
the developers will simultaneously develop the whole area or construct all the dwelling
units. The plovhousestllats on the balance 80 per cent of the saleable land or 80 per

cent of the built-up space shall be sold at pre-determined prices o be approved by
NHB at the time of appraisal of the project.

3.4 Preleranca will be given to projects lor lund development and housing with smaller size
of plots/dwalling units, preferably in small and medium towns.

3.6 The proiect proposal should have the approval of the planning and local authority,
vierever applicable, and be in line with the proposed developmant of the area.

3.8 Projects of only those developers, who engage qualified professionals required to

execule the project will e considered. Appropriata parameters and technology should
be adoplud to economise the cost of Infrastructure.
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3.7 investment in land development and housing projects should be time bound 1o ensure

3.8

39

lower costs to the beneficiaries. Normally, a period not excoeding three years Is
envisagad. Construclion of housas, where taken up, Is expacted to commence as soon
as possible after the land bacomes 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, however, it is expected to ba adhered to through strict

monitoring. Projects not executed according to agreed time schedule will attract higher
rata of interest on loan.

An open advertisement will be inserted by the developars in the local newspapers
inviting members of HLA and othaers to apply tor allotiment. Members of HLA will have
first preference for allotment. Where sufficient numbar of members of the HLA do not
apply for allotment, tha developor will be frae to sell the ramaining plots/houses/flats
to the general public, who apply for the same, by draw of lots. but al the pre-
detarmined prices, in consultation with the tinancing institution.

During the construction of projact, a display board at site should prominently indicate
that:
The project is financed by
Bank/HFI
Under National tousing Bank Scheme
for the members of the HLA Scheme of NHB.

Layout pattern

4.1

142

Nurinally projects with a construction of 20 dwelling units or more will be considered for

financing. Preference will be given to a project on land allotied to a davelopar by the
public agencies and where trunk/peripheral infrastructurs is availabla.

In the tand to be davelopaed, at least 75 per cent of the plots should be of size less than
or uplo 60 3g.m. per dwaelling unit and remaining 25 per cent of the plots may ba more
than 60 sq.m. and no plot shall normally ba more thian 200 sq.m.The size of 60 sq.m.
of plot can be relaxed marginaily so lcng as the overall cost of the plot does nol 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 and cost of
land, for the projects to be taken up in rural, hilly and tribal areas and in smali and medium
lowns, the proportion of the lower size plols may be relaxed so long as the average slze
of the plots is not more than 100 sq.in. (relaxable margmally, if the average cost of plot
does not exceed fs. 75,000).

4.3 The mix of plots/houses proposed in the project, should have a wide range of different

Sizas so as to caler to households of ail income lavels.

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

land under eacn use
saleable
residantial, work places, schools, institutions, 65 — 70% minimum
shops, cornmunity places elc.
non-saleable
roads, pedestrian paths, drains, 30 - 35% maximum
public and semi-public open spaces.
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Infrastructure provisions

8l

5.2

5.3

8.4

Minimum acceptable standards should be adopted using appropriate technological

duvelopment in planning, design and use of materials so as 10 keep the cost within
atfordabile limits.

The approach of providing sarvices on incremental basis may also be considered,
whurever technically feasible and linancially sound. The initial cost of services may be

kept low by providing basic minimal leval of infrastructire which could be upgraded
over a poriod of time.

Infrastructure provisions should Le in conformity with the master plan/interim
development plan, if any.

Viterever the intrastructure is linked with external source/natwork such as waler supply,
sewage disposal, eluclricity etc., a cartificata from the appropriate authorities regarding

their availability within the time framo and cost will be required, which can be included in
the project cost.

Coustruction of houses

6.1

6.2

64

Along with area development, sheller component may also be included in the pruject
with the following criteria :

i. Every dwaelling unit should have access to waler supply and loilet facilities.

i. Usae of appropriate, innovative and cost effective building materials and construction
technology and ellicient structural dasign will be ancouraged.

iii. Use of building materials based o agricultural or industrial wastes and those which
replace or subslantially reduce thu usa of timber will bo preferred.

75 per cent of the dweiling 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 lima, 50 per cent of the net buill-
up area should bu allocated to the small dwelling units.

Minimum density of 100 dwelling units per hectare (125 dwelling unils per hectare. in

metropolitan citics with population of mora than 10 iakhs) will have to ba achisved. Low-
rise high-dansity development wi!! be preferred.

The above guidalines will be applicatle to all land development and sheiler pro]ecté wilh
land area measuring two hectares and above. For smaller plots, measuring less than two
hectares in area, flexibla norms, within reasonable limils, can be adopted to respond to
the special needs or the potential of the neighbourhood.

Pricing

7.1

The pre-determined prices will ensure a fair return on Investment by the developer. The
prices charged Irumn the bunuficiaries shall 1ot include any speculative element, i.e.
they wouki ba based on the documented price of land ‘or current registration pricea or
prico fixod by the Roglstration Depanment for purposas of payment of stamp duty
(supported by relovant certificate), cost of construction as f.er specificalions pre-
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delermined, appropriate escalation during the project period, cost of funds and a
reasonable profit inargin. No increase on tha pre-delermined prices will be allowed.

7.2 At the time of approving the predetermined prices for various categories of houses/
fiats, NHB may insist on an element of cross subsidisation in favour of smaller units
without affecting the overall financial viability of the project.

Financing of Project

8.1 National Housing Bank will finance the developer through a bank/HFI. NHB will finance
the project upto 80 percant of the project cost(para 3.2). The loan will be released in
stages according to the progress of the work after the developer has invested his own
share of investment i.a. 20 percent of the project cost. Funds will be made available by
the bank/HF} to the developer in the form of loan, for the project period (which will ba
three yoars, including the period required for allotmoent and handing over). All such

loans by the bank/HF! will be lully refinanced by NHB. The Icans will have 1o be fuily
sacured.

8.2 The loan for Individual compongeni/units whetner serviced plots, constructed dwelling

units, will be charged interest rates in accordance with the interest rates struclure
prescribed by the Reserve Bank of India from time to time. Rates of interest w.e.f.
Saptember 22, 1990 are °

Amount of loan * Rale of interest (%)
Uplo 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 R3.25,000 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 lending ratv structurs ralates to the aggregate loan for each unit which the
agency avails lrom HUDCO, other HFI's and scheduled banks. The rate of interast will
bu related to the amount of loan and is not on slab basjs,

8.3 On complalion of project, Thé plots/houses will be sold 1o the allottees on outriglii sala
basis. The allottees can avail of loans from any agency lhey like, even at lower rates of

interest. For exampls, 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.1,00,001 to Rs.2,00,000 13.5
more than Rs.2,60,000 14.5

Savings under HLA schemo carry interasl rate of 10 per cent. The differsntial is, thus,
only half a percent. Further, a concessional rate of 10 por cent will be charged for
housing loans vuplto Rs.7.500 taken by aconomically weaker sections,

84 Il'the amount of loan undor the HLA scheme Is not sufficient, banks/HF|s may provide a
Supplementary loan ai the - aie of interest prescribed by RBI for normal housing foan as
given 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 allcttes is not a member of HLA or Is not eligible for
loan under HLA dua 10 et having completed the minimum period ot subscription 1o
HLA, the bank/HF I with whom the HLA has been opened, will sanction a housing loan at
the rale of interest prescribad by R8BI for normal housing loans. All such loans will also
be fully refinanced by NHB. The luan so sanctioned to the allotiess will be adjusted
against the loan made to the daveloper. Thereafter members will be responsible for
making regular repayment of their loan and interest thereon to tha bank/HFI.

85 The plots developad/houses built under the scheme cannot be sold for a period of five

yoars after taking possession. This provision may be ielaxed in case of dire distrass
subject to such conditions as may ba deemed fit to be Imposed.

Operation & maintenance

8. The project reporl 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 showu be carefully worked out

and supported with CPM/PERT chart or Bar chart with appropriate linkages, showling the
physical progress and investment pattern.

Organisational and managemert requirements

11. Delails of the exisling organisation and of manageriai capacity and capability should be
incorporated in tha project report.

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

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

ii. 80 per cent of devoloped land/built-up space will be sold with preferential aliotment to
members of HLA schemae of NHB at pre-determined prices.

ii. 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 buiit-
up accommaodation 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 oiher relevant information required for preliminary appraisal of the project.

i. Detailed project report may ba sent with detailed fayout and designs, duly approved by
planning and Ical authority wherever applicable, dusign brief, cost estimates, pricing,
PERT/CPM/Bar chart, organisational structure, cash flow, and other relgvant details 1o
enaule complete appraisal of the project.
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Annexure VI

Main Features of Ownership Flats Act

Liabilities of Promoter

of such flats, be liable to give or produce, or cause to be
given or produced, the information and documents as provided
in the Act. The provision -applies whether all or'some of
the flats are to be taken or are taken on ownership basis.
Under the Act, a . Promoter, who constructs or intends

to construct such block or building of flats has- to make

ted. It is a condition precedent that the title has to be
duly certified by an Attorney-at-Law, or by an Adovcate
of not less than three years standing. Under the Act, the
promoter has to make full and trye disclosure of all encum-
brances on the land, including any right, title interest or
claim of any party in. or over such land. The promoter
has to give inspection within scven days of the notice of
demand, of the plans and specifications of the building
built or to be built on the land. It is a condition precedent
in this behalf that the plans and specifications should be
approved by the local authority by which' he js required
0 10 get approved under any law for the time being in
force. The promoter has to disclose the nature of fixtures,
fittings and amenities including the provision for one or
more lifts provided or to be provided. If the promoter
is himself the builder the promoter has to disclose on reason-
able notice or demand, the prescribed particulars as respects
the design and the materials to be used in the construction
of the building. If the promoter is not himself the builder
the promoter has to disclose On reasonable notice or demand
all agreements entered into by him with the architects
and contractors regarding the design, materials and construc-
tion of the building.  In this behalf it is provided that where
there is no written agreement inhe details of all agreements
should be disclosed. Under the Act, the promoter has to
specify in writing the date by which the pnssession of the
flat is to be-handed over and he has to hand over such
possession accordingly,  The promoter has to prepare and
maintain a list of flats with their numbers -already taken
or agreed to be taken, and the names -and addresses of
the parties, and the price charged or agreed to be charged
therefor, and the terrms and conditions, if any, on which
the flats are taken or agreed to be taken. The promoter
has to state in writing, the precise nature of the organisa-
tion of persons to be constituted and to which title is to
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Maharashtrq Ownership Flats Act, 1963

be passed, and the terms and conditions governing such
organisation of Persons who have taken or are to take the
flats. The Act provides that the promoter should not allow

is duly given by the local authority. It is also provided
in the Act that no person shall take possession of a flat
until such completion certicate has been duly given by the
local authority, The promoter has to make a full and ture
disclosure of a| out-goings including  ground rent, municipal
or other local taxes, taxes on income, water charges, electri-
city charges, revenye assessment, and interest on any mort-
gage or other encumbrances. Under the Act the promoter

Charge. The Rules made under the Act provide that the
Promoter should produce the original document before the
persen intending to take or taking one or more flats, Such
Person can ask the promoter alj relevant questions for seek-
ing further information or clarification in respect of any
document or matter required to be disclosed, produced
or furnished. The promoter shall be legally bound to answer
all such question to the best of his knowledge and beljef.
In the matter of disclosure of the outgoings by the promo-
ter, the Act provides that }e shall state the basis on which
any estimated figures or other information ijs given.  The

land one which the flats are constructed or are to be const-
ructed, which are in the promoter's possession or power.
The other documeats which are also to be so given are
the title certificate by an Attorney-at-Law or an Advocate
referred to above, the documents relating to encumbrances
on such land, the plans and specifications of the building
built or to be built on the land, a list of ‘fixtures, fittings
and amenities including the provisions for lifts provided .
or to be provided for the flat, a list of flats which are -
already . taken or agreed to be taken, and the names and
addresses of the, parties, and the price charged or agreed
«0 be charged therefor, and the terms and conditions, if
any, on which the flats are taken or agreed to be taken,
and a list of all outgoings as referred to above and the
basis on which any estimated ‘figures or other information
is given to the person intending to take or taking the flat.
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Main 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 per
cent 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 be
annexed to such agreement the prescribed documents or
the copies thereof. The agreement inter alia 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 to
the plans and specifications approved by the local authority
where such approval is required under any law for the time
being 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 constituted of the persons who
have taken or are to take tnhe flats, the nature, extent
and description of the common areas and facilities, the
nature extent and description of limited common areas
and 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 the
apartment is intended and 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
under section 53A of -Tran:ier of Property Act or suit for

Specific 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 towards
the 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
on any mortgage or other encumbrances. The pronioter has
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to hold moneys for the purposes for which they were given
and it is his obligation to disburse the moneys for those
purposes. The Act cuntains provisions as respect the responsi-
bility for payment of outgoings till property is transferred
to 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 over
flats ‘or are to take over flats sums for the payment of
outgoings even thereafter, has to pay all outgoings until
he transfers the property.  The outgoings would include
ground rent, municipal or other local taxes, taxes on income,
water.’ charges, electricity charges, revenue assessment

and interest on any mortgage or other encumbrances, if
any: i .

Cépsent of flat Purchasers necessary for Additions and
Alterations

After 1the plans and specifications of the building as
approved by the local authority are disclosed or furnished
to the person who agrees to take one or more flats, the
promoter is prohibited from making any alterations in the
Structures described therein in respect of the flat or flats
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 other
alterations in the structure of the building, and from construc-
ting any additional structures, without. the previous consent
of all the persons who have agreed to take the flats. The
Act provides, a period. of one'year from the date of handing
over possession for brihging to the notice of the promoter
the defects in the building or material used, and the uniutho-
rised charge in the construction. In cases in which the
uefects and unauthorised changes are rectifiable, the promo-
ter has to rectify the same without further charge to the
persons who have agreed to take the flats. In other cases
such persons would be entitled to receive reasonable compen-
sation. for such defects or changes. The Act has made
provislons for reference of disputes as regards such defects

and changes and compensation payable, for decisions by
Arbitrators.

Failure to Give Possession

The Act provides that if the promoter fails to give posse-
ssion,of a flat duly completed by specified or further agreed
date *or ‘if the promoter for reasons beyond his control and
of his agents' control is unable to give possession of the
flat by specified or further agreed date and a period of
three months thereafter, or a further period of three months
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main _reatures 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 a*
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
this 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 arganisation
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 properfy to the provisions of the
Maharashtra - Apartment Ownership Act, 1970, then and
in such case it would not be 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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his title and convey to the organisation of persons whn
take flats, his right title and interest in the land and building.
The conveyance has to be made either to a Co-operative
society or a company or an assoctation of flat-takers or
dpartment owners, and if no period for the execution of
the conveyance js agreed upon, within four months from
the date on which the co-operative society or the company

is registered or, as the case may be, the association of
tlat-takers js duly constituted.

Flat Taker's General Liabilities

Under the Act, a flat taker has to pay his proportionate
share of the Municipal taxes, water and electricity charges,
ground rent (if any) and other charges in accordance with

formatioij of such society or company, as the case may
be. Under the Act, contravention of these provisions by
the flat-taker s made punishable with fine.

Withholding etc. of Essential Supply or Service

The Act provides that no" person who js g promoter or
a person in charge of Management or connected with the
Management of a block of building of flats, or responsible
for the maintenance thereof shall, without just and sufficient
Cause, either by himself or through any person, cut-off,

block or ‘building of flats, whether such charge held or
connectioq' existing is as member of a managing committee,
director, secretary or otherwise. In the Act provision exists
for makiﬁ‘é an application to Court for restoration of such
supply or service. Court would make enquiry and issye
orders.  Continuance of the default, after the date specified
by the Court for restoration of supply or service may entail
punishment with daily fine. Under the Act, the Applications
for restoration of Supply or service have to pe made (a)
in Greater Bornbay, to the Court of Small Causes, Bombay

) in any area for which a Court of Smalj Causes is and
(c) elsewhere, to the Court of the Cjvil Judge (Senior Djvj-
sion). No appeal lies from an order made on such application.
But, in Greater Bombay a bench of two Judges of the Court
of Srnali Causes, Bombay and elsewhere the District Court

)
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ma; for the purpose of satisfying itself that the order made
was according to law, call for the purpose of satisfying
itself that the order made was according to law, call for
the case in which such order was made and pass such order
as thought fit. Under the Act, cutting off, withholding,
or in any manner curtailing or reducing any essential supply
or service enjoyed is nade punishable with imprisonment
upto three months or with fine or with both. .The Act
has clarified that essential supply or service includes the
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
service shall include acts or omissions attributable to the
manager on account of which the essential supply or service

is cut off by the local authority or any other competent
authority.

Offences.-Failure of the promoter without reasonable
excuse to comply with any provisions of the Act and the
Rules and, contravention by the promoter of any provisions
of the Act and Rules are made punishable under the Act.
The Act provides that a promoter who commits criminal
breach of trust of any amount advanced or deposited with
him for the purposes mentioned in Section 5 of Act shall
be punished with imprisonment extending to four years,
or with fine, or with both. The Act further provides that
if the person committing an offence under this Act is a
company, every person who at the time the offence was
committed was in charge of, and was responsible to the
company for the conduct of business by the company, as
well as the company, shall te 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,
except where otherwise pro ided, shall be in addition to
the provisions of the Transfer of Property Act, 1882, and
shall take effect notwithstanding anything to the contrary
contained in any contract. ’

Flats Already in Existence-and Housing Boards

As respect flats which on the commencement of the
Act have already been constructed, or converted, the provi-

sions of certain section of the Act apply with certain modifi-’

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