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NATIONAL
HOUSING BANK

By Speed Post / email
HO/DOS/DAK/2025/046%3
July 16, 2025

The Managing Director
Saral Home Finance Limited
117, South Extension Plaza Il
209 Masjid Moth

New Delhi- 110049

Sir,

Inspection of Saral Home Finance Limited, as per the provisions of the National Housing
Bank Act, 1987 - with reference to its position as on 31-03-2024

Please refer to our Supervisory Letter dated May 05, 2025, and your response thereupon.
After examining the response submitted by Saral Home Finance Limited, the Company is
advised to ensure compliance as specified in Annexure 1.

Several observations are of the nature of continued non-compliance on the part of the
company and no concerted effort has been made by the company to resolve the same. In view
of the above the company is advised to disclose, in the notes to account of the balance sheet
as well as on the website of the company, the following adverse remark of NIHB in terms of
Para 16.1 of NBFC-HFC (Reserve Bank), Directions, 2021 “During the Supervisory lispection
conducted by NHB with reference to the position as on 31-03-2024, multiple observations have been
highlighted which are of the nature of continued non-compliance on part of the conpany with respect
to NBFC-HFC (Reserve Bank), Directions, 2021 and the Master Direction Know Your Custoner
(KYC) , Direction 2016 and no tangible effort has been made by the Company to resolve the same”.

Further, the Company is also advised to ensure continuous compliance with the Directions/
Guidelines, etc. as applicable.

Yours faithfully
Skt

(Sourav Seal)
CGeneral Manager

#Tred Fedie & 3iavia difdfa® e Statutory Body under the Government of India
3ae 4RI R : F?mfr_ Fiforor, alfed oS ffegr, wu AR SIS, Mumbai Regional Office : 3rd Floor, Bombay Life Building, 45 Veer Nariman Road,
I, g - Yoo 009 GYHI : 022-2244 94K0-E2  Fort, Mumbai - 400 001 Phone : 022-2285 1560-62
BT : 099-EY Rozo T : romum@nhb.org.in Fax : 022-2285 1568 E-mail : romum@nhb.org.in

“Aep o=l H TSIAR &1 XaP1d Gdr2”




e diee / $ASERT
/2 AT/ 2025/ (014, 6 3.3

16 JATE, 2025

117, ®ATIH THFAEH AT 11
209 wiFs= wra
2 fR=T- 110049

Hz \IQ,

&2
atvgree et Adeor el il s RRe, 31-03-2024 Fr woT Rufa & da+t # -
FHATGHIT T

PG gAR 1 05 77, 2025 & Y3l U 3R 39 W AT 7T 310 IR 7 geiicn $H | T
21 BRI Rt e gRI URgd IR $1 it & a1e, U & sigoad | § FAfdy srhures gfHfda
H P e foar ST g

&3 femfml But ot 3R | FARaR MR- ure &t UHia B € 3R Hu-l gRI S §d & & AU
I3 oG Targ el foar a1 &1 SWRITd & HETeR S B Sy e & e & 3R | g S|
! JeEge R, Teundl-ueEund (Red §), AEw, 2021 & W1 161 F Goof A wges @
Frofifea ufdea fewft o1 gara e @ 9arg 4 Sl §; "31-03-2024 & RUT & Ferf 7
TFTEE] g7 1950 770 gf3E} [Fdlerr & g e 1Rl ) IR 1597 7 8 Wil gIeine
T (Red 83, 9% 2021 SV HIRET 73 3197 TE® &1 G AR ), 19692016 & Gae
ﬁwm?a?&ﬁv#ﬁwv%mm&?wﬁ&??ﬁvw#mﬁﬁﬁ%ﬁmﬁm
TRy T g mar g /

3G 3raal, HU-l B ag 1Y g < ol ¢ fs ag er g ara R/ Renfaden enfg @t Par




Annexure I - Based on the compliance submitted by the Company - Recommendations /

Advisory on Contraventions / violations of regulatory provisions

S.No | Provisions | Observations

| Recommendations/Advisory

Master Direction - Non-Banking Financial Company - Housing Finance Company (Reserve
Bank of India) Directions, 2021 and NHB Act 1987,

i Section
34(2) of
NIB
Act, 1987

It shall be the duty of every director or member of
any committee or other body or any person for
the time being vested with the management of the
whole or part of the affairs of every [housing
Jinance institution which is a company] or other
officer or employee thereof to produce to the
inspecting authority all such books, accounts and
other documents in his custody or power and to
Sfurnish that authority with any statement and
information relating to the business of the
institution as that authority may require of him,
within such time as may be specified by that
authority.”

The Company did not share proper loan
files, data dump, statement of loan accounts,
disbursement memos, etc. with the
inspection team to verify the loan disbursal
figures of FY 2023-24 despite reminders.
Only few incomplete files were shared
which is a continued non-compliance by the
HEFC.

Further, the following
documents/information were also not
provided to the inspection team for

verification:

» DBoard resolution w.r.t. issuance of
class A shares during FY 2023-24.

» DBoard minutes & Board approved
policies including [T policy.

> Data for capital adequacy and capital
planning.

» Signed copies of trial Balances.

» The break-up of standard assets in
SMA (0,1,2) and NPA based on days
overdue.

Documents regarding credit data reporting
to CICs etc.

The observation
highlighted by NHB in its
supervisory inspection for the
positions as on 31.03.2021,
31.03.2022, 31.03.2023 and the
same is a continued non-
compliance on part of the HFC,

The Company is advised to
ensure strict compliance to
Section 34(2) of the National
Housing Bank Act, 1987.

2 Para 4.1.16,
41.17 and
4.4

“Housing Finance” shall niean financing, for
purchase/ constriction/reconstruction/
reniovation/ repairs of residential dwelling units,
which inter-alin includes Loans to individuals for
purchase of plots for construction of residential

The observation was
highlighted by NHB in its
supervisory inspection for the
positions as on 31.03.2023 and




dwelling units provided a declaration is obtained
Sfrom the borrower that he intends to construct a
house on the plot within a period of three years
from the date of availing of the loan.

Further, “Housing finance company” shall

mean a company incorporated under the

Companies Act, 2013 that fulfils the following

conditions:

a.1t is an NBFC whose financial assets, in the
business of providing finance for housing,
constitute at least 60% of its total assets
(netted off by intangible assets). Housing
finance for this purpose shall mean providing
finance as stated at clauses (a) to (k) of
Paragraph 4.1.16.

b. Out of the total assets (netted off by intangible
assets), not less than

50% should be by way of housing finance for

individuals as stated at clauses (a) to (e) of

Paragraph 4.1.16.

Further, “If any question arises as to whether a
company which 1s a financial nstitution, is a
housing finance conpany or not, such question
shall be decided by the Bank, having regard to the
principal business of the company and other
relevant factors, and the decision of the Bank
shall be final and binding on all the parties
concerned.”

The HFC has reported total housing loans
outstanding as on 31-03-2024 amounting to
¥ 15.18 crore. Out of the same, an amount of
27.03 crore pertains to loans to individuals
for purchase of plots. The HFC did not
provide any supporting documents relating
to construction of house/dwelling units
thereon. In absence of such information,
these loans are to be classified as non-
housing loans and accordingly should not
be accounted for calculating Principal
Business Criteria (PBC).

This is a continued non-compliance by the
HFC.

the same is a continued non-
compliance on part of the HFC

The Company is advised to
revisit its PBC Calculation after
reclassifying the said loans as
non-housing and submit a
Statutory Auditor Certificate
regarding the same at the
earliest.

W

Para 8A 4

“The borrower accounts shall be flagged as
overdue by the lending institutions as part of
their day-end processes for the due date,
irrespective of the tme of running such
processes. Similarly, classification of borrower

The observation was
highlighted by NHB in its
supervisory inspection for the
positions as on 31.03.2022,
31.03.2023 and the same is a




accounts as SMA as well as NPA shall be done
as part of day-end process for the relevant date
and the SMA or NPA classification date shall be
the calendar date for which the day end process is
run. In other words, the date of SMA/INFPA shall
reflect the asset classification status of an account
at the day-end of that calendar date.”

The loan accounts are being maintained in
Tally and the classification of assets is being
done manually by the HFC. Further, the
HFC has no mechanism/ process of day-end
in place.

Hence, the reporting & classification of NPA
is incorrect.

continued non—compl'i"a?ce_ on
part of the HEC,

The Company is advised to
implement integrated loan
management  system  and
ensure that classification of
loan assets takes place via
system as a part of day end
process.

Para 8A.6

“With a view to increasing awareness among the
borrowers, HFCs should place consumer
education literature on their websites, explaining
with examples, the concepts of date of overdue,
SMA and NPA classification and upgradation,
with specific reference to day-end process. HFCs
shall also consider displaying such consumer
education literature in their branches by means
of posters and/or ofher appropriate media.
Further, it shall also be ensured that their front-
line officers educate borrewers about all these
concepts, with respect to loans availed by them,
at the time of sanction/disbursal/rencwal of
loans.”

During the FY 2023-24, the Company has not
undertaken any measure for customer
awareness. No Consumer Education on
SMA/ NPA was in place in the Company.

PPara 78.4
and Annex
XII

“Every HFC shall publicize its grievance

redressal procedure (e-mail id and other contact
details af which the complaints can be lodged,
turnaround e for resolving the issue, matrix

for escalation, efc.) for lodging the complaints by

the aggrieved borrower and ensure specifically
that it is made available on its website. HFC shall
clearly display in all ils offices/ branches and on
the website that in case the complainant does not
receive response from the company within a
period of one month or is dissatisfied with the
response received, the complainant niay approach
the Complaint Redressal Cell of National
Housing Bank by lodging its complaints online
on the website of NHB or through post to NHB,
New Delhi.”

The Company is advised to
ensure compliance with Para
8A.6 of the Master Direction-
Non-Banking Financial
Company - Housing TIinance
Company  (Reserve  Bank)
Directions, 2021.

The tom};éhjf is advised to
place the GRM, FPC and MITC
on the website.




The latest GRM, FPC and MITC were not
displayed at the notice board of the
Company’s registered office and the same
could also not be accessed through its
website as the same is non-functional.

6 Para 103 “HFCs shall file and register the records of | The observation was
security interest created in their favour with the | highlighted by NHB in its
Central Registry of Securitisation Asset supervisory inspection for the
Reconstruction and Security Interest of India positions as on 31.03.2023 and
(CERSAL. Bulher, HFCs shill ensee | the come % o conbinmed non:
meticulous conpliance in the matter of compliance on part of the HIC.
registration of the applicable records with the
CERSAI on an ongeing basis as per the | The Company is advised o
instructions issued from tirme to time.” take necessary action to ensure
compliance with Para 103 of the
However, the compliance of the same was | pfaster Dissskoa. Non-
not observed during FY 2023-24. Banking Financial Company -
Housing Finance Company
(Reserve  Bank) Directions,
2021.
7 Para 117 “Without prejudice to the provisions of | The Company is advised to

Paragraph 115 above, HFCs shall comply with
any reporting requirements prescribed by the
NHB front time to tine.”

However, the Company has not submitted
the final Half-yearly & Annual Return for
31-03-2022, 31-03-2023 &  31-03-2024
respectively.

submit all final pending returns
after certification from
statutory auditors (wherever
applicable) at the earliest.

Master Direction on

Information Technology Governance, Risk, Controls and Assurance Practices

8 Para 23 “REs shall establish a robust IT and Information | The Company is advised to
Security  Risk  Management  Framework | implement the same at the
covering,  inter  alia,  the  following | earliest in line with Para 23 of
1T ” the Master Direction on

Information Technology

There is no Information & Network Security | Governance, Risk, Controls and

in place in the Company. Assurance Practices. X

9 Para 28 and | “RE’s BCP/ DR capabilitics shall be designed to | The Company is advised to

29

effectively support its resilience objectives and
enable it to rapidly recover and securely resuime
its critical operations (including security
controls) post cyber-attacks/ other incidents.”
Further, “Periodicity of DR drills for critical
information systens shall be at least on a half-
yearly basis and for other information systems,
as per RE’s risk assessment”

e There is no Business Continuity Plan and
the machinery in place.

e No Data Centre
Recovery Site

and Disaster
Management

ensure compliance with Para 28
and Para 29 of the Master
Direction on Information
Technology Governance, Risk,
Controls and Assurance
Practices.
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processes and system applied in
HFC,

10

Para 30

“REs shall put in place an IS Audit Policy. The
IS Audit Policy shall contain a clear description
of its mandate, purpose, authority, audit
universe, periodicity of audit etc. The policy shall
be approved by the ACB and reviewed at least
annually.”

Information Security /System Audit was not
conducted during the FY 2023-24.

The Company is advised to
ensure compliance with Para 30
of the Master Direction on
Information Technology
Governance, Risk, Controls and
Assurance Practices and
conduct Information
Security /System  Audit  on
annual basis.

Master Direction - Know Your Customer (KYC) Direction, 2016

11 Para 8(a)(iv) | “Concurrent/internal audit system to verify the | The company is advised to |

compliance with KYCG/AML policies and | provide a definite imeframe &
proceditres.” plan for the same.
The Company is not having Internal Audit
System to examine the KYC/AML records.
Further, no KYC audit was undertaken by
the Company during FY 2023-24.

12 Para 47 “REs shall furnish to the Director, Financial | The observation was
Intelligence Unit-India (FIU-IND), information highlighted by NHB in its
referred to in rule 3 of.fhe PML (Maintenance of supervisory inspection for the
Records) Rules, 2005 in terms of rule 7 thereof.” positions as on 31.03.2023 and
During the FY 2023-24, the Company neither the sa_rne s & continued ngn—
reported to FIU-IND nor maintained any crmpliznee on part of the HFC.
such records. The Company is advised lo

onboard itself on the FINnet2.0
Thjs is a continued non-compliance by the portal of FIU-IND and maintain
HFC. .
records regarding the same.
I3 Para 56(b) “In terms of provision of Rule 9(1A) of the PML | The observation was

Rutles, the REs shall capture customer’'s KYC
records and wupload onto CKYCR within 10 days
of conmencement of an  account-based
relationship with the customer.”

The HFC is not uploading the KYC records
with Central KYC Records Registry
(CKYCR).

highlighted by NHB in its
supervisory inspection for the
positions as on 31.03.2021,
51.03.2022, 31.03.2023 and the
same 1is a continued non-

compliance on part of the HFC.

The Company is advised to
upload KYC Records
Central KYC Records Registry
(CKYCR) at the earliest to
ensure compliance with Para
56(b) of Master Direction -
Know Your Customer (KYC)
Direction, 2016.

with




14 Para 70{(c) “On-going employee training programme shall | The Compa? is advised to
be put in place so that the members of staff are provide training on KYC AMI.
adequately trained in KYC/AML/CFT policy.
The focus of the training shall be different for
frontline staff, compliance staff and staff dealin ) i
with new customers. The fmnjgdesk stﬁgs]ml! b‘g Wasier Diredtion: KDO_W Vil
specially trained to handle issues arising from | Customer  (KYC)  Direction,
lack of customer education. Proper staffing of the | 2016.

audit function with persons adequately trained
and well-versed in KYC/AML/CFT policies of
the RE, regulation and related issues shall be
ensured.”

to its employees to ensure
compliance with Para 70(c) of

The Company did not provide training on
KYC AML to its employees.

Other deficiencies observed

15 Manageme | e No ALCO and ALM support group was ¢ The  Company is

nt observed in the Company during the advised to  ensure
inspection. constitution of ALCO
e There is no dedicated IT Personnel and  ALM  support

appointed by the Company. group at the earliest.

e The  Company is
advised to frame an [T
Policy and appoint
dedicated Il Personnel
at the carliest.

16 System & e The Company did not take any cash * The Company is advised
Control insurance policy. to frame a cash insurance
policy at the earliest.




