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EXECUTIVE SUMMARY 

 

o RBI has now further extended the Risk Based Internal Audit framework for 

certain categories of Housing Finance Companies.  

 

o For the purpose of streamlining dividend declaration and reporting of the 

dividend declared by NBFCs, RBI has prescribed certain guidelines for eligibility 

and quantum of dividend that can be declared by the NBFCs (other than NBFCs 

not accepting any public funds). 
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1. Extension of RBIA framework to HFCs 

 

In February 2021, the RBI had mandated the Risk Based Internal Audit (RBIA) 

system to certain NBFCs and CICs for ensuring an independent and effective 

internal audit of such entities. Now, with a similar objective, the RBI has further 

extended the applicability of RBIA to the following Housing Finance Companies 

(HFCs): 

 

a. All deposit taking HFCs, irrespective of their size 

 

b. Non-deposit taking HFCs with asset size of INR 5,000 crore and above 

 

The above-mentioned entities shall put in place a RBIA framework by June 30, 

2022 in accordance with the prescribed guidelines. 

 

2. Guidelines on declaration of dividends by NBFCs 

 

With a motive to infuse greater transparency and uniformity in practice, the RBI 

has prescribed the certain guidelines for declaration of dividends by Non-Banking 

Financial Companies (NBFCs). There guidelines shall be applicable for declaration 

of dividend from profits of financial year ending March 31, 2022 and onwards. 

 

A brief of the prescribed guidelines is as follows: 

 

a. Eligibility Criteria 

 

o To be eligible to declare dividend, NBFCs shall ensure compliance with 

prescribed minimum prudential requirements in relation to capital 

adequacy, net NPA, creation and maintenance of reserve fund out of net 

profit each year and other guidelines issued by RBI. 

 

b. Quantum of dividend payable 

 

o The Dividend Payout Ratio (DPR) is the proportion of dividend payable 

(including dividend on compulsorily convertible preference shares) to the 

net profit (excluding exceptional or extra ordinary incomes) as per the 

audited financial statements of the relevant financial year. 
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o Ceilings prescribed on maximum DPR are as under: 

 

 

 

 

 

 

o An NBFC which is ineligible to declare dividend based eligibility criteria 

mentioned above, may still be eligible to declare dividend up to 10% of 

the net profits subject to meeting capital adequacy requirement and 

having net NPA of less than 4%. 

 

c. Reporting to RBI 

 

The details of dividend declared shall be reported to RBI in the prescribed 

format within 15 days of such declaration. 
 

  

Type of NBFC Maximum DPR (%) 

NBFCs not accepting any public funds or not 

having any customer interface 

 

No ceiling specified 

Core Investment Company 60% 

Standalone Primary Dealers 50% 

Other NBFCs 50% 
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The contents provided in this newsletter are for information purpose only and are 

intended, but not promised or guaranteed, to be correct, complete and up-to-

date. The firm hereby disclaims any and all liability to any person for any loss or 

damage caused by errors or omissions, whether such errors or omissions result 

from negligence, accident or any other cause. 
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