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RESERVE BANK OF INDIA
RB1/2012-13/328
DNBS.PD.CC. No. 314 /03.10.042 / 2012-13 December 13, 2012

All Non-Deposit taking NBFCs-ND-SIs
Dear Sir/Madam,

Progress report on frauds

A reference is invited to Master Circular DNBS (PD)CC.N0.283/03.10.042/2012-13

dated July 2, 2012 on future approach towards monitoring of frauds in NBFCs.

2. As per Para 3.1.4 of the said Circular, the fraud reports in the prescribed format
should be sent by the NBFCs to the Central Office (CO) of the Reserve Bank of India,
Department of Banking Supervision, Frauds Monitoring Cell where the amount involved
in fraud is Rs 25 lakhs and above and to Regional Office of the Reserve Bank of India,
Department of Non-Banking Supervision under whose jurisdiction the Registered Office
of the NBFC falls where the fraud amount involved in fraud is less than Rs 25 lakh, in
the format given in FMR — 1, within three weeks from the date of detection. A copy of
FMR-1 where the amount involved in the Fraud is Rs 25 lakhs and above should also
be submitted to the Regional Office of the Department of Non-Banking Supervision of

Reserve Bank of India under whose jurisdiction the Registered Office of the NBFC falls.

3. It has been observed that in some cases the eligible NBFCs are not furnishing the
FMR-1 in respect of cases involving an amount of Rs 25.00 lakh and above in individual
cases of fraud to Fraud Monitoring Cell (FrMC),DBS,CO at all and the incidence of fraud
is detected on scrutiny of FMR -ll and FMR-IIl statements pertaining to a quarter
received at the end of the relevant quarter. Since FMRL1 in respect of cases involving

amount of Rs 25.00 lakh and above is used by FrMC DBS, Central Office for issuance
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of Caution Advices against the borrowers, all NBFCs have to necessarily furnish FMR-1
in respect of cases involving an amount of Rs 25.00 lakh and above in individual cases
of fraud to Fraud Monitoring Cell (FrMC),DBS,CO within 21 days of detection of the
fraud. A copy of the same should also be submitted to the Regional Office of the
Department of Non-Banking Supervision of Reserve Bank of India under whose
jurisdiction the Registered Office of the NBFC falls.

4. Further some NBFC-ND-SIs have started filing the FMR-3 in respect of cases
involving amount less than Rs 25.00 lakh with DBS, CO, Fr MC which is causing
avoidable duplicity without any material benefit. NBFCs should furnish case-wise
guarterly progress reports on frauds involving Rs. 1 lakh and above in the format given
in FMR — 3 only to Regional Office of the Reserve Bank of India, Department of Non-
Banking Supervision under whose jurisdiction the Registered Office of the NBFC falls
within 15 days of the end of the quarter to which it relates. NBFCs are advised to file
FMR-3 with DBS,CO FrMC in respect of only those fraud cases where the amount
involved in particular account is Rs 25.00 lakh or above.

5. It has also been observed from the fraud reports submitted by some of the NBFCs

that they are closing the fraud cases even when police complaint in the fraud case is

pending or not filed at all and/or staff side action is yet to be completed /initiated by the

NBFC concerned. Accordingly it is advised that NBFCs are permitted to close the fraud

cases only where the actions as stated below are complete and prior approval is

obtained from the respective Regional Offices of DNBS.

i. The fraud cases pending with CBI / Police / Court are finally disposed of.

ii. The examination of staff accountability has been completed

iii. The amount of fraud has been recovered or written off.

iv. Insurance claim wherever applicable has been settled.

v. The NBFC has reviewed the systems and procedures, identified as the causative
factors and plugged the lacunae and the fact of which has been certified by the
appropriate authority (Board / Audit Committee of the Board)



vi. NBFCs should also pursue vigorously with CBI for final disposal of pending fraud
cases especially where they have completed staff side action. Similarly, NBFCs may
vigorously follow up with the police authorities and / or court for final disposal of

fraud cases.

6. NBFCs are allowed, for limited statistical / reporting purposes, to close those fraud

cases involving amounts upto Rs.25.00 lakh, where :

a) The investigation is on or challan / charge sheet not filed in the Court for more than
three years from the date of filing of First Information Report (FIR) by the CBI /
Police., or

b) The trial in the courts, after filing of charge sheet / challan by CBI / Police, has not

started, or is in progress.

Yours faithfully

(Uma Subramanian)
Chief General Manager In-Charge



