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Continuation sheet ... 

• Completely filled up formats i respect of all the identified entities as well as 

those included at (a) above f r the month/quarter ended June 30, 2004; the 

same may be furnished in M9i-Excel format on floppies or through e-mail to 

fincon@rbi.org.in. 

We are open to an one-to-one i eeting with the bank, if requirecl, for discussing 

the finer details of the framewor I and the reporting requirements. It is, however, 

requested that any clarification rocess be done with by this month-end. The 

information needs to be furnishe~ latest by September 5, 2004 to carry forward 

the process in a time bound man1er. 

Yours faithfully, 

_rf -~~ 
~-~~ 

(K.Gopalakrishnan) 
General Manager 
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Annexure I 

Summary of the Proposed Franl,ework 

The new framework has been proposed as a complementary strand to the 

already existing regulatory strycture - supervision of individual entities by 

respective regulators viz. RBI, EBI, IRDA and the system of Consolidated 

Prudential Reporting recently int oduced in regard to banks. The basic building 

blocks of the new framework will e: 

(i) identification of Finan jal Conglomerates that would be subjected to 

focused regulatory ove sight; 

(ii) capturing intra-group tr nsactions and exposures (which are not being 

captured as of now) amongst 'group entities' within the identified 

financial conglomerate and large exposures of the groups to outside 

(iii) 

(iv) 

counterparties; [ 

identifying a designate~ entity within each group that would collate data 

in respect of all othe~ group entitiE~s and furnish the same to its 

regulator (principal regJlator for the group); 

formalising a mechaniJm for inter-regulatory exchange of information. 

The proposed framework cover~ the segments under the jurisdiction of RBI, 

SEBI, IRDA, and NHB and in due course the segment covered by Pension Fund 

Regulatory and Development Autbority would also be included. 

Criteria for identi in a Financial 

A ~roup would be jdesignated as 'Financial Conglomerate' if : 

(i) any g~oup entity 1 
1

omirlg under the jurisdictio of specified 

regulators and having a I nlflcant resence in the res ective financial 

market segment; 
I ' and , 

(ii) t+ lgrouJ is having ~ jeratiors in ' at ·,east one more 

segment. , 
I 

1nancial .,market 

I 

Group : An arrangement involving two or more entities related to each other 

through any of the following relationships : Subsidiary - parent (defined in terms 

of AS 21 ), Joint venture (defined in terms of AS 23), Associate ( defined in terms 



., 

i I 

' 
I 

of AS 27),Promoter-promotee, a related party (defined in terms in AS 18) 
I 

Common brand name, and invest inent in equity shares 20% and above 

Group entity : any entity involved n the above arrangement 

Specified Regulator : RBI, SEBI, I RDA and NHS for the present. 
I 

Significant presence in the respec tive financial market segment : 

Financial market segment Sia hiflcant presence 
Bank Incl :.ided in the top 70% of the segment in terms of 

ass et base 
Insurance Company Tur hover more than Rs.100 crore; 
Mutual Fund Incl lJded in the top 70% of the segment in terms of 

ass1 et under management (AUM); 
NBFC (deposit taking) lncl1 Jded in the top 70% of the segment in terms of 

dep bsit base; 
NBFC (non-deposit taking} Ass et base more than Rs.2000 crore; 
Primary Dealer Inell ~ded in the top 70% of the segment in terms of 

tota turnover 
I 
I 

The framework would also cover entities having an overseas parent or holding 

company (e.g. Foreign banks) t nd satisfying the specified eriteria. Further, 

broking arms of all identified grouIps and Housing Finance Companies belonging 

to the identified groups will be included within the framework for reporting 

purposes. 

The Group has decided that the !lowing specific entities will be kept out of the 

framework for the present : RRB , Depositories, SPVs (including trusts), ARCs 

and associates of SBI. The clust r of financial conglomerates thus identified, as 

well as the criteria for identifying t em, would be subject to periodic review. 

The Group has also recommende~ that the exemption of a particular entity within 

an identified group from reporting l:for any reason may be considered on a case

to-case basis. The 'exclusion list' may also be subject to periodic review. 

Reporting Framework: The ne~ reporting framework has been developed for 

tracking the following : 

1. Any unusual trend in r spect of intra-group transactions manifest in 

major markets 

• Aggregate volum s in respect of all intra-group transactions 

during the reporti g period manifest in major markets, 
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• 

• Fund b ed (equity, loans, deposits/placements and 

others); 

• Non-fund based (Guarantees, derivatives, etc.) 

• Details of indiv dual intra-group transactions above threshold 

levels - Rs.1.0 crore for fund based and Rs.10.00 crore for 

non-fund based; 

2. Build up of any dispro~ortionate exposure (both fund based as well as 

non-furid based) of any entity to other grcIup entities; 

• Outstanding positions in respect of each entity vis-a-vis every 

other group entity as on the reporting date. 

3. Any group-level concer tration of exposure to various financial market 

segments and outside ounterparties; 

• Outstanding po itions in respect of each entity in major markets. 

4. Direct/indirect cross-lin ages amongst group entities 

• Crossholdings; 

• Intra-group advi ory and service arrangements; 

• Commonality of directors and senior executives;, 

The framework envisages furni hing of the required data by the 'designated 

entity' in respect of each identifie financial conglomerate to its own regulator (the 

principal regulator) at monthly/q arterly intervals. It also requires each regulator 

to establish a nodal cell at its e d for facilitating data flow as also for analysing 

the Returns being received from the conglomerates. Central database would be 

maintained at the nodal cell R~I to address issues arising out of data dis

aggregation. The modalities of electronic data submission and the database 

issues needed to be addresse1 in this regard. The primary responsibility of 

analysing the Return and initiating any action thereon, if required, would lie with 
I 

the Principal Regulator. Post-analysis, the principal regulator would share with 

the other regulators the analysis , f the data submitted. The salient features of the 

analysis and any unusual trend ould be discussed by the Technical Committee 

which could recommend further ourse of action. A quarterly review report would 

be prepared on the functioning f the entire mechanism and put up to the top 

management of all the three gulators which would be placed before the 

Standing Committee referred to a ove. 
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