Understanding the Compliance Requirements for
NBFCs in India

India’s financial system is growing fast, and Non-Banking Financial Companies (NBFCs) are
playing a major role in this growth. They provide loans, credit facilities, wealth management,
and other financial services to individuals and businesses, especially in areas where banks are
not easily available.

However, just like banks, NBFCs also need to follow strict rules and guidelines set by the
Reserve Bank of India (RBI). These rules help make sure that the NBFC works safely, legally,
and in the interest of the customers.

In this blog, we will discuss the main compliance requirements for NBFCs in India, along with
important points about NBFC Registration in India, and licenses like Account Aggregator
License, P2P Lending License in India, and PPI License in India.
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Why Compliance is Important for NBFCs

NBFCs are trusted by thousands of people to manage and lend money. To protect customers
and maintain financial stability, RBI has created clear rules that NBFCs must follow. These
rules cover everything from registration, customer protection, and loan practices, to
reporting and digital security.

If an NBFC fails to follow these rules, it may face penalties, lose its license, or even get shut
down. So, understanding compliance is very important for anyone running or planning to
start an NBFC.

Starting with NBFC Registration in India



Before offering any financial services, a company must first complete NBFC Registration in
India. The Reserve Bank of India will only approve the company if it meets certain conditions:

e The company must be registered under the Companies Act, 2013.

e It should have a minimum Net Owned Fund (NOF) of ¥2 Crores.

e |t must submit all required documents like a business plan, KYC policy, director details,
and financial records to the RBI.

e RBI will review the application and grant the license if everything is in order.

Once registered, the NBFC must follow the RBI’s ongoing compliance and reporting rules to
continue operating in India.

Key Compliance Requirements for NBFCs
Let’s break down the most important compliance responsibilities for NBFCs:

1. Customer Verification and KYC

NBFCs are required to follow Know Your Customer (KYC) guidelines. Before offering loans or
any financial service, the company must:

e Verify the identity of the customer.
e Keep customer records secure.
e Report suspicious transactions to authorities.

This helps reduce the risk of fraud and illegal activities like money laundering.
2. Filing Regular Returns with RBI
NBFCs must send regular reports to the Reserve Bank of India. These reports usually include:

e Quarterly Returns about loans, deposits, and financial health.
e Annual Returns about the company’s complete financial performance.
e Reports on any major changes in ownership or business model.

This ensures transparency and allows RBI to supervise the financial health of NBFCs.

3. Following the Fair Practices Code

The RBI has designed a Fair Practices Code for NBFCs, which makes sure that customers are
treated fairly. The code covers:

e Transparent loan agreements.
e Ethical recovery practices.
e Aclear and easy complaint-handling process.

This builds trust between the NBFC and its customers.

4. Maintaining Capital Adequacy
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NBFCs must always maintain a safe Capital Adequacy Ratio (CAR). This means the company
must have enough capital to absorb potential losses and still stay financially healthy.

If the capital falls below the minimum level, the NBFC must take steps to fix the gap, or the
RBI can take action.

Special Licenses for NBFCs

Besides general compliance, some NBFCs need to apply for specific licenses depending on
the type of financial services they want to offer.

Account Aggregator License

If an NBFC wants to help customers collect and share their financial data with other banks or
financial institutions, it must get an Account Aggregator License.

This license allows the NBFC to:

e Collect financial data from multiple banks with customer consent.
e Share the data securely with third parties like lenders and advisors.
e Protect customer privacy at all times.

Account Aggregators are a growing part of India’s digital financial system, as they give people
more control over their financial information.

P2P Lending License in India

Peer-to-Peer (P2P) lending is a new way of borrowing and lending money directly between
individuals. An NBFC that wants to start a P2P platform must apply for a P2P Lending License

in India.
RBI has set specific conditions for this license:

e All lenders and borrowers must go through identity checks.
e Funds must be transferred through a regulated bank account.
e NBFC must report loan performance to RBI regularly.

This system makes lending more direct and cost-effective, especially for small businesses and
individuals.

PPI License in India

NBFCs that want to offer prepaid wallets, gift cards, or prepaid payment services must get a
PPl License in India.

PPIs (Prepaid Payment Instruments) are commonly used for:

e Digital wallets for shopping or bill payments.
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e Prepaid cards issued by financial companies.
e Contactless payments at retail stores.

NBFCs with a PPI license must make sure;

e Customer funds are protected.
e KYC norms are fully followed.
e Digital security is maintained to prevent fraud.

Data Protection and Cybersecurity

In today’s digital world, NBFCs handle a lot of sensitive customer data. RBI has clear rules for
cybersecurity and data privacy:

e Customer information must be stored securely.
e Digital platforms must use strong security measures.
e Any data breaches must be reported to RBI immediately.

This helps protect both the NBFC and its customers from cybercrime.

Conclusion

NBFCs are a major part of India’s financial services network. They offer credit, investment,
payment solutions, and more — helping people and businesses grow. But to do so
successfully, NBFCs must follow all the rules set by the RBI.

From completing NBFC Registration in India to applying for specialized licenses like the
Account Aggregator License, P2P Lending License in India, or PPl License in India, every step
requires careful planning and strong compliance.

Staying updated with RBI’s guidelines is the best way for NBFCs to avoid legal problems and
build a safe and trusted business. If you are planning to start an NBFC or apply for any of
these licenses, consulting a compliance expert can save you time, money, and stress.

Contact Corpbiz now for professional NBFC compliance support and keep your business
future-ready!

Get started today with Corpbiz!

Visit - https://corpbiz.io

Call - 9121230280
Email - info@corpbiz.io
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