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Chennai, April 30
The Reserve Bank of India
has granted the Non Banking
Finance Companies their
long-standing wish that they
be allowed to repossess the
assets they financed, in case
the borrowers defaulted on
repayment of the loans.

In a circular issued on
Wednesday, the RBI has,
however, said that the agree-
ment between the NBFC and
the borrower should clearly
contain covenants specifying
the possibility and terms of
repossession of the assets.
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The agreement should
specify the notice period be-
fore taking possession, cir-
cumstances under which the

notice period can be waived,

the procedure for taking pos-
session of the security, pro-
vision regarding final chance
to be given to the borrower
for repayment of the loans
before the sale or auction of
the asset, procedure for giv-
ing repossession to the bor-
rower and the procedure for
sale or auction of the asset.

'SHOT IN THE ARM’
This move has been hailed

by various NBFCs in the
country as one that will ease
credit availability to borrow-
ers, mainly commercial veh-
icles.

Because repossession had
become difficult, NBFCs had
become extremely guarded
in lending, choking the sup-
ply of credit to needy
borrowers.

“This is a shot in the arm
for asset financing compa-
nies,” Mr T.T. Srinivasa
Raghavan, Chairman, Fi-
nance Industry Develop-
ment Council, a body of
NBECs. Mr Srinivasa Ragha-

van is also the Managing Di-
rector of Sundaram Finance
Ltd.

Mr R. Sridhar, Managing
Director, Shriram Transport
Finance Company, said that
the FIDC was able to explain
to the RBI the difference be-
tween ‘recovery’ and ‘repos-
session’. While the former
may sometimes tantamount
to harassing the borrower,
the latter is only taking back
the asset.

“Allowing us to repossess
assets in case of default will
encourage us to lend more,”
Mr Sridhar said.



