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A reference is invited to the prefatory remarks in Report No. 9 of 2007 — Union
Government (Commercial) of the Comptroller and Auditor General of India where a
mention has been made that reviews of the performance of Compames/Corpomhons by

the Comptroller and Auditor General of India (CAG) are contalned in separate audit
~ reports mcludmg stand alone performance audit Reports.

The Audit Board mechamsm was restructured durmg 2005-06 under the supervision and

control of the CAG. The Board, which is permanent in nature, is chaired by the Deputy
‘Comptroller and Auditor General (Commercial) and consists of senior officers of the

- CAG office. Two technical experts are inducted as special invitees, if necessary. The

Board approves the topics recommended for performance audit. It also approves the

“guidelines, audit objectives, criteria and methodology for conducting major performance

audits. The Board finalises the stand alone performance audit reports after dtscussmns

with the representatives of the Mmtstry and Management

~ This stand__alone Report reviewed the housing finance activities of Housing and Urban
" Development Corporation Limited, BOB Housing Finance Limited, Cent Bank Home
Finance Limited, IDBI Home Finance Limited and PNB Housing Finance Limited. The
Report was ﬁnahsed by the Audit Board with the assistance of Shri Bhagwan Das
‘Narang, former Chairman & Managing Director, Oriental Bank of Commerce and Shri
- P.X. Chattopadhyay, former General Manager, National Housing Bank, the two technical
experts appointed by the Government of India (the Ministry of Housmg and Urban
Poverty Alleviation) as special invitees.

This Report as set out in the succeedmg chapters is based on test check of records of the
Corporate offices as well.as 26 Regional Offices/Branches of the total 99 Regional -
offices/Branches of the five Housing Finance Companies and the discussions held with
the Managements of these Companies and the administrative Ministries. The selection of
~Regional Offices/Branches was mainly on the basis of level of non-performing assets and
default in the Regional Ofﬁces/BranChes and/or level of sanctionsv to private parties.

The cases mentioned in the Report are among those Wthh came to notlce in the course of
audit conducted during the year 2006-07.
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[ OVERVIEW }

The total housing shortage in the country in 1997 was estimated to be 13.66 million units.
More than 90 per cent of this shortage was for the poor and low income category. With
rising incomes, favorable demographic profiles, swelling middle class and rapid
urbanisation, the demand is projected to rise to 73.96 million units during the 11" Plan
period (2007-2012).

In 1998, the Government of India formulated the National Housing and Habitat Policy
which stressed, inter alia, on removal of legal, financial and administrative barriers for
facilitating access to loans, finance and technology. The draft National Urban Housing
and Habitat Policy-2005 document, while narrowing its focus to urban shelters, also
emphasised the need for the larger flow of funds for the housing sector.

After setting up of the National Housing Bank in 1988 to accelerate housing finance
activity and to act as the regulator of the housing industry, the public insurance
companies and the Scheduled Commercial Banks (SCBs) floated separate Housing
Finance Companies (HFCs). As on 31 March 2006, 44 HFCs were registered with the
National Housing Bank of which, seven were Central public sector companies under the
audit jurisdiction of the Comptroller and Auditor General of India. Of late, the SCBs
have themselves aggressively entered the housing loan market giving stiff competition to
the HFCs, including their own subsidiaries.

Housing loan disbursements in the country have risen from Rs.23858 crore in 2001-02 ‘o
Rs.86034 crore in 2005-06, recording a growth of 261 per cent during the period. The
Central public sector HFCs’ share of the market has however, decreased from 10.19 per
cent in 2001-02 to 2.63 per cent in 2005-06. Against this background, a performance
audit of the following five Central public sector HFCs for the period from 2001-02 to
2005-06 was conducted:

Housing and Urban Development Corporation Limited (HUDCO)
BOB Housing Finance Limited (BOBHFL)

Cent Bank Home Finance Limited (CBHFL)

IDBI Home Finance Limited (IHFL)

PNB Housing Finance Limited (PNBHFL)

HUDCO is under the administrative control of the Mmistry of Housing and Urban
Poverty Alleviation; the other four HFCs, subsidiaries of the Nationalised banks, are
under the administrative control of the Ministry of Finance, Government of India. These
five HFCs operated through 99 Regional Offices or Branches across the country as on 31
March 2006.

The five HFCs, reviewed in the audit, largely failed to fulfil the objective of promoting
growth of housing finance in rural areas, due to inadequate marketing network and
absence of title deeds in rural areas.
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The ability of the HFCs to raise resources at the lowest cost is constrained as compared to
banks due to the absence of access to low-cost retail deposits. The five HFCs mainly
raised funds through bonds, bank loans and commercial papers. The Public Deposits and
the NHB refinance routes were not resorted to in a big way and the option of raising
finance through securitisation of assets has not been resorted to by any of the HFCs
reviewed in audit. Except for IHFL, the other four HFCs borrowed at comparatively
higher cost.

Net Interest Margin achieved by PNBHFL and IHFL matched the trend prevailing in one
of the leading HFCs in the private sector. In the other three HFCs, it was on the lower
side, indicating that these HFCs were not competitive enough and therefore, vulnerable to
elimination in the market.

During audit of the important performance indicators of the five HFCs, two discernible
trends in decline in housing disbursements and rising level of non-performing assets were
noticed in HUDCO, CBHFL and BOBHFL, while PNBHFL and IHFL performed well
against these two benchmarks. The major factor leading to higher level of non-
performing assets in HUDCO, CBHFL and BOBHFL was the inadequate functioning of
various controls relating to appraisal, sanction, disbursement, monitoring and recovery.

The HFCs have not been able to retain their hold in the housing finance business mainly
because they did not have a large network and there was inherent limitation of access to
low-cost deposits. The country’s fiscal laws are also disadvantageous to them.
Nonetheless, the HFCs have the advantage of selling a single product with better
customised service in comparison to the SCBs who offer a variety of products in retail
sector. There was accordingly a space for dedicated institution in the form of HFC to
achieve the Government’s objectives in the housing sector.

vi
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Review of Housing Finance Activities in Housing and Urban
Development Corporation Limited, BOB Housing Finance Limited,
Cent Bank Home Finance Limited, IDBI Home Finance Limited and
PNB Housing Finance Limited

HIGHLIGHTS

. The market share of the Central public sector Housing Finance Companies
(HFCs) declined from 10.19 per cent to 2.63 per cent during the five years up to
2005-06. The HFCs under the private sector which had a market share of 51.06
per cent in 2001-02 decreased to 29.23 per cent in 2005-06. The Scheduled
Commercial Banks (SCBs) in turn increased their market share from 35.90 per
cent to 68.14 per cent during the same period. The growth of 584.37 per cent in
disbursements of housing loans by the SCBs is slowly driving the small HFCs out
of the market. The phenomenal growth recorded by the SCBs is attributable to
their large network and access to low-cost deposits which has helped them to
offer home loans at competitive rates. While the HFCs did not have these
advantages, the country’s fiscal laws were also, to some extent, disadvantageous
to the HFCs.

(Para 2.2)

. The broad objectives of the Government schemes (viz., Golden Jubilee Rural
Housing Finance Scheme and Two Million Housing Programme) to encourage
financing of rural housing was not fulfilled by any of the HFCs due to very
limited established rural area networks and due to absence of conveyance deeds of
properties in rural areas.

(Paras 3.3 and 3.4)

. HFCs mainly raised funds through bonds, bank loans and commercial papers. The
Public Deposits and NHB refinance routes were not resorted to in a big way by
these HFCs; and the option of raising finance through securitisation of assets has
also not been resorted to by any of the HFCs reviewed. The average costs of
borrowing of IHFL were comparable to those of the private sector HFC, whereas
HUDCO, PNBHFL, CBHFL and BOBHFL were borrowing at higher cost in
comparison.

(Paras 4.2 and 4.4)

- Higher borrowing costs impacted the Net Interest Margins (NIM) of the HFCs
reviewed. NIMs achieved by PNBHFL and IHFL matched the trend of one of the
leading HFCs in the private sector. In the other three HFCs, NIMs were on the
lower side, indicating that these HFCs were not competitive enough. The major
factors attributable to higher cost of borrowing and lower NIM in these HFCs
were:

< unlike the SCBs, these HFCs had no access to low interest retail finance;

vii
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> the refinance support of the NHB did not work effectively as public sector
HFCs like HUDCO were not able to meet the stipulated level of Non-
Performing Assets (NPA);
<> poor credit ratings of these HFCs reflected in higher cost of borrowing;
and
<> higher proportion of operational costs in relation to business volume.
(Para 4.5)
. An analysis of the percentage of employee cost to disbursements during a year

revealed that when compared to one of the leading HFCs in the private sector, the
ratio was higher in the HFCs under review.

(Para 4.9)

. HUDCO’s disbursements of housing loans decreased from Rs.1825 crore in 2001-
02 to Rs.1105 crore in 2005-06 which led to a fall in income from housing
operations from Rs.1361.13 crore in 2001-02 to Rs.728.71 crore in 2005-06. One
of the major reasons for this declining trend was decline in business from State
Agencies and failure to diversify its housing portfolio by tapping retail home loan
business.

(Para 5.2.1)

e In CBHFL, disbursements showed a rising trend up to 2003-04 but declined
thereafter due to slowing down of business owing to an alarming increase in the
NPA and the Company’s focus on recovery of old loans rather than sanctioning
fresh ones. BOBHFL's housing loans disbursements decreased from Rs.211.41
crore in 2002-03 to Rs.0.04 crore in 2005-06 and the main reason as noticed in
audit was competition from its parent bank.

(Paras 5.2.4 and 5.2.2)

. The percentage of NPA to total loan assets was on the higher side in HUDCO,
BOBHFL and CBHFL. In HUDCO, the level of NPA was very high and stood at
15.44 per cent when compared to that of PNBHFL which had its NPA at 3.53 per
cent as on 31 March 2006. Further, in HUDCO the defaults of Rs.830.61 crore
aging more than 30 months accounted for 81 per cent of the total defaults of
Rs.1023.63 crore as on 31 March 2006, which indicated that there was higher risk
of non-recovery of this amount. The major factor leading to higher NPAs in these
HFCs was the inadequate functioning of various internal controls relating to
appraisal, sanction, disbursement, monitoring and recovery.

(Para 5.3)

® In violation of its guidelines, HUDCO converted the existing scheme-based loans
of Kerala State Housing Board totalling Rs.410.68 crore, at average rate of
interest of 13.95 per cent, into bulk loan under ‘HUDCO Niwas’ scheme at 10 per

viii
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cent rate of interest, which was further reduced to 8.25 per cent. The financial
impact on the resetting of interest, as worked out in audit, was about Rs.144.89
crore for the period from April 2003 to March 2013. In spite of concessions, the
agency again defaulted in repayment and the default amount stood at Rs.50.96
crore as on 31 March 2007.

[Para 5.5.1 (v)]

In CBHFL, sanctions and disbursements were target oriented during the period
2002-03 to 2003-04. As it did not carry out the requisite pre-sanction and
disbursement checks, 44.70 per cent of the loans accounts involving Rs.29.46
crore of this period became NPAs.

(Para 5.5.3)

HUDCO violated the norms prescribed by the NHB by exceeding the total
exposure limit in respect of advances to 13 Agencies.

[Para 5.6.1(ii)]

HUDCO continued to disburse loans to Orissa Rural Housing and Development
Corporation Limited though the implementation of the scheme was behind
schedule and recoveries from the ultimate beneficiaries were not forthcoming.
Due to improper monitoring of the implementation of the scheme by HUDCO, the
loan of Rs.364 crore became a non-performing asset as on 31 March 2006, though
the default was cleared by the agency in 2006-07.

[Para 5.7.1( ii)]
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Recommendations

i 8

The HFCs business model focussing on a single product needs to be strengthened,
so as to enable the HFCs to be more efficient in asset sourcing, servicing and
collections. As fiscal laws of the country are somewhat disadvantageous to the
HFCs vis-a-vis the SCBs, the Government of India may consider fiscal remedies so
that the HFCs can compete with the SCBs on an even level.

The HFCs should review their rural lending portfolios to establish effective
strategies to increase their reach and coverage in the rural and semi-urban areas.
The Government and the NHB may consider regulatory remedies and institutional
incentives to mitigate the constraints in mortgaging rural assets.

The HFCs should strive for a proper mix of resources in order to minimise the cost
of borrowings. The NHB refinancing mechanism should be revisited to facilitate
the public sector HFCs in availing ready credit at competitive rates. The
Government of India and the NHB may consider suitable measures to increase the
depth of the market for mortgage backed securities and to encourage the HFCs to
resort to securitisation of assets as a funding alternative.

HUDCO should put in place a system for periodic review of its non-performing
Regional Offices.

HUDCO should strengthen its housing finance portfolio through HUDCO Niwas
scheme to ensure greater coverage of the low-income and poorer sections of the
society.

The HFCs should review and on the basis of the review redefine and implement
operational strategies to arrest the declining trend in their business in a rapidly
rising market driven by expanding levels of prosperity and growth in the demand
for housing. The HFCs should consider establishing such innovative lending
schemes that cover the various segments of the urban and rural population
including the adoption of a more pragmatic approach in their credit appraisal
norms.

The HFCs should draw up time bound plans to take immediate legal steps
(including recourse to the SARFAESI Act) for recovering the overdues. The HFCs
should encourage disposal of their non-performing assets by evolving an objective
system of determining the sale price of mortgaged assets.

HUDCO and its administrative Ministry need to work in tandem to establish a
suitable mechanism to monitor and ensure early recovery of the outstanding
amounts guaranteed by State Governments. The GOI should consider establishing
a suitable mechanism, as suggested by HUDCO, for recovery of the overdues
backed by the Government guarantees and/or the commitment of budgetary
support, by way of adjustment in the funds to be provided by the GOI to the State
Governments.
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9. The HFCs should review and strengthen their internal control mechanisms to
ensure accountability at all stages of the operations (receipt of applications and
their appraisal, sanction, disbursal, recovery and follow up of a loan) and for
improving the credit delivery mechanism.

xi
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* Housing Finance in India

11 Housmg Scenario

The total housrng shortage in the country in 1997 was estrmated to be 13.66 million units,
of which 7.57 million units were in urban areas. More than 90 per cent of this shortage
~was for the poor and low income category. Against this background, the National
" Housing and Habitat Policy (NHHP) was formulated in 1998 and stressed on:

X 'removmg legal, financial and admmlstratlve barriers for facilitating access to
' loans, ﬁnance and technology;
o 'ensurmg that hous1ng, along with supportmg services, was treated as a priority
- and at par with the 1nfrastructure sector;
e . . the creation of surpluses in housing stock and
° providing quality and cost-effective shelters especrally to the Vulnerable groups
‘and the poor.

The draft National Urban Housmg and Habrtat Pohcy, 2005, while focussmg on urban
: shelters emphasised on the promotion -of larger flow of funds to meet the revenue
requirements of urban housing and infrastructure using innovative tools. It recognised
that based on historical growth pattérns, the urban population of India was likely to grow
~ to 360 million in the year 2010 and to 533 million by the year 2025. The document noted
the Planning Comrmssron s projection of total requirement of urban housing during the
10" Plan period (2002-2007) of 22.44 million dwelling units. including the backlog of
~ 8.89 million units at the beginning of this Plan. With rising incomes, favorable

demographic profiles, swelling middle class and rapid urbanisation, the demand is
~ projected to rise to 73.96 million units-for rural and urban areas during the 11™ Plan
period (2007-2012).

1.2 Role of the National Housing Bank

The National Housing Bank (NHB) a fully-owned subsidiary of the Reserve Bank of
India, was set up in 1988 to accelerate housing finance activity in India and to promote
the Housmg Finance Companies (HFCs) by providing financial support to them. It acts as
the apex institution and regulator of the housing finance industry.

The NHB has issued guidelines to the HFCs on prudential norms for income recognition,
asset classification, provisioning for bad and doubtful debts, capital adequacy and
concentration of credit investment. The NHB also conducts mspectron of the HFCs to
ensure proper compliance with the prudential norms and prevent the affairs of any of
them being conducted in a manner detrimental to the interests of the depositors or their
- own. Guidelines for asset liability rnanagement system for the HFCs have also been
. issued by the NHB : . :
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Scope of Audit

As on 31 March 2006, there were seven HFCs under the audit Junsdlcnon of the
Comptroller and Auditor General of Ind1a The performance audit conducted between
June 2006 and January 2007 has covered the workmg of the followrng five HFCs for the
five years from 2001-02 to 2005 06:

@

(ii)

(iii)
(iv)
)

: Housrng and Urban Development Corporatlon anted (HUlDCO)
, BOB Housmg Fmance lelted (BOBHFL)
Cent Bank Home Finance Lumted (CBHFL)

IDBI Home Finance Limited (lHFL)
PNB Hous1ng Finance L1m1ted (PNBHFL)

The two HECs, viz., Indbank Housing Limited and Corpbank Homes Lmuted were not
covered in this performance audit; the former has stopped its lending operatlons since
1998 while the latter was re-merged in October 2006 with Corporatlon Bank, its parent
- and promoter bank. L :

14

Audit objecttves |

The audit objectives were to assess:

e

1.5

:the trends in housing’ ﬁnance actrvrty vis- a—v1s those of the Central pubhc sector
'HFCs durmg the period 2001-02 to 2005-06; : :

; the overall performance of the Central pubhc sector H[FCS agamst selected
. benchmarks; S , T

'~ that controls relatlng to appralsal of applications, sanctron and d1sbursement of _

loans ‘were sound and effective, and covered the nsk of lend1ng, and

- that adequate monitoring mechamsms exrsted espec1ally for tlmely recovery of
* dues and resorting to trmely legal action in case of default.".

Audit Criteria

* Audit Criteria identified for the purpose of the performance audit for d1fferent cntlcal
~ activities of housing finance were: : :

@

o The cost of borrowmgs net interest margm and ratio of employee cost to the_
. disbursements -in one of the leadlng HFCs in the pnvate sector, viz., Housmg :

Development and Finance Corporation Limited (HDFC) has been adopted for

: rneasurmg the efficiency of the five HFCs covered under performance aud1t

.~System to venfy credentrals of borrowers and pre dlsbursement condltlons as lard

down by the HFCS

‘ .Mechamsm to. momtor actual utlhsatlon of funds

" Level of Non Performmg Assets and

Strategic guidance to deal with continuous defaults.
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: 1.6 Audit methodology

- This performance audit covered the assessment of requirement of resources, method of

- scrutiny of applications/ projects, procedure of scrutiny of applications including

feasibility appraisal, disbursement procedures, recovery, follow-up and other legal
formalities in accordance with the Issue Analysis and Study Design Matnx prepared for
‘this purpose.

For selection-of units two risk parameters viz., level of NPAs /defaults in the unit and/or
level of sanctions to private agencies were 1dent1ﬁed Number of units selécted is given
in Table 1:

. Table 1: Selection of Regional Offices/ Branches

HFCs | Total  number of | Number of Regional Offices or
' | Regional ~ Offices or | Branches selected for andit
Branches

HUDCO | 20 I 8

BOBHFL | =~ - 23 - 3

CBHFL 12 | 5.

THFL 16 , 4

|PNBHFL | 28 S Y

vInd1V1dua1 cases at unit level were selected on random .sample ba51s with the risk
Aparameter of level of default as the key parameter

1.7 - Acknowledgement

The performance audit started with an entry conference with the Managements of the
"HFCs in April 2006. The draft Audit Report was issued to. the Managements in.
;March/Apnl 2007 and to their Administrative Ministries (Ministry of Finance and
Ministry of Housing and Urban Poverty . Alleviation) in April 2007. Replies from the
Managements of all HFCs except BOBHFL have been received and suitably incorporated
in'the draft modified Audit Report which was issued to the. Administrative Ministries and
Managements - in September 2007. A presentatlon on the audit findings and
recommendations was made “during the meeting of the Audit- Board “with the
representatives of the Administrative Ministries and Managements of HUDCO ‘CBHFL,

IHFL and PNBHFL in October 2007. The rephes from the Maragements of all the HFCs,

and from the Administrative M1mstnes have been received and suitably incorporated in
the report. The Management of Bank of Baroda (representing erstwhile BOBHFL)
- replied that in view of merger of BOBHEL with it with effect from 1 April 2006, the
submission of reply was not feasible. Audit ackhowledges the cooperation and assistance
afforded by the Managements and the Administrative Ministries at all levels at various
stages of this audit.
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CHAPTER II

Role of Housing Finance Companies

2.1  As per the NHHP-1998, the HFCs are expected to:

e redefine their role and move away from their traditional approach to housing
finance;

e develop and expand their reach to meet the needs of people;

e devise schemes to lend at affordable rates to those who are in dire need of
housing finance support;

e mobilise resources from provident funds, insurance funds, mutual funds, etc.,
for house building activities; and

¢ develop innovative instruments to mobilise domestic savings.
2.2 Share of HFCs in the housing finance market

2.2.1 After the setting up of the NHB in 1988, public insurance companies and the
Scheduled Commercial Banks (SCBs) floated separate HFCs to avail the NHB's
refinance facilities and tax concessions. Forty-four HFCs had registered with the NHB till
31 March 2006 and seven of them were Central public sector companies.

2.2.2 Till late 1990s the fund requirement for purchase of houses was largely met by
borrowings from the employer and from the unorganised sector consisting of friends and
relatives. With falling interest rates and tax concessions extended by the Government,
many potential borrowers turned to the housing loans extended by the organised finance
sector. The SCBs also found retail housing loans attractive as there was limited exposure
per borrower coupled with adequate collateral security. During the boom period 1998-
2005, interest rates on housing finance were driven down by fierce competition from an
average of about 11 per cent in 2002 to about 7.75 per cent in 2004, as a result of which,
there was a rapid growth in disbursement of housing loans up to 2003-04. The trend has
been reversed owing to the relative hardening of interest rates during the period 2004-05
and 2005-06.

2.2.3 The industry has grown with housing loan disbursements having risen from

Rs.23858 crore in 2001-02 to Rs.86034 crore in 2005-06, thereby witnessing a growth of

261 per cent during this period. Table 2 and Chart 1 below show the disbursements” of

housing loans and the share of the HFCs compared to the SCBs and the co-operative

sector during the period 2001-02 to 2005-06:

* Source: the NHB’s Report on trends and progress of housing in India 2005/ FICCI’s website and
annual accounts of the NHB for the year 2005-06.
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Table 2: Disbursements of housing loans by HFCs, SCBs and Co-operative sector

(Amount: Rs. in crore)

2001-02 2002-03 2003-04 2004-05 2005-06
Institution Disbursements Disbursements Dishursements Disbursements Disbursements
Amount Market Amount Market Amount Market Amount Market Amount Market
Share Share Share Share Share
Public 2431.69 10.19 2991.32 7.12 1945.15 3.58 2033.07 2.64 2263.11 2.63
Sector
HFCs
Private 12182.31 51.06 | 14840.68 35.31 18916.85 34,84 | 24008.93 31.24 25147.89 29.23
sector
HFCs
HFCs 14614.00 61.25 | 17832.00 42.43 | 20862.00 38.42 | 26042.00 33.88 27411.00 3186
Total
SCBs 8566.00 3590 | 23553.00 56.04 | 32816.00 60.43 | 50398.00 65.57 58623.00 68.14
Co- 678.00 2.84 642.00 153 623.00 1.15 421.00 0.55 NA*
operative
sector
Grand 23858.00 100.00 | 42027.00 100.00 | 54301.00 100.00 | 76861.00 100.00 86034.00 100.00
Total

*Figures for disbursements by the co-operative sector during the year 2005-06 were not available as of

October 2007.

Percentage

Chart 1

Market Share of Housing Finance Companies

80
70 4
60
50 4

2001-02

2002-03

2003-04

Years

2004-05

2005-06

B Co-operative Sector

B Housing Finance Companies

B Scheduled Commercial Banks

2.2.4 The HFCs had a market share of 61.25 per cent (Rs.14614 crore) in 2001-02 and
this decreased to 31.86 per cent (Rs.27411 crore) in 2005-06. The SCBs in turn increased
their market share from 35.90 per cent (Rs.8566 crore) to 68.14 per cent (Rs.58623
crore). The growth of 584.37 per cent in disbursements of housing loans by the SCBs is

partly driving the small HFCs out of the market.

5
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2.2.5 Table 3 shows the share of the Central pubhc sector HFCs in the housmg market
. between 2001-02 and 2005-06.

‘Table 3 Disbursements of housmg loans by the Central publtc sector HF Cs

(Amount Rupees in crore)

Central . 2001-02 » 2002-03 2003-04 2004-05 -  2005-06
public - - - - -
sector Amount | Percen | Amount | Percen |- Amount | Percen | Amount | Percen | Amount | Percen
HFCs ' tage’ tage tage | tage : tage
BOBHFL | 17054 | 701 | '21141| 707| 6000| 308 | 100| - 005| 004 =
CBHFL - 743 2.94 85.95 2.87 98.69 507 |- 6030 [ 297 | 1271 | 0.56
Corp 97.10 | 3.99 127.31 4.26 102.51 5.27 63.07 3.10 17.83 .0.79
BankHFL | -~ - | - ' ‘ o
HUDCO ©.1825.00 75.05 2311.00 “77.25. 1287.00 66.17 | 1066.00 52.43 © 1105.00 48.83
IHFL - - -] - 112.24 5.71 544.87 26.80 - -734.51 3245
PNBHFL | 26762 | 1101 | = 25565 | 855 | 28471 | 1464 | 20783 | 1465 | 39302 | 1737
" Total 243169 | 100 | © 2991 32 100 |- 1945, 15| 100 | 2033.07. 100.| 2263.11. - 100

Indbank Housing Limited, one of the seven-central publtc sector HFCs, stopped its lending operatwns in
1998. .

2.2.6  Itis clear that the share of the pubhc sector HFCS in the housmg market continued
to decline during the period 2001-02 to 2005-06 except for PNBHFL and IHFL who
showed increase during this period. However, the total market share of PNBHFL and
IHFL together was small and stood at 1.31 per cent as on 31 March 2006.

2.2.7. The phenomenal growth recorded by the SCBs is attnbutable to the large network .
- and access to low-cost deposits by the SCBs which has helped them to extend home loans
" at competitive rates. Stating that the HFCs did not have these advantages, the
Managements of HUDCO, CBHFL, IHFL and PNBHFL also stated (October 2007) that
the country’s fiscal laws, to some extent, pr0v1ded an advantage to the SCBs vis-a-vis the
HFCs such as: : : :

@) Sect1on 36 (1) (v11a) of the Income Tax Act allowed the SCBs some deductlon in

' the taxable income in respect of provision made by them towards bad & doubtful

. debts. The HFCs were, however, not eligible for smnlar beneﬁt on prov1s1ons
made by them on non—perfonmng assets. -

(i) While loans given by the SCBs to the HFCs qualified as priority sector lending if
the individual loans onlent by the HFCs were up to Rs. five lakh, loans given by
~ the SCBs to individuals for housing purposes up to an amount of Rs.20 lakh -
' qualified as pnonty sector lendmg ,
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2.2.8 Notwithstanding the above, the HFCs have the advantage of selling a single
product with better customised service in comparison to the SCBs who offered a variety
of products in retail finance. There was accordingly a space for dedicated institution in -
the form of HEC to achieve the Government’s objectives in the housing sector.

Recommendation No. 1

(i)  The HFCs business model focussing on a single product needs to be
strengthened so as to enable the HFCs to be more eﬂicnent in asset sourcmg,
servicing and collections.

(it) The Government of India may consider fiscal remedies so that the HFCS can

compete with the SCBs on an even level.
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CHAPTER 111

Role played by Central Public Sector HFCs

3.1  The Central public sector HFCs were established with the main objective of
providing long-term loans for purchase or construction of houses. The brief details of the
five HFCs reviewed are as under:

3.1.1 Housing and Urban Development Corporation Limited

Housing and Urban Development Corporation Limited (HUDCO) was incorporated (25
April 1970) as a fully owned Government Company under the Companies Act, 1956,
with the main objective of providing long term finance for construction of houses for
residential purposes and to finance/ undertake housing and urban development
programmes like water supply and sewerage, roads, power, ports, social and commercial
infrastructure in the country. In fulfilment of these objectives, HUDCO finances a
variety of schemes formulated by State Housing Boards, Development Authorities,
Improvement Trusts, Public Sector Undertakings, State Apex Housing Finance Societies,
Cooperative House Building Societies and Private Builders and Developers. HUDCO
has 20 Regional offices (Annexure I) across the country.

HUDCO manages its affairs through a Board of Directors consisting of six Directors
appointed by its Administrative Ministry viz., Ministry of Housing and Urban Poverty
Alleviation (MoH&UPA). In discharge of day-to-day functions, Chairman-cum-
Managing Director is assisted by Director (Finance) and Director (Corporate Planning).
Regional Offices are headed by Regional Chiefs who report directly to respective
Functional Heads at Head Office. Organisational Chart as at March 2006 is at Annexure
Il

This Report reviewed only the housing finance activities of HUDCO during the period of
five years ending 31 March 2006.

3.1.2 BOB Housing Finance Limited

BOB Housing Finance Limited (BOBHFL), incorporated (28 December 1990) as a
subsidiary of Bank of Baroda (BOB) in association with the NHB, operated through 23
Area Offices (Annexure III) spread over nine States. Due to highly competitive market

and non-recovery of its outstanding dues, BOB took over BOBHFL with effect from 1
April 2006.

3.1.3 Cent Bank Home Finance Limited

Cent Bank Home Finance Limited (CBHFL), hitherto known as M/s Apna Ghar Vitta
Nigam Limited, was incorporated in June 1992 under the Companies Act, 1956. CBHFL
has 12 branches (Annexure IV).

3.1.4 IDBI Home Finance Limited

Originally promoted as Tata Home Finance Limited, IDBI Home Finance Limited
(IHFL) started functioning with a fresh Certificate of Incorporation (under section 23(I)
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-of the Compames Act, 1956) from December 2003 IHFL has 16 branches (Annexure V)
This Report reviewed the performance of IHFL from December 2003 to March 2006

3 1.5 PNB Housing Finance Limited

- PNB Housing Finance Limited (PNBHFL) was 1ncorporated in November 1988 as a
Wholly owned sub31d1ary of PunJ ab Natlonal Bank and has 28 branches (Annexure VI).

3.2 Fmancml Pasition and Working Results of HFCs

The financial position and the working results in respect of the five HFCs for the period
-of five years endmg 31 March 2006 are gtven in. Annexures VH VIH IX, X and XI

3.3 _‘ Implementanon of Govemment schemes by HFCs
3.3.1 Golden jubilee Rural Housmg Finance Scheme

To address the problem of rural housmg, the NHB launched the Golden Jubilee Rural
Housing Finance Scheme (GJRHFS) in 1997-98. This scheme envisaged the
disbursement of housing loan for areas with a population not exceeding 50,000 as per the
Census of India, 1991. The NHB fixed targets under the scheme for the HFCs with the
approval of the Ministry of Finance. Annexure XII shows the targets set, number of
‘dwelhng units constructed and total disbursements of housing ]loans made for the rural:
areas by the HFCS tinder this scheme. :

Audit analysis of 1mp1ementat10n of the scheme indicated that:

PNBHFL over achieved the physical targets set for it up to 2002-03 and thereafter its

* achievements dropped and ranged between 51.30 and 62.20 per cent till the end of ‘March

2006. The Company'disbursed a total amount of Rs.183.47 crore under the GJRHFS

_during the period under review. The Management stated (April 2007) that the non-
" achievement of the targets was due to (a) absence of rural branches, (b) non-availability

of approval of map/plan in the rural areas, (c) absence of conveyance deeds of the

properties, and (d) the properties mostly being ancestral were without proper documents.

‘CBHFL did not achleve the physical targets set and its achievements ranged between 4
to 86.2 per cent during the period 2001-02 to 2005-06 with a total disbursement of
Rs.66.45 crore; the number of dwelling units constructed in rural area fell significantly -
from- 531 in-2004-05 to 28 in 2005-06. CBHFL attributed (May 2007) the lower
- disbursements in rural areas to the fact that all its branches were located in urban areas
only, and ascribed the sudden. drop in 2005-06 to restriction placed by it on fresh
sanctions so as to focus on recoveries of the NPAs.

.BOBHFL did not furnish the relevant mformatlon and thus audlt could not ascertam 1ts
performance in rural housmg

- IHFL had not been glven any targets by the NHB for rural housing.- Its rural housmg

ﬁnancmg_was 10.38 per cent and 6.76 per V_cent,durmg the years 2004-05 and 2005-06
respectively of its total housing finance. IHFL stated (March 2007) that the main
-objective of the Company was to provide long term loans for constructing/purchasing a
“house and no spe01flc priority sector lending had been mandated. It added (October 2007)
that the Company was commiitted to increase its share of rural financing in a phased
manner by mamtalmng commercml v1ab111ty of operations.
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HUDCO did not create any dwelling unit under the GJRHFS as it was implementing all
its rural housing schemes under the Two Million Housing Programme.

3.3.2 Two Million Housing Programme

3.3.2.1 In accordance with the NHHP, the Two Million Housing Programme (TMHP)
was launched during 1998-99 and an annual target of 10 lakh dwelling units (four lakh
dwelling units in urban areas and six lakh in rural areas) was fixed for HUDCO. It was
seen that the Company had achieved the target for urban areas up to the year 2003-04 and
shortfalls resulted thereafter till 2005-06. In the rural areas except in the year 2004-05,
the targets were never met, with the lowest being an achievement of 1.27 per cent in
2005-06. The high achievement of rural targets in 2004-05 was due to the financing of
housing in the tsunami-affected areas. The decrease in achievement of rural targets
during 2005-06 was stated to be due to launching of other schemes by the GOI in this
year like the Bharat Nirman Programme. Table 4 indicates the target and achievement
under each category.

Table 4: Achievements of HUDCO under Two Million Housing Programme

Urban Rural
Year Target Achievement Target Achievement
Dwelling | Dwelling | Percentage | Dwelling | Dwelling | Percentage
units units units units
2001-02 | 400000 401078 100.27 600000 333113 55.52
2002-03 | 400000 459969 114.99 600000 413078 68.85
2003-04 | 400000 427455 106.86 600000 542428 90.40
2004-05 | 400000 254885 63.72 600000 864857 144.14
2005-06 | 400000 184597 46.15 600000 7600 1.27

3.3.2.2 The shortfall in the achievement was attributed by HUDCO to withdrawal of the
TMHP by the State Government Agencies on account of (i) non-availability of
Government guarantee and budgetary support for repayment of HUDCO loans; and (ii)
availability of cheaper finance to State Agencies from sources like National Bank for
Agriculture and Rural Development, Life Insurance Corporation and Small Savings
Schemes. On the issue of low disbursements and low achievement of targets in the rural
areas, HUDCO stated (October 2007) that the State Government Agencies were generally
not keen on rural housing schemes due to poor recovery and difficulties in
implementation. Moreover, absence of nodal agencies, like Rural Housing Boards in
most States restricted the expansion of business in rural areas. HUDCO however, had not
taken any affirmative steps or devised new strategies to ensure that it could achieve the
TMHP targets set for it.

3.3.2.3 There was also a declining trend in HUDCO Niwas (a retail loan scheme) which
indicated that HUDCO failed to appropriately divert its business capacity from bulk
housing schemes to retail lending. In fact, HUDCO increasingly shifted its focus on
funding of urban infrastructure projects. Its lending towards the urban infrastructure
projects increased from 60.85 per cent to 70.65 per cent during the years 2001-02 to

10
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~ 2005-06 whﬂe fundmg for the housmg sector decreased from 39 15 per cent (2001- 02) to
. 29 35 per cent (2005- 06)

' JHU]DCO stated (May 2007) that it carried out busmess on a demand—dmven approach and

L schemes received by it. It further stated that many new HECs had entered the market

- who were more liberal in sanctioning and disbursing housmg loans, whereas it functioned
. stnctly as per rules ultnmately resulting in a decline in its housing business. It is clear

-from the reply that no innovative steps had been taken by HUDCO to adjust its- ]lendmg
E ?pohc1es/procedures to avaﬂ the growing opportumUes of the housing sector.

-3, 4 “From the. foregomg, 1t may be. seen. that the broad objectlve of the Government
’ schemes to encourage. financing of rural housing was not fulfilled by any of the HECs in
the absence of an established rural network by way of branches/counters; due to lack of
k proper conveyance deeds for land; and lack of innevative and proactive - strategies to
advance thelr presence in housing ﬁnance and retail lendmg

Recommendatiojn No.2

i . The_Hch -should review their rural lending portfolios to establish effective
strategies to-increase their reach and coverage in the rural and semi-urban
areas. ' ‘ ’

(i) " The Govemment of India and the NHB may consider regulatory remednes and
. institutional mcentwes to mitigate the constraints in mortgaging rural assets.

11
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Cost @r—'operaﬁmsi

4.1 Resource mobzhsatwn

“As the cost of funds 1s- crucral to a ﬁnance company; its ablhty to generate them is
essentral for 1ts operations. It is noted that the abrhty of the HFCs to raise'resources at the -
_lowest cost is constrained compared to banks due to the absence of access. to- low-cost -
retail’ deposrts Also, the HFCs do not have an extenswe branch network and’ abrhty to
“provide cheque issuing facilities. ’ A - '

-Audit analysis of the HFC’s resource profile mcorporates the cost of resources and
approprrateness of the funding strategy under following sub heads ‘ ‘

42 Asset Lmbzhty Management

4.2.1 The HFCs are exposed to credlt interest rate, 11qu1d1ty, equrty/commodrty price
and operatronal risks and therefore have to put in place systems ‘and intérnal controls to
manage these risks especially those relatrng to interest rates- and liquidity. The Asset
Llablhty Management (ALM) provides a comprehenswe and dynamic. framework for
measurrng, monitoring and managlng hqu1d1ty and interest rate risks of a HFC.

4.2.2  The ALM is the practlce of managing risks that anse due to mrsmatches between
assets.and liabilities and assumes special importance in the housing sector as practically
all the housing loans (assets) are long term while the correspondmg financing resources
(habrhtres) of the HFCs are short to medium term borrowrngs The ALM is the ongoing -
process for formulating, implementing, monitoring and/revising strategies in relation to
these assets and liabilities towards achrevrng financial obJectlves for a g1ven set of risk
‘ tolerance and constraints.- '

- 4.2.3 . The interest rate volatility in an increasingly de—regulated environment brings in
higher risks. The mismatch could adversely affect the business as the interest rates on
current borrowmgs are variable, and the future borrowrngs terms and condltrons are
uncertain.

4.2.4 The NHB as a regulator, had issued (]'une 2002) detarled - guidelines for
monrtomng the ALM in all HFCs. As per the gurdehnes mrsmatches (negative gap)
representrng the difference between cash inflows (11ab111t1es) and cash outﬂows (assets)._'f'
were not to exceed 15 per cent of the cash outflows. The HFCs could, however operate -

on higher levels of rmsrnatch if approved by their Board of ]Dn‘ectors up to 30 September
2002. : . : ,

42.5 Securitisation of asséts is a funding alternatlve' by whrch ﬁnancra]l assets are -
- pooled together and repackaged into marketable 1nstruments Securitisation is possible if
there is a predrctable income stream which converts the 1ncomes/cash flows into capital
for reinvestment and allows businesses, which do not have traditional assets upon which
banks are prepared to lend,- to raise capital from the market. The. funding through -
securitisation of assets can be cheaper than bank loans| as the investment is against an
identifidble set of assets the credit risk of which is percelved to be lower. During 2005--

12
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~ 06,” Housing - Development Finance Corporation Limited (aprivate sector HFC),
, :"mobrhsed funds® of Rs. 1016 crore through three: issues-of mortgage backed ‘securities.
-* - This route of raising finance has ‘however, not been resorted to by any of the pubhc sector -
o HECs reviewed in -audit durmg the perrod of five years end1ng 31 March 2006. In the
- case'of PNBHFL; its Board of ]Dlrectors had on]ly recent]ly approved securrtrsatlon of
assets Worth Rs. 500 crore (October 2007)

: 43 Cost of borrowmgs -

Tradrtlonal sources of fmancrng for the H]FCs are. through debentures bank loans prrorrty
 sector funds loans from ‘multilateral agencies, NHB reﬁnance “retail funding, fixed
, -deposits, efc. A recent trend of securltlsatron of assets is also garnmg popularlty as a
. funding a]lternatrve ' - : » :

A financing busrness requlres careful plannmg and systernatrc assessment of requlrernent
of funds to keep the cost of borrowings ‘at the very minimum. Weaknesses in this could
. lead to - unnecessary borrowing or 1dhng of funds resulting-in avoidable interest

: expendlture or non-availability of funds for its disbursement programme leading to loss
of business. These aspects were evaluated for the five HFCs and the results are as under:

R 17‘4 4 Htgher cost of borrowing

441 “All HFCs -prepare resource mobilisation plans on the basis of their annual targets
for drsbursement of loans. For mobilisation of funds, avenues are explored depending on
the market conditions and while deciding the resource mix, economy in operations is
~ considered as the- most critical factor. The housing finance business is market-driven and
- 'the rates of interest for loans drsbursed are fixed by the HFCs based on the market trends.
Therefore the HECs have to. take adequate measures to keep its cost of honrowrng at
minimum to have a hlgher interest margm for max1nusrng their profit.

-4.4.2 The cost of borrowmg of each of the ﬁve HFCs cornpared to a private sector HFC
for the period 2001 02 to 2005- 06 is shown in Table 5 below: :

'E‘ahﬁe 5: Average cost of borrowing of HFCs

(Figures .in percem‘age )

HFCs reviewed | 200102 | 2002-03 2003-04 | 2004-05 | 2005-06
'HUDCO 11.21 9.87 el 771 7.69
BOBHFL 1071 1039 842|  790|  7.08
‘CBHFL | um| 1w043| 9.68 891 883
TmE | - | - | | sm| o so
',".I;PNBH]F]L 1207 1030 909 742|695
= HE?C in Prwate Sector | B |
“ HDFC 1093|938 721 6.00 5.98

13



Report No.22-of 2007

4.4.3 From the Table 5 it can be seen that while the average cost of borrowing of ITHFL
was comparable to orie of the leading HFCs in the private sectof HUDCQO, PNBHFL,
CBHFL and BOBHFL were borrowing at higher cost in comparison. HUDCO stated
(October 2007) that its average cost of borrowings was not comparable either with HDEC
which enjoyed higher credit rating, or with PNBHFL.and IHFL whose size of operations '
was smaller than HUDCO. In view of the reply, HUDCO needed to make efforts to
maintain appropriate mix of resources to keep the.cost of borrowing to minimum. IHFL
‘accepted that the cost of borrowing was higher for the HFCs compared to the SCBs, as
the latter had access. to. current and savings accounts and dealt with.a host of products.

- The higher cost of borrowings of the HFCs could be offset by lower non—mterest costs to
maintain their profitability. S

a 4.4.4 The sources of funds of the HFCs as on 31 March 2006 is shown in Table 6

- Table 6 Mlx oﬁ‘ borrowmgs of pubﬂnc sector HFCs as on 3 March 2@06

(Amount Rupees in crore)

SL | Instrument HUDCO | BOBHFL | CBHFL | IHFL _PNBHFL_ ‘Total.  of
No. : N Instruments
1 | Bonds, | 1014956 |  20.00 | 6000|° 12500|  10354.56
Debentures and |- ‘ . ' '
Retal fanding (47.29) (9.13) (384 |  (1196) (42.18)
2 - |Bank  Loans, | 7380.10 | 18545  83:06.| 134037 459.93 9448.91
g°m°‘cml © (3439 | - (84.69) | (3191 (85.88) | - (43.99) (38.49)
Paper A R S A 4 o
3 Public Deposits . 1905.33 - 46.75 - 134.28 2086.36
(8.88) | (17.95) (12.84) ©(8.50)
4 | Loans from GOI | 120473 ; ; -? 8826 | 129299
and Fls - (5.61) (8.44) (5.27)
5 | Loans from |  821.68 - - - - 82168
multilateral (3.83) (335)
agencies
6 | NHB refinance - 1352 13052 160.45 238.08 542.57
S (6.18) | (50.14) | (10.28) (22.77) (2.21)
Total 21461.40 218.97 | 260.33'| 1560.82 | 1045.55 24547.07

Note: Figures in bracket indicate the percentage to the tqial borrowings of the HFC.

4.4.5 As can be seen from Table 6, these HECs mainly raised funds through bonds, bank
loans and commercial papers. The Public Deposits and NHB refinance routes were not
resorted to in a big way by these HFCs.

14
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: 4.5 Net Interest Margin L

" 4.5.1 Earnings are a key input to-augment capital required for supporting growth and
: absorblng losses, -as well as to attract equity and debt. Earnings for the HFCs are driven
mainly: by their Net Interest Margin (NIM), being- the difference between the average
_yield of the loan assets and :average cost of funds deployed. The audit evaluated the
 stability and sustamabnhty of the profitability as reflected in the funding structure,
opera’uonal efficiencies and portfolio quality.

4.5.2 A thin NIM indicates low proﬁtabnhty which limits the Company ) capablhty to
- generate resources and to meet the challenge of business risks arising out of the NPAs -
and fluctuations in interest rates. Table 7 indicates the comparative data of the NIMs of
the HFCs benchmarked against those of HDFC during the period of review: 3

Table 7: Net Hnterest Margin of E%‘Cs

(Fzgwres in percentage )

HFCs reviewed | 2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06
HUDCO 041 | 191 | 216 | 18 | 166
BOBHFL | 224 162 |- 149 | 152 | 225
CBHFL | 149 | 174 | 048 | (9045 | 002
Jme 0 o o 12 | 200 | 220
|pNBHFL. | 236 207 | 211 | 194 | 245,
HIFC im Pﬁ'ﬁvate Sec&or« | ’ . | | |
.-‘-,"H'D]FC- b 2m | 217 | 246 | 238 | 257

Lo Source: Annual accounts 'of thée HFCs

"4.5.3 Tt is evident from the above table that the NIMs achieved by PNBHF]L and ][H]FL

matched the trend prevailing in HDFC. In all other HFCs, the NIMs were on the lower
side thus indicating that these HFCs were not competitive enoughi. . Some of the major
factors attributable to- lower NIM in these HFCs were:

(1) -unlike the SCBs; these HFCs had no access to low 1nterest reta11 ﬁnance such as’
. current accounts and sav1ngs accounts - :

(i:i)‘.' _ Rthe reﬁnance support of the NH]B did not work. effectlvely as pubhc sector HECs
: hke HU]DCO were not able to meet requuements of low level of the N PA.

(i) poor credlt ratings of these HFCs reflected in higher cost of borrowmg.

(iv).  higher proportion of opefational costs in relation to business volume.

15
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4.6  Declining trend in mobilisation of funds through Public Deposit Scheme

Mobilising funds through Public Deposits (PDs) has certain inherent advantages over
other sources of financing viz., non-requirement of securities, medium to long span of
holding without much change in interest costs, and regular flow of funds from regular
depositors. As per the NHB (Directives) 2001, an HFC could raise PDs up to five times
of its Net Owned Funds®. Funds mobilised through PDs by the HFCs are given in
Annexure XIII. It was observed that despite the stated advantages, the HFCs did not
resort to this route to mobilise funds.

BOBHFL and IHFL did not mobilise funds through PDs. Based on the year end balances
in the case of PNBHFL and CBHFL, it was seen that their funding through PDs reduced
from 28.97 per cent (2001-02) to 12.84 per cent (2005-06) and 39.18 per cent (2001-02)
to 17.96 per cent (2005-06), respectively. For HUDCO, there was a declining trend in
mobilisation of funds through PDs: mobilisation through this source reduced from Rs.247
crore during 2004-05 to Rs.82.37 crore during 2005-06 though this source was cheaper in
2005-06. HUDCO stated (May 2007) that it had increased the mobilisation of PDs to
Rs.350 crore during 2006-07 and was targeting to raise Rs.2000 crore during 2007-08
through PDs. However, the Company did not elaborate the strategy by which it planned
to raise these huge resources.

4.7  Mid-way reduction in cost of borrowings

In order to get the cheapest funds from the markets, the HFCs depending upon the market
conditions were expected to carry out dynamic treasury operations. In one case, the audit
noticed that CBHFL in 2004 decided to retire its high cost debts of the NHB and to
reduce interest burden on outstanding dues as there was a decline in interest rates in the
market. The NHB accepted CBHFL’s request to allow prepayment of loans amounting to
Rs.98.61 crore. Accordingly, CBHFL approached its parent bank for sanctioning a term
loan of Rs.98.00 crore. CBHFL could neither get the term loan from its parent bank nor
did it resort to any other alternative source of borrowing.

CBHFL stated (May/October 2007) that the Company could not pre-pay the high cost
funds of the NHB as the parent bank could not provide the required funds at cheaper rates
because of the arm’s length policy of the Reserve Bank of India and the borrowings from
other sources were available at a rate of 8.50 per cent. However, in view of the fact that
the weighted average cost of the NHB funds was in the range of 9.25 per cent, CBHFL
could have approached other sources to save the interest cost.

4.8  Refinance from NHB

With the objective of providing long term funds to the HFCs, the NHB offers refinance
on certain terms and conditions in respect of the loans extended by them. The refinance
scheme was not availed by the HFCs in a big way because to qualify for the same, the
NHB required prepayment charges and had stipulated that NPAs of the HFCs should not
be more than five per cent. The internal credit rating system of the NHB also did not
allow these HFCs, having comparatively poor credit rating, to resort to refinance from the
former.

* Net Owned Funds represent the aggregate of paid up capital and free reserves reduced by accumulated
losses, deferred revenue expenditure and other intangible assets.
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Three HFCs (HUDCO, PNBHFL and ][HFL) availed refinance facility up to 32.33 per

cent of the total borrowings during the last five years ending 31 March 2006. In
PNBHFL, refinance facility had come down from 32.33 per cent (2001-02) to 22.77 per
cent (2005-06). The refinance from the NHB was not availed by HUDCO during 2004-05
and 2005-06 as the interest rates of the NHB were comparatlve]ly higher than the rates
prevailing in the market. HUDCO stated (March 2007) that its housing loans disbursed to
Housing Boards, State Government and its Agencies were not eligible for refinance from
the NHB. HUDCO stated that it did not- prefer the NHB refinance due tor smngent
conditions coupled with higher rate of i interest.

The innate objective of the NHB to provndle refinance facility to the HFCs, thus, remained

largely unfulfilled.
4.9  Employee cost

4.9.1 A factor that affects maximising proﬁtablhty of the HFCs is employee cost. As
such a lower percentage of employee cost to the amount disbursed during the year is
indicative of higher efficiency. An analysis of the percentage of employee cost to
disbursements revealed that when compared to the private sector HFC, viz., HDFC, the
cost was higher in the HFCs under review, as shown in the Table 8 below:

Table 8: Percentage of employee cost to disbursements

(Fl_igures in percentage)

| HFCs revﬁewe-(i-_ : zgminbz | 2@@2@3 2@03%-@4_ 2004-05 | 2005-06 |-
BOBHFL 053 | 034 | 10 * N
J'::.&CBHDFL 075 | 066 | 080 " "11;7";2
CmEL - o133 | 053 | 048
R e — [ oss | os T 098 102
HE‘C in Prnvate Seetor |
L EDEC - 042 0390 - oss oz o

o Due to merger deczswn, BOBHFL had stopped fresh dtsbursements durmg these years

In case of HUDCO the ratm could not be worked out as. data regardmg number of staff for T

housmg and urban mfrastructure pmjects were ‘not separately avazlable

4.9.2  The above data indicates that the ratio of employee cost to. dhlsbursements in

" “HDFC ranged between 0.32"to 0.42 per cent and showed a dechmng trend over the

period of review. While except for IHFL in the pubhc sector the other HFCs had very o
. high-ratios indicating low. efficiency of operations. In case of CBHFL, the marked Jump- e gl
in the ratio in 2005-06 was attributed to the fall in the disbursement of loans by 78.92 per _

- centin 2005 06-as’ compared tothe prev1ous ‘year; as discussed in para'5.2.4 infra: -
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4.10

e

From the foregomg study of the HFCs’ resources! proﬁle it emerged that:

' The abrhty of the HFCs to- raise resources at< the lowest cost is constralned :
B compared to the SCBs due to the absence of access to’ ‘low- cost retail deposits.
_ Further, the innate objectrve of the NHB to provr‘de refihance facrhty to the HFCs

" remained largely unfulfilled, as the HFCs like HUDCO were not able to meet

' requrrernent of low level of NPA.

 The five HFCs mamly raised funds through bonds bank loans and commercra]l
" papers. The Public Deposits and the NHB refmance routes were not resorted to in
~ abig'way and the option of raising finance through securitisation of assets had not

been resorted to by any of .the HFCs revxewed‘dunng the five years ending 31

- March 2006. Except for IH]FL the other four HFCs comparatlvely borrowed at
‘higher cost.

 Net Interest Margin achieved by PNBHFL and IHPL matched the trend prevaﬂmg

* in one of the leading HFCs in the private sector. In the other three HFCs, it was
~on the lower side, indicating that these HFCs were not cornpetltlve enough and
 therefore, vulnerable to elimination from the housing finance market

Recommendatwn No.3

®)-

i)

. The HFCs should strive for a proper mix. of resources in order to minimise the
. cost of Ib@rmwmgs !

- In order to promore the easy amrlabrlrry of ‘low=cost resources for housmg

- finance, the Government of India and the NHB’ may consider suitable measures

(ﬁi)f

" to increase the depth of the market for mortgage backed securities and to
- encourage the HFCS to resort to securrtrsatwn of assets as.a furrdmg
J altematwe : :

The NHB re=f narrcmg mechamsm needs to be revrsrred to facrlrtate the publuc

sector HFCs in availing ready credrt at cnmpennve rates.
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| @pemﬁﬁ@ﬁm}i Perfomname and Control Issues

5. 71 ‘ Operatwnal Performance

. 1 1 Table9 below shows the 1mportant performance 1nd1cators of the five HFCS

'E‘abﬂe 9: Hmportant Pen'formance Indicators of the HECs

(Amount Rupees in crore)

Financial Indicators 2001-02 | = 2002-03 2003-04 2004-05 2005-06
| o HUDCO |
| Housing Loan disbursements during the |  1825.00 2311.00 | 1287.00 | 1066.00 ~1105.00
year : « ‘ )
Growth rate of disbursements over | - 26.63 |. (-) 44.31 (-)17.17 3.66
previous year (in percentage) . o
Housing Loans outstandmg at the end | 1044243 ' 10418.50 9693.57 8301.53 | = 8148.61-
of the year . N
NPA at the end of the year 1233.46 886.66 762.08 - 1119.52 1258.05
v NPA to total loan assets (in percenthge) ) 11.81 8.51 7.86 13.48 | 15.44
Incomé‘ from Housing Operations - 1361.13 [ -~ 135436 119456 '1036'.42 728.71
| - BOBHFL |
Housing Loan disbursements during the 170.54 211.41 60.00 1.00 0.04
year :
Growth rate of disbursements over - 23.97 ) 71.62 | (-)98.33 () 96.00
previous year (in percentage) - :
Housing Loans outstanding at the end |  464.24 601.74 48490 |  366.83 |  283.13
of the year T . : E
NPA at the end of the year ° 12.12 22.38 42.11 70.30 55.55
NPA to total loan assets (in percentage) | 2.61 372 8.68 19.16 ‘ - 19.62 »
Income from Housing Operations 52.71 64.01 53.83 . 40.11 30.31
" CBHFL o
Housirig Loan disbursements during the - . 71.43 85.95 98.69 - 60.30 12.71
- year : - :
Growth rate of disbursements over - 20.33 14.82 - (3890 (-) 78.92
previous year (in percentage) . :
Housing Loans outstandmg at the end 270.13 312.64 357.32 . 365.77 322.19
of the year : .
| NPA at the end of the'year 1960 19.78 4672 |- 84.63 63.66
.NPA to total loan assets.(in perccntage) N 7.26 6.33 13.07 23.14 19.75
Income from Housing Operations .32.92 35.46 34.04 30.58 . 3043
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. IHFL

HousingLoan.,d'is'bursement‘s during the | - - o 11224 | 544877 - 73451
| year ; o . o .‘ S D
Growth rate of disbursements. overff e e e o e 3480
previous year (in percentage) ' ' R Y - o
Housing Loans -outstanding at the end - S ’ 485.20 922,58 |- 1516.93
of the year = - . _ , : e N N -
NPA atithc‘end oftheyear o v -,,: : ‘ - ; . o Lo 991 - ;:‘;1‘4.34' 19.5_0
NPA to; total loan assets (in per_centage) o= R - 204 S 1,55 0 129
Income;%from Housing_Operations ' - - . 44.62» - 15490 100.40
_,‘ e —
| Housing Loan disbursements during the 267.62 © 255.65 ‘ 28471 | - 297.‘83 393.02°|
year . } I : , B - S O
Growth' rate of disbursements over - (447 1137 . 461 7 31.96
previous year (in percentage) - o j ) o :
Housing Loans outstanding at the end |  521.30 64359 | . 77622 |  898.67| 1099.69
of the year o . ‘ ) o . . : :
NPA at the end of the year " 2097|2361 | 3218 | 6924 | 3879
NPA‘to.jtotal loan assets (in percentage) 4.02 . - 3.67 1 4,15 . . 7.70: - 3.53
Income from Housing Operations - - 66.89 - 80.23 »89.83 - 8641 102.05

® fmm October 2003 onwards

512 ‘Two dlscemlble trends noted from the above data are negatlve growth in housmg E
disbursements and poor quality of assets i.e., rising level\ of the NPA in HUDCO, CBHFL
- and BOBHFL, while PNBHFL and IHFL performed 'well on these two performance
: benchmarks Audit reviewed these aspects and observed the followmg '

5.2 Declme m disbursement of housmg loans

5.2.1 HUDCO’S disbursements of housing loans decreased from Rs. 1825 crore in
2001-02 to Rs.1105 crore in 2005-06 which led to wa fall in ‘income from housing
operations from Rs.1361.13 crore in 2001-02 to Rs.728, 71 crore in 2005-06. . One of the
“major reasons for declining trend was decline -in business from State Agencies and
HUDCO’s failure to diversify its housing portfolio by tapping retail home loan business. . -
A detailed analysis of its housmg portfoho revealed the followmg

@ Seven of HUDCO’s ReglonaJl Offices showed severe dechne in dlsbursements of ,
loans over the five years ending 31 March 2006 ‘with meagre housmg ]loan "

'~ disbursements of less than Rs.10 crore (Annexure XIV) ranging from nil (Jammu
;,and Kashnnr) to Rs.8.12 crore (Mampur) 'Dhere was nothlng on record to

~ indicate - any remed1a1 steps taken by the Management based on a penodlca]l '

- - review. of i its non- performing Regional Offices.

L HUDCO stated (May 2007) that the State Agenc1es in these reglons d1d not come
- forward to take loans from the Company due to non—avallablhty of State
- Government guarantees. However, action to increase its Tetail business 1n these
 regions by HUDCO to make them profit centres was not on record.
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Recommendatzon No 4

HUDCO should put m place a system for perwdtcal review of its non-performmg
Regzonal Ofﬁces - _ v

(11) HUDCO launched (1998) a. retail finarice scheme under the name of ‘HUDCO:
Niwas’ (HN) to sanction housing loans toindividuals and bulk loan to State
~Governments, para-statal bodies of the State Governments and PSUs for granting

~ house building advances to their employees. A table indicating the sanctions,
disbursements, default position and NPA during-2001-02 to 2005-06 under the
HN scheme is shown. in Annexure XV. Sanctions and disbursements under this
' - scheme started declining. from the year 2003-04 onwards and disbursements
. during the year 2005-06 were very-low at Rs.52. 23 crore as.compared -to
' d1sbursements of Rs.973.89 crore- durmg 2002-03. :

. HUDCO attributed (May 2007). the declining trend to competltrve interest rates
~and aggressive marketing by other -players in the industry. The reply is not
tenable as the interest rates of the Company were comparable with other players
~in the market. The inadequate marketing efforts coupled with a weak support
structure to meet the challenges posed by a-competitive market led to this
~ negative trend. HUDCO. further stated (October. 2007) that in view. of -the.
'_competltlon in the market, the norms were gradually being made ﬂexrble and

. customer frrendly, the rmpact of which would be seen in future.

Recommendatzon No. 5

HUDCO should strengthen lts housmg f nance portfolw through HUDCO leas
scheme to ensure greater coverage of the low-income and the poorer secttons of the
society. '

(i) HUDCO did not fix separate targets for the HN business and as a consequence |
~ ' requisite focus ‘was not provided by the Reglonal Offlces on developmg the retail
"~ business. Moreover HUDCO did not resort to W1de pubhcrty to promote ‘the HN
.-scheme. :

HUDCO stated (May 2007) that the Regional Ofﬁces could not make the
' pubhclty expenditure for want of budgetary approval from the Board. . The reply
clearly showed that no marketmg strategy existed in the Company to enhance its
reach to' prospective borrowers in a highly competitive market.’ Further, it was
noted.in audit that HUDCO was over dependent on State Government. Agencies
and the retail finance to individual borrowers was not given Dpriority.
. Consequently, as soon as the State Government Agencies. stopped availing
- housing loans. the busmess under the HN scheme fell drastrcally from the year
- 2003-04 onwards - o - :

(iv)' . ngher penal 1nterest rate clauses led HUDCO to lose busmess to 1ts competltors :
On a test check of -the records .of 2355 :loan accounts- under its

: Thrruvananthapuram Regional Office, it' was noticed that 507. loan accounts

- involving a portfolio of Rs.13. .24 crore were taken over by- other HFCs from

e HUDCO durmg the perrod from 200]1 02 to 2005 06 Wthh accounted for 21.53
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per cent of the total loan disbursements during this period in the region. HUDCO
stated (May/October 2007) that take over of loans is a common phenomenon in
the dynamic market and added that it has now rationalised its penal interest rate.

5.2.2 BOBHFL showed continuous decline in disbursements from Rs.211.41 crore in
2002-03 to Rs.0.04 crore in 2005-06 and the main reasons as noticed in audit were
competition from its parent bank which was operating its branches from the same
premises of the Company, high cost of borrowings; inadequate staff strength; and the
decision to merge the Company with the parent bank.

5.2.3 PNBHFL showed a rising trend in disbursements from Rs.267.62 crore in 2001-
02 to Rs.393.02 crore in 2005-06 but its achievements were far below the targeted level
of business except in the year 2005-06. Its achievement of targets ranged between 50.11
and 63.27 per cent during the years 2001-02 to 2004-05. However, during the year 2005-
06 the target was revised downward and fixed at Rs.390 crore which was achieved.

5.2.4 In CBHFL, disbursements showed a rising trend up to 2003-04 but declined
thereafter. Reason for decline in business from 2004-05 was stated to be slowing down
of business due to an alarming increase in NPA and the Company’s focus on recovery of
old loans rather than sanctioning fresh ones. CBHFL stated (May 2007) that for the year
2007-08, the Company has already fixed targets for its branches under different
parameters and would concentrate on fresh sanctions and disbursal of loans. It added
(October 2007) that new loan and recovery policies have been formulated and approved
by the Board in June 2006.

5.2.5 Disbursements by IHFL in the first year (2003-04) of its operations, after take-over
from Tata Home Finance Limited (private HFC), declined by 32 per cent but grew in the
subsequent years. Management attributed (December 2006) this growth to virtual rebirth
of the Company.

Recommendation No.6

(i) The HFCs should review and on the basis of the review redefine and implement
operational strategies to arrest the declining trend in their business in a rapidly
rising market driven by expanding levels of prosperity and growth in the
demand for housing.

(ii) The HFCs should consider establishing such innovative lending schemes that
cover the various segments of the urban and rural population including the
adoption of a more pragmatic approach in their credit appraisal norms.

5.3  Quality of Assets

The level of the NPA indicates the quality of assets. The quality of assets is a primary
consideration while assessing credit risk in a finance company. Audit evaluated the
HFC’s approval procedures, collection procedures, management information systems that
allowed monitoring to address potential credit problems and loss mitigation strategies,
asset diversity in terms of assets classes, geographical distribution, delinquency level,
write offs and recovery levels to assess the quality of assets.

As per the Housing Finance Companies (NHB) Directions, 2001, a loan asset in respect
of which interest or instalment remained overdue for 90 days with effect from 31 March
2005 (180 days as on 31 March 2004) was to be classified as the NPA. Since interest
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accrued on the NPAs could not be recoginsed as income in the accounts, higher level of
the NPA would amount to low revenue. The level of the NPA as a percentage to the loan
assets of the HFCs is discussed in the following paragraphs:

5.3.1 HUDCO

5.3.1.1 The percentage of the NPA to total loan assets in HUDCO was very high and
stood at 15.44 per cent as on 31 March 2006 when compared to that of PNBHFL which
was 3.53 per cent. HUDCO had not effectively controlled its NPA resulting in higher
provisioning with lower profits. It is pertinent to note that though loans outstanding had
decreased by 21.97 per cent i.e., from Rs.10442.43 crore (2001-02) to Rs.8148.61 crore
(2005-06), HUDCO’s NPA increased from Rs.1233.46 crore (2001-02) to Rs.1258.05
crore (2005-06), showing that the quality of a portion of its loan portfolio was becoming
bad. HUDCO stated (October 2007) that its NPA was high as its housing loans included
the loans to State Governments and other agencies which had much higher individual
exposure than individual borrowers; as such, its NPA level should not be compared with
other HFCs which were lending to individual borrowers only. The NHB’s norms
however, do not differentiate NPA between the business segments.

5.3.1.2 Forty-three borrowing agencies accounted for Rs.906.52 crore (Annexure XVI)
of the total NPA of Rs.1258.05 crore as on 31 March 2006. A review in audit revealed
that these accounts turned NPA mainly on account of deficiencies during appraisal and
sanction. HUDCO stated (October 2007) that defaults in 29 cases were either resolved or
close to resolution and in the remaining cases the process of resolution was in progress.

5.3.1.3 The age-wise details of defaults in HUDCO during the years 2001-02 to 2005-06
are given in Annexure XVII. The age-wise defaults as on 31 March 2006 is given in
Chart 2.

Chart 2

Default as on March 2006 (Amount in crore)

A 25.02
) 109.47

@0-3 months

@ 3-6 months
06-30 months

O above 30 months

830.61

It would be seen that defaults which were more than 30 months old (Rs.830.61 crore)
accounted for 81 per cent of the total amount of defaults (Rs.1023.63 crore) as on 31
March 2006; indicating that there was higher risk of non-recovery of this amount.
Scrutiny further revealed that an amount of Rs.288.40 crore pertaining to 38 agencies was
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lying in default for more than 10 years of which Rs.133.68 crore was the default of 17
agencies in the Gujarat region alone relating to cooperative societies.

HUDCO had initiated legal action and the cases were under finalisation at various stages
in the Debt Recovery Tribunal. HUDCO stated (May/October 2007) that recovery efforts
were being made. However, HUDCO would not have faced such huge NPAs had due
care been taken at all stages when the loans were appraised, sanctioned and disbursed.

5.3.2 The NPA in CBHFL increased from Rs.19.60 crore (2001-02) to Rs.63.66 crore
(2005-06). The over-dues exceeding 12 months had increased from 64.93 per cent (2001-
02) to 88.16 per cent (2005-06). The Company slowed down disbursements of housing
loans in 2005-06 and 2006-07 and concentrated on recovery of outstandings. CBHFL
stated (October 2007) that it was in the process of liquidating the NPA by resorting to
action under the Securitisation and Reconstruction of Financial Assets and Enforcement
of Security Interests (SARFAESI) Act, 2002 and it had taken over the assets in 529 cases
involving NPAs of Rs.17.71 crore and disposed off assets in 215 cases realising an
amount of Rs.5.95 crore during the period 2004-05 to 2006-07.

5.3.3 BOBHFL’s NPA increased from 2.61 per cent to 19.62 per cent during the five
years ending 31 March 2006. The increase in NPA was mainly on account of control
failures in sanction and monitoring of loans. The Company had written off Rs.4.65 crore
during 2005-06 to improve its quality of assets before takeover by its parent bank.

5.3.4 PNBHFL’s NPA level was low and stood at 3.53 per cent during 2005-06.The
sudden growth to 7.7 per cent during 2004-05 was on account of change in the NPA
provisioning norms. PNBHFL effectively controlled its NPA by taking over the
mortgaged assets of the defaulters under SARFAESI Act. During the period 2004-05 to
2005-06 it had taken over the assets in 494 cases involving NPA of Rs.26.43 crore and
disposed off assets in 221 cases realising an amount of Rs.12.39 crore.

5.3.5 TIHFL’s NPA position at 1.29 per cent as on 31 March 2006 was comparable to
the levels of private sector HFCs.

Recommendation No.7

(i) The HFCs should draw up time bound plans to take immediate legal steps
(including recourse to the SARFAESI Act) for recovering the overdues.

(ii) The HFCs should encourage disposal of their non-performing assets by
evolving an objective system of determining the sale price of mortgaged assets.

5.4  Control failures causing higher level of NPA

The NPAs referred to in this report mainly arose out of the loans sanctioned in the earlier
years. The main reasons for these loans becoming NPAs were attributable to control
failures at various stages of appraisal, sanction, disbursement, monitoring and recovery.
Audit analysed these controls in the five HFCs and the findings are discussed in the
following paragraphs:

5.5  Appraisal and Sanction Level Controls

Each HFC had laid down guidelines to be observed while appraising the loan applications
for sanctioning the loans. Audit reviewed the implementation of the control system in this
regard and major audit findings are discussed below:
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5.5. 1 HUDCO

®

)

' .The Company did not mamtam any database at corporate level regarding the

number of appl1cat10ns received, processed, sanctioned and rejected by Regional

_ Offices in réspect of HUDCO Nrwas scheme. In the absence of such a database,
‘the Corporate Office was not in a position to effectively. momtor the main
- functions at the level of the Corporate management

""'-_Credlt worthmess and track record of a private party (M/s CR. Patil, Surat) was

not verified’ mdependently by HUDCO before sanction (March 2002) of loan
amounting to Rs.17.25 crore. An amount of Rs.6.80 crore was dlsbursed though
the fact of the party being a defaulter was in the knowledge of HUDCO. The party

- defaulted and the loan amounting to Rs.3. 48 crore was outstanding (March 2007).

o HUDCO stated (May 2007) that the loan was sanct1oned and released based-on

(iii)

@(iv)

the security of the registered mortgage of the property and the Board of Directors

" ‘'was informed about default of the party. It added (October 2007) that HUDCO

had filed (June 2006) a joint recovery application in the Debt Recovery Tribunal,
Ahmedabad:. The outcome of the same was awaited (October 2007).

A loan amounting to Rs.59.41 crore was sanctroned and disbursed (March 1999 to

-May 2001) to Jalgaon Municipal Corporation without the project site having been

identified and -assessing the financial viability of the project. Subsequently the
project site was disputed by the public and the project was not completed. The
total loan became a NPA and as on 31 March 2006, it stood at Rs.63.96 crore

. (including interest and other charges of Rs.4.15 crore). Though the loan has been
in default since:September 2005, HUDCO was yet ‘to initiate legal action

(September 2007). HUDCO stated (May 2007) that the sanction and disbursement
were made based on the certificate given by the Prm01pa1 Officer under the
Maharastra Municipality Act; and added (October 2007) that it was pursuing with
the Government of Maharastra for settlement of default and that legal option

‘would be exercised as the last resort. The actual recovery however, was awaited
(September 2007).

HUDCO sanctloned a loan of Rs 100 crore to a prrvate party for a housmg pI‘O_]eCt
without ensuring ‘No ObJectlon Certificate’ from the Ministry of Environment &

‘Forest and approval from the local authorltles regardmg land use.

HUDCO stated (May/October 2007) that' the scheme has since been closed. However
though the amount was not disbursed ultimately, the scheme involving a major financial
commitment was sanctioned without the Company havmg actually verified that
clearances had been obtained and that the party had a clear title to the land.

)

Under Thlruvananthapuram Reglon HUDCO converted (March 2003) the

- existing scheme-based loans of Kerala State . Housing Board (KSHB) totalling

Rs.410.68 crore (including interest), at average rate of 1nterest ‘of 13.95 per cent,

- into bulk loan under the HN scheme at 10 per.cenf rate of interest, which in

.. February 2005 was further reduced to 8.25 per cent. The conversion was not

covered by the HN guidelines which permitted loans to State Government/PSUs
for onward disbursement of house building advances to their employees. Further,

“the conversion to bulk loan and reset of interest was subject to submission of
utilisation certificates and fresh Government guarantee, which had not been
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fulfilled by KSHB. Hence, resettmg of interest rates in contravention of its
guidelines was an undue benefit to KSHB and the financial 1mpact on the
resetting of interest, as worked’ out in audit, was about Rs.144.89 crore for the

- period of ten years from Aprll 2003 to March 2013. In spite of these concessions,

KSHB again defaulted in repayment and the default amount stood at Rs.50.96 '
crore as on 31 March 2007. o , ‘

- HUDCO stated (May/October 2007) that the conversion| of scheme based loans to the HN _
scheme was made in the interest of the Company otherw1se 1t would have lost this
portfolro to other Fmancral lnstltutlons/ Banks ’

5.5.2 BOBHFL

M

(ii)

(iii)

@iv)

Under Baroda Area Office, loans amountlng to Rs;71.75 lakh were sanctioned to

eight borrowers (October-November 2002) for purchase of shops i.e.; for non-

housing purposes, at Timba, GruJarat which ult1mate1y turned bad ln respect of
these loans, the followmg lapses were notrced

® The loan amount was d1sbursed d1rectly to the burlder wrthout any
authorrty letter or written requests from the borrowers

e The market. Value of the land at the time of sanctron or d1sbursement
 of loan was not assessed. . SRR

° There was no busmess act1v1ty 1n the so called shops

® Genulneness of income tax retums and. credit worthmess of the
borrowers was not verified. .

BOBHFL could not tecover the loan amount and ultlmately wrote off the loan

(March 2006) resultmg in a loss of Rs. 71 75 lakh

The orrgmal regrstered sale agreements in 11 loan accounts share certrﬂcates in-
12 loan accounts-and lien-noting confirmations from the Co-operative Housing

~ Society in 12 loan accounts were not obtained before sanction and'disbursement

of loans by Mumbai ‘Area Office during the period March 1995-to October 2002

‘These loans amountlng to Rs. 95 05 lakh’ have ultlmately become NPAs

Baroda Area Office did not conduct 51te verrﬁcatron of the burldlng and the
building completion certificate furnished. by the borrower was subsequently found
to be false. In this case an amount of Rs.56.89 lakh was disbursed (August 2002
to January 2003) to the Builder & Secretary of’ Sobha Park Housmg Co operatlve v
Society and this account becamie NPA. ' '

Instances of 1ncomplete appllcauons were also notlced in aud1t In Pune Area
Office in 40 cases test checked it was found that in 'six cases, the basic
information in the: loan apphcatlon i.e., name of employer desrgnatlon of
employee, father’s name and date of birth were not filled ‘up properly. Further the
genuineness of the salary certificates and 1dent1ty proofs were not verified before

- d1sbursement of loan amounts These cases 1nvolvmg Rs.17. 13 lakh became

- NPAs."
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553 CBHFL

i Dunng the penod 2002 03 to. 2003 04 sanctlons and d1sbursements were target

" " oriented only and CBHFL. did not carry out the requisite pre-sanction and

' :dlsbursement checks. This was proved by the fact that 44.70 per cent of the loan
'accounts 1nvolv1ng Rs 29 46 crore of thlS period became NPAs.

_ (11) In Bﬂaspur ‘Bhopal: and Jabalpur | branches of this HFC, proof of residence of the
.., borrowers was not obtained in 65 cases and the total amount of Rs.1.60 crore
dlsbursed became NPA. :

(iii) ;Essentlal.. documents - liké- the salary'or income certificates were not properly
- dnalysed. by : four ‘branches.-of CBHFL while sanctiening loans amounting to

- Rs.1.47 crore to 49 borrowers. In these cases, a sum of Rs.1.40 crore has become -
(iv) ' InJabalpur branch, Rs.6.90 lakh were shown outstanding against two botrowers
. “who disclaimed recerpt of loan. In Bilaspur branch, ene borrower denied taking a
" loan of Rs.1.60 lakh and had not paid any 1nsta1hnent In these cases the loan

' ;amounts were dlsbursed dlrectly to budders wrthout the consent of the borrowers.

_CBHFL (October 2007) accepted that the loans were sanctioned in these cases without
. proper verification. Stating that checks- and control system had- since ‘been introduced to
enhance the quality of assets, it added that legal action had been mltlated against the
' defaulters besides d1s01p11nary action agalnst 16 ofﬁcers

554 PNBHFL :

Total NPA at Hyderabad branch was Rs,18.21 crore consisting of 402 cases as on 31 -

. March 2006. In 187 cases, the Company.invoked the provisions of SARFAESI Act,
2002, took over the assets, disposed them off and realised Rs.8.74 crore against the
outstandmg amount of Rs.11.77 crore thus i 1ncurr1ng a'loss of Rs.3.03 crore.” The reason
for this loss, as éxamined i 1n audit, was found to be overvaluatlon of assets in 175 cases.

The recovery proceedlngs in respect of the remalnrng 215 cases were in progress (March
2007,

PNBHFL assured (Apnl 2007) that such 1nc1dents would not happen in future and added :
that fresh instructions were issued to all the branches for meticulous appraisal, pre--
sanctlonappralsal legal scrutiny, valuation, post-disbursement and follow-up.

5.5.5 IHFL _ _ o L .
S1Xty-ntne'borrowers were sanctioned housing loans amountlng to Rs.4.78 crore, though
- as per the eligibility limit, they were entitled for Rs 4.41 crore only, thus resultrng in
excess sanction of Rs.0.37 crore, : :

5.6 "-Disbursement System Controls '

- 5.6.1 Each HFC had issued guldehne for- dlsbursmg loans Audit rev1ewed the control
system in this regard. and observed the followmg deﬁ01en01es : '

(1) Asper the guidelines laid down in Financing Patterns (internal orders indicating; -
mter—alza, the rate of interest and terms and conditions . for dlsbursement) of

- HUDCO, no fresh releases should be made to defaulting agencies unless default

" amount was recovered An analysrs of records relatmg to 760 releases made to 56
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agencies during the five years ending 31 March 2006 revealed that HUDCO made
73 releases to 14 defaulting agencies amounting to Rs.323.98 crore in violation of
its own guideline (Annexure XVIII). HUDCO stated (May 2007) that the
condition of default for release of loans to Government agencies was waived in
November 2002 and added (October 2007) that in some cases releases were made
pending realisation of past repayment or on merits. The fact is, however, that such
concession was withdrawn in May 2003 and the amount of Rs.323.98 crore was
released to the defaulting agencies during the period when condition of default
was in force.

(ii)  As per the para No. 28 of Chapter III of the NHB Directives 2001, no HFC shall
lend to (a) any single borrower exceeding 15 per cent of Net Owned Funds (NoF)
and (b) any single group of borrowers exceeding 25 per cent of their NoF. An
audit analysis revealed that in respect of advances to 13 agencies (Annexure
XIX), HUDCO violated the norms prescribed by the NHB by exceeding the total
exposure limit. The exposure to these agencies was allowed year after year with
the actual exposure as on 31 March 2006 being in the range of 16.67 to 42.52 per
cent of NoF. HUDCO, through its administrative Ministry, approached (February
2005) the NHB for exemption from this exposure limit which was not agreed to
by the latter. However, HUDCO was yet to take corrective action to limit the
exposure within the prescribed norms (September 2007).

HUDCO stated (May/October 2007) that if this exposure limit was strictly adhered to,
there would be major constraints on the business of the Company. The reply is not
tenable as the NHB had prescribed the exposure norms for all HFCs to avoid any major
liquidity problems on account of default by agencies.

5.7  Monitoring Controls

An effective monitoring mechanism requires a well established communication and
information system to collect and analyse data of the loans sanctioned and/or disbursed.
The loans are required to be regularly monitored to ensure that they are actually utilised
for the purpose they were sanctioned. During the currency of the loan, requests for re-
scheduling of the loan, reset of interest rate due to change in the market condition, efc.,
received from the borrowers, need to be attended to timely to ensure continued business
and to ensure regular repayment. Weaknesses and failure in monitoring the loan accounts
could lead to pre-closure of loans or the loan turning to NPA. All the HFCs prescribed
broad guidelines for resetting of interest and reschedulement of loan. Audit reviewed the
implementation of the control system in this regard and observed following deficiencies:

5.7.1 HUDCO

(1) HUDCO’s guidelines provided for resetting of interest on scheme-based loans
only and not for loans disbursed under the HN scheme till January 2005, though
resetting of interest rates was a common phenomena in the financial market. In
the absence of such a policy for the HN loans till January 2005, the Company
could not retain the eight loan portfolios amounting to Rs. 1146 crore.

HUDCO stated (May/October 2007) that it did not have the reset policy at the time (till
January 2005) of prepayment of these loans and did not consider resetting interest rate
below the base cost. The reply is not tenable when viewed in the situation that HUDCO
has been operating in the market for a very long time and should have put in place a
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proper reset pohcy duly accounting for movements of interest rates S0 as to ensure tlmely :
1ntervent10n to avoid loss of its portfolio to. other FIs/ HFCs. : '

(11) HUDCO sanctioned (November 1999 — October 2000) elght loans amountlng to

=1 ‘Rs.481.25 crore to Orissa Rural Housmg and Development Corporation Limited

(ORHDCL) for onward disbursement of loan to various beneficiaries for

. reconstruction of houses in the cyclone-affected districts of Orissa. A sum of

Rs.364 crore:was disbursed between March 2000 and March 2003. "ORHDCL

. defaulted in repayment of loan and the default amount stood at Rs.421.76 crore

* (including interest) - as on 31 March 2006. An audit- -analysis revealed that

HUDCO: continued to disburse loans, though the nnplementatlon of the scheme

was behind schedule and recoveries from the ‘ultimate beneficiaries were not

- forthcoming to ORHDCL. Due to improper monltormg of the implementation of

~ the scheme by HUDCO, the loan became a non-performing asset. HUDCO stated
- _that the entire default was cleared by ORHDCL as on 31 March 2007.

HUDCO admitted (May 2007) lack of momtonng and stated that the Company could not

‘conduct the site inspection of housing units before release of funds due to shortage of
staff and subsequently added (October 2007) that best possible efforts were being made
- to ensure momtormg of schemes. '

(iii). - HUDCOQO_.had not 1ntegrated its Financial -Accounting .and Loan Accountmg
) System at Reg1ona1 Offices, though a proposal for the integration was made as
~early as in October 2001. In the absence. of this online integration, it mainly -
depended on banks to ascertain its fund position on daily basis. The Management
. stated (October 2007) that efforts were being made to integrate Loan Accounts
with Financial Accounts to effectlvely momtor the d1sbursements and the

- repayments.

'5.7.2 BOBHFL

During. the period 2001-02 ‘to 2005-06, out of 13217 loan accounts sanctioned for
Rs.449.45 crore, 12760 loan accounts of Rs.255.91 crore representing 56.94 per cent of
the total sanctioned amount, were pre-closed by borrowers. While market interest rates
were coming down, the Company could not reset 1ts h1gh interest rates forcmg the
loanees to migrate to other HFCs.

5.7.3 CBHFL

CBHFL decided to automate the process of loan accounting and recovery, maintenance
of books of accounts, and generation of MIS reports at a cost of Rs.63 lakh with
completion date fixed for May 2001." Though it incurred an expenditure of Rs.88 lakh up
to May 2006, the computerisation project was yet to be completed (September 2007).
CBHFL informed (October 2007) that legal action agalnst the vendor was be1ng mmated
The outcome of the same was awaited. : :

5. 8 - -Recovery-Controls.

For a company engaged in financing, recycling: of funds is of utmost 1mportance
therefore, it needs to regularly monitor the timely receipt of amounts due.  In view of
increase in the NPAs with consequential loss incurred by the financial institutions, the
GOI enacted the SARFAESI Act, 2002, empowering commercial banks, ' financial
institutions, efc., to take over assets financed by them to recover their dues. The HFCs
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were 1ncluded in the list of ehglble institutions in November 2003. - The:effectiveness of
the recovery mechanism and applrcatron of this Act was revrewed 1n audlt and following
weaknesses were noticed: ‘

581 HUDCO did not have any system to analyse the actual amount recovered agamst
the amounts due for recovery and analysis of old and current dues.. The Loan :Accounting
software did not generate the requisite data on these aspects, in the absence of which, the
Management was not in a position to assess the recovery performance as evidenced from
‘the fact that over-aged dues were accumulated abnormally. During the period from 2003-
04 to 2005-06, the over-aged dues increased from Rs.932.53 crore to Rs.1023.63 crore.
Despite the SARFAESI Act having come in to force, for HFCs in 2003; it was only in
December 2005 that HUDCO decided to take recourse to the Act but no constructive -
action had been taken by it (September 2007) to. liquidate its NPAs. HUDCO while
adrrnttrng the delay in recoveries stated (October 2007) that more than 80 per cent of its
NPAs were due to Government sector lending and most of these loans had Government
guarantees. It attributed the slow recovery of the NPA to the long time taken by various
courts, as almost 76 per cent of the default amount 1nvolved in vanous law surts was aged
more than one year. '

Recommendatwn No.8

(i) HUDCO and its administrative Mmtstry need. t‘o work in tandem to establzsh a
_ suitable mechanism to monitor and ensure early recovery of the outstanding
amounts guaranteed by State Governments. :

(i) The GOI should consrder establtshmg a suztable mechamsm, as suggested by
' HUDCO, for recovery of the overdues backed by the Government guarantees
~ and/or the commitment of budgetary support by way of ad]ustment in the Junds
to be provrded by the GOI to the State Governments.

5.8.2 CBHFL did not recover even the first. Equated Monthly Instalment from 200
borrowers in respect of loans disbursed during June 2000 to February 2005 against which
~ the amount outstanding, as on 31 March 2007, stood at Rs.4.57 crore. indicating poor
recovery monitoring mechanism. CBHFL stated (May/October 2007) .that it had since
initiated action under the Negotiable Instruments Act, 1881 and the SARFAESI Act;
2002 to recover the overdues.

5.8.3 In respect of followrng cases in BOBHFL the actron to recover the overdues was
pending: : :

(@  Under the SARFAESI Act, 2002, Pune Area Offrce 1ssued notrces for possessron
' to 124 borrowers out of 188 NPA accounts and Nasrk Area Office issued notrces
to 39 borrowers out of 242 NPAs However, no further action was. taken

(i)  Mumbai Area office had taken possession of the mortgaged assets in 29 cases up
to 31 March 2006, but action to dispose of the properties to reahse the dues was
pendrng (September 2007). -

(i) Baroda Area Office sanctronedl loans of Rs.46.40 lakh to six borrowers (March'
, 2000 to March 2002) whrch became NPA (December 2002) - Through the
Hon’ble Gujarat Hrgh Court’s order of December 2003, BOBHF]L had taken the
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s possess1on of these Six. ﬂats 1t was yet to sell them to reahse its dues (September
g :_2007) ' :

5. 9 ; ~Fraudulent transactwns

‘Cases of fraudulent advances ‘made by Noida branch of PNBHFL have been reported -
vide Para No. 2.1.1 of the Report of the Comptroller and Auditor General of India
(Commercial) No. 12 of 2006. Further, at Hyderabad branch, 23 fraudulent transactions
involving Rs.1.45 crore, as on 31 March 2006, were noticed relating to (i) loan from
multiple institutions (nine ‘cases), (ii) forgery or fake documentation (three cases), and
(iii) impersonation of vendors (11 cases). :

Recommendation No.9

The HFCs should further revzew and strengthen their internal control mechamsms to
ensure accountablltty at all stages of the operations (receipt of applwatzons and their
appraisal, sanction, dlsbursal recovery, follow up of a loan including immediate legal
recourse under the SARFAESI Act, 2002) and for improving the credit delivery

_kmechamsm (i.e., reducmg the time lag between loan sanction and dtsbursement)

5. 1 0 Internal Audtt

Internal audit involves a systematrc examination of the orgamsatron s business processes
with a view to-provide assurance regarding the adequacy and effectiveness of internal
. controls, It was seen in audit that while i in JHFL and PNBHFL the internal audit system

. was generally functromng well in respect of other HFCs the followmg weaknesses were
observed

@) The mternal audlt wing in HUDCO headed by an Executlve Dlrector, covered
examination of sanctions, disbursements and final c]losure of accounts and internal
- audit of loan accounts was outsourced to a firm of Chartered Accountants.
However, the Asset Liability Management Reports were not audited by the
internal audit though HUDCO’s policy stipulated it. HUDCO stated (October
* 2007) that a representative of the internal audit.is a member of the Asset Liability -
Management Committee and the strengthening of the internal audit wing was
- under consideration (October 2007). The reply is however silent as to why the
'Asset Liability Management Reports were not audited by the internal audit.

(i)  CBHEFL had neither set up an internal audit wing nor prepared an internal audit
manual (August 2007). - Internal audit was carried out by firms of Chartered
Accountants but the specific checks to be exercised by them were not prescribed.
A review of several reports of the internal audit disclosed that these reports were
silent on important issues like verification or availability of legal documents, loan
appraisal -and disbursement procedures, verification of opening balances of all
accounts and overdues, NPA and interest calculations. In the absence of a
focused internal audit, the possibility of errors and omissions in transactions could
not be ruled out. CBHFL stated (May/October 2007) that it had appointed
(December 2006) one internal auditor to look after the audit of all branches and
Has framed an internal audit manual which has been put up to the Audit
Committee in September 2007.
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(iii)

5.11

(i)

BOBHFL had néither set up an.internal audit wing nor prepared any internal

~audit manual. Internal audit of the various area offices and the Corporate Office

was conducted annually by the Zonal Inspect1on Centres of the parent bank. Due

" to absence of any independent auditor and the internal audit manual, the internal
- audit was ineffective as is evident from the deficiencies noticed in appraisals,

sanctions and dlsbursements as discussed in this Report

Audxt Commtttee

In HUDCO, an - Audlt Comnnttee was constituted in accordance with the
provisions of Section 292A of the Compames (Amendment) Act, 2000. The
Audit Committee consisted of three directors — a whole time director, a part—tnne
official director and a part-time non-official director. The Audit Committee did
not have sufficient number of independent directors. The matter had been taken
up by HUDCO with the GOI for reconstituition of the Committee in line with the
requirements of Clause 49 of the Listing Agreement, but orders of the GOI were
awaited (September 2007). Major findings of 'the internal audit were reported to
the Audit Committee, whose recommendations were implemented. The matter
regarding strenigthening of the internal audit, was yet to be considered by the
Board of Directors. HUDCO stated (October 2007) that one more part-time

' official director has been included and that it was regularly pursuing with the -

administrative Ministry for induction of sufficient number of independent
directors on the Board for re-constitution of the Audit Committee.

In other four H]FCS, the Audit__ Committees were meeting at regular intervals. In
their meetings, the internal audit reports were reviewed and requisite
recommendations to strengthen internal audit were issued from time to time.

(93]
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Conclusions

B " The HFCs .largely failed to fulfil the objective of oromoting grthh' of housing finance

. especially in rural areas, due to inadequate marketlng network and absence of

C ’conveyance deeds 1n rural areas.

‘Except for THFL and PNBHFL, there was a dechne in housmg loan dtsbursements by the
_'other pubhc sector HFCs . _

o -The five HFCs mamly raised funds through bonds, bank loans and commerc1a1 papers.

" The Pubhc Depos1ts and the NHB refinance routes were not resorted to in a big way and

E the optlon of raising ﬁnance through securitisation of assets has not been explored by any

“ -of ‘the’ HFCs: reviewed.’ Except for IHFL, the other four HFCs were borrowmg at .'
. "comparatively hlgher cost . . ‘

o Net Interest Margm achleved by PN BHFL and IHFL matched the trend prevalhng in one

. of the leading HFCs in the private sector. In the other three HFCs, it was on the lower

- side, indicating that these HFCs were not competitive enough and therefore, vulnerab]le to

o } elimination from the housmg finance market. .

NPA levels in HUDCO BOBHFL and-CBHFL was on hlgher side.  The major factor
" leading to higher NPAs in these HFCs was the inadequate functioning of various controls
relatlng to appra1sa1 sanct1on disbursement, monitoring and recovery.

- The HFCs have not been able to retain their hold in the housing ﬁnance business maln]ly ,
because they did not have a large network and there was inherent limitation of access to
low-cost deposits. The country’s fiscal laws are also disadvantageous to them.
Nonetheless, the HFCs have the advantage of selling a single product with better
customised service in comparison to the SCBs who offer a variety of products in retail
. sector. There was accordingly a space for dedicated institution in the form of HFC to
achieve the Government’s objectives in the housing sector. '

The Ministry of Housing and Urban Poverty Alleviation, while reiterating the views of
HUDCO, stated (November 2007) that HUDCO had played a s1gn1ﬁcant role in
providing housing finance through State Agencies and was continuously evolving -
strategies to expand its level of operations and to reduce the cost of funds. ’

The Ministry of Finance, while agreeing in principle to the conclusions and
recommendations made in the Report, stated (October 2007) that the banks concerned
“(whose subsidiaries were reviewed in this Report) would be advised suitably for remedial

N measures. Regarding recommendations on regulatory incentive and restructuring the

NHB refinance mechanism, the Ministry stated that any dilution in regulatory framework
may not be desirable. -
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The Report, however, recommends fiscal relief to the HFCs so as to provide level-
playing field vis-a-vis the SCBs and regulatory remedies in mitigating the constraints in
mortgaging assets in rural areas to cover the larger population. Further, in view of the fact
that the innate objective of the NHB to provide refinance facility to the HFCs remained
largely unfulfilled, the NHB refinance mechanism needs to be revisited.

(BHARTI PRASAD)

New Delhi Deputy Comptroller and Auditor General
Dated: cum Chairperson, Audit Board
9.8 NOV 2007 ’

Countersigned

L

(VIJAYENDRA N. KAUL)
New Delhi Comptroller and Auditor General of India

Dated: @ § NOV 2uU]










Annexure-I .

~ (Referred to in Para No. 3.1.1)
List of Regional Offices of HUDCO

| SL.No. | Name of Regional Office
1L Ahmedabad

2. Bangalore

3. | Bhopal

4. Bhubaneswar
1S Chandigarh

| 6. ‘Chennai

7 Dehradun

8. Guwabhati
|o. Hyderabad

10. Jaipur

11. Jammu

12. Kohima

13. Kolkata

14. Lucknow

15. Mumbai-

16. New Delhi

17. Patna

18. Raipur

19. | Ranchi

20. Thiruvananthapuram
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Annexure-II
(Referred to in Para No. 3.1.1)
Organisational Chart of HUDCO as on 31 March 2006

Chairman &

Managing Director

Director
Finance CvVO
at level of Functional
Director
| I | |
Chief Chief ED Loan 20 Regional Chiefs
ED (F&BD) Finance Accounts/ 3 Exccutive Dirs.
Operations Gen. Alcs Resources 6 Chiefs
10 Dy. Chiefs

Chief Projects

|

Chief Finance Res.
Mobilisation

‘ ED Special \ ‘
Proiects w ED

&D/CHRO

[ Company Secretary

)

Chief W&D

~
Chief Finance Chief EM
(SP)

{ Chief BMT ]_

‘ ED D&D
e’

l ED (MS) l

-

Chief Project
D&D

| Chief (MS) l

( ED IA ][Chief[.aleR ][ Chiief Law ] Chief EPAC [

| CF (IA) I

Chief Admn. ] [ EDTrainingq

[ 3 Chiefs Projects ]
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Annexure [E1
(Referred 0 in Para No 3.12)
Lnst @ﬁ' Area Qﬁ'ices oﬁ' B@BHE?L

| Sk No. Name of Area @fﬁce

1. | Ahmedabad
5 —T A]mer ‘
3. Bz;t_nga]lore -
4. Baroda

-5, Bharuch

6. ‘Bhilwara
7. Mumbai

8. Coimbatore

9, ‘][ndozr»g:é
10. Jaipur -

| 11 Jodhpur
12. Kota
13. Lucknow -

14, ,Chennal _
15. Meerut

16. Mehsana
17. | Nasik-
18. Pune
19. Rajkot

20, Surat - |
21 Thlruvananthapuram
‘22, Udalpur

23, ;Vlshakhapatnam
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Annexure-lvV =

(Référred to in Para No. 3.1.3)

Lns& @f Bmmach @fﬁces @f CBEHEL

S]L Nenae Name of Bramh Ofﬁce

‘1, . .|Bhopal .

2. Ranpur:_:-. L )
3. Jabalpur

4, 'Gwalior,;
5.  |Indore - .

6. New Delhi N
7. ' Mumban (mcludmg Ch]lplun):,,"
8. - |Japur . |
9. |Pume- .

10..- Banga]'lorg

1l.-  |Lucknow

12, "Bﬂaspul_r o
Anmxure=V

(Referzred m in Pam No 3 14

List of ]Bmmhes @ﬁ‘ﬁces @ﬁ‘ Em 7‘3 .

SE. NO'- ‘Name of Bmmh @fﬁce
1. .| Ahmedabad . |
12 Banglore 1
3. - | Chandigath - .=
"14. | Chennai
|5, |Delhi }
6. : ,'Hyderabad
7. - . |Jaipur . - o |
8. ‘Kolkatta_“' R
9. . | Mumbai (Borivili) |
10. | Mumbai (]Dadar)
| 11, Mumbai (’J[‘hane)
12. Mumbai (Vashi) -
| 13. Nashik
14. | Pimpri
15. .| Pune
16. .| Vadodara }
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v Annexure.-VI |
(Referred to in Para No. 3.1.5)
Statement showing list of Branch Offices of PNBHFL

" |SI. Ne. Name of 'Bi'anch_.()fﬁce
| L. Agra - |
2. Bhopal
. | 3. Bangalore
4. Chandigarh
5. Chcnnai o
6. Cochin-
ST Dehradun
8. Gurgaon
9. Hyderabad'
10. Indore -
11 Jaipur
12, Jalandhar
13.. Jodhpur
‘14, | Karnal
15, . ‘| Lucknow
- 16. Ludhiana
17 Meerut
8. | Mumbai
18. Navi Mumbai
20.. " | NewDelhi
21 . | Noida
22, . Pune
23 Raipur
- 24, Trivandrum
'- _25,, _ Varanasi
26, Bikaner
27. . | Kolkata
28, - Nagpur
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: - . Annexﬁure -VH

(Referred to in Para No.3.2 ) :
Statement showing Financial Posntumm and Won’kmg Resu}lts of H‘UDC@
E‘m‘mcnaﬂ Posntmn of HUDCO

(Amoum Rupees in cmre)'

Particulars [2@01 ®2| z&wz 03| 2003- ®4| 2004- @51 2005-06
‘Liabilities: = | |
Paid up capital ,1'408.00 .1663.00 1898.60 :2001.9‘0 2001.90
Reserves & Surplus | 889.97|-1104.32| 1366.95| 1407.87| 1625.63
‘Borrowings : 116637.87 |20067.46 | 22349.03 [21217:25 | 21461.41
(i) Cutrent Liabilities and' Provmons 1132.24| 1297.72| 1293:72|.1367.37| 1235.36
© (i) Deferred Tax Liabilities - 0.00. 000 .-0.00] - ‘192."47- 171.63
Total 20068.08 |24132.50 | 26908.30 | 26186.86 | 26495.93
Asseéts: o o
Gross Block 108.80| 114.54| 114.64| 11830| 119.86
 Less: Depreciation 39.13| 4560 50.75| . 54.80| 58.83
Net Block 69.67| 6894 63.89] 6350| < 61.03|
Cap1ta1Work1nProgress 1.34 0.92{ 1.10| 1.10 1.01}
Investments 209.86 ]‘1300.01 1373.70|-2101.90 | 2485.73
Current assets . o L L ~ '
() Current Assets, “Advances 11591.85 1299.72| 2872.95 | 3172.68| 2675.32
(i)  Loans (Long Term) 18098.7321260.10 | 22349.83 | 20808.43 |21235.14
 Miscellaneous expenditure not written off 42.70 43.27 47.84| - 3925 37.70
Deferred Tax Assets '53.93|  159.54| 19899 0.00 0.00
- Total . |20068.08 | 24132.50 | 26908.30 | 26186.86 | 26495.93
Net worth - : 2199.99 | 2689.78 | 3179.76 | 3322.09| 3507.51|
~ | Net worth per Rupee of paJd up Capital 1561 '162] - 167 1.66 1.75
C(In Rs) '

Working Results of HUDCO

(Amount: Rupe?es im crore).

Particulars | 2001-02] ° 2002-03] 2003-04] 2004-05] 2005-06
" { Income ‘ ‘ . S -

(i) ' Urban infrastructure: 617.27 | 09858 | 128224  1221.46| 1224.59
(i)} Housing -1361.13 1354.36|  1194.56] . 1036.42] ~ 728.71
- (iii) Other income - 119481 ©29022| 34991 . 51931 34547
Sub-Total - - 217321 2643.16] 282671  2777.19( 2298.77
Total Expenditure 12039.33 235544 2432211 ° 2066.07| 1918.54
Profit before tax , 133.88 287.72| 3945 711.12| - 380.23
Less Provision for Income tax 4090 . 126.30 108.25|  187.60| 126.12|
Other debit/credit S - ST DR S
(1nclud1ng deferred tax 1tems) (+)21.08 ] - (105.12 ] (+)46.19| . (-)123.93| (+)21.87
Profit after tax . 114.06 266.54 |- 399.59| 275.98

332.44
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Annexure-VIII -
(Referred to in Pam No. 3.2) -
Sffatement sﬁmwmg E‘mamﬂaﬁ P@Sm(m and W@rkmg Resuﬂts @ﬁ' BOBHFL -
' Fmamlaﬂ Position of BOBHFL ~

(Amount: Rupees in crore).

| Parttncuﬁalrs | 200102 | 2002-03] 2003-04 | 2004-05 | 2605-06 |
Lnabnhnes . L ‘ e . A
|a.PaidupCapital -~ - | ~1500] 15.00{ - 15.00] 1500 15.00

| b. Reserves and Surplus _ ~

() Freereserves & Surplus | 1123 ] 1373 | - 1599 12.64 1459

(ii)” .Committed Reserves .~~~ | 2253 | -27.38| - 31.05| 40.55| 43.90|

“ (iif). Deferred Tax Llablhtles . 003 - |- o - -
c. Borrowmgs from: . -» ' I

- (i) - National HousingBank . | 227.61 "  290.64 | 24410 | = 42.63 | . 13.52 |

(i) “Bank of Baroda - . - | 205.63| . 249.16| ~113.58| 179.55| 14285

- | (iii). Other Banks - - - _j 050 | 5464 | 5821 -42.60
1 (iy) Borrowmg through ‘ R 20.00 20.00 | .. 20.00 | - 20.00-
o ]Debentures : N I
_ .-J-T@mﬂ 482.03 | . 61641 | . 49436 368.58 | 292.46
Assetts : . S ' ' R o
| d. Gross Block. of]leed Assets = | 141 - 158 - -163| 1641 - 165].
| e. Less: Cumulauve Deprecmtlon 083 097 L1 120 1.28 |
| f. Net Block L . 0.58 061 052  044| 037
g. Investment - . | o100 . 100 1.00 | 14.06 12.84
‘h.Loans ST 1 455.63 | 589.92| 471.91: 34098 | 256.68
[ 1. Current Assets, Loans & | 2479 24m1 2079 | 1299 | 2248
. Advances (Net) = o ' S o
*| j. Misc. Expenditure (to the extent | 003 014 0.11 0.09 0.07
. not wriften off or adjusted) S . - ' -
k. Deferred Tax Assets - . 0.03 0.03 0.02| 0.02
Total =~ = - | 48203 616.41 49436 | 368.58 | 292.46

Working Results of BOBHFL

(Amoum lepees m cmre)

Particulars | 2001-02 | - 2002-03 2003-04 | 2004-05 | - 2005-06

Operating Income ~ ~ - | 5271 |- - 6401 53.83‘ 740111 - 3031
Profit after tax . .= |l 1101 . 939 736| . 861| - 531
EPS (In Rupees) = - 1 734 626 490 - 574|354
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Annexure-IX
(Referred to in Para No. 3.2)

Statement showing Financial Position and Working Results of CBHFL

Financial Position of CBHFL
(Amount: Rupees in crore)
Particulars | 2001-02| 2002-03| 2003-04 | 2004-05 | 2005-06
Liabilities:
Paid up capital 18.40 18.40 20.00 20.00 20.00
Reserves & Surplus . 18.61 21.68 22.92 8.62 14.85
Secured Loan 147.92 190.44 235.47 228.26 213.59
Unsecured Loan 95.28 90.84 78.60 64.80 46.74
Current Liabilities & Provisions 7.80 10.89 16.62 58.99 41.45
Deferred Tax Liabilities 0.02 0.15 0.20
Total | 288.01 332.25 373.63 380.82 336.83
Assets:
Gross Block 0.98 1.23 1.32 1.35 1.38
Less: Depreciation 0.28 0.41 0.52 0.64 0.75
Net Block 0.70 0.82 0.80 0.71 0.63
Investments 5.20 4.90 4.21 3.63 2.53
Current Assets Loan and Advances
(excluding Housing Loan) 11.98 13.73 11.31 10.72 11.48
Housing Loan 270.13 312.63 357.31 365.76 322.19
Miscellaneous expenditure not
written off 0.17
Total | 288.01 332.25 373.63 380.82 336.83
Net worth 37.01 40.08 42.92 28.62 34.85
Working Results of CBHFL
(Amount: Rupees in crore)
Particulars | 200102 |  2002-03 | 2003-04 | 2004-05 | 2005-06
Income:
(i) Housing 32.92 35.46 34.04 30.58 30.43
(ii) Other income 3.43 4.39 4.62 2.87 2.71
Sub-Total 36.35 39.85 38.66 33.45 33.14
Total Expenditure 31.23 33.44 34.64 47.47 31.27
Profit before tax 5.12 6.41 402 | (-)14.02 1.87
Less: Provision for Income Tax 1.15 1.40 0.75 0.51
Other debit/credit (including
deferred tax items) (-) 0.02 (-) 0.04
Prior period adjustment (+) 0.01 (+)0.13 (-) 0.45 (-) 0.04
Reversal of Provision for NPA 4.95
Profit after tax 3.08 5.14 280 | (-)14.02 6.23




Annexure-X

Report No.22 of 2007

(Referredim in Pd’rd No 3.2)

Sffatemem showmg Financial Position-and Wen‘kmg Results of THFL

Financial P@smon of THFL
_ . . (Amount: Rupees in crore)
' Particulars 2003-04% | 2004-05 |  2005-06
| Liabilities: ' o
o 'Equity share capital . o 49.98 | . 79.98 109.98
Reserves & Surplus 4181 912l 1697
+ | Loan Funds 446.00 | 847.66| 156082 |
,‘-‘ Net Deferred Tax ]Lnablhty ..020 | - -
Total | 50036 | 936.76 | 1687.77
Assets: ' N , | o
' | Housing loan ©48520| 92258 | 1516.93

| Net Fixed Assets 530 464|560
Net Deferred Tax Assets . -] 022 o8|

| Net Cunrent‘Assets Loans and 940 | 924 "']1674.‘31 .

"Advances _' o o ‘ _ .

- Mlscellaneous Expendlture 046  0.08] _vVO'.OSf
'  Total | . 50036 | 93676 | 1687.77
. Working Results of THFL
R | _ (Amoumt:;Rupees ﬁﬁn crelre)
| Net Income 1670|2650 | 3830

'| Employee expenses - (330)| (380)|  (460)|

"Operating‘ekpense's‘ i ;(8,.170)': '7‘5'(]7.1'.'40): - (13.60)

‘ Operatﬁingipreﬁt: , . » 5_‘730'_" © 1130 20.10
Provisions 1(0.90)| . (1.00)|  (1.60)
Profit before tax “440| 1030.] 1850
Profit after tax '335|  7.88 14.42

* Annualised including the transactions of erstwhile Tata Home Finance Limited. -
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Anméﬁuren}ﬁ{

(Referred to in Pam No. 3.2) S
Statement sh@mng Financial Position and W@rkmg Resuﬂts of PNBHE?‘]!L

Fmamml Position of PN BHE‘E,

(Amount: Rﬁpees im crore)

" Particulars

2002-03

2005-06

Liabilities:

‘| 2001-02

2003-04

- 2004-05

Equity share capital

13000 |

30.00

©130.00

3000

- 30.00.

. 37.61

45.80

5758

65.04

80.46

Reserves & Surplus

Loan ]Funds

48192

596.65 |

71026

807:23

1045.55

Total | |

549.53 |

67245 |

797.84 |

902.27 |+

115601 |

A’.‘ssets;{ o

' Net Fixed Assets

$3.03 '

204 |

319

' 2.90.

2..' 80 |

‘Loans

‘ 491.89-|

626.19 |

754.55

. 87668

1083.71

| Investments .

4313 |

43.13

4237

" 86.59

Net Current Assets

' 1034

0144 |

1674

(92228

o]

De’feﬁed Tax Assets

1.09

163

260 |

0.83 |

- Mlscellaneous Expendlture _

0,05

Totaﬂ :

549.53 |

- 67245

1156.01

797.84 |

- W@fking-"Resulis

90227 |

Total Income -

1 66.92 |

180.37

86.59 |

(Amount: Rupees in crore)

9044 |

102.41

Total Expenditure A

5461

64.00

6924 |

7004 |

77.35

Profit before ’J[‘ax o

1231

1637 |

121.20

':16.45 '

~25.06.

Préﬁ;trAfte‘r_ Tax . o

917

1192

1550 |

2|

1782

| Percentage of profit after
tax to total income ..

13.70 |

14.83 |

L1714 |

1296

1740
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Annexure XHI
‘(Reférred to in Para No.3.3.1 )

Report No.22 of 2007 -

Statemem showmg the targets set, number of dwellmg units constructed and total
- disbursements of housing loans made for the rural areas by the HFCs under the-
Golden J ubllee Rural Housmg Fmance Scheme

| PNBHFL
Particulars 2001-02 © . 2002-03. 2003-04 2004-05 2005-06
' ' No.of | Amount | No.of | Amount | "No.of [ Amount | *No.of ° Amount | No.of | Amount
dwelling Rs'in dwelling Rsin dwelling |- Rsin .| dwelling Rsin | dwellin | .Rsin
. . umits crore. . units crore .. units. | - crore units. . -| crore g units crore
Targetted 750 - © 1000 - 2000 - 2000 | - 1500 | .
disbursements - : : :
in Rural Areas - _ A
Actual 768 25.62 - 1172 34.12 1026 34.09 1070 4191 " 933 | 4773
disbursemients o
in Rural Areas ) . .
Percentage of | 1024 1172 51.3 535§ 622
-achievement ) ' :
CBHFL
| Particuialjs ‘200102 2002-03 _ 2003-04 - 2004-05 2005-06
. " No.of | Amount | No.of | Amount No. of Amount | . No.of | Amount | No.of | Amount |
dwelling Rs in dwelling | Rsin dwelling Rsin dwellmg Rsin dwellin Rsin
" units crore units crore units crore | ‘units’ ‘crore g units crore
Targetted - 1000 - 1000 - 1000 - 1000 - 700. | -
disbursements N I )
in Rural ‘Areas .
Actual 321 6.52 | 719 14.24 862 26.13 531 | . 17.04 28 2.52
| disbursements ' ‘ : : : :
in Rural Areas -
Percentage of 32.1 71.9 86.2 53.1 4
achievement - ' R
| - Particulars 200304 |7 200408 2005-06° |
- . No.of | Amount " No. _df Amdu_nt .|~ No. of - ~Ah10unt
" dwelling Rsin |- dwelling | Rsin dwellin' | Rsin
units ‘crore units | crore ‘g units . crore
Targetted o . No targets were given byNHB
disbursements | -
in Rural Areas S e
| Actual 135 | . 444 1145 | 5305 | 782 3857
disbursements
.in Rural Areas
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Annexure-XIIT
(Referred to in Para 4.6)

Year end position of funds mobilised through Public Deposits by the HFCs
(Amount: Rupees in crore)

HFC Particulars 31.3.2002 | 31.3.2003 | 31.3.2004 | 31.3.2005 | 31.3.2006
HUDCO Public Deposits 1229.97 1771.22 | 2508.40 | 2273.16 1905.33
Total Funds 16637.87 | 20067.46 & 22349.03 | 21217.25| 21461.41
Percentage of 7.39 8.83 11.22 10.71 8.88

PD to total funds
PNBHFL | Public Deposits 139.61 153.56 155.03 133.62 134.28
Total Funds 481.92 596.64 710.26 807.23 1045.55
Percentage of 28.97 25.74 21.83 16.55 12.84

PD to total funds
CBHFL Public Deposits 95.28 90.84 78.60 64.80 46.75
Total Funds 243.21 281.28 314.07 293.07 260.33
Percentage of 39.18 32.30 25.03 22.11 17.96

PD to total funds
BOBHFL | Public Deposits Nil Nil Nil Nil Nil
Total Funds 433.24 560.30 432.33 300.40 218.97
Percentage of Nil Nil Nil Nil Nil

PD to total funds
IHFL Public Deposits Nil Nil Nil
Total Funds 445.99 847.66 1560.82
Percentage of Nil Nil Nil

PD to total funds

Annexure-XIV
(Referred to in Para 5.2.1 i.)

Statement showing Regional Offices of HUDCO having total business less than
Rs.10 crore during the five years ending 31 March 2006

Sl. No. Name of State Amount (Rs. in crore)
1. Jammu and Kashmir 0.00
2. Pondichery 1.35
: Tripura 1.54
4. Goa 2.00
= Arunachal Pradesh 3.40
6. Bihar 5.30
7. Manipur 8.12
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Annexure-XV

(Referred to in Para 5.2.1ii.)

under HUDCO Niwas scheme

Report No.22 of 2007

Statement showing Sanctlons, Disbursements, Default and NPA

(Amount: Rupees in crore) .

Particulars =

| 2061-02

2002-03

Si. No. 2003-04| 2004-05 | 2005-06
1. Sanction | 439.23| 129435| 13053| 7727| 5845
| Disbursemets- o _ : : _
@ Non-Government | - 134.76  130.21| 105.77 71.26|  52.23
(i) ‘Government 872.00 843.68 51.00 |- 0 -0
Sub-total 1006.76| 973.89| 156.77 7126 52.23
Loan outstandmg o - o
(i)  Government - 2093.00| 2890.32| 2643.71| 1667.39| 1542.98
(i) Non- Governme_nt 291.65| 320.13} 349.33| 357.53| 346.54
- Sub-total 2384.65 | 3210.45 .2993.04 | 2024.92 1889.52
Default - 081] 303 1402 3295 491
Percentage of default to T .
the loan outstanding 0.03 0.09 0.47 1.63 2.60
Principal outstandin'g on |
Default accounts 2.83 9.89| 23221 24296 6121
7. Per centage of NPA to ~. . ‘ - '
the Loan outstanding - 0.12 0.31 0.78 12.00 3.24
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Annexure-XVI
(Referred to in Para 5.3.1.2)

Statement showing the deficiencies in Sanctions and Disbursements noticed in NPA cases in HUDCO

(Amount: Rupees in crore)

SL.No. | Name of Agency Regional Default | Major deficiency Default Status as on 31 Status of the
Office since March 2006 case
Default Total
outstanding
1; Central  Govt.  Employees | NCR Dec-02 | Non-reconciliation of the 0.28 0.28 | Matter under
Welfare Housing Organisation dispute on interest tax DRT
2. Co-operative Housing Society, | NCR Sep-95 | Non recovery due to 4.44 444 | -do-
Natraj Vihar improper pursuance and
lacunae of sanctions
3. Swayam Siddha Co-operative | NCR Jun-93 | Repaying capacity of the 2.52 252 | -do-
Group Housing Society Ltd. members are not verified
4. Co-operative Housing Society, | Chennai Sep-97 | -do - 0.43 0.43 | -do-
Samuelpuram
5. Tamil Nadu Housing Board Chennai Sep-02 | Non reconciliation of the 4.02 5.02 | Reconciliation
account was yet to be
started
6. Community Development -do - Sep-02 | Failure to ensure the 0.16 0.31 | Legal action
recovery mechanism from yet to be taken
original beneficiary
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7. Ramani Realtors “|-do- | Dec-05 | Failure to assess viability 061 | 0.88 | Action - uider
' L ‘ - .| 'of the project B -.» | SARFAESI '
1 T |'Act  was in-|
SR . - 1 ‘ | progress.
‘8. |'A2ZBuilders P. Ltd. - - | Trivandrum || Mar-98 | Failure to assess the real |- 28.53 . 28.53 | Matter under |
‘ LT o ‘ + . .| time value of the project ' DRT
L # cost and marketability of C
R ; housmg units
9. | Ajit Associates Pvt. Ltd, “do- “'.Jun-977’~"-do'-’ | 1094 11094 | - do-
~10: | Hicon Builders Pvt. Ltd., -do - | Dec97|-do- 24.16 24.16 | - do -
11 | AbmBuilders | |-do:, © Jun99-|-do- 175 175 | - do-
'12. | Aswarthy Hsg. (P) Ltd.: |-do¥ Tun96, | -do- 678 698 | -do-
13. | St.Mary's Projects Ltd. -do- ' Sep-98 | - do - 425 425 |-do--
~14. | SouthernTnvestment - |.-do- | Mar00:| - do - 15.74 15.74 | - do--
. 15. | Mysore Sugar Co. Lid. | Bangalore: | D"'eci_04f'> S 046 0.58 | BIFR case
16, | City &, Industnal Dev Corpn ~-do —:' S;'iep;‘03_;' .Nor;l. reconciliation  of 0.97 3.49 | Negotiation with
- ‘Maharashtra ' ; g * - .| accounts and interest rate the agency was
N IS in progress for
v S : = settling dispute
17. | Daxta’ Co-op Hsg. Society . -do - Jun-98 'Repaymg capacity of theé |. 12.89 13.70 | DRT case
i : - ;| member not verified -
'18. - | Municipal Council. Jalgaon - - | -do - - Sep-05.| Larid: ‘was ‘not 1dent1ﬂed 416 |- 63.96 | Legal  action
' ’ ‘ ‘ ’ C ' | -|"and financial viability was o yet to be|
:| not analysed initiated
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19. | Co-operative Hsg. Society, | Ahmedabad Jun-92 | Repaying capacity of the 2.62 2.62 | Decree was to
Dipen Nagar members of the society, be
credential of the main implemented
promoter of the society
and builder were not
critically analysed
20. | Harsh Co-op Hsg. Society -do - Jun-95 | - do - 10.45 10.68 | - do -
21. | Co-op Hsg. Society Ltd.|-do- Dec-93 | -do - 312 3.17 | -do -
karnavathi
22. | Co-op Hsg. Society Ltd. |-do- Mar-94 | - do - 10.79 10.89 | -do -
Kamelesh Park
23. | Co-op Hsg. Society Ltid.|-do- Jun-92 | -do - 2.87 287 | -do-
Meghana Nagar
24. | Co-op Hsg. Society Ltd. |-do- Sep-93 | -do- 233 233 | -do-
Narmada
25. | Co-op Hsg. Society Ltd. |-do- Dec-97 | - do - 0.71 0.71 | -do -
Nidhara
26. | Co-op Hsg. Society Ltd.|-do- Jun-92 | -do - 2.02 202 | -do-
Prahalad Park
27. | Co-op Hsg. Society Ltd. Rajiv | - do - Jun-94 | - do - 8.26 8.44 | -do -
Nagar
28. | Co-op Hsg. Society Ltd. Sagar | -do - Mar-93 | - do - 16.88 16.88 | - do -
29. | Co-op Hsg. Society Ltd. Sulfam | - do - Mar-96 | -do - 8.98 9.21 | -do-
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- 30.

12.08

recovery, monitoring

Co-op ~Hsg.  Society Ltd. |-do- Dec-94 | - do - 11.63 -do -
- | Sameer Nagar K o - - .
31, | Co-op Hsg. Society Ltd. Sonam | -do - Jun-94 | -do - 2.80 2.80 | -do -
32. | Co-oprative . Hsg.  Society:|-do - Dec-93 | -do- 2.65 2.65 | -do-
| Suramya ‘ , ' v B » e
33, Co-oprative Hsg. Society Trupti -do - Mar93 | -do - 1.88 1.89 | Pending with
. o | | ‘ : 'DRT
34. | Co-oprative - - Hsg. Sociéty -do- Jun-94 | -do - 755 | 7.60|-do-
‘» ‘Viratnagar - ' : o '
35. | Co-oprative Hsg.  Society | - do - Dec-97 | -do - 3.13 3.13 { -do-
‘Vasupriya Smruti :
36. - |'Co-oprative . Hsg. Finance | -do- Mar-96 | - do - 38.15 3815 | -do-.
Society Gujarat State
37. | M/s C.R. Patil, Sankul ~do- Mar-04 | Financial relations of the 342 342 | -do-
R ' agency with other Banks :
| were not verified
38.' M/s C.R. Patil, Estate -do - Dec-04 | Financial relations of the 0.05 - 0.05 -do--
RO ' : agency with other Banks ‘ T
were not verified
39. | M/s Shiv Ganga Builders Pvt. | - do - Sep-01 lacunae - relating - to 5.22 522 .
Ltd. ' o sanction, releases,
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40. | Orissa Rural Hsg. & Dev. | Bhubaneswar | Sep-05 | Financial feasibility was 6.82 397.02 | Negotiation
Coop. not properly analysed with  agency
was in
progress
41. | Orissan State Housing Board -do - Mar-01 | Late recall of loan, delay in 100.48 135.59
filing of suit
42. | Rourkela Development | - do - Jun-97 23.57 23.92
Authority
43. | Bhubaneswar Development | - do - Mar-02 | lacunae relating to 15.42 15.42
Authority sanction, releases,
recovery, monitoring
Total 414.89 906.52
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Annexure-XVII

(Reférred to in Para No.5. 3 L.3)

Statement showing Age-w1se Default Positicn in HUDCO
* during the years 2001-02 to 2005- 06 ,

" Report No.22 of 2007 -

(Amount: Rupees in crore)

Age of 2001-02 200203 2003-’04 2004-05 2005-06
default o o , o
- No. of Amount | No.of | Amount | No. of Amount No. of Amount | No. of Amount
‘| cases , - | cases - cases | cases : - | cases ‘ o
Above 118 | 114231 | 110| 656.72| 115| 848.84| 122| 819.64| 107 | 830.61
30 - @D @D (38 4| @3 ©On| 48| @6 (51 @y
months | . ‘ = S T I
6-30 114 | 113.62 84| 179.03| 63|  53.60| 45| 6279| 40| 109.47
months | (31) Q| @9 (20) | - (24) ©6)| @18 @ @9 aAb
3-6 68| -51.98 34| 4252 19 1.89 16 812 21| 2502
months | (18) @ | 12 &) N (0.2) (6) 1| 10 (2)
0-3 75 5.66 65| 13.48 69| 2820 71|  62.90 42| 58.53
| months | (20) M| @ | @6 @8] 28 © | 0 6)
| Total | 375131357 | 293 | 891.75| 266| 932.53| 254 | 953.45| 210 1023.63
Note: Figures in brackets indicate percentage to the total cases. - '
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v

. Annexure-XVIII .
(Referred to in Para No. 5.6.1 i)
Statement showmg fresh releases made by HUDCO even though the Agency was m default at the time of release

2a|

(Rs. in lakh) *(Rs. inlakh) ’ i . (Rs.Inlakh)-" - ] ‘ {Rs. in lakh) {Rs. In lakhs) - _(Amount in Rupees)
2001-02 v 2002-03 2003-04 2004-05.’ 2005-06 . j
l. |SL |[State Agenc- Actual ielea;es ’ Actual releases = Actaal releases Actual releases Loan No. and amount of default on
No. [No. - y Code Sy . . the date of release
R S Actual releases . ) .
Loan No:: |- ., Date Amount Loan No.. Date Amount Lpan No. | Date : “ Loan No. : Date Amount | »Loan No. Date Amou'nt‘ Leart No. Principal [Interest

1. | 1 [Nagaland HODP " i y ' . — 18821 Fll;GF001 1.3.2006 427 70095RESCON 47182
2. | 2 |Nagaland |PWD. 17250REC.RCO‘1 11;32(.)02 335.1 . 17269RECR01 296
3. ‘ . 17260RECRCO1]4.10.2002 - 5:1 34 b 17288RECRCQ1 233645

T - - - N i L 7 17260RECRCO1 7998
4. 17709RECRCO1" |8.11.2002 80 - T - - 17260RECRCO‘_X 7998
5. ' 17966FLGF002 17..7.2003 1112 . R o, o <172§_§RECRCO1 289892
6. — ' 18575FLGFO01 .1‘._3.'20'06 ‘50[16783FLGFO0T 133767
7. 18701 FLGF001 1.3.2006 50
8: 3 |Nagaland |CAWD 16294RECRC01 19.07.2002 ‘(9.46 . . R 1739906MC003 31500}
S. 16295RECRCO1 1 91]7.2002» 79.46 I
10. 1739900MC003 31.07.2002 29.75) a * B
. ) o ) ] 17399RECRCO1 [31.7.2002 . . 70.25
12.| 4 |Mizoram CHAK |17226EWUHUO1 [27.3.2002 30 ’ : g -[15669LIGL004 4096
13. 17226LIGLOC4  *(27.2.2002 20 o
14.. ' 17226EWUHUO01 |26.7.2002 25 15669EWUHUO1 31000 337
15. 17226LIGLO04  |26.7.2002 25| 15669EWUHUO1 31000 . 337
16. 17554EWRHLO1 |25.7.2002 15669LIGLO04 117000 296
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25.7.2002

17554HIGH002 3 17226EWUHUOT 121
18, ~T17564L1GL003 {257 2002 v ’ ‘
1. 17554MIGMT0 [25.7.2002 2 -
2. 17677FLPFO0T [14.7.2003 51 [1essEWURUOT| 176000 710564
' ' ‘[1se6oLiGL004 | 117000 95629
17226EWUHUOT|  161000] 132451
17226L1GL004 | 132000] 134274
17554EWRHLOT | 117000]  97818|
' [t755aniGH002 |~ 55000 52838)
17554LIGL003 - |- 183000 202169
17554MIGMOT0_| 120538 75472
21.| 5 Mizoram  MARA |17227EWUHU01 [27.32002- | 1256 16477L1GL004 | 287000
2. 17227LIGL007  [27.3.2002 20]- 1647716004 | 287000
2. 17227MIGMO10 (27 3.2002 18 _ T6477L1GL004 | 287000] B
24| 6 [Mizoram  JLADG ' 17210EWUHUO1 [26.7.2002. 95 15640L1GL003 ' 32216
25, T7210LIGL004 _|26.7.2002 7 T7210EWUHUOT 62500
2. T7210MIGMO02 [26.7.2002 1 17210LIGL004 58500
7 T7577EWRHLO1 [257.2002 | 3049 17210MIGM002 62438
Al 17577160003 [25.7.2002 | 106.05] 17210MIGMO10 87125
28. 17577MIGMO10 [25.7.2002 385 ' —
3| 7 [Kamataka KLAC ) 7281162601 [25.7.2002 5000 17281LG2LGO1 9553| 28572000
N _ 17281LG2LG0T [31.32004 | 500 17281LG2LG01 | 31372000 46232953
%2, 6 [Kamataka |KFDC [16532ER2ER0T [21.1.2002 198 “|i6532ERaERD1 | 2145000 182415
= I _ 16532ER2ERO1 |27.6.2002 - 129 16532ERZEROT 76074
34| 9, [Kamalaka [KPHC -|14131RECRCO5 422002 | 37281 [14131RCERCOS. 1015681
] T70TBRECRCO7 [13.2.2002 a8 ‘
% 17018RECRCO7 [276.2002 550 14131RCERCO5 | 5863000| 1365887
7 17018RECRCO7 [17.7.2002 | 286 14131RCERCO5 | 5883000] 1998327
. 17018RECRCO7 [16.8.2002 500 : '
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39 17018RECRCO7 [16.10.2002 467, . T 1 T 14.131.RCERC[)5 5883000 2648834
0. . . 17018RECRCO7 [a1.10.2002 420 ' — '
41, : ] 17018RECRCO7 [4.6.2003 200
42 - : : BE 17018RECRCO7 [16.6.2003 200
43.] 10 |Kamataka |RRGR [17082ER2ER01 [22.1.2002 | 364.9 i N ‘ N ' 17082ERZERO1 5000
| - ~ [17379EU2EU01 -[28.3.2002 | _ €61.5
sl | | T7380EU2EU0T [263.2002 | 376.75] -
46. 17381EU2EU01 [28.3.2002 | 505.25
o 17382EUZEU0T [28.3.2002 5379
48. ] 17384EROER01 [283.2002 | 590.3]
49. - [17385ER2ER01 [28:3.2002 5809
50. 17386ER2ER01 [28.3.2002 | 426.5
51, 1 ‘ . |17387EWRHLO1 [28.3.2002 | 635.4] B ‘
s . 17182EU2EUO1 [24.6.2002 | 730.15 A . _ : 17082ERZER01 000|
53] . |- — § T 17379EU2EV0T [24.6.2002 | . 661.5]7. _ T — [17082ER2ER01 | 6000
sa| . | . ; PR ~ |17382EU2EL01 [24.6.2002 537.5]7 : i ‘ ~ | |t7082ER2ERO1 | 6000| .
55 - - 173B4ER2ER01 - [27.62002 | - 5903 N ' T . T I
56. ' i - . 17385ER2ER01 |27.6.2002 580.9) ' ' 17082ER2ERO1 6000,
57. - 17386ER2ERO1 [24.6.2002 426.6
58. i » 17387EWRHLOA [24.6.2002 635.4 ]
59| . ‘ _ ‘ — 17713FLEF003 (382004 | 30812 . X 70053FBFFIXD | - 7457833
50. 70053FBEFIXD [3.8.2004 742 ‘ :
81, . » f i 18587FBSFLOA [31.3.2005 |  938.6) . 17621FLEF003 72075000 §77274
6_2:‘ ' _ ' 18588FBEFLOA [31.3.2005 | 4268.96 ) 70053FBEFIXD 10384| 17347200
63.] . 1 - ‘ . ) 1B5BOF BEFLOA [31.3.2005 | 4266.96 ]
84.| 11 | Kamataka | KSEP | 17435LAALA0S |21.8.2002 | 70 - ' . ] ) i T5649LAALAOS 34000|
) ‘ ‘ ‘ " [tesasLAALAOB | 2185587
65. ] 17435LAALAD9 [29.10.2002 75 : 16949LAALAOE | 228000 _
66. _ 17435LAALA09 [26.11.200Z | . 55 . » 16949LAALAOB | 2250000 425836
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67.] 17766CMPCPO2 [5.12:2002 500) ,
&8, 17766CMPGPOZ [29.3.2003 250 1 7 17765CMPCPO2 az5342
69. i —[17766CMPCPUZ | 1.7.2003 | 328 17435LAALACS | 2813000 %8578
. ‘ ‘ T743LAALADS | 398125
' "|17766CMPCP02 1466882
17766CMPCP02 743176
_ ; . ~1e_949gA,§\LAqa. 22550000] - 743063|
70.| 12 [Kamataka -[MSCL |1638SCOMC001 [15.11.2001 | 67.54 H : 1véssiscbmcoo1 : 10267
71.| 13 [Madhya, |MPSC |16375NSHNSO8 [31.7:2003 5 : 16375NSHNS08 | 47720 3194
72. Fadesh 16384NSHNS08 [31.7.2003 § 16384NSHNS08 | . 39000], 4298
73;| 14 [Madhya  [NLIU  [17058RECRCO1 [7.1.2002 | 101.02 g 17058RECRCO1 BEEEE
Pradesh . . T
v 6362.07 13595.17] T “1387.2 10526.64 21
g r ) 323:98_.08.‘
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‘ 'Sﬁateméeﬁ&fshdwﬁmg ‘fth:e exposure in excess of ]lmms p;escrﬁbéd by NHB mHUDC@ .

Annexure-XIX ‘
" (Referred to in Para No. 5:61 i) |

<1

| (Amimun&' Rup¢é$ in crore)

|sLNe, |

E

113!

| Limited

59804

 Name of the Agency Total exposure - Percentage ﬁ@ '
SRR S J | to the Agemy - Net Owned
, : | : " Funds
' Govemment of MP - Finance ]Department 865.63 o 24.12
12, _Kerala State Housmg Board ' 961.52| -~ 2679
3. West Bengal Infrastructure Development * 152601 | 42,52
o finance Corporation Limited " _
4. Government of Orissa — ]Fmance - 75772 | 21.11 |
_ ]Department : ;
5. M[aharastra Jeevan Pradhikaran ,804;15 22.41
6. Government of Maharastra-]PWD 819.50 22.84 |-
7. -Government of Maharastra—][mganon P 79487 2215
_ Department ' .
18. | Government of Maharastra—Water - 935.33 26.06 |
‘ Resource Department : -
9. AP State Housing Corporatidn Limited- 856.0(1)" . 23.85
10. AP Utban Finance Corporation Limited 746.28 ~20.80
| 11. Government of Tamil Nadu - 59872 - 16.68
{12, Karnataka Road Development | 1063.67 | 29.64 |
Corporation Limited e
Rajiv Gandhi Rural Housmg Corporatlon pee 16.67
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'GLOSSARY OF ABBREVIATIONS

Abbreviation

Sl. No. FULL FORM
1. ALM Asset Liability Management
2. BOB Bank of Baroda
3. BOBHFL BOB Housing Finance Limited
4. CBHFL - Cent Bank Home Finance Limited
5. FI o Financial Institution _
6. GJRHFS Golden Jubilee Rural Housing Finance Scheme.
7. |1 GOI Government of India
8. HDFEC Housing Development Finance Corporation
Limited ,
9. | HFC Housing Finance Company
- 10. HN HUDCO Niwas
11. HUDCO Housing and Urban Development Corporation
Limited '
12.. | IHFL IDBI Home Finance Limited
13. | KSHB Kerala State Housing Board
14. - | MIS Management Information System
15. - | MoH&UPA Ministry of Housing and Urban Poverty Alleviation
16. | NHB .| National Housing Bank
17. | NHHP National Housing and Habitat Policy
18. NIM Net Interest Margin
19. NoF ‘Net Owned Funds
20. | NPA Non Performing Assets
21. ORHDCL Orissa-  Rural Housing  and Development
- Corporation Limited
22. |PD Public Deposit |
123 PNBHFL PNB Housing Finance Limited
24. |PSU | Public Sector Undertakings
25. SARFAESI Act | Securitisation and Reconstruction of Financial
Assets and Enforcement. of Security Intérests Act,
, 2002 ’
26. SCB Scheduled Commercial Bank
27. | TMHP

Two Million Housing Programme
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