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HMT Finance Private Limited

FAIR PRACTICE CODE (FPC)

BACKGROUND

The Reserve Bank of India (RBI) has prescribed broad guidelines on fair practice code that are
to be adopted by all the Non-Banking Finance Companies (NBFCs) involved in the lending
business. The consolidated guidelines are published in Master Circular.

HMT Finance Private Limited is a Non-deposit taking Non-Banking Financial Company
(ND_NBFC).The Board of Directors of NBFCs are responsible for framing and adopting a Fair
Practice Code (“Code”) in line with the guidelines provided by the RBI. Accordingly, Board of
Directors has reviewed the following Fair Practice Code and as approved by Board of Directors.

It shall be, the policy of HMT Finance Private Limited to make available to all eligible qualified
applicants, without discrimination on the basis of race, caste, colour, religion, Sex, marital
status, age or handicap all financial products, either directly or through subsidiaries and/or
associates.

The company’s policy is to treat all the clients consistently and fairly. The employees of the
company will offer assistance, encouragement and service in a fair, equitable and consistent
manner. The company will also communicate its Fair Practice Code (FPC) to its customers by
uploading the FPC on website.

Transparen Disclosure:

We shall provide clear and comprehensive information about our products, services, terms,
and conditions to our customers. All fees, charges, interest rates, and penalties shall be
communicated transparently, prominently, unambiguously and shall disclose all terms and
conditions related to products and services offered by the NBFC, including interest rates, fees,
charges, and penalties and ensure that all communications with customers are clear, concise,
and easy to understand.

The NBFCs should devise a system of giving acknowledgement for receipt of all loan
applications. Preferably, the time frame within which loan applications will be disposed of
should also be indicated in the acknowledgement and providing timely and accurate
information to customers regarding their accounts, transactions, and other relevant services.

Loan appraisal and terms/conditions

The NBFCs should convey in writing to the borrower in the vernacular language as understood
by the borrower by means of sanction letter or otherwise, the amount of loan sanctioned along
with the terms and conditions including annualized rate of interest and method of application
thereof and keep the acceptance of these terms and conditions by the borrower on its record.
As complaints received against NBFCs generally pertain to charging of high interest /penal

interest, NBFCs shall mention the penal interest to be charged for late repayment in bold in the
loan agreement. For HMT FINANCE PRIVATE LIMITED
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It is understood that in a few cases, borrowers are not fully aware of the terms and conditions
of the loans including rate of interest at the time of sanction of loans, either because the NBFC
does not provide details of the same or the borrower has no time to look into detailed
agreement. Not furnishing a copy of the loan agreement or enclosures quoted in the loan
agreement is an unfair practice and this could lead to disputes between the NBFC and the
borrower with regard to the terms and conditions. NBFCs are, therefore, advised to furnish a
copy of the loan agreement in vernacular language along with a copy each of all enclosures
quoted in the loan agreement to all the borrowers at the time of sanction / disbursement of
loans.

Privacy and confidentiality

We shall treat all personal information of customers as private and confidential (even when
customers are no longer our customers), and shall be guided by the following principles and
policies. We shall not reveal information or data relating to customer accounts, whether
provided by the customers or otherwise, to anyone including other companies/entities in our
group, other than in the following exceptional cases:

If the information is to be disclosed under law.

If there is a duty towards the public to reveal the information.

If our interests require us to give the information (for example, to prevent fraud) but it should
not be used as a reason for giving information about customer or customer’s account to anyone
else, including other companies in the group, for marketing purposes.

If the customer provides his/her consent to reveal the information

The customer shall be informed the extent of his/her rights under the existing legal framework
for accessing the personal records that we have in our custody about him/her.

Disbursement of loans including changes in terms and conditions

The NBFCs should give notice to the borrower in the vernacular language or a language as
understood by the borrower of any change in the terms and conditions including disbursement
schedule, interest rates, service charges, prepayment charges etc. NBFCs should also ensure
that changes in interest rates and charges are effected only prospectively. A suitable condition
in this regard should be incorporated in the loan agreement.

Decision to recall / accelerate payment or performance under the agreement should be in
consonance with the loan agreement.

NBFCs should release all securities on repayment of all dues or on realisation of the outstanding
amount of loan subject to any legitimate right or lien for any other claim NBFCs may have
against borrower. If such right of set off is to be exercised, the borrower shall be given notice
about the same with full particulars about the remaining claims and the conditions under which

NBFCs are entitled to retain the securities till the relevant Cl?é?ﬁ?ﬁ%%ﬁ%?%/\ﬁ LIMITED
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The company shall release all original movable/immovable documents and remove charges
registered in respect of the same with any registry within a period of 30 days after full
repayment/ settlement of the loan account.

General

NBFCs should refrain from interference in the affairs of the borrower except for the purposes
provided in the terms and conditions of the loan agreement (unless information, not earlier
disclosed by the borrower, has been noticed).

In case of receipt of request from the borrower for transfer of borrower account, the consent
or otherwise i.e. objection of the NBFC, if any, should be conveyed within 21 days from the date
of receipt of request. Such transfer shall be as per transparent contractual terms in consonance
with law.

In the matter of recovery of loans, the NBFCs should not resort to undue harassment viz;
persistently bothering the borrowers at odd hours, use muscle power for recovery of loans etc.
As complaints from customers also include rude behavior from the staff of the companies,
NBFCs shall ensure that the staff are adequately trained to deal with the customers in an
appropriate manner.

As a measure of customer protection and also in order to bring in uniformity with regard to
prepayment of various loans by borrowers of banks and NBFCs, it is advised that NBFCs shall
not charge foreclosure charges/ pre-payment penalties on all floating rate term loans
sanctioned to individual borrowers, with immediate effect.

Responsibili Directors

The Board of Directors of NBFCs should also lay down the appropriate grievance redressal
mechanism within the organization. Such a mechanism should ensure that all disputes arising
out of the decisions of lending institutions' functionaries are heard and disposed of at least at
the next higher level. The Board of Directors should also provide for periodical review of the
compliance of the Fair Practices Code and the functioning of the grievances redressal
mechanism at various levels of management. A consolidated report of such reviews may be
submitted to the Board at regular intervals, as may be prescribed by it

Language and mode of communicating Fair Practice Code

Fair Practices Code (which should preferably in the vernacular language or in a language as
understood by the borrower) based on the guidelines outlined hereinabove should be put in
place by all NBFCs with the approval of their Boards within one month from the date of issue
of this circular. NBFCs will have the freedom of drafting the Fair Practices Code, enhancing the

scope of the guidelines but in no way sacrificing the spirit underlying the above guidelines. The

same should be put up on their web-site, if any, for the informq:t(i)?mﬁ:{ }-‘NA?I%%%ﬁWgWﬁED
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Regulation of excessive interest charged by NBFCs

The Board of each NBFC shall adopt an interest rate model taking into account relevant factors
such as cost of funds, margin and risk premium and determine the rate of interest to be charged
for loans and advances. The rate of interest and the approach for gradations of risk and
rationale for charging different rate of interest to different categories of borrowers shall be
disclosed to the borrower or customer in the application form and communicated explicitly in
the sanction letter. |

The rates of interest and the approach for gradation of risks shall also be made available on the
web-site of the companies or published in the relevant newspapers. The information published
in the website or otherwise should be updated whenever there is a change in the rates of
interest.

The rate of interest should be annualised rate so that the borrower is aware of the exact rates
that would be charged to the account.

Complaints about excessive interest charged by NBFCs

The Reserve Bank has been receiving several complaints regarding levying of excessive interest
and charges on certain loans and advances by NBFCs. Though interest rates are not regulated
by the Bank, rates of interest beyond a certain level may be seem to be excessive and can
neither be sustainable nor be conforming to normal financial practice. Boards of NBFCs are,
therefore, advised to lay out appropriate internal principles and procedures in determining
interest rates, processing and other charges. In this regard the guidelines indicated in the Fair
Practices Code about transparency in respect of terms and conditions of the loans are to be
kept in view.

Responsible Lending Conduct - Release of movable/immovable property documents on

repavment ttlement of personal loans

The Company shall adopt best practices in release of movable/ immovable property documents
upon receiving full repayment and closure of loan account to avoid customer grievances and
disputes in future.

To address the issues faced by the borrowers and towards promoting responsible lending, the
following instructions are issued:

A. Release of movable/immovable property documents:

(i)The Company shall release all the original movable / immovable property documents and
remove charges registered with any registry within a period of 30 days from the date of full
repayment/settlement of the loan account.

(i) The borrower shall be given the option of collecting the original movable/ immovable
property documents either from the banking outlet/branch where the loan account was
serviced or any other office of the Com here the d t ' i
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(iii)The timeline and place of return of original movable/immovable property documents shall
be mentioned in the loan sanction letters issued on or after the effective date.

(iv)In order to address the contingent event of demise of the sole borrower or joint borrowers,
NBFCs shall have a well laid out procedure for return of original movable/immovable property
documents to the legal heirs. Such procedure shall be displayed on the website of NBFCs along
with other similar policies and procedures for customer information.

B. Delay in release of movable/immovable property documents:

(i) In case of delay in releasing of original movable /immovable property documents or failing
to file charge satisfaction form with relevant registry beyond 30 days from the date of full
repayment/ settlement of loan, the Company shall communicate to the borrower reasons for
such delay.

(ii)In case of loss/damage to original movable/immovable property documents, either in part
or in full, the Company shall assist the borrower in obtaining duplicate/certified copies of the
movable/immovable property documents and shall bear the associated costs. However, in such
cases, an additional time of 30 days will be available to the NBFCs to complete this procedure.

C. Applicability:

The instructions in paragraph B above shall be applicable to all cases where release of original
movable/immovable property documents falls due on or after beyond 30 days from the date of
full repayment/ settlement of loan date.

esponsible Lending Conduct - Re-possession clause in the contract/loan agreemen

with the borrower which must be legally enforceable of movable/immovable property

documents on default on repayment of personal loans taken

NBFCs must have a built in re-possession clause in the contract/loan agreement with the
borrower which must be legally enforceable. To ensure transparency, the terms and conditions
of the contract/loan agreement should also contain provisions regarding:

(a) Notice period before taking possession;
(b) Circumstances under which the notice period can be waived:;
(c) The procedure for taking possession of the security;

(d) A provision regarding final chance to be given to the borrower for repayment of loan before
the sale / auction of the property;

(e) The procedure for giving repossession to the borrower; and
(f) The procedure for sale / auction of the property.

A copy of such terms and conditions must be made available to the borrower in terms of
circular wherein it was stated that NBFCs may invariably furnish a copy of the loan agreement
along with a copy each of all enclosures quoted in the loan agreement to all the borrowers at

the time of sanction / disbursement of loans, which may form a key component of such
contracts/loan agreements. For HMT F'NANCE PRIVATE LIMITED
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LENDING AGAINST COLLATERAL OF GOLD JEWELLERY

While lending to individuals against gold jewellery, NBFCs shall adopt the following in addition
to the general guidelines as above.

They shall put in place Board approved policy for lending against gold that should inter
alia, cover the following:

Any individual who is the lawful owner of the Gold Jewellery offered as security as per the
declaration of ownership submitted by him and fulfilling the KYC norms as per RBI guidelines.
Borrowers are required to provide valid identification and complete necessary documentation
as per regulatory requirements and internal policies by engaging in the loan transaction, the
borrower agrees to abide by the terms and conditions outlined herein.

The loan can be extended to anyone who is having short term fund requirements like working
capital for establishment/ expansion of business activity or meeting personal liquidity
requirements or domestic needs including medical expenses etc. Loans shall not be used for
any speculative or illegal or unlawful purposes violating the laws of the Country.

Quantum of finance will be decided on the basis of net weight of gold of 22 carat ornaments
tendered as security, its purity and subject to RBI guidelines issued from time to time regarding
loan to value.

Interest and other charges to be levied shall be governed by the interest rate policy adopted by
the Board. The Board, or a committee empowered by the Board shall review the interest rates
and other charges periodically and approve necessary revisions as per the business
requirements. Any revision in interest shall only be with prospective effect.

Interest and other charges to be levied on the loan shall be as per the schemes formulated and
amended from time to time. The interest rates shall be decided based on the cost of funds, and
also gradation of risk, the underlying principle being higher the risk higher the interest, within
the ceiling rate decided by the Company. No loan shall be granted at a rate of interest less than
the average cost of funds of the Company without the specific approval of the Board.

In the event of failure on the part of the borrower to repay the loan along with interest and
other charges on the due date or within the grace period permitted, penal interest as decided
by the Company from time to time and intimated to the borrower upfront shall be charged over
and above the regular interest for the period the loan remains outstanding over and above the
due date.

Items not to be considered for accepting as security for the loan:

Melted bar /Primary Gold

Jewellery of a temple/church or any religious institutions.

Item specified by the Company in the negative list updated from time to time.

Items where the borrower is unable to give a proof or declaration of ownership.

[tems which are not permitted to be taken as security by RBI

Security and Safekeeping: The pledged gold jewellery will be SEHEAT RIORRS Y Rk ending:

institution during the loan tenure. Adequate insurance coverage may be maintained by the
’
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lending institution to safeguard against loss or damage. Adequate systems for storing the
jewellery in safe custody, reviewing the systems on an on-going basis, training the concerned
staff and periodic inspection by internal auditors to ensure that the procedures are strictly
adhered to. Normally, such loans should not be extended by branches that do not have
appropriate facility for storage of the jewellery.

In the event of default, the lending institution reserves the right to take legal action to recover
the outstanding loan amount. Legal expenses incurred in the process may be borne by the
borrower.

Transparent auction procedure in case of non-repayment with adequate prior notice to the
borrower. There should be no conflict of interest and the auction process must ensure that
there is arm’s length relationship in all transactions during the auction including with group
companies and related entities.

The auction should be announced to the public by issue of advertisements in at least two
newspapers, one in vernacular language and another in national daily newspaper.

. As a policy, the NBFCs themselves should not participate in the auctions held.
Gold pledged will be auctioned only through auctioneers approved by the Board.

The policy shall also cover systems and procedures to be put in place for dealing with fraud
including separation of duties of mobilization, execution and approval.

. The Loan agreement for lending gold shall also disclose details regarding auction procedure.

. Penal charges in loan accounts as per RBI/2023-24/53
DoR.MCS.REC.28/ 01.01.001/2023-24

Reserve Bank has issued various guidelines to the Regulated Entities (REs) to ensure
reasonableness and transparency in disclosure of penal interest. Under the extant guidelines,
lending institutions have the operational autonomy to formulate Board approved policy for
levy of penal rates of interest. It has been observed that many REs use penal rates of interest,
over and above the applicable interest rates, in case of defaults / non-compliance by the
borrower with the terms on which credit facilities were sanctioned.

The intent of levying penal interest/charges is essentially to inculcate a sense of credit
discipline and such charges are not meant to be used as a revenue enhancement tool over and
above the contracted rate of interest. However, supervisory reviews have indicated divergent

practices amongst the REs with regard to levy of penal interest/charges leading to customer
grievances and disputes.

On a review of the practices followed by REs for charging penal interest/charges on loans, the
following instructions are issued for adoption: For HMT FINANCE PRIVATE LIMITED
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Penalty, if charged, for non-compliance of material terms and conditions of loan contract by the
borrower shall be treated as ‘penal charges’ and shall not be levied in the form of ‘penal
interest’ that is added to the rate of interest charged on the advances.

There shall be no capitalization of penal charges i.e., no further interest computed on such
charges. However, this will not affect the normal procedures for compounding of interest in the
loan account.

The REs shall not introduce any additional component to the rate of interest and ensure
compliance to these guidelines in both letter and spirit.

The REs shall formulate a Board approved policy on penal charges or similar charges on loans,
by whatever name called.

The quantum of penal charges shall be reasonable and commensurate with the noncompliance
of material terms and conditions of loan contract without being discriminatory

Within a particular loan / product category.

The penal charges in case of loans sanctioned to ‘individual borrowers, for purposes other than
business shall not be higher than the penal charges applicable to non-individual borrowers for
similar non-compliance of material terms and conditions.

The quantum and reason for penal charges shall be clearly disclosed by REs to the customers
in the loan agreement and most important terms & conditions / Key Fact Statement (KFS) as
applicable, in addition to being displayed on REs website under Interest rates and Service
Charges.

Whenever reminders for non-compliance of material terms and conditions of loan are sent to
borrowers, the applicable penal charges shall be communicated. Further, any instance of levy
of penal charges and the reason therefor shall also be communicated.

These instructions shall come into effect from January 1, 2024. REs may carry out appropriate
revisions in their policy framework and ensure implementation of the instructions in respect
of all the fresh loans availed/ renewed from the effective date. In the case of existing loans, the
switchover to new penal charges regime shall be ensured on next review or renewal date or six
months from the effective date of this circular, whichever is earlier.

Credit Reference Agencies

When a customer opens a loan account with us, we shall inform him/her when we may pass
his/her account details to credit Reference agencies and the checks we may make with them;
We may give information to Credit Reference agencies about the personal debts the customer
owes us if:

The customer has fallen behind with his/her payments

The customer has not made proposals with which we are satisfied with for repaying his/her
debt, following our formal demand

The Amount owed is not in dispute

In these cases, we may intimate the customer in writing that we plan to give information about
the debts the customers owes to us to Credit Reference Agencies. At that time, we will explain
to the customer the role of Credit Reference Agencies and effect of the information as provided
by CRAs about customer’s ability to get credit.

We may furnish credit reference agencies other information about the customer’s account if
the customer has given us his/her consent to do so.

A copy of the information given to the Credit Reference Agencies shall be provided by us to a
Customer' if so demanded_ For HMT FINAN[(‘:E PRI !ATE LIMITED
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Collection of S

Whenever loans are given, we shall explain to the customer the repayment process by way of
amount, tenure and periodicity of repayment. However, if the customer does not adhere to
repayment schedule, a defined process in accordance with the laws of the land shall be followed
for recovery of dues. The Process will involve reminding the customer by sending him/her
notice or by making personal visits and/or possession of security, if any.

Our Collection policy is built on courtesy, fair treatment and persuasion. We believe in fostering
customer confidence and long term relationship. Our staff or any person authorized to
represent us in collection of dues or/and security repossession shall identify himself/herself
and display the authority letter issued by us and upon request, display his/her identity card
issued by the company or under the authority of the company.

All the members of the staff or any person authorized to represent us in collection and/or
security repossession shall follow the guidelines set out below:

Customer would be contacted ordinarily at the place of his/her choice and in the absence of
any specified place at the place of his/her residence and if unavailable at his/her residence, at
the place of business/occupation

Identity and authority to represent the company shall be made known to the customer at the
first instance

Customer’s privacy should be respected.

Interaction with the customer shall be in a civil manner.

Time and number of calls and contents of conversation would be documented

All assistance should be given to resolve disputes or differences regarding dues in a mutually
acceptable and in an orderly manner

During visits to customers place for dues collection decency and decorum shall be maintained.

Grievance Redressal Mechanism

At the operational level, all NBFCs have to display the following information prominently, for
the benefit of their customers, at their branches / places where business is transacted:

The company shall guide customers who wish to lodge a complaint and also provide guidance
on what to do in case the customer is unhappy with the outcome.

The name and contact details (Telephone / Mobile nos. as also email address) of the Grievance
Redressal Officer who can be approached by the public for resolution of complaints against the

Company shall be displayed on the website of the company.
For HMT FINANCE PRIVATE LIMITED
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If the complaint / dispute is not redressed within a period of one month, the customer may
appeal to the Officer-in-Charge of the Regional Office of DNBS of RBI (Rambagh Circle, Tonk
Road Jaipur (Rajasthan) India PIN-302052,. Tel: +91 141 2563794, Fax: +91 141 2563016),
under whose jurisdiction the registered office of the NBFC falls.

In short, the public notice should serve the purpose of highlighting to the customers, the
grievance redressal mechanism followed by the company, together with details of the
grievance redressal officer and of the Regional Office of the RBI.

For HMT FINANCE PRIVATE LIMITED
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