
Shastrartha 26:

Loans to related parties by banks and NBFCs

Vinod Kothari Consultants P. Ltd

Kolkata:
Anjaneyam, B42, Metropolitan 

Cooperative Housing Society, 

Kolkata 700105

Tel.: 033-45017864/ 23233742

Email: 

finserv@vinodkothari.com 

New Delhi:
Nukleus, 501 & 501A, 5th 

Floor, Salcon Rasvilas, District 

Centre, Saket, Delhi 110017

Phone:  011 41315340

Email: 

delhi@vinodkothari.com 

Mumbai:
403-406, Shreyas Chambers

175, D N Road, Fort

Mumbai

Phone:  022 2261 4021/ 3044 

7498

Email: 

bombay@vinodkothari.com 
Website: www.vinodkothari.com 

Bangalore:
4, Union Street, Infantry Rd, 

Shivaji Nagar, 

Bengaluru- 560 001

Phone: 033 40010157/ 2281 3742

Email: bengaluru@vinodkothari.com

http://www.vinodkothari.com


Copyright & Disclaimer

◼ The presentation is a property of  Vinod Kothari Consultants P. Ltd. No part of it can be copied, reproduced 

or distributed in any manner, without explicit prior permission. In case of linking, please do give credit and 

full link

◼ This presentation is only for academic purposes; this is not intended to be a professional advice or opinion. 

Anyone relying on this does so at one’s own discretion. Please do consult your professional consultant for 

any matter covered by this presentation.

◼ The contents of the presentation are intended solely for the use of the participants, to whom the same is 

marked by us.

◼ No circulation, publication, or unauthorised use of the presentation in any form is allowed, except with our 

prior written permission.

◼ No part of this presentation is intended to be solicitation of professional assignment.



Key Highlights - Banks 



Key Highlights - NBFCs 



Definition of Related Party

RELATED PARTY

(a) Related Person (b) Reciprocally Related Person* (c) Related party

Promoter

Director

KMP

Person holding >5% paid up 

equity singly or jointly

Person exercising >5% control 

singly or jointly

Holds power to nominate 

director to the Board

Exercises control whether singly 

or jointly

Relative of Related Persons

Is a Partner/ Manager/ KMP/ Promoter

Holds lower of:

a.10% of Paid up equity.

b.Paid up share capital of Rs. 5 cr

Has single or joint control with another 

person

Controls> 20% voting rights

Has power to nominate director to the 

Board, except where the power to 

nominate arises exclusively from a lending 

or financial arrangement.

Has power to advice direct or instruct such 

entity and the entity is accustomed to act on 

the same.

Is a Guarantor/Surety

Is the author or the beneficiary, in case 

where the entity is a private trust

Holding/Subsidiary/Parent/Associate/Joint 

Venture of Related Person (other than 

individuals)

Director (excluding independent director / Nominee director 

appointed by the Government or RBI or a statutory body) of 

another commercial bank/ AIFI/ scheduled co-operative bank/ 

subsidiary of a commercial bank

Trustee of a mutual fund or an 

alternate investment fund established 

by  another commercial bank/ AIFI/ 

scheduled co-operative bank/ 

subsidiary of a commercial bank

Relative of persons of such directors 

or trustees

*Reciprocally Related Persons - not applicable in case of NBFCs



RPs under Amendment Directions Whether covered in the Present Regulations

(A) Related Persons: These can be non-corporate

a promoter, or a director, or a KMP of the NBFC or relatives of the said (natural) person All other persons except the promoter was covered

Person holding more than 5% equity or more than 5% voting rights, singly or jointly, or relatives of the

said (natural) person

No

Person having the power to nominate a director through agreement, or relatives of the said (natural)

person

No

Person exercising control, either singly or jointly, or relatives of the said (natural) person Yes

Definition of Related Party



Definition of Related Party

RPs under Amendment Directions Whether covered in the Present Regulations

(B) Related Parties: These can be any person other than individual/HUF, and cover Entities where (A) Covered Partially

is a partner, manager, KMP, director or a promoter Promoter not covered

hold/s 10% of PUSC Holds lower of (i)10% of PUSC and (ii)₹5 crore in PUSC

has single or joint control with another person Yes

controls more than 20% of voting rights No

has power to nominate director on the Board No

are such on the advice direction, or instruction of which the entities are accustomed to act No

is a guarantor/surety Yes

is a trustee or an author or a beneficiary (where entity is a private trust) No

Entities which are related to (A) as subsidiary, parent/holding company, associate or joint venture Yes



Materiality Thresholds

Category of NBFCs Materiality Threshold

Upper Layer and Top Layer ₹10 crore

Middle Layer ₹5 crore

Base Layer ₹1 crore

Layer of the NBFC shall be based on the last audited balance sheet.
For loans, materiality threshold shall apply at individual transaction
level

Asset Size of Bank (in crores) Materiality Threshold

A >10,00,000 ₹25 crore

1,00,000 <A < 10,00,000 ₹10 crore

A < 1,00,000 ₹5 crore

Asset size based on the last audited balance sheet.
For loans, materiality threshold shall apply at individual transaction level

BANKS NBFCs
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