Meaning and Role of RNBCs

Residuary Non-Banking Company is a class of NBFC which is a company and has as its
principal business the receiving of deposits, under any scheme or arrangement or in any other
manner and not being Investment, Asset Financing, Loan Company. These companies are
required to maintain investments as per directions of RBI, in addition to liquid assets. The
functioning of these companies is different from those of NBFCs in terms of method of
mobilization of deposits and requirement of deployment of depositors' funds as per Directions.
Besides, Prudential Norms Directions are applicable to these companies also. RNBC has to
ensure that the amounts deposited with it are fully invested in approved investments. In other
words, in order to secure the interests of depositor, such companies are required to invest 100
per cent of their deposit liability into highly liquid and secure instruments, namely,
Central/State Government securities, fixed deposits with scheduled commercial banks (SCB),
Certificate of Deposits of SCB/FIs, units of Mutual Funds, etc.

The minimum interest an RNBC should pay on deposits should be 5% (to be compounded
annually) on the amount deposited in lump sum or at monthly or longer intervals; and 3.5% (to
be compounded annually) on the amount deposited under daily deposit scheme. Interest here
includes premium, bonus or any other advantage, that an RNBC promises to the depositor by
way of return. An RNBC can accept deposits for a minimum period of 12 months and
maximum period of 84 months from the date of receipt of such deposit. They cannot accept
deposits repayable on demand. However, at present, the only RNBCs in existence (Peerless)
has been directed by the Reserve Bank to stop collecting deposits, repay the deposits to the
depositor and wind up their RNBC business as their business model is inherently unviable.

Functions
» To tap public savings by operating various deposit schemes.
» To strengthen financing in rural areas
* Mobilisation of Funds

» To provide safety of funds



