
 

Fair Lending Practices Code for National Housing Bank 
with effect from October 01, 2003 

Fair Lending Practices Code for National Housing Bank (NHB) 
 
At present, the National Housing Bank provides bulk lending through direct 
finance to the public agencies and through refinance assistance to various 
categories of Primary Lending Institutions (PLIs) viz. Housing Finance 
Companies, Scheduled Commercial Banks, Scheduled Co-operative Banks, 
Regional Rural Banks, Apex Co-operative Housing Finance Societies / 
Federations for their onward lending. NHB does not provide any financial 
assistance directly to individuals. 
 
NHB has adopted fair practices code for Direct Finance and for Indirect Finance 
by way of Refinance Assistance to PLIs. The details are as under:  
 
I. FAIR PRACTICES CODE FOR DIRECT FINANCE 
 
1. Applications for Loans and their processing 
 

i) National Housing Bank (NHB) will give an acknowledgement 
within seven days to the prospective borrowers on receipt of the loan application 
evidencing the date of receipt of the loan application. 
 

ii) It will be ensured that loan applications are ordinarily verified 
within 21 days of receipt of the applications and if any additional 
details/documents are required for the purpose of credit appraisal, the borrowers 
will be intimated immediately.  
 
2) Loan appraisal and terms/conditions.  
 

i) It will be ensured that there is a proper assessment of credit 
requirement of the borrowers. The loan amount, which may be sanctioned, will be 
as per the loan policy and stipulation of margin and security will be based on due 
diligence and credit worthiness of borrowers.  
 

ii) NHB will advise the sanction terms to the borrower and keep on 
record the borrower's acceptance of the sanction terms given with its full 
knowledge.  
 

iii) Terms and conditions and other caveats governing credit facilities 
sanctioned by the NHB which may have been arrived at after negotiations with 
the borrower will be reduced in writing in form of loan agreement. A copy of such 
agreement will be made available to the borrowers for their record, and 
acknowledgment received from them.  
 

iv) In the case of lending under consortium arrangement, the 
participating lenders will evolve procedures to complete appraisal of proposals in 
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a time bound manner to the extent feasible and communicate their decisions to 
the borrower on financing or otherwise, within a reasonable time.  
 
3. Disbursement of loans including changes in terms and conditions.  
 

i) NHB will ensure timely disbursement of loans sanctioned, subject to 
the borrowers fulfilling the conditions precedent and complying with the 
disbursement procedure that will be notified to the borrower in advance.  
 

ii) The borrowers will be given advance notice of any change in the 
terms and conditions including interest rates. Any increase in interest rate(s) and 
other charges are to be effected only prospectively, except those imposed by 
regulatory/government authority which will be on back to back basis.  
 
4. Post disbursement supervision.  
 

i) Post disbursement supervision by NHB will be conducted so as to 
take care of any 'lender related' genuine difficulty that the borrower may face.  
 

ii) NHB will give notice to the borrowers of such period as may be 
specified in the loan agreement or within a reasonable period if no such provision 
exists therein, before taking any decision to recall/accelerate payment or 
performance under the loan agreement or seeking additional securities or to 
suspend further disbursements.  
 

iii) Repayment Schedule will be sent to the borrower in advance of the 
commencement of repayment. A demand notice will normally be sent to the 
borrower fifteen days in advance of the due date of repayment of installment.  
 

iv) It will be ensured that all securities charged to NHB are released on 
full satisfaction/realisation of loan.  
 
 
II. FAIR PRACTICES CODE FOR INDIRECT FINANCE BY WAY OF 
REFINANCE 
 
1.  Sanction of Annual Credit Limits to PLIs 

i) The request for sanction of annual refinance limits by PLIs will be 
acknowledged within seven days of its receipt. 

ii) Deficiencies in the application forms and requests for additional 
information/clarifications will be intimated to the PLIs within 21 days 
of receipt and in one lot. 

iii) The request of PLIs for sanction of annual limits would be assessed in 
accordance with NHB’s extant policy.  

iv) Sanction of annual limit will be communicated after the approval of the 
competent authority. 
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2. Documentation for Refinance/Financial Assistance 

i) The sanction along with full disclosure of terms and conditions of 
sanction will be communicated to PLIs. 

ii) The PLI’s acceptance of the sanction terms and conditions will be kept 
on record. 

iii) PLI’s may request for modification in terms and conditions and other 
caveats governing refinance/financial assistance. The finally agreed 
upon  terms and conditions and other caveats would be put forth in 
writing and would be signed by the authorised official(s) of NHB/PLI. 

iv) A copy of all the relevant agreements would be made available to the 
PLIs. 

v) All cooperation to complete timely documentation will be extended to 
PLIs subject to receipt of all requirements from PLIs end. 

 
3. Processing of Applications for Disbursement and Disbursement of funds 

i) Refinance applications will be processed within seven days. In the event 
of the application not being processed within the stipulated time, the 
PLI will be kept informed accordingly.  

ii) Deficiencies in the claim form or requests for additional information, if 
any, will be informed to the PLI promptly. 

iii) The PLIs will be given advance notice of any change in terms and 
conditions including interest rates. Any increase in interest rate(s) and 
other charges will be effected prospectively, except those imposed by 
regulatory/government authority which will be on back to back basis.  

 
4. Post disbursement follow up  

i) Repayment schedule with respect to each release of refinance/financial 
assistance will be sent within fifteen days of disbursement of funds. 

ii) Demand schedule indicating repayment of instalment and payment of 
interest on the due date will be communicated to the PLIs at least seven 
days in advance.   

iii) Computation of interest and penal interest will be done as per the 
extant policy of NHB. 

iv) Post disbursement supervision will be constructive with a view to 
taking care of ‘lender related’ genuine difficulty that the PLIs may face. 

v) The PLIs will be given notice of such period as may be specified in the 
loan agreement or within a reasonable period if no such provision exists 
therein, before taking any decision to recall/accelerate payment or 
performance under the loan agreement or seeking additional securities. 

vi)  Securities will be released on receiving payment of loans or realisation 
of loans subject to any legitimate right or lien for any other claim 
lenders may have against borrowers.  
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5. General  
 
Information submitted by PLIs will be generally kept confidential and not 
disclosed to any third party unless agreed to by the PLI. The term third party 
excludes all law enforcement agencies, Reserve Bank of India, Credit Information 
Bureau, other Banks and Financial Institutions. 
 
 
6.  Grievance Redressal Mechanism 
 
To redress their grievances, applicants / borrowers may write to the designated 
senior official whose contact particulars are given below, clearly stating the nature 
of their grievance along with necessary documents, if any. A copy of the same will 
be returned to the borrower with dated acknowledgement. 
 
The designated official will initiate necessary action making all efforts to resolve 
the same expeditiously.  
 
A borrower aggrieved by any decision of the designated official may prefer a 
representation to the Chairman and Managing Director at the Head Office 
address given below. 
 
Contact particulars of the designated official: 
 
The Executive Director   
National Housing Bank 
Core 5-A, IIIrd Floor, India Habitat Centre, 
Lodhi Road, 
New Delhi – 110 003 
 
Phone : 011-24642263   Extension 511 
Fax : 011-04646988 
 
 

******* 


