ITEM NO. 11 (D-01)
1. Name of the Subject/Project.

Enhancement in the capping limit on deposit of funds with Banks empanelled by NDMC.

2. Name of the Department.

Accounts Department.

3.
Brief History of the Subject/Project.

In view of the provisions contained in Section 52 of the New Delhi Municipal Council Act, 1994 the surplus money standing at the Credit of General Account of the New Delhi Municipal Fund which cannot be immediately applied for the purpose specified in section 50 of the Act need to be deposited in the State Bank of India or in such scheduled Bank or Banks as the Council may select or be invested in public securities.  With this view, the Council had last reviewed and approved the Investment Policy with requisite parameters and further authorized the Chairperson, NDMC to approve a panel of Banks based on the investment policy, vide its Resolution No. 2(D-10) dated 26-08-2005 (laid on the table).

The salient features of the existing policy for investment of surplus funds and empanelment of Banks are as under:-

1. The networth of the Banks should be at least Rs.1000 Crore.

2. The Capital Adequacy Ratio should be at least 10%.

3. The Banks should have its corporate and registered office in India with at least one Branch in Central Business District (CBD) of NDMC.

4. The Banks must be at least 5 years old.

5. In order to ensure adequate safety of funds to be invested, lowest of the credit rating assigned by CRISIL and ICRA shall be kept in view. 

6. Commensurate to the Networth, normative cap for deposit of funds with the Banks was fixed at Rs.250 Crore for Banks having Networth of Rs.1000 Crore to Rs.2500 Crore while the same was fixed at Rs.400 Crore for the Banks having Networth above Rs.2500 Crore.

Besides, the officers sub-committee for Investment have the powers to park 25% additional funds over and above the said normative cap with the Banks whose capping limit has already been reached if the rate of interest offered by such banks are higher.

Over a period now, some banks out of the total 31 empanelled banks have already reached the said normative cap plus additional 25% thereof.  As such, no further investment can be made with them even if they offer higher rate of interest as also their enjoying to have higher networth. This has necessitated to consider enhancement of the exposure limit commensurate to networth considered to be the critical criteria of empanelled Banks so as to bring in more competition as also to maintain safety of funds.

4.
Detailed proposal on the subject/project.

Given these circumstances, it is proposed to revise the normative cap for deposit of funds with the empanelled banks as under:-

	Networth
	Existing 

Normative Cap.
	Proposed 

Normative Cap.

	Rs.1000 Cr. to Rs.2500 Cr.
	Rs. 250 Crore
	No change

	Rs.2500 Cr. to Rs.8000 Cr.
	Rs. 400 Crore
	No change

	More than Rs. 8000 Cr. 
	Rs. 400 Crore
	Rs. 800 Crore


5.     
Financial implications of the proposed project.

The proposal is likely to enhance revenue generation from interest earning through wider competition.

6.    
Implementation schedule with time limit for each stage including internal processing.

  
Proposal shall be implemented immediately after its approval by the Council.

7.     
Comments of finance department on the subject with diary no. and  date 

Proposal has been routed through the Financial Advisor who has seen and agreed.

 8.   
Comments of department on the comments of finance department.

     
No comments in view of para 7 above.

9     
Legal implication of the subject/project.

      
The proposal is covered under the NDMC Act.

10    
Details of previous council revolution on the subject.

Council Revolution No. 2 (D-10) dated 26.08.2005 regarding approval of investment policy.

 11.     Comments of Law Department on the subject

Legal Advisor after due analysis of the section 52 of the NDMC Act advised that the proposal may be intimated to the Council for information.

12. Comments of the department on the comments of law department.

Noted.  Agenda is accordingly intimated to the Council for information.

13. Certification by the department that all Central Vigilance Commission (CVC) guidelines have been followed while processing the case

All necessary guidelines of CVC would be followed while processing for deposit of funds with empanelled banks.

14.     Recommendations:

The case is now laid before the Council for information of the proposal for enhancement of normative cap for deposit of funds with the empanelled banks keeping other parameters to be the same as earlier approved by the Council vide its resolution ibid.

It is further recommended that in future the Chairperson may be authorized to revise the normative cap.

COUNCIL’S   DECISION

Resolved by the Council to approve the proposal of enhancement of normative cap for deposit of funds with the empanelled banks keeping other parameters same, as earlier approved by the Council vide its Resolution No. 2 (D-10) dated 26.08.2005.
It was further resolved by the Council that in future, the Chairperson is authorized to revise the normative cap.
