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RBI releases Large Exposures Framework (LEF)

This is in reference to circular DBR.No.BP.BC.43/21.01.003/2016-17 dated December 01, 2016 on the
large exposures framework. After due consideration of the representations received from stakeholders, it
has been decided by RBI as under:

Non-centrally cleared derivatives exposures will be outside the purview of exposure limits till April
01, 2020. However, banks must compute these exposures separately and report to the
Department of Banking Regulation on quarterly basis.

For the purpose of reckoning exposure limits under LEF, an Indian branch of a foreign Global
Systemically Important Bank (G-SIB) will be considered as any other Indian bank and can
accordingly take exposure upto 25% of its Tier | capital on another non-GSIB in India.

The interbank exposure limit of an Indian branch of a foreign G-SIB with its Head Office will be
20% of its Tier | capital in India.

The eligible capital base for the purpose of LEF will be the effective amount of Tier 1 capital
fulfilling the criteria defined in the Master Circular on Basel Il — Capital Regulation dated July 1,
2015 (as amended from time to time) as per the last audited balance sheet. However, the infusion
of capital under Tier | after the published balance sheet date may also be taken into account for
the purpose of Large Exposures Framework. Banks shall obtain an external auditor’s certificate on
completion of the augmentation of capital and submit the same to the Reserve Bank of India
(Department of Banking Supervision) before reckoning the additions to capital funds.



e For Indian Banks, profits accrued during the year, subject to provisions contained in para 4.2.3.1
(vii) of Master Circular on Basel Il — Capital Regulation dated July 1, 2015 (as amended from time
to time), will also be reckoned as Tier | capital for the purpose of Large Exposures Framework.

o No additional time shall be given to banks that are in breach of specified interbank limits with
other banks or with their Head Offices, to bring their exposures within limit.

Please contact for any query related to this mail to Ms. Surbhi Sharma, Associate Economist at
surbhi@phdcci.in with a cc to Dr. S P Sharma, Chief Economist at spsharma@phdcci.in of PHD Chamber
of Commerce & Industry.
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Dr S P Sharma

Chief Economist
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COPYRIGHT: All rights reserved. No part of this publication/Release may be reproduced, distributed, or
transmitted in any form or by any means, without the prior written permission of the publisher. For
permission requests, write to the publisher.

DISCLAIMER: This message and its attachments contain confidential information. If you are not the
intended recipient , you are strictly prohibited to disclose, copy, distribute or take any action in reliance
on the contents of this information .E-mail transmission cannot be guaranteed to be secure or error-free,
as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain
viruses. The sender therefore does not accept liability for any errors or omissions in the contents of this
message, which arise as a result of e-mail transmission. If verification is required please request a hard-
copy version.



