Item No. 32  

Incorporation of National Centre for Financial Education (NCFE) as a Section 8 Company and its sources of finance by Financial Sector Regulators 

1.0 Proposal

[bookmark: _GoBack]1.1   The proposal is to seek approval towards Contribution of the IRDAI’s share to the Authorized Capital of National Centre for FinancialEducation (NCFE) - a Section (8) Companywith a Corpus Fund of Rs.100 crore (to be funded by financial sector regulators in the ratio of 30% each by RBI, SEBI and IRDAI and 10% by PFRDA) 
2.0 Background
2.1   NCFE was setup in 2013 with support from all financial sector regulators, viz. Reserve Bank of India (RBI), Securities and Exchange Board of India (SEBI), Insurance Regulatory and Development Authority of India (IRDAI), Pension Fund Regulatory and Development Authority (PFRDA) to promote Financial Education across India for all sections of the population as per the National strategy for Financial Education (NSFE) of Financial Stability and Development Council (FSDC) under the aegis of  FSDC-Sub Committee and Technical Group of Financial Inclusion and Financial Literacy (TGFIFL). During the 6th meeting of the TGFIFL held on February 22, 2013, it was decided to have NCFE as the agency for implementation of National Strategy for Financial Education, with the sharing of costs by all regulators. 
2.2. Initially, NCFE was being supported by a Core Committee comprising representatives from all financial sector regulators along with representatives from CBSE, NCERT, ICSE and NISM, etc.   The main role of NCFE is to create financial education materials and conduct financial education campaigns across the country for all sections of population along with awareness campaigns at different levels for existing and potential customers so as to improve their knowledge, understanding, skills and competence for taking informed decisions in purchase of financial products.
2.3. While reviewing the implementation of NSFE, the FSDC Sub-Committee chaired by Governor, RBI in its 20th meeting held on November 23, 2017 decided for setting up of NCFE as a Section 8 company. The Committee also decided to continue with the current funding plan of 30% each by RBI, SEBI, IRDAI and 10% by PFRDA and that a corpus of Rs. 1000 million to be set up to fund annual expenditure of NCFE.    Thereafter, during the 16th meeting of TGFIFL, held on March 22, 2018, the members deliberated on matters relating to the composition of the Board of Directors, the Chair of the Board and his/her term, appointment of an interim CEO, the campus of operation, release of funds for the entity, etc.   It was decided therein that the corpus of Rs.100 core would be transferred by the four regulators as per the sharing pattern to NCFE after its incorporation..
2.4. The first meeting of the Governing Board of NCFE (the proposed company under incorporation) was held at Reserve Bank of India, Central Office, Mumbai on May 25, 2018.   Initially, it was proposed to examine as to whether the Liability of a Section 8 company will be limited by shares or limited by guarantee or to be funded by way of interest-free loans. Further, if the company would be limited by shares, the Authorized Capital will be kept higher to the extent of Rs. 500 crore and corpus amount of Rs.100 crore as paid-up capital. The shares can be divided into units of Rs 10 per share. Regulators are also requested to examine the feasibility of providing such interest-free loans to NCFE.   Thereafter, NCFE required a resolution to be passed by the Authority as per the format supplied. 
2.5.  In this connection, it was gathered from RBI that they are proposing funding pattern of NCFE by share capital route and not by way of interest-free loans or limited by guarantee. IRDAI has asked RBI to explore the other options and expressed its view that it would be better to have a system of annual contributions by the various regulators after drawing up an annual budget, based on the projected plans and activities of NCFErather than creating Corpus in a low interest regime.The matter was also discussed during the subsequentFSDC-SC meetings. It was informed by RBI that the Governing Board, RBI, SEBI and PFRDA have already given their consent and based on the approval of their respective Boards, company was registered on September 05, 2018 with an authorized capital of Rs 100 crore andpaid up capital of Rs 60 crore and the CEO has since been appointed.  Now, it will be difficult to rewind this process and rework withMCA for the change of paid up capital at this stage and requested IRDAI to consider granting of Rs. 30 crore towards its share of Corpus.

3.Current status: 
3.1. The NCFE was incorporated on 5th September, 2018with an authorized capital of Rs. 100 crore divided into 10 crore equity shares of Rs. 10/- each. Both RBI and SEBI have subscribed Rs. 30 crore each and having their representatives as the first directors of the company.

3.2. It is proposed that IRDAI may also consider subscribing to share capital in the ratio of 30% of authorised capital of Rs. 100 crore as agreed in the FSDC-SC.    

4.If the above proposals are agreed upon, the Authority is requested to approve the following:
i. Sanction of a budget of Rs. 30 crore, being IRDAI’s contribution towards the establishment of NCFE (Corpus Fund /subscription to share capital, as may be called) with an authorized capital of Rs. 100 crore;

ii. to pass the following resolution for submission to NCFE:
5. “RESOLVED UNANIMOUSLY THAT the consent of the Authority be and is hereby accorded to IRDAI to be one of the promoters of Section 8 Company with the name National Centre for Financial Education (NCFE)and to subscribe to the shares of the company uptoRs 30 crore (Rupees Thirty crore only) being 30% share of the total authorised capital of Rs 100 crore to the said Company;
RESOLVED FURTHER THAT Mrs. YegnapriyaBharath, Chief General Manager, IRDAI be and are hereby authorized, to subscribe to the capitalon behalf of IRDAI from time to time in the said Company, provided that all subscriptions put together  do not exceed Rs 30 crore (Rupees Thirty crore only) being 30% share of the total capital of Rs 100 crore.
 Submitted for the approval of the Authority. 
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