NEW RETAIL INVESTMENT PRODUCTS
(JAIIB and PGDFA candidates)
Scheme for Non-competitive Bidding Facility in the Auctions of State Government Securities 
Objective 
With a view to encouraging wider participation and retail holding of Government securities, RBI allows participation of eligible individuals and institutions on “non-competitive” basis in the auctions of State Government securities. The scheme is open to any person including firms, companies, corporate bodies, institutions, provident funds, trusts, and any other entity as may be prescribed by RBI. The minimum amount for bidding will be Rs.10,000 (face value) and thereafter in multiples in Rs.10,000 as hitherto for investment in State Government securities subject to the condition that they submit only one bid not exceeding 1 % of the amount offered and make the application through a bank or a PD.  The operational instructions from RBI are as under:
1. Each bank or PD on the basis of firm orders received from their constituents will be required to submit a single consolidated non-competitive bid on behalf of all its constituents in electronic format on the Negotiated Dealing System (NDS). 
2. Allotment under the non-competitive segment to the bank or PD will be at the weighted average rate of yield/price that will emerge in the auction on the basis of the competitive bidding. 
3. The securities will be issued to the bank or PD against payment on the date of issue, irrespective of whether the bank or PD has received payment from their clients. 
4. In case the aggregate amount of bid is more than the reserved amount (i.e., 10 per cent of notified amount), pro rata allotment would be made. In case of partial allotments, it will be the responsibility of the bank or PD to appropriately allocate securities to their clients in a transparent manner. 

5. In case the aggregate amount of bids is less than the reserved amount, the shortfall will be taken to competitive portion of the notified amount. 

6. Security would be issued only in SGL form by RBI. RBI would credit either the main SGL account or the CSGL account of the bank or PD as indicated by them. The facility for affording credit to the main SGL account is for the sole purpose of servicing investors who are not their constituents. Therefore, the bank or PD would have to indicate clearly, at the time of tendering the non-competitive bids, the amounts (face value) to be credited to their SGL account and the CSGL account. Delivery in physical form from the main SGL account is permissible at the instance of the investor subsequently. 

7. It will be the responsibility of the bank or the PD to pass on the securities to their clients. Except in extraordinary circumstances, the transfer of securities to the clients shall be completed within five working days from the date of issue. 

8. The bank or PD can recover up to six paise per Rs.100 as brokerage/commission/service charges for rendering this service to their clients. However, such costs may be recovered and accounted for separately from the clients and should not be built into the price. In case the transfer of securities is effected subsequent to the issue date of the security, the consideration amount payable by the client to the bank or PD would also include accrued interest from the date of issue. 

9. Modalities for obtaining payment from clients towards cost of the securities, accrued interest wherever applicable and brokerage/commission/service charges may be worked out by the bank or PD as per agreement with the client. It may be noted that no other costs such as funding costs should be built into the price or recovered from the client. 

