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MUMBAI DISTRICT CENTRAL CO-OPERATIVE BANK LIMITED

ANNEXURE I
LIST OF INDUSTRIES

Any industry engaged in the manufacture or production of any of the articles mentioned

under each of the following headings or sub-headings, namely:-

1.
A)

B)

METALLURGICAL INDUSTRIES:
Ferrous:

(1) [ron and Steel (Metal):

(2) Ferro-alloys;

3) fron and steel castings and forgings;
(4) Iron and steel structural,

(5) Iron and steel pipes;

6) Special steels;

(7) ~ Other products of iron and steel.

Non ferrous:

(1) Precious metals, including gold and silver, and their alloys;
(1A) Other non-ferrous metals and their alloys;

(2) Semi-manufactures and manufactures.

FUELS:

(D) Coal, lignite, coke and their derivatives.

2) Mineral oil (crude oil), motor and aviation spirit, diesel oil, kerosene oil, fuel
oil, diverse hydrocarbon oils and their blends including synthetic fuels,
lubricating oils and the like.

3) Fuel gases (coal gas, natural gas and the like)

BOILERS AND STEAM GENERATING PLANTS:
Boilers and steam generating plants.

PRIME MOVERS (OTHER THAN ELECTRICAL GENERATORNS):
)] Steam engines and turbines;
2) Internal combustion engines.

ELECTRICAL EQUIPMENT:

(N Equipment for generation, transmission and distribution of electricity including
transformers;

2) Electrical motors;

3) Electrical fans;

) Electrical lamps;

(5) Electrical furnaces;

(6) Electrical cables and wires.

@) X-ray equipment;

(8) Electronic Equipment

(9)  Household appliances such as electric irons, heaters and the like;

(10)  Storage batteries;

(11)  Dry cells.
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TELECOMMUNICATIONS:

(1)  Telephones;

2) Telegraph equipment;

(3) Wireless communication apparatus;

(4) Radio receivers, including amplifying and public address equipment;

(5) Television sets;

(6) Teleprinters.

TRANSPORTATION:

(1) Aircraft;

(2) Ships and other vessels drawn by power;

3) Railway locomotives;

4) Railway rolling stock;

(5) Automobiles (motor cars, buses, trucks, motor cycles, scooters and the like);

(6) Bicycles;

(7 Other such as fork, lift, trucks and the like.

INDUSTRIAL MACHINERY:

Major Items of specialized equipment used in specific industries:

(1)  Textile machinery (such as spinning frames, carding machines, powerlooms and
the like) including textile accessories;

(2)  Jute machinery;

3) Rayon machinery;

4 Sugar machinery;

(5) Tea machinery;

(6) Mining machinery;

(N Metallurgical machinery;

(8) Cement machinery;

9 Chemical machinery;

(10)  Pharmaceuticals machinery;

(11)  Paper machinery.

General items of machinery used in several industries, such as the equipment required
Jor various “‘unit processes”:

(D
2)

€))
4
(3)
(6)
(7)
(8)
)
(10)
(11)
(12)
(13)
(14)

(1)
)]

Size reduction equipment-crushers, ball mills and the like;

Conveying equipment — bucket elevators, skip hoists, cranes, derricks and the
like;

Size separation units — screens, classifiers and the like;

Mixers and reactors — kneading mills, turbo mixers and the like;
Filteration equipment — filter presses, rotary filters and the like;
Centrifugal machines;

Evaporators;

Distillation equipment;

Crystallisers;

Driers;

Power driven pumps-reciprocating centrifugal and the like;

Air and gas compressors and vacuum pipes (excluding electrical furnaces);
Refrigeration plants for industrial use;

Fire fighting equipment and appliances including fire engines.

C. Other items of Industrial Machinery:
Ball, roller and tapered bearings;
Speed reduction units;




10.

11.

33
(3) Grinding wheels and abrasives.

MACHINE TOOLS:
Machine tools.

AGRICULTURAL MACHINERY:
(H Tractors, harvesters and the like;
(2) Agricultural implements.

EARTH-MOVING MACHINERY:
Bulldozers, dumpers, scrapers, loaders, shovels, drag lines, bucket wheel excavators,

road rollers and the like.

12.

13.

14.

15.

16.

17.

18.

19.

MISCELLANEOUS MECHANICAL AND ENGINEERING INDUSTRIES:
() Plastic moulded goods:

(2) Hand tools, small tools and the like;

(3)  Razor blades;

€) '[Pressure Cookers;

(5 Cutlery;

(6) Steel furniture]

COMMERCIAL, OFFICE AND HOUSEHOLD EQUIPMENT:
(D Typewriters;

2) Calculating machines;

(3) Air-conditioners and refrigerators;

4) Vacuum cleaners;

&) Sewing and knitting machines;

(6) Hurricane lanterns.

MEDICAL AND SURGICAL APPLIANCE:
Surgical instruments — sterilizers, incubators and the like.

INDUSTRIAL INSTRUMENTS:

(N Water meters, steam meters, electricity meters and the like;

)] Indicating, recording and regulating devices for pressure, temperature, rate of
flow, weights, levels and the like.

3 Weighing machines.

SCIENTIFIC INSTRUMENTS:

Scientific instruments.

MATHEMATICAL, SURVEYING AND DRAWING INSTRUMENTS:
Mathematical, surveying and drawing instruments.

FERTILISERS:

(H Inorganic fertilisers;

(2) Organic fertilisers;

(3) Mixed fertilizers.

CHEMICALS (OTHER THAN FERTILISERS):

() Inorganic heavy chemicals;

2) Organic heavy chemicals;

3) Fine chemicals including photographic chemicals;
4) Synthetic resins and plastics;

) Paints, varnishes and enamels;

(6) Synthetic rubbers;

) Man-made fibres including regenerated cellulose-rayon, nylon and the like;



20.

21.

22,

23.

24,

25.

26.

27.

28.

(8)

©

(10)
(1
(12)
(13)
(14)

3¥
Coke oven by-products;
Coal tar distillation products like naphthalene, anthracene and the like;
Explosives including gun powder and safety fuses;
Insecticides, fungicides, weedicides and the like;
Textile auxiliaries;
Sizing materials including starch;
Miscellaneous chemicals.

PHOTOGRAPHIC RAW FILM AND PAPER:

(1)
(2)
€)

Cinema film;
Photographic amateur film;
Photographic printing paper.

DYE-STUFFS:
Dye-stutts.

DRUGS AND PHARMACEUTICALS:
Drugs and Pharmaceuticals.
TEXTILES (INCLUDING THOSE DYED, PRINTED OR OTHERWISE

PROCESSED):

(1) Made wholly or in part of cotton, including cotton yarn, hosiery and rope;

(2) Made wholly or in part of jute, including jute, twine and rope;

(3) Made wholly or in part of wool, including wool tops, woollen yarn, hosiery,
carpets and druggets;

4) Made wholly or in part of silk, including silk yarn and hosiery;

(5) Made wholly or in part of synthetic, artificial (man-made) fibres, including yarn

and hosiery of such fibres.

PAPER AND PULP INCLUDING PAPER PRODUCTS:

(1)

Paper — writing, printing and wrapping;

(2) Newsprint;

(3) Paper board and straw board;

(4)  Paper for packaging (corrugated paper, Kraft paper, paper bags, paper
containers and the like);

&) Pulp-Wood pulp, mechanical, chemical, including dissolving pulp.

SUGAR:

Sugar.

FERMENTATION INDUSTRIES:

(1)  Alcohol;

2) Other products of fermentation industries.

FOOD PROCESSING INDUSTRIES:

(D
)
()
(4)
&)

Canned fruits and fruit products;
Milk foods;

Malted foods;

Flour;

Other processed foods.

VEGETABLE OILS AND VANASPATHI:

(D

Vegetable oils, including solvent extracted oils;



29.

30.

31.

32.

33.

34.

3s.

36.

37.

3y
(2) Vanaspathi.

SOAPS, COSMETICS AND TOILET PREPARATIONS:
(D Soaps;

2) Glycerine;

3) Cosmetics;

(4) Perfumery;

(5) Toilet preparations.

RUBBER GOODS:

(N Tyres and tubes;

2) Surgical and medicinal products including prophylactics;
3) Footwear;

(4) Other rubber goods.

LEATHER, LEATHER GOODS AND PICKERS:
Leather, Leather Goods and Pickers.

GLUE AND GELATIN:

Glue and gelatine.

GLASS:

(N Hollow ware;

2) Sheet and plate glass;
(3) Optical glass;

4) Glass wool;

5 Laboratory warg;

6) Miscellaneous ware;

CERAMICS:

)] Fire bricks;

(2) Refractories;

3) Furnace lining bricks — acidic, basic and neutral;
) China ware and pottery;

5 Sanitary ware;

(6) Insulators;

(7 Tiles;

(8)  '[Graphite Crucibles]

CEMENT AND GYPSUM PRODUCTS:

(D) Portland cement;

(2)  Asbestos cement;

3 Insulating boards;

4) Gypsum boards, wall boards and the like.

TIMBER PRODUCTS:

) Plywood;

2) Hardboard, including fibre-board, chip-board and the like;
3) Matches;

(4) Miscellaneous (furniture components, bobbins, shuttles and the like).

DEFENCE INDUSTRIES:
Arms and ammunition
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38. MISCELLANEOUS INDUSTRIES:
“[(1)] Cigarettes:
[(2) Linoleum, whether felt based or jute based;]
13) Zip fasteners (Metallic and Non-metallic);
(4) Oil Stoves;

(5) Printing, including litho printing industry.]

Explanation I: The articles specified under each of the heading Nos.3, 4, 5, 6, 7, 8, 10, 11 and
13 shall include their component parts and accessories.

Explanation 2:  The articles specified under each of the heading Nos.18, 19, 21 and 22 shall
include the intermediates required for their manufacture.]
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MUMBAI DISTRICT CENTRAL CO-OPERATIVE BANK LIMITED

CREDIT POLICY FOR CORPORATE ADVANCES

Industrial Advances:

While considering proposals proper care should be taken to identify the
sunrise industries and sunset industries so as to ensure proper
deployment of the Bankss funds in the right industry. It has been
proposed that a detailed industry wise classification taking into

consideration the sub-classification within that particular industry
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segment be worked out so that proper decision making is possible as to

the exposure to be taken in a particular industry. The same would be
reviewed at least twice in a year i.e. once immediately after the RBI
comes out with its monetary & credit policy and once after the mid-term
review. The Bank shall be at liberty to take up credit proposals
emanating from the information Technology and Software industry for
financial assistance, LCBD limits, financing of MSME Units, short term
corporate working capital limits, including either under multiple or
consortium arrangements, strictly in accordance with the guidelines
issued by the Reserve Bank of India and / NABARD for the purpose.
Since this would be a path not treaded upon hitherto, the Bank may
have to exercise due care and caution while taking large exposures.

The Bank can lend to Corporates, (Companies Registered under
Companies Act, Registered Partnership Firms & LLPs, Registered Trusts)
SMEs, MSME, Trading Units and good educational institution, etc. which
have

(a) Registered Office or Administrative Office in Greater Mumbai.

(b) Business Establishment / Shop in Greater Mumbai.

(c) OR in consortium with other Banks.
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9.  Approach towards working capital finance to Industry.

Limit (including S8l Units Non SSI Units Trading
Consortium ventures
advances) ) |

Upto T.90 Turnover Turnover Turnover

Crores method. method. method.
Bank finance Bank finance s | The limit would
0% of 0% of be fixed in the
projected projected range of 0% to
turnover with turnover with 4% of the sales
promoterss promoterss projected. In

contribution of contribution of exceptional

4% 4% cases where the
borrower has
been making
profit for last 3
years, the limit
could be fixed at
0% of the sales

projections.

Above .90 9° Method of lending as per Tandon Committee
norms method would be applicable to industries
crores

other than construction, seasonal industries, tea
growing, sugar manufacturing and software

development activities.

» Cash Budget method would be applicable to industrics such as construction,
seasonal industries, tea growing, sugar manufacturing and software development

activities.
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» Bank will have the option to compute LC limit based on the borrowers level of

raw material procurement programme, consumption cycle etc., not linking to the
projected turnover.

» In case of Consortium accounts / multiple banking, the working of the Lead
Bank of the consortium or banks with highest share in Multiple Banking will be
considered.

» Turnover Method will be made applicable for computation of permissible limit
in respect of Bill Discounting and Bill Discounting under LC limit, irrespective
of the limit involved, PBF is computed on 20% of projected turnover of trading

& manufacturing concemns.

Method of Working Capital Lending (and Inter-changeability between

Fund / Non- Fund Based Limit)

Turmnover method will continue to be in force for limits upto <.90 crores
and 9* Method of Lending as per Tandon Committee Norms will be
applied for limits exceeding .90 Crores as explained in the present

credit policy. 3" method of lending will be followed in general with a

clear justification for following the same being mentioned in the proposal.

The method of lending to be followed in consortium advances will be in

accordance with the lead bankses appraisal.

As regards inter-changeability between different types of fund based and

non-fund based facilities, following approach may be adopted.
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Q. While L/C for purchase / import of capital goods may be
sanctioned as a sub-limit under term loan, such LC facility should
not be granted by earmarking working capital facilites.

2. While permitting inter-changeability from non-fund based to fund
based facility, it should be ensured that it. does not result in
unjustified financing and overall limit shall not exceed the assessed
MPBF.

3. Inter 3 changeability from CC and LC shall continue to be in force.

Processing Charges

As per Annexure.

Turnover method

The working capital Gap will be assessed at 4% of the projected
turnover to be shared between the borrower and the bank, viz. borrower
contributing 4% of the turnover as net working capital (NWC) and bank

providing finance of 30% of the turnover.

Such projected turnover should be reasonable as per the assessment of
the Bank on the basis of the annual statements of accounts or any
other documents such as returns filed with sales-tax/ revenue
authorities. The projections should be in conformity with the sales

achieved by the company during the past years as also the trend during



8¢
the current year. In some cases, the Company may project huge

increase in sales because of various reasons like new project being
commissioned, new orders in hand, etc. In such cases, branches /
processing officials should satisfy themselves about the estimated
growth being realistic before recommending the proposal. In cases,
where output exceeds the projections or where the initial assessment of
working capital is found inadequate, suitable enhancement in the
working capital limits should be considered by the sanctioning authority

as and when deemed necessary.

Turnover Method 5 Manufacturing Amount

A | Projected Turnover

Working Capital Requirement s 4% of

Turnover

Borrowers Contribution s 4% of Turnover

D | Bank Finance (MPBF) (B-C) or 20% of

Turnover

Turnover Method 5 Trading Amount

Projected Turnover

B | Bank Finance (MPBF) 94% to 0% of Turnover

Assessment of MPBF for Discounting of Bills

Bill Discounting Facility forms part of the working capital and its
assessment is done based on the projected turnover of the constituent.

For both trading & manufacturing concern, PBF is computed based on
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R0% of the projected turnover. While computing the eligible limit, existing

working capital limits are taken into consideration and overall limits
including the proposed new limits shall be ensured to be within the PBF.

9* Method of Tandon Committee

Bank finance = Maximum of wy% of the Working capital gap, i.e. total
projected current assets less projected current liabilities other than bank
borrowings (cafled maximum Permissible Bank Finance or MPBF) and
finance a maximum of vy per cent of the gap; the balance to come out

of long-term funds, i.e., owned funds and term borrowing.

First Method of Lending Amount

Current Assets

Less: Current liabilities other than bank
borrowings

C | Working capital gap (WCG) (A-B)
D [Less : 4% of WCG

E | Projected net working capital

F [CsD

G |CsE

H

Max. Permissible bank CC finance (item-F or
G, whichever is lower)

Cash Budget method

Working capital limits are quantified from the projected cash flows and
not projected values of assets and liabilities. Working capital limits are
generally not computed on rigid norms of levels of inventory and

receivables but on the basis of wash gaps. Such cash gaps are
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determined on monthly/ quarterly projections of cash receipts /

payments.

A cash budget is a statement of cash receipts and cash payments. It is
distinct from cash flow statement, in as such as the latter deals both
cash and non-cash funds while the cash budget deals with cash
transactions only. Cash budget is a substitute for the operating cycle
method for assessment of working capital requirements. As cash budget
is usually prepared for short periods i.e. a week, fortnightly/ month/ or

quarter.

Cash budget has got following steps in sequence when preparing for a
quarter:

a) Actual receipts and payments during the 9* month, ™ and

3" months.

b) The position of cash surplus / deficit is then computed at
monthly intervals. A surplus is generated if receipt exceeds
payment and a cash deficit occurs if payment is more than
receipt during the month.

C) the opening cash balance for the 9°" month is adjusted with
the cash surplus/ deficit s generated during the month. The

adjusted figure is the closing balance at the end of 3* month
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this becomes the opening balance for the next month, viz.,

2" month

d) 'A cash surplus generated during a month results in a higher
closing cash balance vis-vis the opening balance of the
month. Conversely, a cash deficit during the month would
cause a lower level of closing cash balance compared to the
opening balance.

e) If the enterprise has a net position of borrowed funds (i.e.
the company maintains a cash credit/ overdraft account). A
cash surplus generated during a month brings down the level

of the borrowed funds at the end of the month.

A cash budget is, therefore a projection into future as against a cash

flow statement that is usually historical in nature. Cash budgets are

essential in situations for

» Opening L/C

» Ad hoc working capital

» Bill financing

» Financing construction activities
» Financing seasonal industries

» Tea growing

» Sugar manufacturing

» Software development activities, etc.
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Loan System for Delivery of Bank Credit
In order to bring about an element of discipline in the utilization of bank
credit by large borrowers, instills efficiency in funds management, loan

system for delivery of bank credit was introduced for borrowers enjoying
working capital credit limits of .90 crores and above from the banking

system and the minimum level of loan component for such borrowers

was fixed at ¢o per cent.

These guidelines have been revised by RBI, in the light of current
environment of short-term investment opportunities available to both the
corporate and the banks. In case of borrowers with MPBF of .90 crores

and above where it has participated under consortium / syndication, it

should ensure strict compliance with the under-noted guidelines.

Loan Component and Cash Credit Component
i Banks may change the composition of working capital by
increasing the cash credit component beyond 3o per cent or
to increase the loan component beyond ¢o per cent, as the
case may be, if they so desire.
i, Banks are expected to appropriately price each of two

components of working capital finance, taking into account
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the impact of such decisions on their cash and liquidity

management.

iii. If a borrower so desires, higher loan component can be
granted by the bank; this would entail corresponding pro-rata
reduction in the cash credit component of the limit.

iv. In the case of borrowers with working capital (fund based)
credit limit of less than .90 crores, banks may persuade
them to go in for the Loan System by offering an incentive in
the form of lower rate of interest on the doan components
as compared to the tcash credit components The actual
percentage of doan componentg in these cases may be
settled by the bank with its borrower clients.

V. In respect of certain business activities which are cyclical and
seasonal in nature or have inherent volatility, the strict
application of loan system may create difficulties for the
borrowers. Banks may, with the approval of their respective
Boards, identify such business activities which may be

exempt from the loan system of credit delivery.

In case of advances under Consortium arrangement, the decision in
regard to the Loan component and the Cash Credit Component would

be taken in consultation with the leader of the consortium arrangement.
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Rate of Interest
The rate of interest to be charged on the "doan components and tcash
credit components shall depend upon the rating arrived at taking into

account the latest audited financial statement.

Period of Loan

The minimum period of the loan for working capital purposes may be
fixed by banks in consultation with borrowers. Banks may decide to split
the loan component according to the need of the borrower with different

maturity bases for each segment and allow roll over.

Security

In regard to security, sharing of charge, documentation, etc., banks may
themselves decide on the requirements, if necessary, in consultation with

the other participant banks.

Bills Limit
Bills limit for inland sales may be fuly carved out of the toan
components. Bills limit also includes limits for purchase of third party

(outstation) cheques/ bank drafts. Banks must satisfy themselves that

the bills limit is not mis-utilized.



4y
Renewal / Roll-over of Loan Component

The loan component may be renewed / rolled over at the request of the
borrower.

2. Margin

The margin requirements on stocks & book debts would be as under:**

Type of Security Margin
Stock Y% - 30%
Book Debts upto Qo days Y% - wo%
Bills Discounting o5 30%
CSBP o 5 9%

** In exceptional cases margin requirements may be relaxed depending
on the nature of the industry and merit of the case, subject to approval

by sanctioning authority.

In exceptional cases, bank may finance against book debts above <o
days upto 920 days relating to recei\;abfes of Government / Semi-
Government bodies / Large corporate and others at margin ranging
@30% - 4o% and the facility to be linked to tangible collateral securities
available to the bank subject to sanction by sanctioning authorities at
the Corporate Office. The tangible security should be at least equivalent
to the amount of finance against book debts above Qo days so as to

ensure that bank does not exceed / violate RBI directives on unsecured

advances.
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Purchase bills discounting limits will not be considered on merits of each
case< by the Bank. In case of consortium advances, where our Bank is
not the Lead Bank, it may go along with the lead Bank and as agreed

to by other Banks, but such reduction of margin should have the

approval by the sanctioning authority.

Margin requirements on Industrial Term loans and loans and advances

other than Industrial term loans.

Type of Security

Margin

Land and building

90% - 4%

Plant & Machinery (Including electrical
installation) Imported New or Local New

90% - 4%

| Second Hand Machinery s Higher Margin

(Valuation/ Residual Life etc.)

Local New

4% - ¥0%

 90% - y%

Local Second hand

% - 0%

Furniture and Fixtures

L

y% - ¥o%

Ratio Prescriptions (Ideal & expected)

9.  Debt Equity Ratio :

For this Ratio, debt means long term debt of the borrower firm including

Unsecured Loans & outstanding Term Loans.

Particulars in Industry | Norms

Quter Limit

9. MSMEs Units ¥ .9

¥4 : 9




2. Service Industry 3:9 3.4 :9

3. Trading Units ~ [3: q 3.4 19

The unsecured loans from partners / directors/ close relatives can be
considered as quasi capital while calculating Equity. However, the
maximum quasi capital in this form shall not exceed yo% of the own
capital. Own capital means paid up capital, accumulated profits and
reserves (exciuding revaluation reserve). Any deviation from the above
limits would require specific reasoning.

2. Current Ratio:

The minimum expected Current Ratio is 9.4 : 9. Depending upon the
type of activity / product, Life-cycle of production process, performance,

other Parameters, deviation may be allowed to 9.99 to 9.20.

3. Debt Service Coverage Ratio

While calculating the cash accruals, the income generated from the
business activity, shall be considered. Introduction of additional Capital
or unsecured loans shall not be considered. Normally, the average
DSCR shall be minimum a.4o, however, in deserving cases, deviation to

9.4 may be considered based on the merits of the case.
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g. Interest service coverage ratio

A ratio used to determine how easily a company can pay interest on
outstanding debt. The interest coverage ratio is calculated by dividing a
companygs earnings before interest and taxes (EBIT) of one period by

the companyss interest expenses of the same period:

I

m
S8
3

Interest Coverage Ratio
Interest Expenses
4.  Subordination of loans and quasi s equity

In case of Sales Tax Deferral, amount payable after five years only shall

be considered as subordinated debt.

Policy in respect of deviations of the norms:

Considering the track record of the borrowers, the security available /
offered, the experience & qualifications of the promoters etc. the
respective sanctioning authority may consider deviations / relaxations in
the stipulated norms. Comments in this respect shall be made in the

Appraisal Note.

Gradation of accounts
Rating Matrix / Module will have to be internally devised based on usual

parameters Mgt. Industry type, Product type, Production Cycle, Balance
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Sheet, Profit & Loss Ratios, Collaterals, Operations on account &

discipline etc. in due course.

3.  Collateral Security

The aspect of collateral security is a subjective one and would be
governed by the strengths and weaknesses of every credit proposal and
hence there cannot be any standard thumb rule for the nature, extent
and quantum of collateral security that one should insist in any credit
proposal. Nevertheless, certain guidelines are required to be laid down

and followed for operational convenience which are suggested as under:

Policy for Collateral Security Coverage
Collateral security coverage shall be 34% of the working capital limit i.e.
Working Capital and non-funded limits sanctioned for all types of

industrial activity. For computation of limits sanctioned the margin on the

non-funded limits shall be excluded.

In case of Trading entities, collateral cover shall be not less than go% of

total funded and non-funded limits.

The Bank shall nevertheless have the discretion of recommending /
considering any relaxation in the extent of collateral security in the event

that the Debtors / Receivables of the borrowal units are insured and also
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depending upon the merits of each case, satisfactory operating track

record of the clients, value of the clients and business / deposit potential

to be decided and approved by the sanctioning authority.

Valuation of collateral security and insurance coverage for houses
mortgaged to the Bank against housing loans

Adequate insurance covering vital risks, will be ensured for main as well
as collateral securities. Valuation of the collateral security will be done by
Bankss approved valuer as per policy / practice of the Bank. Valuation
of main security also will be done by Bankss approved valuer as per

policy / practice of the Bank.

In respect of houses in Cooperative Housing Societies, the house offered
as security need not be insured since the society insures the buildings.
However in case of bungalows, cottages, etc. the security should be
insured.

Valuation by approved valuer on Panel.

Advances proposals

The Bank would continue to select proposals based on the credentials
and past record of the promoters and the performance of the borrower

company and their associate concerns.
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3. Unit Inspection Policy of the Bank

a) Standard Assets

Nature of Eligible Inspectiohmto Frequency | Report to be
Alc Amount be submitted to
Conducted
by
Cash Credit | Units with | Minimum Audit &
/ BD*/ exposure Annually at Inspection
CSBP below .90 the time of Dept. and a
lacs ‘ renewal copy to be
endorsed to
CCC
-do- Exposure of Minimum -do-
above ¥.90 Once in a
lacs upto year
T2y lacs Twice in a
year
including
once at the
time of
renewal
do- | Exposure of Minimum | -do-
above T .34 Twice in a
lacs year
At the time
of renewal
Cash Credit | Exposure of | Minimum ~do-
/ BD **/ above ¥ .90 Twice in a
CSBP & OD crores & year
against above At the time
property of renewal
Once in a
year
Cash Credit | Exposure of Minimum -do-
/ BD ** / above .34 Twice in a
CSBP & OD | crores & year
against above At the time
property of renewal
Once in a
year
Stand alone | Exposure Minimum -do-
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Term Loan/ | ypto ¥ .34 Once in year
Business lacs
Finance
-do- Above ¥.3y Minimum -do-
lacs Once in a
year
Overdraft Units with Minimum Audit &
Against exposure Once in a Inspection
Property above <.90 year at the Dept. and a
lacs time of copy to be
renewal endorsed to
Books of CCC
account to
be verify

** Bills Discounting limits 5 In case of drawee rated by CRISIL & other
agency or listed company, where quarterly results available and as long
as bills are paid in time, Inspection will be done minimum once in a
year. And In case of overdue bills, inspection to be done as per above

table.

y. CIBIL

CIBIL report can be accessed by all member entities, which include
commercial banks, NBFC, Credit Card Companies. An individual can
also access his credit report. Paying all loans on time is the only
prescription to keep the CIBIL report clean.

Status Report

Status report will be called from existing banker & customer as & when

required.
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§. BANK LOAN PRODUCTS

&9 Approach towards working capital finance to trading ventures.

For computation of working capital limits to trading ventures, the
limit could be fixed at 20% of the sales projections only in case the
borrower company is profit making for last 3 previous years. In all
other cases the limit could be fixed in the range of ay% to 0% of

the sales projected.

£.?  Approach towards other conventional mode of finance.

Bill Discounting Operations and working capital against bookdebts

Strict control of CSBP limit and its settlement is to be ensured. No fresh
bills shall be discounted when the existing portfolio is in overdue. Credit
accounts where the Iimit against stocks and bookdebts are granted of
Rs.300 lacs and above, certification of bookdebts by CA to be obtained

on quarterly basis.

§.3 Warehouse Receipts (WHR) s PLEDGE LOAN / CROP LOAN

Warehouse Receipts are documents issued by warehouses to depositors

against the commodities deposited in the warehouses, for which the

warehouse is the bailee. Warehouse Receipts may be either non-

negotiable or negotiable. These documents are transferred by

endorsement and delivery. Either the original depositor or the holder in
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due course (transferee) can claim the commodities from the warehouse.

Warehouse Receipts in physical form suffer all the disadvantages of the

paper form of title documents.

Warehouse Receipts, negotiable instruments backed by the underlying
commodities, are an integral part of the marketing and financial systems
of most industrial countries. The overall efficiency of these markets,
particularly in the agribusiness sector, is greatly enhanced when
producers and commercial entitles can convert inventories of agricultural
raw materials or intermediary or finished products into a readily tradable
device. Since warehouse receipts are negotiable instruments, they can
be traded, sold, swapped, used as collateral to support borrowing, or

accepted for delivery against a derivative instrument such as futures

contract.

Warehouse Receipts (WHR) 5 Pledge Loan/ CROP Loan

9 Who can Individuals, Partnerships, Limited Companies

Borrow

? | Type of Loan | Cash Credit

3 Purpose Working Capital
3 Limit As per Norms
y Security 9. Endorsement of WHR in favour of Bank

2. Pledge of stock & WHR with the Bank.

3. Noting lien of the bank on register maintained

by the Godown, wherever applicable.
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¢ | Collateral As per approval
© | Guarantor | Personal Guarantee of Directors/ Partners
4 Margin 4% to ¥%
Q Repayment On demand, renewable at annual interval
90 | Moratorium NA S
99 | Rat of Interest | As applicable from time to time
& Processing
Fees
92 | Legal & On Actual Basis
Documentation
Charges
93 | Prerequisites/ | % | Details of godown with full address and

Documents

location.
» Details of nature / name / type of goods.
» Original Warehouse Receipt.
» Insurance policy / Certificate.

» Audited Financial Statements for the last two
years of the firm/companies

» Income Tax Returns for the last two vyears

along with computation of income  of

Individuals/ Partners/ Directors.

» Copies of the relevant documents of the
property to be purchased / constructed.

» Statement of operative Bank account for the
last one year.

» Compliance of KYC norms.
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Due Date

9% “S"anctioning
Authority

qy | Valuation The pledged stocks will be valued based on
average price of stock pledged realized in the
preceding 3 months (moving average). In support
of this the copy of sales invoices are required to
be submitted or the current market price or cost
price, whichever is lower. The price for this
purpose should be exclusive of excise duty.

9t | Inspection Yes 3 pre sanction branch visit of the property to
be mortgage & existing business, factory
premises.

99 |CIBIL check | To be done - by Authorised Officer

9¢ | Share Linkage | Nominal Membership

R | Review Yearly

20 | Documentation | As advised by legal department.

29 [CID Inspection | Above Rs.yo.00 lacs for new proposal

R | Technical | Above yo lacs & only for manufacturing company

Inspection for new proposals.

3 | Insurance The Stock pledged to bank should be
comprehensively insured with bank clause.

w | Repayment / | Repayment Mechanism

9. Whenever the borrower wants to release the
stocks, they would submit the request in writing
intimating the quantity of goods and deposit an
equivalent amount of funds after deducting

margin to bring down the limit.

2. After calculating the drawing power against the
_
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existing stock, the Branch Manger shall issue
the release letter bearing release order number
for the balance stock equivalent to the drawing

power available in the account.

. On written instruction from the Bank duly

signed by authorized official the collateral

manger will release the stock.

. The borrower takes delivery of stocks from the

godown. However, repayment is subject to a

minimum {ot size of Rs.yo lakh.

. Such repayments would be subject to due date

which would be 99 months from the date of 9™

disbursement.

Y

Other

Conditions

. Bank will appoint a Collateral Manager (CM).

Private third party/ company owned
warehouses, certified by CM and acceptable to
the bank shall be utilized exclusively for
financed goods. Such private/company owned
warehouses shall be under the operational
control of the CM. In case of Central
Warehousing Corporation / State Warehousing
Corporation [(CWC/SEC)] warehouses, quality
certification will be obtained. All charges in this

connection to be borne by the company.

. Submission of Quality certification by the CM

both sight/visual and lab.

. Confirmation will be obtained from the CM that

underlying goods are received and stored in the
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godown, that WHR should be free from any

prior encumbrances, lien etc and that the other
Bankss interest is not noted in the books of
warehouse.

¥. Disbursement of the facility will be in one or
more tranches and only on depositing the
stocks at designated storage place and
creation of pledge in favour of the Bank.

y. If the borrower enjoys working capital facility
with other bank, the disbursement to be made
directly to that bank only for credit into Cash
Credit account.

. 1he Bank will appoint the competent Collateral
Manager. The Borrower has to enter into Tri-

partite agreement with CM and Bank.

% | Guidelines for | 9. The Branch has to maintain register noting the
Branch details of addition of stock as per WHR and at
the time of release the details along with
release order number to be entered.

| 2. The release order to be issued with the

authorized signatories of the branch whose

signatures are registered with CM.

Roles and Responsibilities of Collateral Manager (CM)
9. Allocation of demarcated area within the identified warehouse for

the scheme.
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. Supervise the conduct of sampling for quality check and

weighment of the produce.

. Taking possession of the waybill and other associated documents
that accompany the produce to be pledged and filing and keeping
it safe in order of arrival till such time the release letter from the
Bank has reached.

. Marking the Bankss lien in the register maintained by the
warehouse, if available.

. Endorsing of the gross and net weights of the produce by affixing
a stamp on the end.

. Consolidation of the warehouse receipts and entering the data
pbase on the borrower code after verification with the master list of
the borrowers provided to them. The daily data would include the
code nos. of the borrowers, the application form no. which he has
signed, net quantity supplied by him to the ware house and the
warehouse receipts no.

. Sending the information to specified authorities in the Bank as per
schedule decided from to time.

. Consolidation of the original warehouse receipts serially and

depositing it with the Bank.
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. Right tagging, stacking and segregation of the produce in the

identified space.

j0.Security  (including insurance) of stocks in the storage area
demarcated for the scheme.

99.0verseeing the movement of goods in and out of the demarcated
area.

92.Regular quality and quantity checks of the produce and sending
the report on monthly basis to the Bank. In case of any
discrepancy in the stock report and quantity of the produce, the
Bank has to be informed.

93.Regular check of the warehouse receipt maintenance, maintenance
of warehouse ledger and sending monthly performance reports.

9¥.Maintaining stock ledger on daily basis.

qy.To notify the Bank in case any supplemental stock is delivered in
case of margin call.

9¢.Release of the goods on receipt of the release instruction letter

from the branch

q0.Ensuring the right quantity of goods has moved out of the storage.

&8  Overdraft against Inmovable property

This_scheme is targeted mainly to small business enterprises,

traders, professionals and other business communities.
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Detailed end use of finance shall have to be captured / brought

out in the appraisal note submitted to the sanctioning authority

and thereafter shall be tracked / monitored by the disbursing

authority in line with the terms of sanction.

Norms for qualification :

» Applicant customer should be profit making concern for the past at least 2

years out of last 3 years and/ or needs to have income tax returns filed for

a minimum period of three years.

» Property shall be by way of residential property or gala / office. No.

moveable property shall be accepted as security.

» Valuation of property offercd as sccurity shall be done by the Bank’s

approved valuer.

» Maximum limit of advance possible shall be as follows :-

OVERDRAFT AGAINST IMMOVEABLE PROPERTY

Who can Borrow

Registered Partnership Firms, Private & Public Limited

Companies / LLP.
2 | Type of Loan Overdraft
3 | Purpose Business
4 | Limit Rs.500.00 Lacs subject to adequate repaying capacity &
Achieved Turnover.
5 | Security Mortgage of Residential property / Gala / commercial
premises.
6 | Collateral Nil
7 | Guarantor Nil
8 | Margin 40% of the valuation by Bank’s approved valuer.
9 | Repayment Yearly Interest to be serviced as and when applied.
10 | Moratorium Nil
Il | Rate of Interest & | As applicable from time to time
Processing Fees
12 | Legal & Documentation | On Actual Basis
Charges
13 | Prerequisties /| » Income Tax Returns for the last three years along
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Documents ~ with computation of income of  Partners /
Directors.
» Audited Financial Statements for the last two years
of the firm/ companies.
» Statement of operative Bank account for the last
one year.
» Compliance of KYC norms
14 | Valuation To be done from Bank’s approved valuer
15 | Inspection Yes — pre sanction branch visit of the propeity to be
mortgaged.
16 | CIBIL check To be done.
17 | Share Linkage Nominal Membership
18 | Review Yearly
19 | Technical Inspection /| Above Rs.50.00 lacs (for Technical — if required)
Credit Information
Department

€.y Bank Guarantee & L/C

Non Fund Based Credit Facilities

Inland / Import Letters of

Credit, Bank Guarantee in various forms are generally the non-fund
based credit limits sanctioned by the Bank. While these credit
facilities are a major source fo the Bank to earn non-fund based
income and the emphasize should be to earn the same to the
extent of at least the Bankss non-fund based expenditure, care
should be exercised to ensure that they do not turn out to be fund
based non-interest earning liabilities.

The Bank would follow the guidelines detailed in the Master
Circular on Guarantees, Co-Acceptances & Letters of Credit issued

by the Reserve Bank of India, FIDD Department from time to time.
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Issue of Guarantees

Broad Guidselines

In view of the risks involved in the business of issuance of
guarantees, the Mumbai District Central Co-operative Bank Ltd.
should extend guarantees within restricted limits so that their
financial position is not impaired. The banks should follow certain
broad guidelines in respect of their guarantee business as
indicated in the following paragraphs.

Purpose

As a general rule, banks may provide only financial guarantees and
not performance guarantees.

Maturity
It would be desirable to confine guarantees to relatively short-term
maturities. Guarantees should not be issued for periods exceeding
ten years in any case.

Volume
The total volume of guarantee obligation outstanding at any time
may not exceed o per cent of the total owned resources of the

bank comprising paid up capital, reserves and deposits.
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Secured Guarantees

Banks should only issue secured guarantees. A secured guarantee
means a guaranteed made on the security of assets (including
cash margin), the market value of which will not at any time be
less than the amount of the contingent liability on the guarantee,
or a guarantee fully covered by counter guarantee/s of the Central
Government, State Governments, Public sector financial institutions
and/ or insurance companies. Bankss should generally provide
deferred payment guarantees backed by adequate tangible
securities or by counter guarantees of the Central or the State
Government or public sector financial institutions or of insurance
companies and other banks.
Issue of unsecured / partially secured Bank Guarantee
Bank as a policy does not issue unsecured bank guarantees. All bank
guarantees issued by the bank on behalf of the constituent shall have to
be backed by cash margin ranging from 4% to 4% and shall also
backed by security by way of extension of EM charge on the assets of
the client. In case of issuance of Bank Guarantees, following precautions
are taken :
9. Account is satisfactory conducted one with good track record

- No instances of devolvement of BG in the past
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3. Financial parameters such as current ratio, debt equity,

TOL/TNW are at comfortable levels and within acceptable

parameters.

Deferred Guarantees

a)

Banks, which intend issuing deferred payment guarantees in
respect of their borrowers for acquisition of capital assets should
ensure that the total credit facilities including the proposed
deferred payment guarantees donot exceed the prescribed
exposure ceilings

The proposals for deferred payment guarantees should be
examined having regard to the profitability / cash flows of the

project to ensure that sufficient surpluses are generated by the

‘borrowing unit to meet the commitments as a bank has to mest

the liability at regular intervals in respect of the installments due.
The criteria generally followed for appraising a term loan proposal
for acquisition of capital assets should also be applied while

issuing deferred payment guarantees.
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Payment under Bank Guarantees:- Inmediate Settlement of Cases
Government of India and Reserve Bank of India have been receiving
a number of complaints on non-payment or delay in payment of
bank guarantees upon invocation.

The banks should, therefore, honour bank guarantees issued by
them promptly on their invocation as reluctance on their part to
honour commitments in respect of invoked guarantees tend to bring
the banking system into disrepute.

Commission on Bank Guarante

Bank Guarantee Charges Our Bank

Basic Charges 7 N Rs.yoo

Guarantee Commission chargeable to 2% 1o 3%

customer

Renewal / Extension of Guarantee o % to 3%

Guarantees secured by 900% cash margin Rs.yoo0.00 + 4% of

/ FD normal commission
Annexure

Takeover of accounts from other Banks Norms / Guidelines

Takeover of LLoans from Other Banks

Following guidelines are required to be observed while takeover of limits

from other banks / Fis:
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The account to be taken over should be a standard asset with

other bank at the time to take over. Satisfactory opinion report
should be obtained along with liability and security confirmation.
None of the accounts of the borrower with other bank should be
NPA.

Disbursement to be made3 for principal plus accrued interest from
the date of last interest application date with the other bank till the
date of take over. A letter towards confirmation of balance /
amount needed to fully repay the loan with other bank must be
obtained from the other bank.

The disbursement should be made by way of pay order / DD /
RTGS favouring the other bank along with a covering letter clearly
setting out the facilities to be repaid and closed by the other bank.
Branch should retrieve the documents / title deeds from the other
bank and complete the EM formalities within the stipulated time
frame as approved by the sanctioning authority.

Legal opinion on the title of the property from a legal counsel
should be available with the bank from whom the loan is being
taken over in case there is collateral security available in the form

of land & building by way of EM by deposit of title deeds.
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0. Letter from customer to be obtained stating the reason for shifting

to our bank.

All other usual formalities such as detailed appraisal, sanction and

execution of documents should be followed before disbursement.

The following requirement should be invariable checked and tagged in all

proposals sent for sanction in case of takeover of loans from other

banks.

q. Last 3 years Companyss repayment record is regular (applicant as
well as sister concern) Term Loans are repaid regularly. Term Loan
sheet (repayment extract s bank statement) and Term Loan
sanction letter from the Bank compared to ensure that profit
before depreciation and aft_er tax is more than total principal
repayment.

2. Turnover of the Company in earlier year is apparently both genuine
and realistic. Compared with statement of account for last 9 year.
(Sales compared with transactions in bank account).

3. Income Tax computation of total income % checked. Incase other

companies are mentioned, obtained balance sheet of the same.
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¥.  Applicant (3 years) as well as Sister Concern(s) (9 year) audited

B/S and P & L along with Tax Audit Report, duly signed by the
respective signatories, is on record.
y, B/S analysis for the last three years.
TAKEOVER OF TERM LOAN FACILITIES AGAINST PROPERTY FROM
BANKS/ FINANCIAL INSTITUTIONS
In case of takeover of facilities the securities are in the possession of the
Bank/ Financial Institution which has financed the company. In such
cases, our Bankss charge on the assets cannot be created without the
financing Bank/ Institution releasing their charge. As such in such cases

the following procedure will be followed:

Q. After the loan is sanctioned the proponent is conveyed the
sanction and the duly acknowledged copy of the sanction advice
along with the property documents are forwarded to the Legal
Department to prepare the legal documents.

2. A list of the title deeds (original / copies) deposited with the earlier
Bank has to be submitted to the legal department.

3. In case the property is located in the state where the Bank has
branches, the Legal Department will send the property documents
to the empanelled Advocate for Title Clearance certificate and

search which takes a minimum of ¥ s 4 days.
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The Legal Department will prepare a draft Indemnity to be

executed by the borrower to create the mortgage immediately after
release of charge by the financing institution / bank.

After execution of the Indemnity and other loan documents by the
borrower, the credit facility will be disbursed for clearing off the
liabilities of the customer with the earlier Bank/ Financial Institution
and obtaining a No Dues / Nil Liability certificate from them.

The borrower will execute the mortgage documents immediately on

receipt of the original documents from the earlier Bank / Institution.

TAKEOVER OF TERM LOAN AGAINST PROPERTY LOCATION IN
STATE INDUSTRIAL DEVELOPMENT CORPORATION ARE (MIDC /
GIDC, etc.), CIDCO and MHADA

9.

Fresh lease of land & construction of building where Land is

unencumbered. (Land not mortgaged to any Bank / Institution)

a. Allotment letter from the Industrial Development Corporation and
copy of duly stamped and registered lease deed / agreement to
lease is obtained.

b. Consent for mortgage from the Industrial Development

Corporation is obtained.

c. Title clearance certificate for all properties and search report (in

case CIDCO and MHADA) is obtained.
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. Based on the above (a), (b) & (c) the security documents are

executed and mortgage is created.

. The tripartite agreement is executed between the Industrial

Development Corporation, our borrower and the Bank, wherever

necessary and subsequently Mortgage to be created.

Sub lease of unencumbered land & building in favour of our

borrower.

a. Allotment letter from the Industrial Development Corporation to

the original lessee and copy of lease deed / agreement to lease

is obtained.

. Copy of assignment deed between the original lessee and the

borrower is obtained.

. Consent for transfer from the Industrial Development

Corporation is obtained.

. Title clearance certificate and search report is obtained.

. Based on the above (a), (b), (c) & (d) the security documents

are executed and the loan is disbursed after fulfilling other

required conditions.

. Consent to mortgage is then obtained from the Industrial

Development Corporation.
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The tripartite agreement is executed between the Industrial

Development Corporation, our borrower and the Bank, wherever

necessary and subsequently Mortgage is created.

Takeover of facilities from other Bank / Financial Institutions
located in Industrial Development Corporation.

d.

After the loan is sanctioned the proponent is conveyed the

sanction and the duly acknowledged copy of the sanction

advice along with the property documents are forwarded to the

Legal Department to prepare the mortgage documents.

A list of the title deeds (original / copies) deposited with the

earlier Bank has to be submitted to the legal department.

. Copy of Allotment letter from the Industrial Development

Corporation to the original lessee/ copy of lease deed /

agreement to lease are obtained.

. Copy of sale agreement between the original lessee and the

borrower is obtained.

Title clearance certificate and search report is obtained.

The Legal Department will prepare a draft Indemnity to be

executed by the borrower to create the mortgage after reiease

of charge by the financing institution/ bank and after obtaining

the No Due Certificate from the earlier Bank/ financing institution
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and Consent & tripartite agreement from the industrial

development corporation.

g. After execution of the Indemnity and other loan documents by

the borrower, the term loan will be disbursed for clearing off the

liabilities of the Bank/ Financial Institution and obtaining a No

Dues / Nil Liability certificate from them.

h. Consent to mortgage is obtained.

i. Mortgage is created and tripartite agreement is executed

subsequently between the Industrial Development Corporation,

our borrower and the Bank, wherever necessary.

Advance against property backed by Lease rentals

A scheme for property owners to avail finance against lease

rentals.

Objective :

To meet liquidity mis-match of the applicant/s. Detailed end use of

finance shall have to be captured / brought out in the appraisal note

submitted to the sanctioning authority and thereafter shall be tracked/

monitored by the disbursing authority inline with the terms of sanction.
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Norms for qualification:

The applicant should own commercial property / residential building in

Urban / Metro areas. Property should be rented out / intend to be

rented out to MNCs/ Banks/ Large & Medium sized corporate.

Scheme Features :

ltems | Details )

Scheme For property owners to avail finance against lease rentals.
"Objective | To meet liquidity mismatch of the applicant. Detaiied'é?\aj
of funds to be brought out in the process note
‘Norms/ | Property can be located in Metro, Urban, Semi- _er_an_,'
Eligibility Rural area, rented out to PSU, Govt, Semi-Govt, MNCs,

Reputed Corporate Houses, Fls, Insurance Companies,
Warehouses, Large Retail Outlets, Professionals, Self
Employed having High Net worth etc.
Loan | Rs.2000 lacs (Bank has the discretion to enhance the limit
Amount on case to case basis subject to the prudential credit
exposure)
Maximum | Upto 4% of the lease rentals receivable after deducting
Funding TDS, excluding service tax or base on NPV of future lease
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Y

currency of loan or w% of the property under lease,

whichever is less.

Sanction of ODAP facility along with LRD limit on case to
case basis so as to support the client for adequate cash
flows till such time the company is able to sustain and

operate on the strength of revenue from lease rentals

Repayment/ | Unexpired period of lease, as determined, based on the

Loan underlying lease agreement, accompanied by Letter of

Tenure Extension or Letter of Comfort, as the case may be or gy
years whichever is earlier 5 in easy instalments.

Security Assignment of receivables and recording POA with the

lessee and EM of the property which generates the rentals

against which loan is sanctioned.

Inspection
/ Stock

Audit

Waived, if the repayments in the account are regular.
Inspection and stock audit will be applicable, if the account

shows repayment defauit

Insurance

Property to be insured with bank clause duly incorporated.

The BoD will have authority to change terms and conditions of the

policy depending upon the merits of each proposal.
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Note : The existing terms & conditions for all types of advances &
existing policy for educational trust are attached with necessary

changes / modifications.
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