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Introduction

Regulatory_Background_and_Objective

The Reserve Bank of India (RBI), through its Risk Management Guidelines and Master Directions, has
advised all Co-operative Banks to formulate a comprehensive Loan Policy, duly approved by the Board
of Directors. The policy shall clearly define the framework for identification, measurement
monitoring, and control of credit risk, ensuring that credit risk management is effe%tnmly ‘integrated
into the Bank’s overall risk management system. % w0

In this regard, the Bank shall constitute a Credit Policy Committeeﬂ%‘('; C) ébmprising senior
management officials, to oversee credit-related matters. The CPC shall be réspo

e Formulation and periodic review of the Loan Policy
e Tracking sector-wise and borrower-wise exposure

e Ensuring compliance with RBI guidelines and statutory requ;rements
e Guiding the Bank’s credit risk strategy and portfoho Cfuahty

This Loan Policy shall be read in conjunction® wcth ""‘?II applicable RBI guidelines, circulars, and
notifications, as amended from time to time.

The policy, inter alia, provides for:

» Establishing standardized fom;@i;, and procedures for submission and appraisal of credit
proposals. :

e Defining financial covenant& internal rating standards, and benchmarks.

« Delegation of lo@n %ﬁetlonmg powers at various levels.

e Prescribing p?‘adgntfal exposure limits, including single/group borrower limits and Sector-wise
caps /

. Laymg dewn norms for acceptable collateral and security coverage

o Enswmg effective post-sanction monltormg, review, and follow-up mechanisms

o Momtormg risk concentration, asset quallty, loan pricing, prowsmnmg norms, and regulatory"
compliance

» Enforcing adherence to credit risk parameters to maintain a healthy loan portfolio

2B L
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CHANGED CREDIT SCENARIO

i. Evolving Regulatory and Operating Environment

The Indian banking sector has undergone significant transformation in recent years, driven by
regulatory reforms and evolving market dynamics. The Reserve Bank of India (RBI), through its Master
Directions and circulars, has introduced various measures to strengthen financial stability,
transparency, and risk management practices.

i,

Key regulatory developments impacting the credit environment include:

e Implementation of External Benchmark Based Lending Rate (EBLR) systemﬁ"for fransparency in
loan pricing (RBI Circular: DBR.DIR.BC.No.14/13.03.00/2019-20 and subSequent updates)

e Periodic revisions in Monetary Policy Rates such as Repo Rate, CRR; and’SLR affecting cost of
funds and lending decisions (RBI Monetary Policy Statements — updated periodically up to FY
2025-26)

e Strengthening of Income Recognition, Asset Classification® and Prowsuonmg (IRACP) norms
(RBI Master Circular — Prudential norms on Incomew Recogn/t/on Asset Classification and
Provisioning pertaining to Advances, updated 2024 & 20?‘5)

e Enhanced focus on Priority Sector Lendlﬁg (PSL) targets and classification
(RBI Master Directions on PSL — RBI/F/DD/202&21/72 FIDD.CO.Plan.BC.5/04.09.01/2020-21,
updated from time to time up to 2025)

 Introduction of Risk-Based Internal Audit (RBIA) and strengthening of governance and risk
management (RBI Circular on RBIA for UC@‘S 2023, reinforced in supervisory communications
2024-25) 5

e Increased emphasis on fraud rrwi%érmg, early warning signals (EWS), and cyber security
controls (RBI Master D/rectlon,s on Fraud Risk Management, 2024; Cyber Security Framework
for Banks) s U

¢ Growing competition, fr‘amwﬁrlvate sector banks, small finance banks, NBFCs, and fintech

" platforms, necessitatingimproved efficiency and customer service standards

These developmenfé?fﬁ%g;?ftate a dynamic and forward-looking Loan Policy aligned with regulatory
expectations and c;pmpetitive pressures.

i Deregu!atltm and Pncmg Flexibility
RBI has prog;ess:vely deregulated interest rates and charges, grantmg banks greater autonomy in
pricing, subject to transparency and fairness.

e Freedom to determine interest rates on advances based on Board-approved policies (RBI
Master Direction — Interest Rate on Advances, updated periodically)

o Deregulation of service charges, processing fees, and commissions (RB/ guidelines on Fair
Practices Code and Transparency in Charges, up‘dated up to 2025)
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e Requirement to adopt risk-based pricing models linked to cost of funds and borrower risk
profile

Banks are required to:
e Ensure transparency and non-discriminatory practices
o Disclose all charges upfront to customers
e Comply with Fair Practices Code for Lenders (RBI Master Direction — Fair Prgct/ces Code,
updated 2024)

LOANS AND RECOVERY POLICY
The existing Loan and Recovery Policy of the Bank has been reviewed by the 1oan S’ub Committee in
light of the guidelines, circulars, and Master Directions issued by the Reservg”ﬁal‘fk of India (RBI) from
time to time, and has been updated to ensure regulatory comphanca'a“ad lignment with current
banking practices. ;

As a matter of principle, the Bank shall extend credit facilities primafﬁ?to its members, in accordance
with the provisions of the Co-operative Societies Act/Rules appllcable RBI guidelines. The Bank’s
lending activities shall be directed towards productive and/prio y sectors, including:

e Small traders and business units oo
e Micro, Small and Medium Enterprises (M)SMEs)
e Housing (construction, purchase, and r;epaﬁ*)

e Transport operators A

e Purchase of consumer durables 5 "’

e Professional and seIf-emplo;gn‘?eﬁvéctivities

e Agriculture and allied actiyit: ém(where permitted)

e Consumption and oﬁ%ergéﬂulhe personal needs

e "Weaker sectuons:of;qmety, as defined by RBI guidelines

° Self-employed pﬁﬁ*fesmonals (e.g., medical practitioners, chartered accountants, engineers)

Credit Appraisal and“Sanctioning Principles
Before sanctwr’fmgfany credit facility, the Bank shall ensure:

. Repé’@ment Capacity: Adequacy, stability, and rellablhty of the borrower’s income/cash flow to
service the loan

e Security and Collateral: Acceptability, enforceability, and sufficiency of primary and collateral
security

o Creditworthiness: Satisfactory credit history, financial position, and integrity of the borrower

~
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o Viability Assessment: Economic viability and technical feasibility of the proposed
activity/project
e Regulatory Compliance: Adherence to KYC/AML norms, exposure limits, and RBI guidelines

Loans to Nominal Members / Non-Members
The Bank may also sanction loans against fully secured deposits/instruments, such as:

* Fixed Deposits of the Bank

» National Savings Certificates (NSCs) / Kisan Vikas Patras (KVPs)
» Life Insurance Policies (LIC — surrender value based)

e Gold Loan Upto 1 Lakh

Such facilities may be extended to non-members, subject to their adm;s&oﬁ“as nominal members, in
accordance with the Bye-laws of the Bank and applicable regulatdry grt;vigions

Recovery and Monitoring

The Bank shall adopt a proactive recovery mechamsm td«e@gsure timely repayment and maintenance
of asset quality, which includes:

/< Bt

o Regular monitoring and follow-up of Ioarr*%gunts

e Identification of Early Warning Slgnam (EWS)

e Prompt actlon in case of overdue accouhts

e Implementation of recovery meaéures including legal action under applicable laws
e Compliance with IRACP norma for classification and provisioning of assets

The overall objective of the ’f%ahﬁhd Recovery Policy is to ensure safe, productive, and recoverable
Iendmg, while mamtanréggaf%ef‘”quahty, profitability, and regulatory compliance.

LOAN RECOVERY Aﬁﬂ NPA MANAGEMENT POLICY
1. Objective
The objective-of this policy is to establish a robust framework for
+ Timely recovery of advances
« Preverition and reduction of Non—Performing Assets (NPAs)
e Maintenance of asset quality and profitability
e Compliance with RBI guidelines on Income Recognition, Asset Classification and Provisioning
(IRACP) and other applicable regulatory/statutory requirements

2. Asset Classification Norms

5|TMCBL
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The Bank shall classify all loan assets strictly in accordance with the Reserve Bank of India (RBI)
guidelines on Income Recognition, Asset Classification and Provisioning (IRACP), as amended from time
to time.

2.1 Special Mention Accounts (SMA)
Early identification of stress in loan accounts shall be carried out through classification under Special
Mention Accounts (SMA) categories, as under:

e SMA-0: Accounts overdue for a period up to 30 days
e SMA-1: Accounts overdue for a period between 31 and 60 days
e SMA-2: Accounts overdue for a period between 61 and 90 days

2.2 Non-Performing Assets (NPA)

A loan account shall be classified as a Non-Performing Asset (NPA). |f tb,g pterest and/or installment of

principal remain overdue for a period exceeding 90 days.

2.3 Classification of NPAs

Non-Performing Assets shall be further classified into the/ k%)wiﬁg categories based on the period for

which the asset has remained non- performlng

''''''

e Doubtful Assets: Assets which ha\f‘e remained in the substandard category for a period
exceeding 12 months

e Loss Assets: Assets identified- as uncollectlble or of such little value that their continuance as
bankable assets is not warrﬁﬁt&;;l, as assessed by the Bank, internal auditors, or RBI inspectors

3. Early Warning Syste%@WS) and Preventive Measures

The Bank shall estabhsﬁ? ari ’e?ﬁectlve Early Warning System (EWS) to identify incipient stress in loan
accounts. i,

3.1 Monitoring Mechamsm
o Comlrmo ,,,,rﬁomtormg of repayment behavior
. per‘iadlc review of financial statements and stock statements
« Conduct of inspections and site visits

3.2 Early Warning Signals

The following, inter alia, shall be treated as warning signals:
o Persistent irregularity in repayment
e Cheque returns / EMI defaults

6|TMCBL
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e Declining turnover or financial deterioration
e Non-cooperation by borrower
e Frequent requests for restructuring

3.3 Preventive Action
o Timely follow-up through calls, notices, and visits
e Corrective measures including restructuring, wherever permissible under RBI guidelines

4. Recovery Mechanism

The Bank shall adopt a structured and phased recovery mechanism for all Ioan accounts, ensuring
timely action, minimization of slippages, and compliance with regulatory gutdelig_jes. ‘

4.1 Pre-NPA Recovery (Soft Measures) e
The Bank shall initiate proactive and preventive recovery measures in accd’imts showing early signs of
stress (SMA category), with the objective of preventing such accounts. fram slipping into NPAs.

4.1.1 Follow-up and Communication %
e Issue automated and manual reminders through S~M5 emalls, and telephone calls immediately
upon overdue o
» Dispatch written reminder letters/notices.at r g‘ular intervals
e Maintain proper record of follow-up actions in the system/register

4.1.2 Personal Interaction
« Conduct personal visits by branch ¢ ficials/recovery staff
e Engage in continuous borrowewmteractlon to understand issues affecting repayment
e Involve guarantors/co-obllgénts in follow-up wherever necessary

4.1.3 Monitoring and Revne VNN
e Close monltormg@gpm 0, SMA-1, and SMA-2 accounts
s Periodic review of éash flows, stock statements, and financial performance (in case of business
loans) B
» Identification and tracking of Early Warning Signals (EWS)

4.1.4 Corrective.Measures
« Provide repayment counseling and financial guidance to borrowers
e Permit rescheduling/restructuring of loans in genuine and viable cases, strictly in accordance
with RBI guidelines and with competent authority approval
e Obtain additional security or guarantees, wherever required

4.1.5 Recovery Drives y
e Organize recovery camps, customer meetings, and special drives for overdue accounts

7/TMCBL
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e Issue pre-legal notices indicating consequences of default
4.2 Post-NPA Recovery (Hard Measures)

Upon classification of an account as NPA, the Bank shall initiate firm recovery actions in a time-bound
manner to maximize recovery.

4.2.1 Demand and Recall ®
 Issue recall/demand notices to the borrower and guarantor for repayment of entlre d@;standmg dues
e Serve legal notices as per applicable laws and loan agreement terms

4.2.2 Enforcement of Security
e Invoke guarantees and proceed against guarantors
e Exercise right of set-off by adjusting available balances in deposit
e Initiate action for enforcement of primary and collateral securiﬁés

4.2.3 Legal Action
e Initiate proceedings under:
o  SARFAESI Act, 2002 (where applicable)
o Co-operative Societies Act through Reglstrar/
o  Civil Courts or Arbitration, as applicable |
e File cases in a time-bound manner to safeguard théBank's interest

toperative Court

]

4.2.4 Possession and Sale of Assets
e Take symbolic/physical possession of : 'ecpred assets as per legal provisions
e Arrange for valuation and sale/aucu% of assets in a transparent manner
e Appropriate sale proceeds towardg To4n dues

4.2.5 Alternative Recovery Me“mods
e Explore One Tlme Set;ﬂgmep’t (OTS) schemes based on commercial viability and Board-approved policy
e Refer cases to Lok«hg;laiaﬁor amicable settlement
e Conduct commm ‘settlements wherever feasible

o Contmuot:s mémtorlng of NPA accounts at branch and Head Office level
) Pem)dtc Peportlng to Credit Policy Committee (CPC) / Board
e Escalation of chronic/default cases for special recovery action

5. LEGAL RECOVERY FRAMEWORK
5.1 Action under SARFAESI Act, 2002

The Bank shall initiate recovery action under the SARFAESI Act, 2002, wherever applicable, in respect
of secured NPA accounts.
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5.1.1 Eligibility
SARFAESI action shall be initiated where:

e The account is classified as NPA
e The advance is secured by tangible assets
 The outstanding amount meets the regulatory threshold prescribed by RBI

5.1.2 Procedure b b Oy
a) Demand Notice (Section 13(2)) £ N

e Issue 60 days notice to borrower/guarantor for repayment of dues -

b) Measures under Section 13(4) (on non-payment)

» Take symbolic/physical possession of secured assets

e Take over management of business, wherever apphcable
e Appoint manager

e Sale/lease of secured assets

c) Possession and Sale

« Obtain valuation from approved valuer
e Issue 30 days sale notice v

e Conduct public auction/e-auction = *
* Appropriate sale proceeds towaf&éMStanding dues

5.1.3 Assistance from Authorities~.

+ The Bank may seek 3§§?§t§ﬁce from the District Magistrate / Chief Metropolitan Magistrate for
taking physical p&sés,;fﬁn of assets

5.2 Other Legal Remechgs
Where SARFAES ‘ not applicable or adequate the Bank shall initiate recovery under:

. Kamatal?a Co -operative Societies Act, 1959 through Regxstrar / Co-operative Court .
e Filing of recovery suits before competent Civil Courts
 Arbitration proceedings, wherever provided in loan agreements

5.3 Alternate Recovery Channels
The Bank may adopt alternative recovery methods such as:

P

¢ Lok Adalat for amicable settlement

9|TMCBL .
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¢ One Time Settlement (OTS) as per Board-approved policy
» Compromise settlements based on commercial prudence
e Recovery camps and special drives

6. Security Enforcement and CERSAI Registration

All secured advances shall be registered with CERSAI as per regulatory requirements. The Bank shall
ensure proper documentation, charge creation, and enforceability of securities t6: safeguard its
interest and prevent multiple financing. :

7. Provisioning Norms

The Bank shall make provisions on advances strictly in accordance wnth‘?RBl ,IRACP guidelines, as
amended from time to time:

e Standard Assets — As prescribed by RBI

e Substandard Assets — Minimum 15%

* Doubtful Assets — 25% to 100% based on period and security
e Loss Assets — 100% provisioning

8. erte-off Policy

Loans may be technically written off with approval ofw;y@ Board of Directors. However, such write-off
shall not affect the Bank’s right to recover, and»:fecovary efforts shall continue.

9. Monitoring and Reporting
e Periodic review of NPA accounts bx CPC*/ Board
» Monitoring of: 8\l
o Gross and Net NPA ranos”
o Recovery performaneg
o Slippage levels
e Submission of r@gulaf’@ryfeturns to RBI within stipulated timelines

10. Compliance and'Fair Practices
e Recovery/ process shall be conducted in a fair, transparent, and non-coercive manner
+ The ﬁaﬂk,sha”fl comply with:
o "RBI Fair Practices Code for Lenders
KYC/AML guidelines
o Applicable legal and regulatory provisions
 Staff shall ensure that no harassment or unethical practices are adopted during recovery

11. Overall Objective
The Bank shall adopt a balanced and prudent approach towards recovery, with the aim of:
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e Maximizing recovery of dues

e Minimizing NPAs

e Protecting depositor interests

e Ensuring long-term financial stability

MISSION STATEMENT

The mission of the Loan Policy of the Bank is to function as a comprehensive framework fgui‘ding its
credit operations in a prudent, transparent, and sustainable manner, in line with co- operatwe
principles and regulatory requirements. The policy aims to:

a) Establish a robust credit risk management framework for systematic idegmf tion, measurement,
monitoring, and control of credit risk across all lending activities. '

b) Strengthen credit appraisal, sanctioning, and post- d|sbursementg mtormg systems through proper
due diligence, prudent underwriting standards, and continuou superviswn of loan accounts.

c) Maintain a healthy and quality loan portfolio by ensurmg b“alafriced sectoral exposure, minimizing -
non-performing assets, and safeguarding the Bank's fmancu&“l“”établllty

d) Promote diversified lending by extending cre@it to p‘hority sectors, small borrowers, members, and
emerging segments, thereby supporting inclusive growth and reducing concentration risk.

e) Optimize returns on lending operathm‘thwugh efficient deployment of funds, risk-based pricing,
and proactive portfolio management wmleﬁensurmg affordability to members.

f) Uphold the co-operative otgjecfl\gg;?@f socio-economic development by providing timely and adequate
credit support to memb{ers‘,,.s‘:gﬁal_(businesses, agriculture, and other productive sectors.

OBJECTIVES OF THELOAN POLICY

The Loan Policy aims to provide a comprehensive framework for prudent credit deployment, effective
risk management, and sustainable growth of the Bank’s loan portfolio, in line with co-operative
principles and applicable regulatory guidelines. The key objectives are as follows:

a) To ensure balanced, need-based, and inclusive credit delivery to members by promoting equitable

distribution of credit across MSMEs, retail, trade, services, and agriculture-allied activities, in alignment
with the Bank’s socio-economic objectives.

11|TMCBL
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b) To strengthen credit appraisal, sanction, disbursement, and post-disbursement monitoring systems
through proper due diligence, early identification of stress, and timely corrective measures to maintain
asset quality.

¢) To build and maintain a sound, diversified, and quality credit portfolio by reducing concentration risk
and encouraging lending to small and medium borrowers, thereby minimizing dependence on large
exposures.

)i

d) To augment income from lending and allied activities, including non-fund- b;sed %rv?tes such as

bank guarantees and other permissible services, in accordance with regulatory guu&ehngs

e) To improve efficiency in credit delivery through streamlined .
documentation, and adoption of appropriate technology, ensuring b%f
customers.

cedures, standardized
ervice to members and

f) To develop and strengthen credit skills among employees throug[‘r training, capacity building, and
continuous learning, thereby promoting a strong credit cuItuzé’Wathan the Bank.

g) To implement a well-defined delegation of powers for- redit sanctioning, ensuring operational

efficiency while maintaining adequate internal cpntre’f hd checks to mitigate risks.

\\(

h) To prescribe clear norms for security, margﬁn Watlon and documentation, ensuring enforceability
of charges and safeguarding the Bank’s fmané&al interests.

i) To establish effective credit momtort 3, review, and control mechanisms, including internal audits
and periodic assessment of loan a;c&mts to ensure portfolio health and compliance.

Hon,

j) To adopt fair and transga%r‘ﬁﬁ; oan pricing policies based on cost of funds, risk perception, and
regulatory guidelines, eﬁ%ﬁu‘rl /”g sustainability while remaining competitive.

k) To promote respd’ri ﬁie( |ending and financial inclusion by extending timely and adequate credit
support to memb‘ sts, particularly in MSME, retail, and agriculture-allied sectors.

I) To ens’?@;e $trict compliance with RBI guidelines, statutory requirements, and Board-approved
policies, thereby strengthening governance, transparency, and accountability in credit operations.

EXPOSURE NORMS

The Bank shall adhere to prudential exposure norms as prescribed by the Reserve Bank of India (RBI)
from time to time, ensuring controlled credit risk and ayoidance of concentration in lending.

12| TMCBL
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A. Exposure Ceiling for Single and Group Borrowers
a) The Bank shall observe the following exposure limits based on its Tier | Capital:

e Single Borrower / Party: Not exceeding 15% of Tier | Capital
» Group of Connected Borrowers / Parties: Not exceeding 25% of Tier | Capital

b) These limits shall be computed with reference to the audited financial position as on‘31st March of
the preceding financial year and shall be placed before the Board of Directors for app}royva‘fzgnnually.

c) The Bank shall ensure that all sanctions and disbursements remain within the abeve prescribed
limits at all times. ’

B. Components of Credit Exposure
a) The total credit exposure to a borrower/group shall include: e 9

» Fund-based limits (such as term loans, cash credit, overdrafts, etc.)

e Non-fund-based limits (such as bank guarantees and Qt‘her contingent liabilities)
e Underwriting commitments and similar obligations:

¢ Equipment leasing and hire purchase finance (lf p;f?mtted)

e Ad hoc / temporary limits sanctioned A0 8

b) Exclusions:

Loans and advances fully secured by the Ba:ﬂ%’s own term deposits shall be excluded from exposure
calculations, as per RBI guidelines.

c) Method of Calculation:

e The higher of the samﬁw\éﬁ’llmlt or outstanding balance shall be considered for exposure
computation. .

e In case of fully cﬁsb mgd term loans with no Re-withdrawal facility, only the outstanding
amount shall ’&e considered.

d) Non-Fund Based lelts

. 16@% of ;i‘?e sanctioned limit or outstandmg amount, whichever is higher, shall be reckoned
for exposure purposes.

C. Consortium / Multiple Banking / Syndication Arrangements

* In case of consortium lending, multiple banking, or syndication, the Bank’s individual share of
exposure shall be considered.

» Such exposure shall be strictly within the prescribed single/group borrower limits.

. 13|TMCBL;__>
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e Proper due diligence and inter-creditor arrangements shall be ensured.

D. Monitoring and Compliance

» The Bank shall put in place a system for continuous monitoring of exposure limits to avoid
breaches.

* Any breach or likely breach of exposure norms shall be reported to the Board/approprlate
authority and rectified promptly. "

e Periodic review of large exposures shall be undertaken to assess risk concentra,a;z;i:da;?«s \

E. Regulatory Reference ,
The above norms are in accordance with RBI guidelines issued to Urban Co- ope tive Banks including:
e RBI Circular No. DOR(PCB).BPD.Cir.N0.10/13.05.000/2019-20 dat M&fch 13, 2020, and

e Other instructions issued by RBI from time to time.

lcipital Component |Amouf@!%@?§kh) [31.03.2026]
§hare Capital (Regular + Associate) 304.08

lStatutory Reserves 3ﬁ @0

|
-
| X |
Building Fund o Jasa75 ll
.

|

IBDDR Reserves (Sec 36(i)/viii)) L |13918

@rplus in P&L 1&2.79

Other Reserve ‘ O3 |[179.75

Total Tier | Capital |1202.05

[Type HLimit —I

|[15% of Tier | Capital > X180.31lakh |
25% of Tier I Capital > %300.51 lakh |

]Individual Borrower

LGroup Exposure

Additional Regulatory Exposure Guidelines

a) Reduction of{Exteass Exposure

The Bank,ghai%;ia%e necessary steps to bring-down all existing exposures that exceed the prescribed
regulatdry 1am|t§ to within the permissible thresholds in a time-bound manner, as stipulated by RBI

guidelines.

Where such excess exposure comprises only term loans or non-fund-based facilities, the Bank shall
not extend any further credit facilities to such borrowers or groups. However, the existing facilities
may be allowed to run down as per their original repayment schedules or maturity, without any
renewal or enhancement. «

14 | TMCBL
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b) Small Value Loan Requirement
In compliance with RBI guidelines applicable to Urban Co-operative Banks, the Bank shall ensure that:

» At least 50% of its total aggregate loans and advances consist of loans not exceeding X36.00
lakh, or 0.3% of Tier | Capital, whichever is higher.
 The above limit shall be subject to a maximum cap of %1.00 crore per borrower / party.

The Bank shall continuously monitor and maintain compliance with this requ1rement a§ part of its
credit planning and portfolio management.

c¢) Computation of Credit Exposure

For the purpose of calculating credit exposure, the Bank shall include:
e All fund-based and non-fund-based credit limits £ %y
« Ad hoc / temporary limits sanctioned to meet borrower re&uirements

However, loans and advances fully secured against the Bank’stown term deposits shall be excluded
from the computation of credit exposure, as per RBI gundeim‘b

d) Exposure to Housing and Real Estate Sector
The Bank shall ensure that: o

Bt

» Total exposure to housing, real esl;ate and commercial real estate sectors does not exceed
10% of total assets, as per the audisted balance sheet as on 31st March of the preceding
financial year. N\

e An additional exposure u%;o 5% of total assets may be permitted exclusively for housing
loans to individuals Far purchase or construction of dwelling units, subject to the cost of such
units not exceed;ng ?25 00 lakh, or as revised by RBI from time to time

e) Monitoring and Co'mpfiance

The Bank shall regularly monitor sector-wise exposure and small-value loan targets, and report any
devnatlons wxhe,,géérd along with corrective actions.

INVESTMEN‘F"EXPOSURE (NON-SLR) ‘
The Bank shall undertake Non-SLR investments in a prudent manner, in compliance with RBI guidelines
and its Board-approved Investment Policy, ensuring safety, liquidity, and reasonable returns.

a) The Bank may invest in Commercial Papers (CPs), debentures, and bonds, subject to the following
conditions:
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» Such instruments shall be rated ‘A’ or equivalent and above by a recognized Credit Rating
Agency.

¢ Investments shall be made only in redeemable instruments.

¢ Investment in perpetual debt instruments shall not be permitted.

b) The Bank may also invest in Units of Debt Mutual Funds and Money Market Mutual Funds, subject
to: A

e Compliance with RBI guidelines and internal investment policy
e Investment only in well-rated and regulated schemes with low risk exposure(
» Adherence to prudential limits and exposure norms prescribed by the.Bg rd/RBI

c) All Non-SLR investments shall be subject to:

¢ Due diligence and risk assessment prior to investment
o Exposure limits and concentration norms as prescnbed by RBI“From time to time
e Periodic review and monitoring of the investment p

d) The Bank shall ensure that all such mvestmgrm are in compliance with applicable
statutory/regulatory requirements, and any dewatl@n glf observed, shall be promptly reported to the
Board of Directors.

ANY OTHER FINANCIAL ACCOMMOD‘WION

The term “Any Other Financial Accommdatlon" shall include all credit facilities and contingent
liabilities extended by the Bank, other than Term Loans, Cash Credit, and Overdrafts. Considering the
Bank’s limited geographical presefice and operational scale, such facilities shall be selectively
permitted, strictly within thev}fm@g ork of RBI guidelines and the Bank’s risk management policy.

The Bank shall adopt a epnséwatwe approach and restrict exposures to low-risk, well-understood,
and locally verifiable transactlons

a) Funded C;ed' 'm"qjlities

controlled for‘ms such as:
 Bills Purchase/Discounting (Inland only)

Restricted to genuine trade bills arising out of local business transactions within the Bank’s
operational area.
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e Working Capital Demand Loans (Short-term)
Allowed to existing borrowers with satisfactory track record and proper turnover assessment.
e Deferred Payment Guarantees (DPG)
May be considered on a selective basis for acquisition of machinery/equipment, subject to
adequate margin and tangible security.
e Deferred Payment Bills / Acceptance Facilities
Permitted only for established customers with proven repayment capacity and ba”cked by
underlying trade transactions.

Note:

e Foreign bills discounting and export credit facilities shall generally no’e be undertaken, unless
the Bank has necessary expertise and regulatory approvals. AN

e All funded exposures shall be backed by adequate tar;glﬁ%e ”sggu'rlty, margin, and proper
documentation. .

b) Non-Funded Credit Facilities

Non-funded facilities being contingent in nature shall be g’%ended cautiously and only to creditworthy
and well-rated borrowers.

Permissible facilities include: R’

o Letters of Credlt (LCs) ”
o Restricted to inland LCs Gnlx

o lIssued for genuine trade'transactions of existing customers
o Backed by adequat&margm and/or collateral security
e Bank Guaranteegs, mt‘ludzng
o Performamg Guarantees
o Bid Bonds/ Tender Guarantees
_* _ Financial Guarantees (restricted and selective)

Restrictions:

» Exposure shall be primarily within the Bank’s local operational area
* Underwriting commitments, derivatives, and complex structured products shall not be
undertaken

e Aggregate exposure under non-funded limits shall be closely monitored to avoid concentration
risk
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c¢) General Guidelines

e All such accommodations shall be extended only to existing borrowers with satisfactory track
record.

e Proper credit appraisal, due diligence, and end-use verification shall be ensured.

« Adequate margin and collateral security shall be obtained to safeguard the Bank’s interest.

 Exposure shall comply with RBI prudential norms, single borrower and group exposure limits.

« Devolvement of non-funded limits shall be treated as funded exposure and monitored
accordingly.

e The Bank shall maintain branch-level control and Head Office monltorm’g dwe to its limited
scale of operations.

Exposure to Housing, Real Estate, and Commercial Real Estat&
a) The Bank’s aggregate exposure to housing, real estate, and’ c%mgftlal real estate (including
Commercial Real Estate — Residential Housing) shall be restricted. oﬁ '10% of its total assets as on
March 31 of the preceding financial year, in line with RBI gmdelmes apphcable to Urban Co-operative
Banks. /

However, the above ceiling may be enhanced by an adcml(fﬁal 5% of total assets, provided that such
incremental exposure is exclusively for housing 103:)5 ‘go individuals for purchase or construction of
dwelling units with a cost not exceeding ?25490 Iakh per unit, subject to compliance with priority
sector norms and other regulatory conditionss .

b) Considering that the Bank has a depdm;,base exceeding X100 crore, it may sanction individual
housing loans up to 140.00 lakh pet barrower for acquisition/construction of dwelling units, subject
to:

e ‘Compliance W|th, RBlwgrudentlaI exposure norms,
e Income ellglbllltyan .répayment capacity of the borrower,
e Proper secutity; margm and documentation requirements.

c) Working g_;apit""(?aycilities granted to contractors, where such finance is:

o Exter;ded for small construction activities,
e Secured by hypothecation of construction materials, and
¢ Not backed by advance payments from purchasers,

shall be excluded from computation of real estate exposure limits, as per regulatory guidelines.
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d) The Bank shall ensure that overall exposure limits to housing, real estate, and commercial real
estate are strictly adhered to, and shall not exceed the prescribed ceilings even where funds are
sourced through refinance from institutions such as National Housing Bank (NHB) or any other higher
financing agencies. Such borrowings/refinance shall be reckoned with in the overall exposure limits
applicable to these sectors.

e) The Bank shall also ensure that all advances under these categories comply with:

e RBI Master Directions / Circulars issued from time to time, *'?»:;::
» Prudential norms on income recognition, asset classification, and provnsnomng,

e Loan-to-Value (LTV) ratios and risk management practices, 4

» End-use verification and monitoring mechanisms.

Inter-Bank Exposure Limit e
A) Prudential Inter-Bank (Gross) Exposure Limit

The Bank’s total inter-bank exposure (gross) shall not exceed 20% of its total deposit liabilities as on
March 31 of the preceding financial year, in accordance WT‘th KBI guidelines applicable to Urban Co-
operative Banks. W

Inter-bank exposure shall include:

e Deposits placed with scheduled commgrmgl banks (including call/notice money)
e Balances maintained for clearing and séttlement purposes

e Deposits with permitted scheduled- flCBs

e Investments in Certificates of Baposnt (CDs) issued by banks

e Balances maintained for CSGL%ccounts and remittance arrangements

Note: The Bank shalls nat’?-»uf%dertake international inter-bank placements or foreign currency
exposures, except mg%ere specifically permitted by RBI.

B) Prudential Inter-Bank Counterparty Limit

Exposureto any smgle bank (counterparty) shall not exceed 5%.of the Bank’s total deposit liabilities
as on March:31 of the preceding financial year.

The Bank shall ensure:
e Proper diversification of deposits and placements
e Periodic credit assessment of counterparty banks

e Avoidance of concentration risk
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All exposures shall be limited to domestic banks only, unless specifically permitted under RBI
regulations.

C) Exposure in Non-SLR Investments

a) The Bank’s investment in non-SLR securities shall not exceed 10% of its total deposit Ilabllltles ason
March 31 of the preceding financial year.

b) Investment in unlisted non-SLR securities shall not exceed 10% of total non-Sl,R m%esfm‘ents at any
point in time.

* No further investment shall be made if the limit is breached. oy

e Securities proposed to be listed shall be treated as listed initially; if not h@te" withm the stipulated time,
they shall be treated as unlisted. g,

e Any breach shall restrict further investments until comphance |$3;ht€@§&“

c) All investments shall comply with RBI prudential exposure porms, including single and group
borrower limits.

d) All fresh investments shall be classified under: e

e Held for Trading (HFT) or
¢ Available for Sale (AFS)

and shall be marked to market as per RBtaMéiines.

Investments in infrastructure bon;ls%nth a minimum residual maturity of 7 years may be classified
under HTM, subject to RBI Herms. *..~

e) Restrictions on Interné”%’eﬁﬁé}iﬁosure

The Bank shall not undertake any international investments, forelgn currency exposures, or overseas
mter-bank placements as it is not authorized to carry out such activities.

However *tbe Bank may participate in domestlc payment and settlement systems or regulated
financial infrastructure, such as: '

e NPCI (for UPI, NFS, etc.)
e CCIL (for clearing and settlement, if applicable)

Membership or exposure to such entities shall:
e Be purely operational in nature,
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e Not be treated as international financial exposure, and
e Require Board approval, wherever applicable.

Regulatory Restrictions
A) Advances to Directors and Their Relatives

a) The Bank shall not grant, renew, or continue any loan or advance, whether secured: or unsecured,
to: [,
e |ts Directors
* Relatives of Directors %
e Any firm, company, or concern in which a Director or their relative has an mterest

This shall be in strict compliance with Section 20 of the Banking Regulat;dh Act 1949 (AACS) and RBI
directives. 4 !

Existing advances, if any, may be allowed to run their course till ma{éﬁﬁty, but shall not be renewed,

i,

enhanced, or fresh limits sanctioned.

b) The following shall be permitted exceptions:

e Loans to employee-directors under staff Ioan sf‘fﬁemes as applicable to all employees
e Loans against own deposits (FDs) or LIC ﬁabaes standing in the name of the Director/relative,
subject to usual margin norms

s

c) The Bank shall submit a quarterly statement of such loans (if any) to the RBI Regional Office
(Department of Supervision) wnthm 15 days from the end of each quarter, in the prescribed format.

d) A “concern in which a Di ‘&b‘r‘:ig/interested" shall include:

e Proprietary concérns partnership firms, or HUFs where the Director/relative is a
proprletor/partnér/coparcener
. Compame;éwhere the Director/relative has substantial interest or acts as guarantor

e) “Relative” sﬁalql%ﬁave the meaning assigned under RBI/Comparﬁes Act guidelines and shall include:

e Father

e Mother (including step-mother)

e Son (including step-son)

e Son’s wife ‘

e Daughter (including step-daughter)
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e Daughter’s husband

e Brother (including step-brother)
e Brother’s wife

e Sister (including step-sister)

e Sister’s husband

B) Maximum Ceiling on Advances to Nominal Members

State Co-operative Societies Act and RBI guidelines.

e Such advances shall be small, need-based, and short-term in nature

e The maximum limit per nominal member shall not exceed il,oe é@p‘“

e These loans shall generally be unsecured, unless supported@xaég@ptable collateral

e Proper KYC, due diligence, and creditworthiness assessment shall be carried out

e The Bank shall ensure that aggregate exposure to, nominal members remains within
permissible limits prescribed by regulators :

C) Advances Against Deposits of Other Banks

The Bank shall not grant loans or advances agam;t leed Deposits/Term Deposits issued by other
banks or financial mstntutnons

This restriction is imposed to:

¢ Avoid inter-bank credlt rnél’(
« Ensure ease of enforcem emf and control over security
e Maintain prudem,lai ﬁskmanagement standards

No exceptions shall be ﬁ‘e}rrﬁ:’itted.

D) Brldge Lean&/ ixuerlm Finance

The Bank sl’f”a{l not sanction bridge loans or interim finance, partncularly for:

» Capital market-related activities (IPO, rights issue, debentures)
e Funding gaps pending sanction/disbursement of term loans or subsidies
e Any temporary or speculative funding requirements
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This is in line with RBI's conservative exposure norms for UCBs, restricting exposure to high-risk short-
term financing structures.

E) Bank Finance to Stockbrokers / Capital Market Activities
The Bank shall not extend any credit facility (fund-based or non-fund-based) to:

o Stockbrokers, sub-brokers, or market intermediaries
» Entities engaged in trading/speculation in capital markets

Further, the Bank shall not grant advances against shares, debentures;.
securities for speculative purposes.

mutual funds, or similar

This is in line with RBI restrictions on capital market exposure for gmepératwe banks.

F) Advances Against Preference Shares / Subordinated Debt
The Bank shall not:

e Investin, or b,
e Accept as collateral "

Any of the following instruments:

e Preference Shares (PNCPS or oth
* Subordinated Debt Instruments (ﬁer 1/ Tier Il bonds)
s Any hybrid capital lnstrumengs

These instruments arezg%ons;&ered high-risk and illiquid, and are not suitable for UCB exposure or
security purposes. .

G) Bank Finance tmNBFCs

The Bank: shaﬂ not extend loans or ad»vances (fund-based or non-fund-based) to Non-Banking
Financial Companles (NBFCs), including: '

e Asset Finance Companies

» Investment Companies

e Microfinance NBFCs

e Infrastructure Finance Companies

: 23| TMCBL




The Mahaveer Co-op. Bank Ltd., Credit
1157, Shree Renuka Towers,
Anantshayan Galli, P Ii

Belagavi-590002 0 Cy
Phone : 0831-2407120/2407121/4212236 2026 27

This restriction is imposed to:

« Avoid indirect exposure to leveraged financial entities
¢ Prevent layering of credit risk
e Ensure compliance with RBI prudential norms for UCBs

Financing for Agricultural Activities 3
The Bank is authorized to extend credit for agricultural activities under the Priority, &ect'for Lending
(PSL) guidelines, in accordance with the directives issued by the Reserve Bank of ‘India (RBI) and
National Bank for Agriculture and Rural Development (NABARD). Such fmancmg&ahaﬂl be subject to
the following conditions:

a) Credit facilities shall be extended directly to members of the Bank. Lending through intermediaries
such as Primary Agricultural Credit Societies (PACS), Land Developrﬁg” nks, or other co-operative
institutions shall not be undertaken, in line with the operational f’?amework applicable to Urban Co-
operative Banks.

b) A ‘No Dues Certificate’ (NDC) may be obtained from Ioégl“{ édlt institutions and concerned financial
agencies, wherever considered necessary. The Bank shatl also ensure verification of borrower
indebtedness through credit information con’fp#g) s (CICs), borrower declarations, and local
enquiries, to avoid multiple financing. § o

Y,

c) All loans shall be sanctioned in alignmeméwth the Scale of Finance approved by the District Level
Technical Committee (DLTC), along wit; ’appllcable margin requirements and security norms, as
prescribed by RBI/NABARD from tImQ f@ﬁlme This includes adherence to crop-wise financing limits
and prudent collateral requnremam;s ‘”“wherever applicable.

Loans to Self-Help Groups (,SHGs) and Joint Liability Groups (JLGs)

The Bank may extend Cl”édlttg Self-Help Groups (SHGs) and Joint Liability Groups (JLGs) in accordance
with a Board- approvedpolfcy and subject to guidelines issued by the Reserve Bank of India (RBI) from
time to time. The fpllowmg norms shall apply:

a) Lendlng shall be made directly to SHGs.and JLGs. Financing through intermediaries or third-party
entities shéﬂ nof be undertaken, in line wnth the operational framework of Urban Co-operative Banks.

b) The unsecured loan ceiling prescribed by the Bank shall not apply to loans granted to SHGs, as
these are treated as priority sector advances under RBI guidelines.
However, in the case of JLGs, loans extended without tangible collateral shall be treated as unsecured
advances and shall be governed by the Bank’s internal limits on unsecured exposure.
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¢) All SHG/JLG credit facilities shall comply with RBI guidelines on Priority Sector Lending, including
applicable norms on:

» Borrower/group exposure limits

e Asset classification and provisioning (IRAC norms)

¢ Risk management and prudential requirements

d) The quantum of loan to an SHG shall generally be linked to the group’s savings and cmdlt dlsuphne
As a guiding norm:

 Initial credit may be up to four times the group’s accumulated savings "

» For well-performing SHGs, the limit may be enhanced up to ten times theNSavings, based on
parameters such as repayment track record, regularity of savings, internal lending discipline,
and proper maintenance of records, supported by an internal ggaq'ﬁ%ggading mechanism.

e) JLGs, which are not required to maintain savings, shall be flﬁancéd based on the Bank’s credit
appraisal, including:

e Assessment of income and cash flows of members

e Mutual guarantee and group cohesion A
e Repayment capacity and past credit hlstow (5where avallable)
e End-use and risk mitigation measures

Restriction on Advances to Defaulters of Statutory Dues

The Bank shall exercise due diligence tae‘ﬁwe that credit facilities are not granted to borrowers who
are habitual defaulters of statutory’ dues, such as Provident Fund (PF), Employees’ State Insurance
(ESI), Goods and Services Tax (Gs‘i’) Income Tax, or other Government levies, in accordance with
prudent banking practices and RBI g,;ﬁdelmes

a)A declaratlon conflrmang Wf‘féﬁstatus of statutory dues shall be obtained from all borrowers at the
time of sanction, reﬁm&l ‘or enhancement of credit facilities.

b) While submisswn of documentary proof shall not be insisted upon in all cases, the Bank may call for
supporting emdence wherever:

o The: exposure is significant, or

o Thereis reason to doubt the correctness of the borrower’s declaratlon

c) Acceptable documentary evidence may include:
« Challans/receipts evidencing payment of statutory dues
» Certificate from Chartered Accountant / Statutory Auditor
* Returns filed with statutory authorities (GST returns, PF/ESI filings, etc.)
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o Any other reliable third-party confirmation, as deemed appropriate

d) It shall not be mandatory to obtain certificates from authorities such as the Regional Provident
Fund Commissioner, unless specifically required under any law or regulatory instruction.

e) In case of sick units or financially stressed borrowers, where delays or defaults in statutory dues
have occurred due to genuine financial constraints, the Bank may consider such prop(%als on a case-
to-case basis, subject to:

e Proper credit appraisal and viability assessment

o Justification recorded in writing

e Approval from the competent sanctioning authority

f) The Bank shall ensure that such exposures are closely momtored an
in place to mitigate associated risks.

"%ggs.sary safeguards are put

Loan Rules and General Terms and Conditions
a) Advances Against Bank’s Own Deposits

The Bank may sanction Demand Loans (DL) or Overdraftw(@t)) agalnst its own Term Deposits (FD/RD),
subject to the following terms and conditions: .~

Interest Rate:
e Forloans up to X25.00 lakh: 2% abw&@be applicable deposit rate
e For loans above X25.00 lakh: l%abqye the applicable deposit rate

Margin and Loan Period:

Period

Margin Maximum Limit

5% — 10% of principal + accrued 90% — 95% of principal + accrued
interest interest

Up to the maturity dé’{ﬁe, Sl
deposit™

e The loan pe{iod""ghall not exceed the maturity date of the deposit.
. Inteﬁest shall%be applied as per the contracted terms of the loan/OD facility.

Advances a%mst Third-Party Deposits:

o In case of loans against third-party deposits, the Bank shall charge commercial rates of interest
as decided by the Board from time to time.

o Proper lien marking, discharge of deposit receipt, and consent of the depositor shall be
ensured.

Staff Loans against Deposits: 4
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 Staff members may be granted loans against their own deposits at the same rate of interest as
the deposit rate, subject to a minimum margin of 5%.

Sanctioning Authority:
e Branch Managers and CEO are authorized to sanction such loans within delegated powers.

e All such sanctions shall be reported to the Board in the subsequent meetmg for post-facto

approval, wherever required as per internal delegation norms.

General Conditions:
e Lien shall be marked on the deposit and recorded in the system.
 In case of default, the Bank shall have the right to adjust the outstandtﬂg Ioah amount against
the deposit proceeds. "
» The facility shall comply with RBI guidelines and the Bank’s mtemaleredlt policy.

_____________________________________________________________________________ I 72 0 T o st o) s )

b) Advances Against Pledge of Gold/Silver Ornaments

This policy aims to establish a comprehensive framework, for, the sanction, disbursement, and
monitoring of loans against gold and silver collateral by the- &ank, in compliance with the Reserve Bank
of India (Lending against Gold and Silver Collateral) Dwegﬁions, 2025. It covers all gold and silver loan
products extended by the Bank, including both eorisumptlon and income-generating purposes, and
are applicable across all branches of the Urban Co- operatlve Bank. The policy ensures prudent risk
management, transparency, proper valuation and’ safe custody of collateral, adherence to regulatory
norms, and fair treatment of borrowers wﬁile%acrlltatmg access to short-term credit against idle gold
assets. 48\l

Eligible Collateral

’w.

The Bank shall accept tt@e fe"@,wing as eligible collateral for gold loan facilities, in compliance with RBI
guidelines: '

a) Permitted Collateral:”
e Gold jeweﬂe;ﬁy and ornaments
o Sﬂverjewcﬂlery and ornaments
» Goldeoins (within prescribed limits)
« Silver coins (within prescribed limits)

b) Ownership of Collateral:
e The collateral must be owned by the borrower
* Adeclaration of ownership shall be obtained in all cases
* Loans shall not be granted where ownership is doubtful
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The maximum permissible LTV shall be:

c¢) Valuation and Assaying:
» All collateral shall be subject to proper assaying for purity and weight
e Valuation shall be based on net gold/silver content, excluding stones or other materials
o Assaying shall be conducted in the presence of the borrower

d) Restrictions:
e The Bank shall not accept primary gold or silver (bullion) AN
o The Bank shall not accept financial assets backed by gold/silver (e.g., ETFs, m%ual%nds)
e The Bank shall not accept re-pledged gold from other lenders A Ny

e) Quantity Limits (as per RBI norms): anq{ 7
e Gold ornaments: up to 1 kg per borrower / Silver ornaments: up to\w kgp’er borrower
e Gold coins: up to 50 grams per borrower / Silver coins: up to 50 iﬁms/per borrower
e The maximum limit shall be subject to the reahzable/market va fgold or the Bank’s
exposure limits, whichever is lower.

f) General Conditions: ‘
« The Bank shall ensure proper documentation and e ord of pledged collateral
e Collateral shall be accepted only at designated]zgra@hﬂé"’h”és with proper storage facilities
o All guidelines shall be subject to RBI Direécft‘”?nrigjé?sued from time to time

Loan to Value (LTV) Ratio

l Loan Amount Maximum LTV I
Up to %2.50 lakh 85% ]
%2.50 lakh — %5.00 lakh 80% |
/Above %5.00 lakh 75% |

o LTV shall be mafmained throughout the loan tenure
s For bulletdyans,ftotal repayable amount shall be considered

Loan Termre
a) The maxuﬁwni tenure for buliet repayment gold loans shall be 12 months.
b) Loans may be renewed at the borrower’s request, subject to:
e Payment of accrued interest
e Compliance with LTV norms
e Account remaining a standard asset
c) All renewals shall be properly documented and recorded in the system, as per Bank policy.
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Collateral Management

a) The pledged gold/silver shall be handled only by Bank staff and stored in secure vaults at
designated branches.

b) The Bank shall ensure proper storage, safety, and insurance of pledged collateral.

c) Periodic verification and internal audit, including surprise checks, shall be conducted.

d) Collateral shall not be transferred between branches except under approved exceptional
circumstances. (N

e) The Bank shall release the collateral within 7 working days of full repayment, after d‘(sé""verification.

Disbursement and Repayment
a) Loan amount shall be disbursed only to the borrower’s bank account.

b) No disbursement shall be made to third-party accounts, except as permﬂted by regulations.
c) Repayment shall be made directly to the Bank without routing %broagh any third-party accounts.
d) The Bank shall ensure compliance with KYC/AML norms and appllcable legal provisions.

Auction Policy :

a) In case of default, the Bank shall initiate auction only aftar gwmg adequate notice to the borrower.
b) The borrower shall be provided sufficient trme fo repﬁy dues before auction.

c) Auction shall be conducted in a transparent manner , With public notice in newspapers.

d) The reserve price shall not be less than 90% of thé current value (85% in case of failed auctions).
e) Any surplus from auction shall be refunded”%;@ the borrower within 7 days.

Release of Gold

a) The pledged gold/silveri*céﬁétéerél shall be released to the borrower or legal heir upon full
repayment or settlement ef the'loan.

b) The release shallfgg effected on the same day, and in any case, not later than 7 working days from
the date of repayment

c) At the time of release the collateral shall be verified and returned in the same condition as
recorded at the time of sanction, to the borrower’s satisfaction.

d) In case ofdelay attributable to the Bank; compensation shall be paid as per RBI guidelines.

e) Proper acknowledgement of receipt shall be obtained from the borrower at the time of release.

Compensation Policy

The Bank shall compensate the borrower or legal heir in cases of loss, damage, or discrepancy in the
pledged gold/silver collateral during the loan period. In case of delay in release of collateral after full
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repayment, where the delay is attributable to the Bank, compensation shall be paid as per RBI
guidelines. Such compensation shall be fair, reasonable, and provided within a stipulated time.

Unclaimed Gold

Gold/silver collateral remaining unclaimed for a period of more than 2 years after full repayment or
settlement shall be treated as unclaimed. The Bank shall make periodic efforts te contact the
borrower/legal heir and shall place a half-yearly report before the Board/Committee for review.

Compliance and Monitoring N )

The Bank shall ensure strict compliance with RBI guidelines, KYC/AML nmm%, and internal policies
relating to gold loans. Adequate internal controls, periodic audits, and m(mjtorlng systems shall be in
place to prevent misuse, fraud, and multiple financing. All gold loanag ourﬁfs especially multiple loans
to a single borrower, shall be closely monitored, and any |rregular%,” ghall be promptly reported and
addressed.

Disclosure Requirements

The Bank shall disclose details of loans against. golé@'ééd silver collateral in its financial statements,
including outstanding amounts, average LTKW ratlgs NPAs, and auction details, in the format
prescribed by RBI. Such disclosures shall be ma&&wparately for consumption and income-generating
loans, ensuring transparency and regulatory compliance.

c) Advances Against NSC / KVP ;
The Bank may sanction loans agamsﬂﬁatlonal Savings Certificates (NSC) and Kisan Vikas Patra (KVP),
subject to the creation of a ;eg;st‘ered lien in favour of the Bank duly noted by the issuing Post Office.

Loan Period and Margi’é;,

Periog, | I Margin I Maximum Limit |

10% of (face value + accrued |Up to 90% of (face value +
interest up to date of accrued interest up to date of
advance) advance)

Up to 60 months of 5nafurity date
of the security, whichever is earlier

General Conditions:
e The loan period shall not exceed the maturity date of the NSC/KVP.
e Interest shall be applied as per the Bank’s applicable rates.
* The Bank shall ensure proper discharge and lien marking before disbursement.
e On maturity, proceeds shall be adjusted towards the loan outstanding, if not repaid earlier.
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d) Advances Against Life Insurance Policies

The Bank may sanction loans to its members against Life Insurance Policies (LIC), as such policies
provide stable and increasing security without exposure to market fluctuations. These loans require
minimal supervision and are considered reliable collateral.

Loans may be granted up to 90% of the surrender value of the policy, without msnstmgon addmonal
surety. '

Loan Tenure, Margin, and Limit

L Period ” Margin Maximum Limit
Up to 60 months or maturity date of policy,

whichever is earlier

TR ’ 4 0,
10% of surrender va‘l,ug u%:: oLl

Safeguards and Conditions

a) Only policies that are freely assignable shall be accepteg: -Pahmes under MWP Act, 1874 shall not be
accepted.

b) Policies should preferably be in force for a {easormble period (normally more than 2-3 years) and
should not be prone to lapse.

2 {,

c) Policies already as;signed or encumbe: d shall not be accepted.

d) Endowment policies shall be pr\eﬁeﬂrjg due to defined maturity.

e)In case of third-party polf@gs’,‘wmﬂrable interest shall be verified.

f) The Bank shall ensu eithat' )y

e Premiumsare regularly paid
» Latest p&ﬂﬁwm receipt is obtamed
. Age |s adnﬂtted by LIC

g)A confirma’tion from LIC shall be obtained regarding:
e Surrender value (including bonus)
e Registration of assignment
e Premium status (paid up-to-date)
e Non-issuance of duplicate policy
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Documentation and Assignment

o Borrower shall submit a declaration of no encumbrance and undertake to pay future premiums
e The policy shall be absolutely assigned in favour of the Bank

e Assignment shall be registered with LIC

e The Bank may obtain authority to debit premiums from borrower account, if required

Loan Type and Monitoring

e Loans may be granted as Demand Loan or Overdraft
e The Bank shall monitor premium payments through a due date diary:
e Borrower shall submit annual premium receipts ;

Custody and Release

» Policy documents shall be securely held in Bank custody and recorded in registers
e On full repayment, the policy shall be reassigned to tlgé ﬁorfower and LIC shall be notified

Maturity of Policy
In case the policy matures before loan closure, '(%he Béf"’ﬁ‘eéhall:

» Collect proceeds from LIC
¢ Adjust loan dues

e) Unsecured Advances A
Urban Co-operative Banks (U@ s)*;may extend unsecured loans and advances, with or without surety,
mcludmg facilities such. a9 chsique purchase and clean overdrafts, strictly in accordance with the
prudential limits pmgcrtbed by the Reserve Bank of India (RBI), based on the Bank’s Capital to Risk
Weighted Assets Ratlo,(fRAR) and Demand and Time Liabilities (DTL).

1. lnd1v1dga‘¥£5‘?pgsare Limits

The maxumum unsecured exposure to a single borrower shall be as under:

Criteria | DTLupto%10Cr |R10Cr-%s0cr [gsocr—%x100Cr  [Abovex100Cr |
ICRAR 2 9% [%1.00 lakh |%2.00 lakh |%3.00 lakh |%5.00 lakh |
ICRAR <9% [%0.25 lakh |%0.50 lakh |%1.00 lakh |z2.00 lakh |
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2. Aggregate Exposure Ceiling

The aggregate outstanding unsecured advances of the Bank shall not exceed 10% of its total assets, as
per the audited balance sheet as on 31st March of the preceding financial year, in line with RBI
guidelines.

3. Internal Prudential Norms

As on 31 March 2026, the Bank’s CRAR stands at 13.88% and DTL at ?16,147 56, Iakh thereby
permitting unsecured exposure up to X5.00 lakh per borrower.
Notwithstanding the above, as a matter of prudential risk management,. fhé Bank shall ordinarily
restrict unsecured advances to X1.00 lakh per borrower. Exposure beVand‘ ‘this threshold may be
considered only in the following cases: B e

o Salaried individuals (Government / Semi- Government) wuth salary accounts maintained with
the Bank %
e Borrowers with established and satisfactory repayﬁanf 4 ack record
e Customers with credit score of 650 or above, suppdfted by CIC reports
All such exceptions shall be duly justified, documentéd and sanctioned by the competent authority
within delegated powers. :

4. Scope of Unsecured Advances

a) Included: ‘
o Clean loans and oven;jqrafts
e Loans against person%l sef:unty
e Cheques purchased"//discounted

« Clean bills purchased.

b) Excluded: (
e Adva‘ngé’s;g;tféranteed by Central/State Government, Banks, or DICGC
. Ad'vg;nccés/ against Government receivables / supply bills -
« Advances backed by Letters of Credit (LCs) or Trust Receipts
e Advances against book debts not overdue beyond 90 days
 Salary-linked loans with irrevocable recovery arrangements
e Secured portion of partly secured advances
e Other advances deemed secured as per RBI classification
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5. Terms and Conditions
* Maximum Loan Amount: %5,00,000 (subject to eligibility and regulatory limits)
» Repayment Period: Up to 48 months, based on repayment capacity
e Rate of Interest: As approved by the Board of Directors / ALCO from time to time

6. Credit Appraisal and Eligibility

The Bank shall undertake proper credit appraisal to assess repayment capacity, base
income: &

 Salaried Borrowers: Up to 10 times net monthly salary 8 4

» Self-employed / Business Borrowers: Up to 8 times average m@ 1
ITRs/financials)

e Others: Restricted exposure (X50,000-%1,00,000) based on“do ummted income declaration /
affidavit

Income assessment shall be supported by:

e Salary slips / employer certificate
e Income Tax Returns / financial statemen'gs
e Bank account statements

» Other credible documentary evidence,

7. Surety and Security Norms

e Minimum two sureties, who mg members of the Bank, shall ordinarily be obtained
e Sureties must possess adéq%e financial standing and repayment capacity

8. End-Use and Purpose b

Unsecured advances §haffﬂbe granted for legitimate and productive purposes, including:

. Paf’sonal énd famlly obligations (marriage, medical, educatlon)
o Housmg—felated repairs or |mprovements
* Business and income-generating activities
e Other bona fide requirements of members
End-use of funds shall be verified wherever necessary.
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9. Monitoring and Risk Control

The Bank shall institute robust systems for:

Monitoring unsecured exposures and concentration risk
Preventing multiple financing and over-leveraging

Ensuring compliance with KYC/AML and CIC reporting requirements
Periodic review of loan accounts and early identification of stress

All unsecured advances shall be subject to ongoing supervision and internal audlt%@ ensure adherence
to regulatory and internal guidelines. : 4

Secured Loans (Individuals)

1. Housing Loan Policy \V
(As per RBI Master Circular RBI/2025-26/17 and applicable gu:del/nes fbr Urban Co-operative Banks)

1.0 Introduction

The Bank recognizes the strategic role of Urba,n Co- Qperatnve Banks (UCBs) in promoting housing
finance, particularly to priority sectors such as EWS Lf@ and MIG categories. Housing finance shall be
extended in line with RBI guidelines, prudential noerms, and the Bank’s credit risk framework.

1.1 Eligible Borrowers

Housing loans may be sanctioned t@w‘the followmg categories, subject to membership norms of the

Bank:

Individual members for puw:hase, construction, renovation, or extension of residential dwelling
units. &%

om?ag"""Societies / Group Housing Societies for development of residential

projects.
Statutory Housing Boards and Government Agencies undertaking housing schemes, particularly
for EWS, u@%nd MIG segments.

Existing property owners seeking flnance for repairs, additions, alterations, or up gradation of
residential units. :

1.2 Purpose of Loan

Housing finance may be extended for the following purposes:

Purchase or construction of new or existing residential houses/flats.
Repairs, renovations, and structural improvements to existing dwelling units.
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s Purchase of residential plots, subject to an undertaking for commencement of construction
within a reasonable and stipulated timeframe.
e Supplementary finance for completion of partially constructed houses.

* Housing projects supported by Government guarantees, including schemes for SC/ST
beneficiaries and slum rehabilitation.
1.3 Loan Limits

» Up to 80% of the realizable value of property, as assessed by a Bank-approved vaiuer or circle
rate (whichever is lower for prudence). d
* Housing loan limits shall be in accordance with RBI-prescribed ceilings appllcable UCB,S j

l Category of UCB |L Maximum Loan per Housmg Unit

Tier 1 UCBs [lup to 260 Iakh I

[Tier 2 UCBs WIUp to X1.40 crore |

Tier 3 UCBs ~ |lup to %2.00 crore |
|

lTier 4 UCBs “Up to X3.00 crore

A N

Prudential Exposure Limits:
e Single Borrower: Not exceeding 15% of Tier | C@P%' ‘Funds
e Group Borrowers: Not exceeding 25% of Tier tz&gaﬁpltal Funds.

s,

1.4 Security Norms

e Primary Security: EquutabIe/reglstered%’mortgage of the residential property financed.

e Collateral Security: Additional- *ﬁaﬁ%le security such as LIC policies, NSCs, gold, or other
acceptable assets may be obtamw%based on risk assessment.

e Guarantee: Third- party guarﬁﬁtee or Government guarantee may be considered where
applicable. é

e The Bank shall ensm ipliance with RBI’s Responsible Lending Conduct, including return of
original property dqcuments within 30 days of full repayment/closure.

1.5 Loan Tenure and Moratorlum
e Maximum T%ure Up to 20 years, including moratorium perlod
. l\%rai‘ay&m Period: :
o Lf”p to completion of construction, or
" Maximum 18 months from initial disbursement, or
o Asapproved by the Bank, whichever is earlier.
¢ Construction-linked disbursement stages:
o 20% — Foundation stage
o 40% — Construction stage
o 40% - Completion stage g
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1.6 Interest Rate and Charges
* Interest rates shall be determined by the Board from time to time based on cost of funds, risk
profile, and regulatory guidelines.
 Floating rate housing loans shall not attract foreclosure/prepayment penalties.
» Penal charges, if levied, shall be reasonable, transparent, and not capitalized.

1.7 Graduated EMI Scheme N
» The Bank may offer Graduated EMI facilities, permitting lower installments. during. the initial
period with gradual escalation, based on the borrower’s projected repayment c/épz;a‘f*c'i‘ty.

1.8 Disbursement Norms ¢ ~
e Disbursement shall be made in stages, strictly linked to the prograss .of construction and
verified by the Bank.
e Direct disbursement to builders/developers shall be avo&dgd théss the property is fully
completed and legally compliant.
e End-use of funds shall be monitored to ensure proper utxhzatlon

1.9 Exposure Ceiling '
e Housing loans under Non-Priority Sector shall not exwe 25% of total advances.

e Exposure to Real Estate Sector (exclu@mg Musmg loans) shall not exceed 5% of total
advances.

e Both fund-based and non-fund- based e)(pg;yi'es shall be considered for ceiling limits.

1.10 Priority Sector Classmcatlon a4
Housing loans shall qualify under Priority Sector Lending (PSL) subject to RBI norms:
P % W
L Category J [, Loan Limit Property Cost Ceiling ]
. 4JUp to 235 lakh |Up to 245 lakh ]

|Up to %25 lakh |lup to %30 lakh |

v

‘Metropolitan Centers
|Other Centers

1.11 Additional / Supplémentary Finance
1.11.1 GeneraI,PkoSI;sioh
The Bar’ik"'?nayt“%xtend additional or supplementary finance to borrowers for carrying out repairs,

alterations, additions, or upgradation of residential houses / flats already financed by the Bank,
subject to assessment of the borrower’s repayment capacity.

1.12 Advances to Builders / Contractors
1.12.1 General Restriction
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The Bank shall generally refrain from financing builders and contractors, as they typically receive
advance payments from buyers, and such financing may lead to dual financing risk

1.12.2 Permitted Cases

Finance may be considered for small contractors who:
e Undertake construction on their own, and
e Do not receive advance payments

Such loans shall be:
e Secured by hypothecation of construction materials
e Sanctioned as per RBI guidelines and Bank norms

1.12.3 Appraisal & Safeguards

The Bank shall ensure:
¢ Proper assessment of creditworthiness and repaymem‘ éspac:ty
e Margin of 40%-50%
¢ Drawing power based on actual stock
e Periodic inspection and stock verification.». {

1.12.4 Security & Restrictions

¢ No finance for purchase/acquusml n o
e land, if accepted as collateral, shaILébe valued at current market value only
¢ Additional collateral security may be obtained, if required

1.12.5 Disbursement Norm$

e Payments rec«elved‘*&ball be adjusted towards loan account
e Housing loans to ihdwnduals shall be disbursed in stages linked to construction progress
5 Upfront/hﬁ‘np sum disbursement is not permitted for under-construction projects

1.13 Pret@ut %ﬁs and Compliance

The Bank shall ensure strict due diligence and compliance with regulatory requirements:
 Verification of clear and marketable title, including checks against duplicate or fraudulent
documentation.

e Proper validation of borrower income, repayment capacity, and creditworthiness.

4
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« Avoidance of financing properties in unauthorized layouts/colonies, unless duly regularized by
competent authorities.

« Compliance of housing projects with National Building Code and local municipal regulations.

« Periodic inspection and monitoring of financed properties.

2. Loan Against Vehicles (Hypothecation of Vehicles)

2.1 Introduction

The Bank may extend loans to individuals, firms, and other eligible borrowers for tﬁé‘;ﬁurchase of new
and used vehicles for personal or commercial use. Such loans shall be governed-by prudential norms,
borrower repayment capacity, and RBI guidelines applicable to Urban Co;qu?‘ative Banks.

2.2 Rate of Interest

The rate of interest shall be as determined by the Board from t|me*‘to time, in accordance with RBI
directives and the Bank’s internal credit risk assessment frameWere.

2.3 Sureties

e A minimum of 2 sureties of sound fmanc;al s{aﬁdmg, preferably members of the Bank, shall be
obtained.

e The Bank may, based on risk perceptnon %nd“borrower profile, stipulate additional safeguards
where necessary.

2.4 Loan Limits, Margin, and Repaymef;fltéi%s

2.4.1 Non-Commerciol Vehicles

« New Cars (All T@es)

Loans may be sant ',Oned with a repayment period up to 84 months. Margin shall range
between 10% tﬁ 15% of the on-road cost (basic price + road tax). Loan amount shall be
restricted te 85% to 90% of such cost or as per exposure norms, whichever is lower.

e New Two%eelers / Motorcycles:

Leans may?‘be sanctioned with a repayment period up to 48 months. Margin shall range
betwaen 10% to 15% of the cost (basic price + road tax), with loan eligibility restricted to 85%
to 90% of such cost or as per exposure norms, and whichever is lower.

« Used Cars / Motorcycles:

« The vehicle shall not be older than 4 years; however, in exceptional cases, vehicles up to 5 years
old may be considered, provided additional acceptable security is offered by the borrower.
Loans may be sanctioned for pre-owned vehlcles with a repayment period of 48 Months for
two wheeler and for 4 wheeler 60 months. A minimum margin of 25% shall be maintained, and
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the loan amount shall not exceed 75% of the value assessed by a Bank-approved valuer,
subject to exposure norms.

2.4.2 Commercial Vehicles

¢ New Commercial Vehicles:
Loans may be sanctioned with a repayment period up to 84 months. A minimum‘margin of 15%
shall be maintained, and the loan amount shall not exceed 85% of the quotatlon va"fﬂe, subject
to exposure limits. ¢

e Used Commercial Vehicles (Not older than 5 years): /
Loans may be sanctioned with a repayment period up to 60 months Jwitham hlmum margin of
30%. Loan shall be restricted to 70% of the value assessed by a Bank@ﬁﬁ%ved valuer, subject
to exposure norms.

2.5 Security

The loan shall be secured as follows:

* Primary Security: Hypothecation of the vehicle finaheed by the Bank.

e Payment shall be made directly to the deales/rﬁanufacturer through banking channels such as
RTGS/NEFT/DD/Pay Order.

» Original invoice/receipt shall be obtamed’*ﬁm& verified.

e The Bank’s lien/hypothecation shall” *@e registered with the Regional Transport Office (RTO)
and endorsed in the Registration. gextglcate (RC).

e A designated Bank official shall vg;;fy the original RC to confirm the Bank’s lien and record the
same in the loan file g

+ For used vehicles, an «31"@ and Traffic Police clearance certificate/NOC shall be submitted
confirming no pendmg ﬁu%s or violations.

2.6 Insurance

o The financed, vehlcle shall be comprehensively insured, with the policy assigned in favour of
the-Bank'and containing the Bank Clause.

. Th@;borf‘@wer shall ensure timely renewal of the insurance policy throughout the loan tenure.

« In case of failure, the Bank reserves the right to renew the policy at the borrower’s cost.

» In the event of accident, theft, or damage, the borrower shall immediately notify the Bank,
Insurance Company, and Police authorities, providing complete details

2.7 Disbursement and Operational Guidelines

» Disbursement shall be made directly to the dealer/vendor.
40|TMCBL
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e The Bank shall ensure that the vehicle is registered with RTO with hypothecation in favour of
the Bank before/within the stipulated time.
» The following RTO forms shall be obtained in duplicate, duly executed:
o Form 20, 29, 30, 34, and 35 (as applicable)

2.8 Inspection and Monitoring
« The financed vehicle shall be inspected at least once annually by a Bank official

» Inspection reports shall be documented and preserved.
» The Bank shall monitor repayment performance and take timely action in case of |rregu|armes

2.9 Documentation

The following documents shall be obtained and duly executed:
e Demand Promissory Note (DPN)
e Hypothecation Agreement / Deed
o Letter of Lien and Set-off at
e Registration Certificate (RC) with Bank’s hypothecatlon é@dorsement
¢ Insurance Policy with Bank Clause .
e RTO Forms (Form 20, 29, 30, 34, 35 as apphcable?
e Guarantee Letters from Borrower and Saretles

2.10 Registers and Records

The following records shall be mamtamag and updated:
e Advances Register
 Inspection Register .,
+ Valuation Report File_ ",
e Documentation ﬂegister

2.11 Additional Comp ce Measures

o Th@ Ban%sff%ﬂ assess the repayment capacity and credltworthmess of the borrower before
s’amnom .

 CIBIL /Credit Information Reports shall be obtained and verified.

* Allloans shall comply with KYC/AML guidelines and internal audit requirements.

e Exposure limits and asset classification norms as per RBI shall be strictly adhered to.

Delegation of Powers — 2-Wheeler Vehicle Loans (Under Hypothecation)

(Special Resolution No. 15 dated 22nd March 2022)
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The Bank may extend term loans to Individuals, Proprietorships, Partnership Firms, and Companies for
acquisition of plant and machinery required for business, manufacturing, and service activities. Such
loans shall be governed by prudential norms, internal risk assessment, and RBI guidelines applicable to
Urban Co-operative Banks..

3.2 Purpose and Loan Structure

Loans under this category shall be sanctioned for the following purposes:

e Purchase_of_New_Plant_&_Machinery: %
Loans may be granted for acquisition of new machinery directly from manufacturers or
authorized dealers. The repayment period shall not exceed 84 months, with a minimum margin
of 25% of the invoice/quotation value. The loan amount shall be.restrlcted to 75% of the
invoice value. {

» Purchase_of_Old/Second-Hand_Machinery:
Loans for purchase of used machinery shall be con5|dgred on’fy if the machinery is not older
than 4 years and is in good working condition. Thefwrepayment period shall not exceed 48
months, with a minimum margin of 35% based aluation. The loan amount shall be
restricted to 65% of the value assessed by a Ban gﬁ%ﬁoﬁd valuer.

3.3 Exposure Limits

The maximum loan amount shall be subject‘tg the prudential exposure limits prescribed by RBI and
internal policies of the Bank for: /

e Single borrower exposure w

« Group / connected borrowar"%xposure

3.4 Rate of Interest

The rate of interestishall, be as determmed by the Board from time to time, based on cost of funds,
credit risk assessment;. and RBI directives. The Bank may adopt risk-based pricing depending on the
borrower’s finan¢ial §trength and repayment capacity.

3.5 Security,lahdzklvllargin

The loan shall be secured as under:
e Primary Security: Hypothecation of plant and machinery financed by the Bank.
e Collateral Security: Equitable mortgage of immovable property with clear and marketable title,
free from encumbrances.

4

The following margin requirements shall be maintained:
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e Minimum 25% margin on the cost of machinery.
e Minimum 25% margin on the realizable value of immovable property offered as collateral.

3.6 Sureties

At least two sureties of sound financial standing, preferably members of the Bank, shall be obtained to
strengthen the credit risk mitigation.

3.7 Disbursement Procedure

Disbursement of loan shall be strictly controlled to ensure proper end-use: + «

» The loan amount shall be disbursed directly to the suppller/ve & ’ﬁrough banking channels
such as RTGS/NEFT/DD/Pay Order. 3

» Disbursement shall be made only against original mvmc%&{qubtatlons duly verified by the
Bank.

* Stamped receipts from the supplier shall be obtained(g‘fi}dretained on record.

¢ The sanctioned amount shall be cross-verified with Tﬁvpfee value prior to disbursement.

o Physical verification of machinery at the borrower’*s .premises shall be carried out to confirm
installation and existence. 2

3.8 Collateral Property Requirements N’

The immovable propérty offered as collate ,aI sﬁ’all comply with the following:
e The title must be clear, ma;f?mble, and free from encumbrances.
e Encumbrance Cerﬂf@atg (EC? for a minimum period of 15 years shall be obtained.
. A legal opinion from t ] Bari'k’s empanelled advocate shall certify:
o Valid and: mér{( able title
o Absence of legal disputes
o Borrower’s right to create mortgage
e The charg‘él”shallybe registered with CERSAI within the stipulated time.

3.9 Valuation Nerms

» Valuation of machinery and immovable property shall be conducted by independent valuers
approved by the Board.
e A borrower declaration shall be obtained confirming:
o Ownership of the property
o Property is self-acquired and free from litigation or statutory claims
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3.10 Mortgage Documentation

In case of equitable mortgage by deposit of title deeds:
e A Memorandum of Deposit of Title Deeds (MODTD) shall be prepared and recorded by the
Bank.
e The memorandum shall be executed only by the Bank official receiving the documents,
evidencing deposit of title deeds.
e The document shall not create or extinguish rights, thereby avoiding compulsory fgglstratlon
under the Registration Act, 1908.

£

e The charge shall be mandatorily registered with CERSAI. l
3.11 Post-Disbursement Monitoring
The Bank shall ensure continuous monitoring of the loan:

e A post-disbursement inspection shall be conducted to venfy’ mstallatlon and functioning of
machinery.

e End-use of funds shall be strictly verified. :

e Periodic inspections shall be conducted at |east oné‘éfm a year

e Continuous monitoring of account operaﬂ@ns an’ﬂ repayment performance shall be ensured.

3.12 Insurance

» The hypothecated machinery aq@,mégg’aged property shall be adequately insured against risks
such as fire, earthquake, riots,strike, and other applicable risks.

e The insurance policy shallxgﬁf%éi(n a Bank Clause, assigning benefits in favor of the Bank.

» Insurance shall be kept valid throughout the loan tenure.

The following documents shaII be obtained and properly executed:
1. Demand Pramissory Note (DPN)

Lett‘m; of tien and Set-off

Hypotﬁ*ecation Agreement / Loan Aéreement
Mortgage Deed / Title Deeds

Encumbrance Certificate

Legal Opinion Report

Valuation Reports (Property & Machinery)
Supplier Invoices / Quotations ‘

©oONOU A WN
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10. MODTD (where applicable)

11. Lease Deed / Title Documents (in case of leasehold property)

12. Undertaking for payment of taxes, insurance, and statutory dues
13. Guarantee Agreements (Sureties)

3.14 Registers and Records

The following registers shall be maintained and updated periodically:
e Advances Register
e Insurance Register
e Property Register
e Documentation Register
e Inspection Register

3.15 Additional Risk & Compliance Measures

e The Bank shall ensure compliance with KY@/ M %norms and internal audlt requirements.
e Any irregularities or early warning sugna!s shall bé reported and monitored promptly.

4.1 Introduction

The Bank may grant Cash Cred;gjg ") +/ Working Capital limits to eligible borrowers to meet short-term
business requirements. These %faé%mes shall be secured primarily by mortgage of immovable property
and governed by RBI guideﬁnés ‘and the Bank’s Credit Policy.

4.2 Eligibility

Cash Credit’ faeih;f@s«may be sanctioned to:
o ?f‘aprnet@rshlp Concerns
 Partnership Firms
e Private / Public Limited Companies

o Other legally constituted business entities

Note: Advances to Co-operative Societies shall be governed separately as per applicable regulatory
provision
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4.3 Assessment of Working Capital Requirements

4.3.1 Method of Assessment
» Working capital limits shall be assessed based on the Projected Annual Turnover (PAT) method
for limits up to the threshold prescribed by the Board.
 For higher limits or complex cases, the Bank may adopt the Operating Cycle / Production
Method. ~

4.3.2 Minimum Financing Norms (Turnover Method)
e Total Working Capital Requirement: 25% of projected annual turnover
» Borrower’s Contribution (NWC): Minimum 5% of turnover
e Bank Finance: Maximum 20% of turnover

4.3.3 Alternative Assessment )
Where the traditional method indicates a higher requirement, the sa‘mg r‘nay be considered, ensuring
that bank finance is not less than 20% of projected turnover, subject 10 wabnhty and prudential norms.

4.4 Maximum Credit Limit (MCL)

The sanctioned limit shall be within the exposure geil?ﬁgséépproved by the Board:
e Single Borrower: Up to %180.31 takh N/
e Group Borrowers: Up to 300. 51 ‘lakh

(Subject to RBI prudential exposure norms and capital adequacy considerations.)

4.5 Terms and Conditions

* Rate of Interest: As determined by the Board from time to time in line with RBI guidelines.
«  Margin Requirements: .
o Stock: Wmm%m‘so%
o Book. Debts@fommum 40%
o Sureties: Minimum two sureties of sound financial standing, preferably members of the Bank.

4.6 Security", "
 Primary Security: Hypothecation of'stock (raw materials, WIP, finished goods) and book debts. -
 Collateral Security: Equitable mortgage of immovable property with clear and marketable title.

e Loan Limit: Up to 80% of realizable value of property

4.7 Drawing Power (DP) and Operations
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» Drawing Power shall be calculated based on eligible stock and receivables after applying
stipulated margins.

e Book debts exceeding 90 days and debts relating to returned goods shall be excluded.

» Drawals shall be strictly restricted to the available DP or sanctioned limit, whichever is lower.

* Operations in the account shall be monitored to ensure funds are utilized strictly for business
purposes.

4.8 Disbursement and Control

e The CClimit shall be operated through a running account subject to DP calc\“cﬂatlans
e The Bank may route major payments through the CC account to ensure €nd-usi '
e In case the borrower has existing credit facilities with other banks : ﬁ’&*ﬂb]ectlon Certlflcate

(NOC) shall be obtained before sanction. §

4.9 Stock and Book Debts Statements

« Borrowers shall submit monthly stock and receivables statements containing:
o Opening stock, purchases, sales, and cIosmg S’teck
o Quantity, rate, and value of stock items "

» Statements shall be verified and recorded-in the 'Stock Statement Register.
» Delay or non-submission may result in f?eezmg of DP / suspension of operations.

L

4.10 Inspection and Monitoring

» Stock and book debts shall be inspected at least once a year or more frequently based on risk
perception. ;
 Inspection shall ensure:.
o Existence andquaﬁty of stock
o Exclusionef ok foiete/damaged goods
o Verification of debtors (age-wise classification)
o Conflrmatnon of outstanding receivables
o Insurance coverage and statutory compliance shall also be verified during inspection.

4.11 Coﬂa@@ral and Legal Compliance

. lmmovable property offered as collateral shall:

o Be free from encumbrances

o Be supported by Encumbrance Certificate (minimum 12 years)

o Be supported by legal opinion confirming clear and marketable title
» Borrower shall submit a declaration of ownership and non-encumbrance.
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» Mortgage shall be created by deposit of title deeds, and charge shall be registered with
CERSAL.

4.12 Valuation

 Stock valuation shall be based on cost price or market price, whichever is lower.
» Collateral property shall be valued by Bank-approved valuers.
 Periodic revaluation may be carried out based on exposure and risk.

4.13 Insurance

» Hypothecated stock and mortgaged property shall be adequately msur‘ﬁd“agamst fire and allied
risks.

e Policies shall contain the Bank Clause. @
e Renewal of insurance shall be ensured throughout the loan tehuf%e

4.14 Registration of Charges (for Companies)

¢ In case of companies, charges shall be:
o Registered with the Registrar of Cmnpéﬁ%es (ROC)
o Verified to ensure no pnor/subsg‘gtlng cﬁ%rge adversely affecting Bank’s interest

4.15 Display of Charge

e A name board of the Bank mdrcating charge over stock shall be prominently displayed at the
borrower’s business premlsésﬂ

4.16 Control Returns and Moﬁit&i’ﬁg

»fﬁs from branches shall be reviewed.
o Irregularities such as:
o Excess drawings
o, Cheque returns
) ‘Non-submission of stock statements
“shall be promptly identified and corrective action initiated.

4.17 Documentation
The following documents shall be obtained and properly executed:

1. Demand Promissory Note (DPN)
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Continuity Letter
Letter of Lien and Set-off
Hypothecation Agreement
Mortgage Documents / Title Deeds
Declaration of Ownership and Non-Encumbrance
Valuation Reports (Stock & Property)
Memorandum of Deposit of Title Deeds (MODTD) Ay
Legal Opinion Report 1
. Insurance Policies with Bank Clause
. Guarantee Agreements (Promoters/Partners/Directors)
. Letter of Authority for routing receivables to Bank
. Undertaking for submission of invoices and stock statements

WO NOWLAWN
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4.18 Registers and Records
The following registers shall be maintained and updated:

* Hypothecation Register

» Drawing Power Register

e Stock / Market Price Register

» Book Debts Register (Age-wise)
e Balance Confirmation Register
e Insurance Register .
e Monthly Stock Statement Reglstef
e Property Register F
e Documentation Register .-
o Inspection Register 4 .

e Credit appralsaf§hall include financial analysis, banking conduct, and cash flow assessment.

o CBIL/C feports shall be mandatorily obtained.

o CQm ,i‘?@g With KYC/AML norms and audit requirements shall be ensured.

. Ea%y. W#I‘nmg Signals (EWS) shall be identified, and accounts shall be monitored to prevent
sllppage into NPA.

4.1Renewal of Cash Credit / Working Capital Limits
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Introduction

Cash Credit / Working Capital limits shall be renewed annually to ensure continuity of operations,
subject to satisfactory account conduct and compliance with Bank norms.

Renewal Request

* The borrower shall submit a written request for renewal of the Cash Credit / Workmg Ca" ital li
before the due date.

* The request shall include a declaration confirming:

» Continuation of the same line of business
e No material adverse change in financial position
» Proper utilization of bank finance

¢ No diversion of funds

Documents for Renewal

1. Written Renewal Request Letter from wgrrowér’
2. Declaration from Borrower confirming: ..
o Continuity of business g
o No change in ownershlp/cons i utlon (or details if any change)
o No additional borrowmgs w;thout Bank’s consent

3. Latest Documents (Property’ﬁax / GST/ Income Tax as applicable)

(Note: Additional financial staﬁemfents or documents may be called for, if required, based on risk
perception or account ﬁegfarﬁmﬁce )
Review Parameters

While renewwgig‘”’the&facmty, the Bank shall verify:

o Satlsfactoryfconduct of the account (no persistent irregularity)
® Submission of stock statements and DP calculations
e Regular servicing of interest

* No overdue / NPA status

* Adequacy of security and insurance coverage

e Latest inspection findings
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Sanction of Renewal

* Renewal shall be approved by the competent authority as per delegation of powers.
* Any change in limit, margin, or terms shall be based on account performance and risk assessment.

5. Term Loan / Overdraft / Business Loan against Immovable Property

5.1 Introduction

The Bank may extend Term Loan, Overdraft (OD), or Business Loan facmtles agamst mortgage of
immovable property to eligible borrowers for personal, business, and otherdawful purposes. These
facilities shall be granted in accordance with RBI guidelines, prudential exposure fnorms, and the Bank’s

internal credit policy.

5.2 Eligibility

The following borrowers shall be eligible:

e Individuals who are Regular or Associate Members ofthe Bank.

e Residents within the Bank’s area of operation (ﬁelagaw and adjoining service area).

e Borrowers engaged in gainful employmgnt proT“éssmn, or business activity.

e Applicants with sound credit hlstory, fma%&a’l discipline, and proven repayment capacity.

5.3 Purpose of Loan

» Purchase, constructio éﬁbvation, or improvement of residential or commercial property in

approved areas.
* Business expansion;working capital support, or other productive economic activities.
* Higher educatmn ‘of children or dependents in recognized institutions.

. Any/otheﬂavyful purpose not prohibited by RBI or Government regulations.

Loans skaﬁsgot beﬁgranted for speculative or prohibited activities.
5.4 General Conditions
 Loans shall be sanctioned only against clear and marketable title of immovable property.

» Property may be held singly or jointly by the borrower, spouse, or immediate family members.
» The property must be situated in approved layouts / legally permitted areas.
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The Bank shall not finance:

e Properties located in unauthorized layouts or non-approved zones.

e Agricultural land (unless specifically permitted under policy/regulation).

e Properties involving minor’s interest.

e Properties acquired through Power of Attorney (PoA) transactions lacking clear title.

Borrower Profile Requirements:

Salaried Individuals: .
o Preferably employed with Government / Semi- Government / reputed private
organizations :
o Minimum 3-5 years of service
o Submission of Income Tax Returns (ITR) for last 2-3 véars
¢ Self-employed / Business Borrowers: : 4
o Minimum 3 years of business continuity
o Submission of ITR, GST returns, and financial stateMents
o Existing borrowers with satisfactory repayment track“ffe'cord shall be given preference.
e First-time borrowers must submit bank statements ‘and financial credentials.
* Two sureties of sound financial standing shalt‘be‘mandatory

5.5 Loan Quantum / Limit

The maximum loan amount shall be theals)’w;eSt‘of the following:

» Exposure limit as per RBI prudential norms and Board-approved policy.

» Up to 80% of the realizable value of property, as assessed by a Bank-approved valuer or circle
rate (whichever is Iower for prudence).

e In exceptional c&ses ‘higher LTV (up to 85%) may be considered with proper justification and
approval at h:ghe a@thorlty

e The EMl/obllgatloh shall not exceed 70% of the borrower’s net income.

. Clubbmg of famlly income may be permitted subject to co-obligation and repayment capacity.

5.6 Dlsbursement of Loan

e Disbursement shall be made strictly through banking channels (RTGS/NEFT/DD/Pay Order).

e In case of property purchase, payment shall be made directly to the seller at the time of
registration.

e For construction or other purposes, disbursement shall be made in stages based on progress
verification.
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« Cash disbursement is strictly prohibited.
5.7 End-Use Monitoring
« Borrower shall submit a declaration/undertaking on end-use of funds.

« The Branch Manager shall verify utilization through inspection and documentation.
« A Post-Disbursement Monitoring Register shall be maintained for all such loans.*

5.8 Repayment and Tenure
« Term Loans may be sanctioned for a maximum period of up to 180 rm)nths (1§ years), including
moratorium.
o Overdraft Limits:
o Sanctioned for one year, subject to annual revnew»%m
conduct. '

newal based on satisfactory

5.9 Rate of Interest

« Interest shall be charged at monthly rests at rates ﬁeterm?ned by the Board.
« Rates shall be subject to periodic rewsmn bagé on market conditions and RBI guidelines.

5.10 Security

o Primary Security: Mortgage (Reg;,stgredr/ Equitable) of immovable property.
o Collateral: Additional securlty may be ‘obtained depending on risk perception.

Conditions:

e Property must W@y@ ar, marketable, and encumbrance-free title.

0 Encumbran%eﬁﬁggate (minimum 15 years or as required) shall be obtained.
e Legal opinion fror'h empanelled advocate is mandatory.

o CERSAI regl'strat’on of charge shall be ensured.

e Al Qﬁgiﬁaf title deeds shall be held by the Bank.

o In ctase ofjomt ownership, consent / partition deed shall be obtained.

« Additienal guarantors/co- obhgants (spouse/children) may be insisted upon

5.11 Valuation and Legal Compliance

« Property valuation shall be carried out by a Bank-approved valuer.
o Valuation shall consider market value, distress.value, and circle rate.
o Borrower shall submit declaration confirming:
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5.12 Insurance

5.13 Documentation (to be Submitted by Borrower)

Entity-Specific Documents: |

5.14 Documentation to be Exegutgﬁ v

o Ownership
o Absence of litigation or statutory dues

Property shall be insured against risks such as:
o Fire, earthquake, flood, and other hazards
Insurance policy shall include Bank Clause.
For construction loans, construction risk insurance shall be obtained.

Loan Application with Project Report (if applicable)

KYC Documents (Aadhaar, PAN, Address Proof)

Income Proof (ITR, Salary Certificate, Financial Statements)
Bank Statements

NOC from existing lenders (if any)
Property Tax Receipts and Utility Bills
Approved Building Plan and Cost Estimate (for cor}ﬁmctlon)

e,

Proprietorship: Declaration, KYC, adgl?éss proof
Partnership Firm: Partnership Deed Reglstratlon Certificate, KYC of partners
Company: Certificate of Incorpofatmn, MoA/AoA, Board Resolution, ROC compliance

Demand Promlsmry N@;é (DPN)
Continuity Leae
Loan Agreement /Sanctlon Terms
Mortgage Deed / MODTD
Title @é”’éds*wnh full chain
Enéumbﬁance Certificate
Valuation Report
Legal Opinion
Letter of Lien & Set-off
Guarantee Agreements
Undertakings for:
o Payment of taxes and statutory dues ‘
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o Insurance renewal
o Construction as per approved plan

5.15 Registers and Records
The following records shall be maintained:

e Advances Register

e Property Register

¢ Documentation Register

e Insurance Register

e Inspection Register

e Post-Disbursement Monitoring Register

5.16 Additional Risk & Compliance Measures

 CIBIL / Credit Reports shall be mandatorily obtained. .
» Proper credit appraisal and DSCR analysis shall be x‘:m‘“@dout

e Compliance with KYC/AML norms is mandatory

¢ Early Warning Signals (EWS) shall be momtorad te prevent asset slippage.
e Allloans shall be subject to internal audi; and regulatory inspection.

P, #

6. Educational Loan Scheme
6.1 Objective

The Educational Loan Scheme m@ o provide financial assistance to meritorious and deserving
students for pursuing highet: gdsucat:on in India and abroad. The scheme is designed to ensure that no
eligible student is depnyed édwtatlonal opportunities due to financial constraints, while maintaining
prudent credit and risk mgnagement practices.

6.2 Purpose and gj‘q‘glbi‘&Expenses

The loan, 5ﬁaﬁ ve'granted to cover reasonable and necessary expenses directly related to the course of
study, mcl&@mg

 Tuition fees, hostel fees, and other fees payable to the institution

e Examination, library, and I'aboratory fees

e Purchase of books, instruments, equipment, and uniforms

» Caution deposits, building fund, and refundable deposits (supported by receipts)
» Travel expenses/passage fare for studies abroad -
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e Purchase of computer/laptop essential for completion of the course
e Expenses for study tours, project work, thesis, etc.
e Any other expenses as indicated in the institution’s fee structure/brochure/demand letter

6.3 Eligibility Criteria

3.1 Student Eligibility

e The student shall be a member / nominal member of the Bank. %, s

» Admission must be secured in a recognized institution in India or abroad through a merit-based
selection process or entrance examination.

e The student must have a satisfactory academic record.

e The applicant shall not have any overdue/default in emstmg',lﬁans with any financial
institution.

3.2 Co-Borrower

e Parent(s) / Guardian shall be co-borrower(s) and pr@«{g}i’a&biy‘members of the Bank.
e The co-borrower shall have stable income and rep&men?capauty

g, ©

3.3 Eligible Courses

» Graduate, Post-Graduate, Professnaﬁal ahd Diploma courses conducted by recognized
umversutles/colleges in India and abmaf}

6.4 Quantum of Finance

e Loan shall be need- bdsedr,» cﬁnsvderlng course cost and future earning potential.
e Maximum Limitg ua%m 00 lakh (for studies in India and abroad).
e Margin: Mmjmumaﬁ% of total cost to be borne by the borrower.

6.5 Security
Security,sha'llw/fm obtained based on loan amount and risk assessment:

e Primary: Assignment of future income of the student
e Collateral Security (where applicable):

o Immovable property (land/building)

o NSCs, KVPs, or other Government securities

o Life Insurance Policies

o Bank deposits
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e Security may be provided in the name of student / parent / guarantor.
6.6 Sureties

e Minimum two sureties of sound financial standing, preferably members of the Bank, shall be
obtained.

6.7 Rate of Interest

o Interest shall be charged at 10.25% per annum or such rate as may be @@lseﬁ by the Board
from time to time.
e Interest shall be applied at monthly rests.

6.8 Moratorium and Repayment

e Moratorium Period:

o Course period + 6 to 12 months after compleﬁan (or until employment, whichever is
earlier).

e Repayment Period:
o Upto 15 years after commencement @f repayment

e Interest during the moratorium may be:. =
o Serviced during study period, or \
o Capitalized and added to the principal, at the borrower’s option.

6.9 Disbursement

e Loan shall be disbur&gd in ,%;ges), based on demand from the institution.

« Payments shall be eﬁgrectly to the educational institution / vendor through banking
channels.

e« No cash dlsbwsement shall be permitted.

6.10 Monitoring and Follow-up

“ ?hm;tu&ant shall submit periodic progress reports / mark sheets.
« The Bank shall monitor:
o Academic progress
o Continuation of course
o Utilization of funds
¢ Post completion, the borrower must inform the Bank regarding:
o Completion of course
o Employment details

4
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6.11 Other Conditions

» Loan shall be sanctioned in the joint name of student and co-borrower.
e Borrower shall submit an undertaking to:
o Inform change in address/contact details
o Inform employment status
The Bank may obtain a standing instruction / ECS mandate for EMI recovery.
The Bank may, where feasible, obtain a salary deduction undertaking from empléy;"‘éi;,v“

6.12 Charge Creation

e Charge on collateral security shall be registered with CERSAI within ;ﬁ_g'ﬁ'r65cribed time.

6.13 Processing Charges

L

e Processing, documentation, and other service charges shall’ be levied as per the Bank’s
approved service charge policy. % @
e The Bank may waive or reduce charges for merltorvous Swdents at its discretion.

\ ™

6.14 Documentation

i,

The following documents shall be obtained:

e Loan Apphcatnon Form »
e Admission Letter from Instltumm )

» Fee Structure / Demand Letter..

e KYC Documents (Student ‘Co-borrower)
e Academic Records '
 Income Proof ofi€o-
o Collateral Smlty%cuments (if applicable)
e Guarantee Agreements

. Undertakmg for repayment and compliance

6.15 Reglsters and Records
The followmg records shall be maintained:

o Advances Register

e Educational Loan Register
* Documentation Register
e Disbursement Register
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e Follow-up / Monitoring Register
6.16 Risk & Compliance Measures

» Credit appraisal shall include repayment capacity of co-borrower and employability of
student.

e CIBIL / CIC reports shall be obtained for co-borrower.

e Compliance with KYC/AML norms shall be ensured.

e Accounts shall be monitored to prevent slippage into NPA category.

7. Staff Overdraft Facility

7.1 Introduction

The Bank may grant Overdraft (OD) facilities to its permanent employe to meet short-term personal
financial requirements on concessional terms, subject to service conditions, internal policy guidelines,
and applicable rules of the Bank. ;

The proposal for extension of Overdraft (OD) facility to eliét g staff members, as approved in-principle
under Resolution No. 13 dated 30-12-2025, is heyre\\bycfﬁhaj‘ﬂy approved.

7.2 Eligibility N\

e Permanent employees with a minim m‘pf 03 years of continuous service.
« Employees with satisfactory sen fée Fecord and conduct.
e Salary account must be ma’inta/med with the Bank.

7.3 Purpose

e To meet genuin p@r%nal and emergency financial needs.
« The facility shall’ rmt ‘be used for speculative or prohibited purposes

7.4 Limit v
o Q%rdr ft limit shall be fixed board and it will be fixed on staff designation and there experience

7.5 Rate of Interest ,
« Interest shall be charged at a concessional rate, as approved by the Board, and applied at
monthly rests.

7.6 Security and Surety
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» Primary Security: Undertaking for recovery from salary and lien on terminal benefits.

» Surety: Two co-employee surety may be obtained; may be waived for lower limits at the
discretion of the sanctioning authority.

7.7 Operation and Repayment
e The OD account shall be operated as a running account within the sanctioned limit.
* Adjustments shall be made through monthly salary credits. Ay
e The account shall be kept regular at all times.
* In case of resignation, retirement, or termination, the entire outstandmgf shall become
immediately due and shall be recovered from terminal benefits or other dues,

7.8 Monitoring and Review
e The facility shall be reviewed every 3 years.
* Any irregularity or excess drawing shall be regularized promﬁﬂy

7.9 Documentation
e Loan Application and Salary Certificate
e Demand Promissory Note (DPN)
o Letter of Lien and Set-off
e Salary deduction undertaking
e Guarantee Letter (where applicable)

7.10. Tenor

e The OD facility shall be sanct;oned for a period of three (3) years, subject to periodic
review/renewal as per the Bahk’s policy.

7.11 Records
« Staff Overdraft ﬁ%gf%ﬁ s
» Documentation, Reg%ster
e Recovery/ Monlfgorlng Register

8. Bank%@gjgrﬁnvtee Policy
8.1 Purpose =~

The Bank shall issue financial guarantees only to support genuine trade and credit-related transactions
of its customers. Issuance of performance guarantees shall not be permitted, in line with regulatory
guidelines applicable to Urban Co-operative Banks.

4
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8.2 Maturity
e Bank guarantees shall generally be issued for short to medium-term durations.
» Under no circumstances shall guarantees be issued for a period exceeding 10 years.

e The tenure shall be aligned with the underlying transaction and risk exposure.

8.3 Volume / Exposure Limits

e The total outstanding guarantees shall not exceed 10% of the Bank’s ane% unds (paid-up
capital and reserves).
e Within this ceiling, unsecured guarantees, if permitted by the Board, shall be restrlcted to the
lower of:
o 25% of Owned Funds, or
o 25% of total outstanding guarantees 1 ;
e All guarantees shall also comply with single borrower ané frdup exposure limits as per RBI
norms. 7

8.4 Secured Guarantees

e The Bank shall preferably issue guarantees agalﬁst adequate tangible security.
e Acceptable securities include: L Y
o Immovable property (Iand/bunldmé%v

Government / Public Sector chds

NSCs / KVPs
Life Insurance Policies (witb
Term Deposits with. the Bank

Counter- guarantee of Central/State Government, Financial Institutions, or Insurance
Compames
« The reahzable vawef

rrender value)

0O 0 O O O

curity shall at all times cover the guarantee exposure.

8.5 Unsecured Guaraﬁteés

e Asa m@ﬁgf”ﬁf policy, the Bank shall discourage issuance of unsecured guarantees.
o Any excé‘ptlon shall require: '
~'Strong financials and creditworthiness of the borrower
o Prior approval of the Board / competent authority
o Strict adherence to prudential exposure limits

8.6 Deferred Payment Guarantees (DPG)

o DPGs may be issued for acquisition of capital assets, subject to:

62| TMCBL




The Mahaveer Co-op. Bank Ltd., Credit
1157, Shree Renuka Towers,
Anantshayan Galli, i
Belagavi-590002 POI Cy
Phone : 0831-2407120/2407121/4212236 | 2026 27

o Total exposure (including DPG) being within prescribed limits
o Detailed appraisal of project viability and cash flows
o Application of term loan appraisal norms
e The Bank shall ensure that the borrower has adequate capacity to meet future obligations.

8.7 Safeguards in Issuance

The following safeguards shall be strictly observed:

e Guarantees shall be issued on serially numbered security stationery. :

e Guarantees above specified limits shall be jointly signed by two authorized efflcials

o Copies shall be maintained at Branch and Head Office for control and. monltorfng

e Guarantees shall not be issued to customers without proper credl appraisal even if no fund-
based facility exists.

* Where the borrower has banking arrangements elsewhet:e banker’s opinion / NOC shall be
obtained.

e Guarantees issued in favour of other banks shall be subject 6 full due diligence and higher-
level approval.

8.8 Payment of Invoked Guarantees

e The Bank shall honour guarantees pronaptly and without demur, upon valid invocation as per
terms. %

o Delays or refusal to honour guaranteé& shaII be avoided, as they may affect the credibility and
reputation of the Bank.

8.9 Documentation and Records

e Proper documentati(;ﬁ: fﬁélhding counter-indemnity, security documents, and agreements
shall be obtameé%z ,
e ABank Guarantee ‘Regnster shall be maintained, recording:
o lIssue date amount, beneficiary, expiry date
9 Secumy details
Iﬁvbcatlon / closure status .

8.10 Monitoﬁhg and Control

e Periodic review of outstanding guarantees shall be conducted.

e Expired guarantees shall be cancelled and liability extinguished after obtaining proper
confirmation.

e Adequate provisioning and risk assessment shall be carried out as per RBl norms.
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Handling of Export Documents
In accordance with the guidelines issued by the Reserve Bank of India (RBI), Urban Co-operative Banks
(UCBs) which are not authorized as Authorized Dealers (AD Category-l) in foreign exchange shall not

undertake any activity relating to export documentation or foreign exchange transactions.

Accordingly, the Bank shall strictly adhere to the following:

¢ The Bank shall not handle export documents on behalf of its customers. .«
e The Bank shall not issue any undertaking, letter of authority, or comfort f&g\Amhorlzed Dealer
(AD) banks for negotiation or collection of export bills.
e The Bank shall not authorize any AD bank to debit its account in respect.
export bills. A
« The Bank shall not engage, directly or indirectly, in:
o Export documentation
o Foreign currency transactions
o Trade-related credit arrangements involving f

f returned or unpaid

Any such activity would amount to unauthorized dealing.in forei'g‘"n exchange and would be in violation
of the provisions of the Foreign Exchange Management Act (FEMA), 1999 and related RBI regulations.

The Bank shall ensure strict compliance w;thwjfheSe regulatory restrictions to avoid penalties and
maintain adherence to the legal framework«goyernmg foreign exchange transactions in India.

Priority Sector Lending (PSL) Taf‘g’éts

» Introduction

rd’aace with the RBI (Priority Sector Lending — Targets and Classification)
Jectlve of ensuring adequate and timely flow of credit to priority sectors

This policy is framed m“a
Dlrectlons 2025, with

This pollcy sHaM apply to The Mahaveer Co- -operative Bank Ltd., Belagavi, bemg a Primary Urban Co-
operative Bank (UCB).

» Priority Sector Categories

The Bank shall classify advances under the following categories:
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PSL targets shall be computed on the basis of the higher of:

e Agriculture allied.

e Micro, Small and Medium Enterprises (MSME)
e Export Credit

e Education

e Housing

e Social Infrastructure

* Renewable Energy

e Others

» Basis for PSL Computation

e Adjusted Net Bank Credit (ANBC), or
» Credit Equivalent of Off-Balance Sheet Exposures (CEOBSE)™

as on 31st March of the preceding financial year. Inter-bank exposi%gs shall be excluded from such
computation

> PSL_Targets A
The Bank shall ensure that 60% of ANBC or CEQK?E (whlchever is higher) is extended to the

Priority Sector. Within this, a minimum of 7. 5% Iall be extended to Micro Enterprises and 12%
to Weaker Sections, in line with RBI gwdellnes

» Key Eligible Segments

e Agriculture
Loans to individual farmém and SHGs/JLGs for crop loans, allied activities (dairy, poultry,
fisheries, etc.), farmmecbamzatlon KCC, and loans against agricultural produce (as per RBI
limits).
Note: Lend/rrg td éa«Operat/ve farming societies is not permitted.
e MSME - )

All loans to MSMES including micro and small business units, village and cottage industries,
and PMfDY overdrafts.

°L Educétmh
Loans up to X25 lakh for educatlon including vocational courses.
e Housing

Loans for purchase, construction, and repair of dwelling units within RBI limits, including
affordable housing.

e Social_Infrastructure
Loans up to X8 crore for schools, sanitation, and water facilities, and up to %12 crore for
healthcare (in centers with population below 1 lakh).
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e Renewable_Energy
Loans up to X35 crore for projects and X10 lakh for individual households.

e Others
Loans to SHGs/JLGs (non-agriculture), distressed persons (up to %1 lakh), and microfinance
borrowers.

» Weaker_Sections
Advances to weaker sections shall include lending to small and marginal farme 'SHGs/JLGs,
SC/ST beneficiaries, women, PMJDY account holders, persons with dlsablhtle and minority
communities, as per RBI norms. %

» Monitoring_and_Compliance n ,
The Bank shall monitor PSL achievement on a quarterly basis and énstre proper classification
and reporting as per RBI guidelines. Any shortfall shall b acf%k,s%d through focused lending
efforts, and non-achievement may result in contribution to au)? or other specified funds and
may impact regulatory approvals.

» General_Guidelines

Interest rates shall be as per RBI norms. No chaa:g’és shaII be levied on loans up to X50,000. The
Bank shall acknowledge all loan apphcaﬁons ‘?amure proper documentation, and monitor end-
use of funds. Each loan shall be classnfled%pdgr only one PSL category.

P
E

> Restrictions
The Bank shall not lend to co-operatlve farming societies. Provisions relating to on-lending to
NBFCs, securltlsatlon/IBPC a‘nd&co Iendmg are not applicable to UCBs.

Delegation of Pogve
» Objective
To ensure efﬂcnent credit delivery, timely decision-making and operational flexibility, the Bank

delegatesrertg anctioning powers to designated officials, subject to defined limits, controls, and
reporting mgchémsms

» Branch Managers’ Authority

Branch Managers are authorized to sanction the following loan facilities within limits prescribed by the
Board:
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e Gold Loans
e Loans against Bank’s Own Term Deposits (FDs)
e Loans against NSCs / KVPs / LIC Policies

All such sanctions shall be:

e Within the delegated financial limits and policy guidelines Ay,
e Supported by proper documentation and due diligence '

A monthly statement of sanctions shall be submitted to the Head Office and placed before the Board /
Loan Committee for ratification.

» Internal Audit and Oversight

e Internal Audit / Inspection Department shall verify that delegated powers are exercised:
o Within approved limits
o In compliance with policy and regulatory guldeﬁm:s
o With proper appraisal and documentation (
e Any deviation, irregular sanction, or excess over géiegated powers shall be:
o Immediately reported to the Head Offict
o Placed before the Board of Dlrectors for“f‘evuew and corrective action
 Instances of sanction beyond authority by:sehior functionaries, including CEO/Chairman, shall
be specifically reported to the Board.

» Control and Accountability

o Delegated powers shall be exerused with prudence, transparency, and accountability.
e All sanctions shall be ub;eet to:

o Post-facto, ré\(‘%w

o Cone«rrghtﬂnternal Audit

o Regulatory inspection

Monitoring Operations in Loan Accounts
Post-Sanction Monitoring

Effective post-sanction monitoring is essential to ensure proper utilization of funds, safeguarding of
security, and early detection of stress in loan accounts.
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Responsibility and Internal Controls

Purpose-Specific Utilization:
Branches shall ensure that drawals from Cash Credit / Overdraft and other facilities are strictly
utilized for the sanctioned purpose. Any diversion or misuse of funds shall be treated seriously.
Security Monitoring:
Periodic verification shall be carried out to ensure that primary and collateral securities remain
adequate, enforceable, and properly maintained throughout the loan tenure.
Monitoring of Stress Accounts:
Accounts showing early warning signals or likely to slip into NPA category shallb
monitored through: g
o Increased frequency of inspections
o Stock verification and control
o Ensuring routing of all sales proceeds through the loan accoum, N :
o Strengthening of security (including conversion to pledge, wh@xé"necessary)
Restrictions on Clearing Instruments: : ,
o Drawals against clearing instruments shall be permltfed )
rated customers and within prudent limits. '
o Issuance of Banker’s Cheques / Demand Draft /PaYOrders against uncleared effects is
strictly prohibited, particularly in irregular Qr dyé?drawn accounts.
o Such facilities shall be limited to rellable ||;strttments such as bank drafts or
Government cheques.

ly in select cases of well-

Branches shaII maintain robust m%,al control systems to prevent misuse of funds, fraud, and
operational lapses. 4

Proper checks and balances shau be enforced in all loan operations.

Staff Accountabilitys., y

Any act of negl:geng&z isuse of authority, or fraudulent conduct by staff shall be dealt with
strictly, mcludmg lsc;p‘ﬁnary action as per service rules.

All# ad’v, i;es' shall be subject to half-yearly review by the Loan Committee / competent
aufhgnty
The review shall cover:

o Asset classification and account conduct

o Compliance with sanction terms

o Adequacy of security

o End-use of funds and overall credit quality
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Valuation of Properties
e Valuation of collateral securities shall be carried out by independent, qualified, and Bank-
approved valuers.
e Valuers shall have no direct or indirect interest in the borrower or transaction.
» Revaluation of properties shall be conducted at least once every three years, or earlier if
required.
e A Valuation Register shall be maintained and updated at the branch/Head Office™,

Empanelment of Valuers '
» Valuers shall be qualified professionals (Engineers/Registered Valuers) approved by the Bank.
e The Bank shall maintain an updated panel/list of approved valuers WIth perlodlc review of
their performance. i,

Diversion of Funds

Diversion of funds shall be strictly prohibited and includes:
e Utilization of working capital funds for long-term assets .
* Investment in group concerns / subsidiaries without approval
e Routing of funds through unauthorized bankmg chaﬁﬂels
e Investment in securities without Bank’s consent
e Unjustified large cash withdrawals v f
e Non-routing of sales proceeds through,thé#eéh account

g, %G,

Such instances shall be treated as serlous m'ggularltles and may attract:
e Recall of loan \ Yo
» Levy of penal interest .
* Initiation of legal/recovery proceedings

End-Use Verification

The Bank shall ensuré"p}bper end-use of funds through:
* Periodic iﬁ;becti;on of secured assets
® Scrutfwy of Borrower’s books of accounts and financial statements
. Momtoring of external banking arrangements
 Review of progress reports in case of project loans
e Annual site visits to borrower’s business premises
» Stock verification (at least once in six months)
» Obtaining Chartered Accountant’s certificate, wherever necessary, confirming utilization of
funds
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Monitoring and Reporting
* Allirregularities and early warning signals shall be reported to higher authorities without delay.
¢ Corrective measures shall be initiated promptly to prevent slippage into NPA.
» Monitoring shall form part of internal audit, concurrent audit, and regulatory inspection.

Exchange of Credit Information

In accordance with RBI guidelines and sound credit risk management practices, The Ma‘haveer Co-
operative Bank Ltd., Belagavi has established a structured system for the%exchawge of credit
information. This framework supports informed lending decisions, cred|t dkmplme, and risk
mitigation.

Membership of Credit Information Companies (CICs)

e The Bank is a member of all four CICs registered under the éredlt Information Companies
(Regulation) Act, 2005, namely:
o TransUnion CIBIL
o Equifax
o Experian
o CRIF High Mark S W
e This is in compliance with Segtlon 15(1) of the Act and RBI directive
DBR.No.CID.BC.59/20.16. 055/2014 15
e The Bank shali:
o Regularly submit credit q&&;@%cluding historical records, to all CICs
o Ensure accuracy, coraﬁlé’t"‘eﬁess, and timeliness of data submission
o Rectify duscrepanc:és prémptly, if any

Credit Information Reparts ((:fns)
e The Bank sﬁgﬁ ebiaih Credit Information Reports (CIRs) from one or more CICs as part of the
credit apgrglsal ‘and renewal process.
. CIRs shajl’be,used to:
4 o “Assess creditworthiness and repayment history
“&,_Identify existing liabilities and over-leveraging
o ""Support risk-based lending decisions

Information Sharing in Multiple / Consortium Banking

To ensure transparency in cases of multiple banking arrangements:
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e Declaration by Borrower: -
Borrowers shall disclose all existing credit facilities availed from other banks/financial
institutions at the time of sanction.

» Periodic Information Exchange:

In respect of accounts with exposure of %5 crore and above (or as prescribed by the Board/RBI),
the Bank shall:
o Exchange credit information with other lenders on a quarterly basis (
o Monitor account conduct and exposure levels
 Professional Certification:
Periodic certification regarding financials and statutory compliance may be bl;gtajhed from:
o Chartered Accountants % 4
o Company Secretaries Y
o Cost Accountants

* Use of Multiple CIC Reports: .
The Bank shall make effective use of reports from all CICs to ensure comprehensive
assessment.

Consent and Confidentiality

e All loan agreements (fresh and renewaIs);»s{haﬂl,i'ri?ﬂude a consent clause authorizing the Bank to:
o Obtain and share credit informatign with CICs and other lenders

» The Bank shall ensure compliance with: e’
o Data privacy and confidentiality norms

o Applicable legal and regulatbr)&iréquirements
Monitoring and Compliance
e The system of cr/edip.i’n’far'n;;tion exchange shall be periodically reviewed by the Head Office.

* Any discrepancies,or non-compliance shall be rectified promptly.
e The process*shg!,yl;b@’;subject to internal audit and regulatory inspection.

Central Elgct{dﬁig Régistry (CERSAI) under SARFAESI Act, 2002

The Bank i:§a1;gg‘i/stéred with the Central Registry of Securitization Asset Reconstruction and Security
Interest of India (CERSAI). All security interests created in favor of the Bank, particularly equitable
mortgages, shall be registered with CERSAI to:

e Prevent multiple financing against the same asset
e Mitigate risks of fraudulent transactions

» Establish the Bank’s priority charge over secured assets
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The Bank shall ensure:

e Timely registration, modification, and satisfaction of charges
e Continuous updating of records in the CERSAI system
o Compliance with timelines prescribed under the SARFAESI Act and Rules

Disclosure and Monitoring of Defaulting Borrowers

o The Bank shall submit, on a quarterly basis, details of: p
o Suit-filed accounts with outstanding of X1 crore and above to CICs
o Wilful defaulters with outstanding of X25 lakh and above
e The Bank shall:
o Verify borrower credit status through CIC platforms
o Avoid extending credit to defaulters / wilful defaulters: ?g‘ ated entities
o Maintain strict vigilance over borrowers with adverse«r élt history

Linking Shareholding to Borrowing

e Inaccordance with RBI guidelines, borrowers may, beweqmred to subscribe to the Bank’s shares
to the extent of 2.5% to 5% of the loan amount
e This requirement shall be waived if the Bank mamtams CRAR above 12%, as permitted by RBI.

e Share linking shall comply with appllcable provisions of the Co-operative Societies Act and
Bank’s Bye-laws. »

Interest Application

The Bank shall follow income r cégﬂition and accounting norms as prescribed by RBI:

o Non Performmg&As bts« NPAs)
o Interest shaﬂﬁnot be recognized as income if overdue beyond 90 days

o Such mteré*st shall be recorded under “Interest Receivable” and offset by “Overdue
Interest Reserve”
e« P rfmmmg Assets:
Interest shall be recogmzed on an accrual basis
7If the account becomes NPA, previously accrued interest shall be reversed or fully
provided
e The Bank shall:
o Follow uniform accounting practices under the Banking Regulation Act, 1949 (AACS)
o Ensure that Overdue Interest Reserve is not treated as owned funds
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Provisioning Norms
The Bank shall make provisions on advances in accordance with RBI prudential norms:

Loss Assets

e Assets identified as irrecoverable shall be:
o Fully provided (100%) or o b Ny®
o Written off, as per audit/regulatory directives Ry,

Doubtful Assets

i A

» Accounts remaining sub-standard beyond 12 months shall be cIassii;@d as doubtful.

Provisioning:
e Unsecured Portion: 100%
e Secured Portion:
o Uptolyear: 20%
o 1-3years: 30% o s
o Above 3 years: 100% Ay

R,

Sub-standard Assets

e Assets overdue for more than SOday : nd up to 12 months
* Provision: 10% of outstanding:balance

Standard Assets

« Performing assets with rio overdue beyond 90 days

Provisioning:

. Agriculture.& MSME: 0.25%

« Commercial Real Estate (CRE): 1.00%

« CRE —Residential Housing: 0.75%

e Others: 0.40%

e These shall be classified under “Standard Asset Provision” and may be included in Tier Il
Capital, as per RBI norms.

Additional Provisions
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e The Bank may make higher provisions based on:
o Asset quality deterioration

o Sectoral risks
o Regulatory requirements or internal assessment

Provision for Employee Benefits
» Liabilities towards Provident Fund, Gratuity, and Pension shall be:

o Determined based on actuarial valuation
o Fully provided in the Profit & Loss Account annually

General Terms and Conditions
» Applicants and sureties must submit valid income proof.

o A member shall act as surety for a maximum of three live loan e%mts
e Processing fees shall be collected at the time of application.
¢ Incomplete applications shall be rejected without notlgg,

e The Bank reserves the right to: Ny

o Demand additional security/sureties

o Reject any application without ass;gnmgfeasons
» Additional safeguards:

e}

At least one surety from outside tffé*”%ame organization, where applicable
o Consideration of credit hlstcmf f borrower and sureties
o Sanction validity: 3 montfz§ ’b@yond which fresh processing required
o Annual review for Imwt,s -above %10 lakh

e Applicants with:
o Poor credlt ht§
o Legal recov cases
o Outsf’m’f‘dmg ‘penal charges

sh ll,be ineligible or subject to stricter scrutiny

RecoveryP oCbg;fTre
Repayment and Monitoring »
e Allloans shall be repaid through monthly installments (EMIs).
e On default:
o Immediate follow-up and notice shall be initiated
o Persistent default may lead to NPA classification

SMA Classification (Special Mention Accounts)
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Loan accounts shall be classified as SMA based on overdue status as per RBI guidelines:
e SMA-0: Payments overdue up to 30 days
e SMA-1: Payments overdue between 31-60 days
e SMA-2: Payments overdue between 61-90 days
Accounts overdue for more than 90 days shall be classified as Non-Performing Assets (NPA).

NPA Classification

An account shall be classified as NPA if:
e Interest/principal remains overdue for more than 90 days
« CC/OD accounts remain out of order for 90 days
« Bills/receivables remain unpaid beyond 90 days

Legal Action
e In case of continued default:
o Demand notice shall be issued granting reasonable tlme (generally 15 days)
o Cases shall be referred to:
= NPA/Recovery Committee % ©
» Registrar of Co-operative Societies [ Mbitratlon

;:»,: TN

Staff Accountability o i
o Officials responsible for lapses in appralgal moriltorlng, or recovery may be held accountable.
e Appropriate dlscaplmary action shall be mlﬁated in case of negligence.

Recovery under SARFAESI Act o,
e  Wherever applicable, the Banf@ sﬁaall invoke provisions under the SARFAESI Act, 2002 for
enforcement of security mterést, without court intervention, to expedite recovery.

Conclusion: This Loan Pollcex,‘approved by the Board of Directors, shall guide all lending operations of
the Bank and may be amﬁ’d&éwﬁom time to time. Any changes arising from RBI directives or statutory
requirements shall‘be. | pﬁemented immediately, and the policy shall remain in force as a dynamic
document until revise »M:,:,\}"‘the Board.

The Mahaveer Co-operative Bank Ltd.; Belagavi

!

ChiefS&s Officer/Vice-Chdirman/Chairman
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