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THE PROCEDURE FOLLOWED IN THE DECISION MAKING PROCESS INCLUDING CHANNELS OF SUPERVISION AND ACCOUNTABILITY
The brief procedure as prevalent at present and followed for sanction and disbursement of loan is as under:  
Procedure for Sanction of Loan or otherwise
1. Submission of Loan Application by the Promoter(s)/Borrower(s)
1.1 The promoter(s)/applicant(s) seeking loan from the Corporation is/are required to submit duly filled in application in prescribed form, KYC Information and documents in prescribed Form, affidavit in non-judicial stamp paper in prescribed format, necessary documents as per the checklist, a project profile for loan upto `20lakh/detailed project report for loan above `20lakh and credit risk rating from an outside reputed rating agency like SMERA, CRISIL, ICRA, ONICRA etc. for loan above `2 Crore. 
1.2 The loan application form, KYC Form, format for affidavit and the general checklist of documents can be obtained by the applicant(s)/promoter(s) free of cost either from any office of the Corporation or can be downloaded from the website <www.osfcindia.com> of the Corporation.

1.3
The loan application shall only be signed by the applicant(s)/ promoter(s/ director(s)/Authorised Signatory and the same shall be submitted at the concerned branch office of the Corporation along with other documents. All the documents shall be countersigned by the applicant(s)/ promoter(s/ director(s)/authorised signatory mentioning “submitted by me/us”. 

2
Processing of loan application and sanction/rejection

2.1
The processing officer/staff at BO will check the application form, documents as per the check list with its enclosures and will enter the particulars of the name and address, type of project, cost of project, requirement of loan etc. in an enquiry register.
2.2
 After going through application as well as the project profile, a list of further information/particulars required from the promoters with regard to the management, marketing, source of promoter’s contribution, net worth of the promoters, KYC information etc., shall be prepared and communicated to the applicant for submission within 7 days.
2.3
If the reply is not received within 15days from the date of communication, a reminder shall be sent to the applicant to submit the information within a week. If there is no response even to this letter, the application shall be recommended for temporary closure. The application shall be closed permanently after a period of three months from the date of receipt of the application, unless the promoter specifically requests to keep the proposal pending.
2.4
The Branch Office shall obtain account statement from the banker for the existing and the associate concern(s) of the promoter(s)/applicant(s) and the promoter should furnish relevant papers regarding arrangement made for availing working capital limit from the bank for the unit.
2.5
As soon as all the relevant information/ papers are submitted, the Branch Office shall ensure receipt of the prescribed fee for the Advocate/ Chartered Valuer from the applicant before out sourcing the legal / valuation work and such an application may be considered as a Received application. A register of all the received applications may also be maintained at the Branch office.
2.6
In respect of the valid received application, the branch office will entrust the case to the empanelled advocate for verification of the title of securities & formation of legal opinion. Similarly the paneled valuer will be entrusted the task of valuation of all the security, estimation of investment and all related job required for appraisal of the project. The report received from the Third Party Entity i.e. Advocate/ Chartered Engineer / Valuer shall be thoroughly examined and duly accepted or rejected with justifications by the Branch Manager.
2.7
If the proposal meets the security and other norms of the loan policy, a team shall be suitably constituted by the Branch Manager to take up the pre-sanction inspection. The team shall contact individual promoter(s)/ partners/ Directors/mortgager(s)/guarantor(s), visit their residence(s) to verify his/her/their present and permanent residential address as furnished under KYC norms, factory site, proposed mortgaged properties, banker and other relevant places to verify all aspects related to the promoter(s), project, marketing, suitability of factory location, security etc. and submit the report in the prescribed format with specific opinion/ recommendation to the Branch Manager. 
2.8
The loan proposal may thereafter be discussed in the Branch Level Screening Committee meeting to which the promoter may be invited, if felt necessary. The proposal will be thoroughly deliberated by the members and the minutes of the meeting will be drafted incorporating the specific observation / recommendation of the committee. The loan proposals along with recommendation of the Branch Level Screening Committee will be submitted to the Credit Department(CD). .Before sending the proposals to HO, the BO shall collect the required processing charge in respect of cases recommended by the BLSC. However, on recommendation of the BLSC, the proposal may be endorsed to HO without accepting processing charge for further verification, credit appraisal and risk rating of the loan proposal. In such cases, the processing charge shall be accepted by the BO in respect of cases found to be economically viable/coming within acceptable risk grades before placement of the proposal before MD Committee either for sanction or for recommendation to EC/Board for sanction. No processing charge shall be collected in respect of the cases recommended by BLSC for rejection.
2.9
At CD, the case will be thoroughly scrutinized and further information/documents if required may be called for. 
After receipt of the required papers/information, the credit appraisal and rating of the loan proposal shall be undertaken using CART software in eligible cases for exposure upto `100lakh. If required, the financial projections submitted by the applicant may be reworked using available excel package/software before entering data into CART software. The forwarding memorandum shall be prepared and the same along with the CART generated Appraisal & Rating report shall be placed before the MD Committee in deserving cases in respect of the proposals with exposure upto `50lakh. In respect of cases with exposure above `50lakh and upto `100lakh, the proposal shall be first placed in the MD Committee for deliberation as well as recommendation and thereafter to the sanctioning authority i.e. Executive Committee for approval.

2.10
In respect of cases with total exposure exceeding `100lakh or cases ineligible for processing under CART, a detail Appraisal report shall be prepared and the project found technically feasible and financially viable may be sent to the Risk Management Division (RMD) for risk rating. The RMD may furnish the internal credit risk rating report along with views on the external credit report in applicable cases to Credit Operation Division(COD).
2.11
On receipt of the credit risk report from RMD, the COD will suitably amend the appraisal memorandum taking into account the rating report of RMD and place the proposal before the MD committee for sanction or otherwise in respect of cases where the total exposure is upto `50lakh and recommendation or otherwise in respect of cases above exposure limit of `50lakh.

2.12
The cases recommended by the MD Committee for sanction by the Executive Committee/Board shall be placed before the Sanctioning Authority as per the delegation of powers for a decision. The applications which are recommended for rejection shall be communicated to the applicant with reasons for rejection.
2.13
Issue of Letter of Intent

After sanction is accorded by the appropriate authority, the promoter/applicant shall be asked to deposit the required upfront fee in shape of cash/DD at the concerned BO/HO and upon submission of the Money receipt against deposit of required upfront fee, the Letter of Intent(LoI) containing the terms and conditions of sanction shall be handed over to/issued in favour of the promoter/applicant giving maximum thirty days time for acceptance by the promoter/borrower. The LoI in the prescribed format (as circulated vide CD circular No.07/2011-12 dtd. 07.05.2011) against sanction up to `.20.00 lakh shall be issued under signature of the Branch Manager with copy to the General Manager, DIC, Manager/DGM(CD/BDD), JGM(Finance) and legal Documentation Department at HO. Similarly, Manager(COD) at H.O. will issue communication of LoI for cases of sanction above `.20.00  lakh with copy to the concerned GM, DIC, Branch Manger, JGM(Finance) and legal Documentation Department at HO. A register for the sanctioned cases shall be maintained at the appraisal section of B.O./Credit Department at H.O. The register shall contain all necessary data about the promoter and the project for future use.
3.
Procedure for Documentation  
3.1 Once the loan is sanctioned, and acceptance of LoI by the promoter/borrower is received, the documentation may be taken up at B.O. level for sanctions up to Rs.20.00 lakh as per delegation and at H.O. for sanction above such limit.
3.2 The Branch Office / Legal Documentation Division at H.O. may immediately issue a check list to the promoter requesting for submission of the requisite documents for execution of legal agreement as per the Legal Documentation Policy of Corporation.
3.3 On receipt of original documents needed for execution of agreement, the documentation shall be completed within 10 days from the date of endorsement of the file to the designated officer.
3.4 After execution of the agreement, the file shall be endorsed to the Disbursement Section of B.O./ CoD of H.O. Before endorsing the file to disbursement section, the designated Officer shall enclose a copy of the documentation completion report in the prescribed format and clearly mentioning that all the pre-documentation conditions have been complied with. 

4.
Procedure for Disbursement of loan

4.1
Once the agreement for the sanction loan is executed by the promoter/borrower and Documentation towards the sanctioned loan is completed in all respect as per the documentation policy of the Corporation, the disbursement section of B.O. or COD at HO shall immediately write a letter to the promoter to comply with the requirements of LoI. The requirements shall include bills, challans, M.Rs, consignment notes, valuation report from the panel of chartered valuer for building and other civil works, certificate from a Chartered Accountant towards source and utilisation against creation of assets, insurance coverage for both industrial and collateral security, sanction order for working capital and other requirements as per the terms and conditions of the LoI. In case of non-response/non-compliance within a month, a reminder may be issued giving 30 days time failing which the sanction may be cancelled giving a show cause notice.
4.2
 The Corporation will release loans only after the borrower fulfils or complies all the relevant terms and conditions stipulated in the LoI. 
4.3
On necessary compliance of the terms and conditions of the letter of the intent and submission of disbursement request along with progress report of implementation in Format-UI-1, certificate of Chartered Accountant in support of expenditure in Format-UI-2, valuation certificate from a paneled chartered valuer against building and civil works etc, by the promoter, the unit shall be inspected by the Corporation for verification of the assets created by the promoter(s). The  Ist verification of asset may be conducted jointly by Legal and Technical Officer to properly identify the mortgaged premises and to ensure that the assets are created within the mortgaged plot.
4.4
The disbursement Officer shall calculate the eligible amount of disbursement on the basis of the value of the assets acquired keeping the schematic provision in view and maintaining required margin of security. Thereafter, he will prepare a disbursement note and get necessary approval from B.M./HoD(CoD)/M.D. as per delegation.
4.5
 Deviation to the terms and conditions of sanction, change in schematic provision with regard to fixed assets, diversion of funds from one head to other head shall not be allowed in general. However, in the interest of the project if it is felt that some deviations are required to be allowed the same shall be done with approval from competent authority.
4.6
After necessary approval, the Finance Deptt.at HO/Accounts Section at BO shall be requested for adjustment/release of payment. The cheques/DD prepared for payment may be sent back to Disbursement section of BO/CD for delivery as per approved Disbursement Note. Alternatively, suitable advice to the branch office will be given to release the disbursement in favour of the borrower at B.O. level.

4.7
The repayment schedule for each disbursed amount shall be prepared and sent to the borrower along with the disbursement and the acknowledgement thereof shall be obtained for records.

4.8
The interest during implementation being a part of preliminary and pre-operative expenses is required to be paid by the promoter as and when due. No disbursement shall be allowed to the defaulting units. However, adjustment of default from the eligible disbursement may be considered, where ever desirable.
4.9
The promoters should take effective steps to complete the project within the original schedule. However in case of delay for reasons beyond the control of the promoter, the installments for repayment may be rescheduled after the last disbursement, if required subject to clearance of interest dues.
Procedure for disposal of OTS Proposal:

· OSFC has launched OTS policy 2011 w.e.f. 02.05.2011.

· It is an ongoing Policy.
· The loan portfolio classified as Bad & Doubtful as per the prudential norms and guide lines of RBI/SIDBI on asset classification and continuing as such for at least  2 years preceding the date of OTS application shall be eligible to avail the opportunity of OTS subject to fulfillment of eligibility norm as stated in the OTS policy -2011.

· All eligible borrowers interested to settle the loan under OTS are required to submit the prescribed OTS application duly filled in at respective Branch Offices with requisite initial deposit, recovery administrative charges & documents e.g.             Audited Balance Sheet & P/L accounts for last three years (For disbursement band Rs.30.00 lakh and above, Board resolution in case of Company  and unconditional undertaking for withdrawal of case filed against Corporation if any).

· As soon as the OTS application complete in all respect  is received  at Branch level, the account will be reconciled and proposal  be placed to Branch Level One Time Settlement Advisory Committee(BLOTSAC) / One Time Settlement Advisory Committee at HO(OTSAC) as the case may be depending upon the Disbursement band for detailed deliberation and recommendation for  approval by the competent authority.  

· On receipt of the approval by the respective authority, the settlement order will be issued to the borrower/applicant for payment of settlement dues as under.   


i)
The settlement amount shall be paid within 60 days of its formal 



communication. No 
interest will be charged if paid within 60 days. 

OR
ii)
The settlement amount can also be paid within one year from the date of 

issue of the settlement order in 12(twelve) equated  monthly installments.

Interest @ 13.5 % shall be charged beyond 30 days on the unpaid settlement amount.

· The OTS policy has the option that the applicant can appeal before the competent authority for redressal of his /her grievance within 15 days of communication of settlement order with  deposit of 10 % of balance communicated settlement amount.

Procedure for disposal of Seized assets
· Where there is default in the loan account Demand Notice is issued by the Branch Office to the borrower with copy to guarantors/mortgagors allowing maximum 15 days time for payment of defaulted dues.

· Incase of non-response & non-payment of default dues, Recall Notice u/s 30 of SFC’s Act 1951 is issued to the borrower by Regd. Post with copy to guarantors/mortgagors/ other co- financiers/bank stipulating maximum period of 30 days for payment of entire loan dues.

· After expiry of the stipulated time allowed in the Recall Notice, if the borrower fails to clear up the default dues then immediate steps are taken for arranging prospective buyers, verification of security documents, and information about statutory & other dues, including the dues of other co- financiers, Bankers etc. 
· Taking over possession of mortgaged assets u/s 29 shall always considered asa vibrant tool of recovery. Memorandum of Justification (MOJ) for both  industrial/collateral security is prepared by the  concerned  Branch and placed to the appropriate authority for  issue of seizure orderas per the following delegation:

· Branch Manager – To Issue seizure order for cases having Principal outstanding below Rs 20.00 lakh as on date of recall.

· HoD (Recovery) – To Issue seizure order for cases having Principal outstanding above Rs 20.00 lakh and up to  Rs 30.00 lakh as on date of recall.

· Managing Director – To Issue seizure order for cases having Principal outstanding above Rs 30.00 lakh cases as on date of recall and in all joint financing cases.

· Execution of seizure order is done by the BO prudently after deployment of security guards for watch & ward of the unit.

· In case of necessity, the assistance of Executive Magistrate & Police is taken for smooth implementation of the seizure operation to avoid law & order situation.  Inventory of the assets is prepared in presence of the borrower/ representatives of the co financiers/bankers and local witness etc. 

· The copy of the inventory list is sent to borrower/ mortgagor/guarantor by post in the event of non availability at the time of seizure. 

· When it is observed that there is shortfall of security/missing assets, borrower is advised to restore such assets within 7 days.  In case of non response by borrower/guarantor/mortgagor, they will be prosecuted individually/jointly for breach of trust as per the provision. 

· Valuations of the seized assets are done by a chartered valuer to fix up the off-set price before sale.

· After seizure the concerned Branch shall recommend to H.O for advertisement of the seized assets. 

· Sale Notice inviting offers for intending bidders is published centrally in local daily newspapers to invite bidders.

· Disposal of seized assets is done by((Default-Cum-Disposal Advisory Committee) DDAC and the Recovery Department of HO coordinate for holding  the DDAC Meeting at regular intervals.

· The constitution of DDAC duly approved by Board is as follows:

1)    
MD, OSFC




- 
Chairman

2)      CMD, IPICOL or his Nominee

-
Member

3)
D. I of Orissa or his Nominee

-
Member

4)      Nominated Member from
Industries Department, GoO.

-
Member

5)
CGM (ID),IDCO



-
Member

· (Nominee of CMD, IDCO)After publication of Sale Notice bidders will have to obtain tender form from the Branch office or from Recovery Department paying Rs.400/- or they may download the tender form from website of the Corporation i.e. www.osfcindia.com.  In such case a separate DD/PO favouring OSFC payable at Cuttack shall be enclosed towards the cost at  of the tender form along with the bid.

· Tender boxes are kept at concerned Branch Office as well as at Head Office.

· Bidder shall submit the tender form in closed cover fulfilling all criteria along with 5% EMD of the offset price in shape of DD/PO from any nationalized Bank prior to closing of the tender.

· It is the prime responsibility of the intending bidder to be thoroughly satisfied on the status/ quantity/ quality of the assets/institutional arrear/statutory dues, if any against the assets to be sold prior to submitting the tender form.

· Sealed tenders shall be opened in presence of the bidders or their authorized representative on the date of auction meeting.
· Original borrower/their representative/legal heir are given opportunity to get the asset released on payment.

· The highest bidder shall be identified through negotiation with all the bidders individually and/or jointly. 

· The bidder offering highest price for the assets shall have to deposit 25% of the offset price/offered price inclusive of EMD on the spot for confirmation of sale.

· Sale letter shall be issued by the concerned Branch Office giving 30 days time to the auction purchaser to pay the balance sale consideration.

· In case of failure to pay the balance sale consideration sale will be cancelled along with forfeiture of EMD & security deposit.

· Possession of the unit shall be handed over to AP on “as is where is basis and whatever there is basis” after realization of complete sale amount..

· All sales shall be subject to directives from any Court of law/ State Government/ Central Government.

· The Corporation reserves the right to accept or reject any or all offers without assigning any reason whatsoever/and/or release the assets to the borrower(s) at its discretion.
