Procedure for Sanction of Loan

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.
