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MSME LOAN POLICY
1.1. PREAMBLE
1.1.1. 
✓ Achieving a balanced and inclusive macro economic growth is extremely essential for
India to emerge as a stable Global economic powerhouse. The Micro Small and
Medium enterprises (MSMEs) have been recognized as the engine of economic
growth and play an important role in the equitable economic development of country. 
✓ The major advantage of the sector is its employment potential at low capital cost. The
labour intensity of the MSME sector is much higher than that of the large enterprises.
MSME sector employs about 80.50 million persons spread over 36 million
enterprises.
✓ The MSMEs constitute over 90% of total enterprises in most of the economies and are
credited with highest rates of employment growth and account for a major share of
industrial production and exports.
✓ MSMEs have been established in almost all-major manufacturing and services sector 
in the Indian industry such as:
➢ Food Processing
➢ Agricultural Inputs
➢ Chemicals & Pharmaceuticals
➢ Engineering; Electrical, Electronics
➢ Electro-medical equipment
➢ Textiles and Garments
➢ Leather and leather goods
➢ Meat products
➢ Bio-engineering
➢ Sports goods
➢ Plastics products
➢ Computer Software, etc.
➢ Retails Trades
➢
MSME Loan Policy is reviewed every year in the month of July to keep sync with,
market realities, business priorities, Government policies and regulatory requirements. 
Accordingly the loan policy is being reviewed for 2013-14. This updated version 
shall make it possible for the Bank to show a steady and healthy growth to its MSME 
Credit portfolio resulting in overall improved performance .This policy shall remain 
valid till next revision.
1.1.2 Industry Scenario : Page 2
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1. In India, the MSMEs play a pivotal role in the overall industrial economy of the
country. 
2. MSEs always represented the model of socio-economic policies of Government of
India which emphasized judicious use of foreign exchange for import of capital goods
and inputs; labour intensive mode of production; employment generation; non
concentration of diffusion of economic power in the hands of few (as in the case of
big houses); discouraging monopolistic practices of production and marketing; and
finally effective contribution to foreign exchange earning of the nation with low
import-intensive operations. It was also coupled with the policy of de-concentration of
industrial activities in few geographical centers.
3. In recent years the MSME sector has consistently registered higher growth rate
compared to the overall industrial sector. With its agility and dynamism, the sector
has shown admirable innovativeness and adaptability to survive the economic
downturn and recession.
4. This sector employs an estimated 80.50 million persons spread over 36 million
enterprises having fixed assets of Rs.689000 crore. It is estimated that in terms of
value, MSME sector accounts for about 45% of the manufacturing output.
5. The share of exports by Micro, Small and Medium Enterprises (MSME) in India‟s
total exports has been provisionally estimated at 43% in 2011-12, according to
Ministry of MSME. MSME contributes around 9% of India‟s GDP.
6. The main markets for the 20 most –exported MSME product groups, which accounted
for more than 90% of MSME exports from 2009 to 2012, include the USA, European
Union(EU), UAE, Turkey, Singapore, Hong Kong,Israel and Saudi Arabia.
7. The product groups include pearls, precious stones and metals, electrical and
electronic equipment, textiles, apparel and accessories, pharmaceutical products,
machinery and mechanical appliances, items made of iron or steel, organic chemicals,
vehicles other than railways and tramways, plastic, rubber and articles made from
them, footwear, leather and leather products, travel goods, tools, implements and
cutlery, tanning and dyeing extracts, tannins, derivatives and pigments, essential oils,
perfumes, cosmetics and toiletries, stone, plaster, cement, asbestos and mica, carpets
and other textile floor coverings, furniture, lighting, signs and prefabricated buildings.
1.1.3 Action Initiated by government
1. The report, submitted by Task Force Chairman T.K.A.Nair, provides a roadmap for
the development and promotion of the Micro, Small and Medium Enterprises
(MSMEs) and recommends an agenda for immediate action to provide relief and
incentives to the MSMEs, especially in the aftermath of the recent economic Page 3
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slowdown, accompanied by institutional changes and detailing of programmes, to be
achieved in a time bound manner. An eleven point agenda was highlighted by the
representatives including need for a focused procurement policy, prompt payment of
MSME dues, additional finances from SIDBI, simplification of labour laws to prevent
inspector raj, formulation of a one-time settlement policy to strengthen the MSME
industries and remove bottlenecks in their development.
2. To ensure enhanced credit flow to the sector, in terms of the recommendations of the
Prime Minister‟s Task Force on Micro, Small and Medium Enterprises (MSMEs) 
Chairman: Shri T.K.A.Nair, Principal Secretary, Government of India) constituted by
the Government of India, banks were advised 
i. To achieve a 20 per cent year-on-year growth in credit to micro and small
enterprises; 
ii. Achieve a 10% annual growth in number of micro enterprise accounts
iii. The allocation of 60% of the MSE advances to the micro enterprises is to be
achieved in stages viz. 50% in the year 2010-11, 55% in the year 2011-12 and
60% in the year 2012-13 .
In order to ensure that sufficient credit is available to micro enterprises within
the MSE sector, it should be ensured that
(a) 40% of total Advances to MSE sector should go to micro (manufacturing)
enterprises having investment in plant and machinery upto Rs.10 lacs and
micro (service) enterprises having investment in equipment up to Rs.4 lacs.
(b)20% of the total advances to MSE sector should go to micro
(manufacturing) enterprises with investment in plant and machinery above Rs.
10 lacs and up to Rs.25 lacs, and micro (service) enterprises with investment
in equipment above Rs. 4 lacs and up to Rs. 10 lacs . Thus, 60% of MSE
advances should go to micro enterprises.
The Reserve Bank is closely monitoring the achievement of targets by banks on a
quarterly basis.
3. The report also suggests setting up of appropriate legal and regulatory structures to
create a conducive environment for entrepreneurship and growth of micro, small and
medium enterprises in the country.
4. Government has constituted Working group under the chairmanship of Dr. K. C.
Chakrabarty and committee has recommended as under:
▪ As an incentive for proper restructuring package at the time of rehabilitation,
necessary support for business restructuring, modernization, expansion,
diversification and technological up gradation as may be felt necessary by the
lenders may also be encouraged. Page 4
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▪ Support schemes like Credit Linked Capital Subsidy Scheme in case of units in
other (than rural) areas, KVIC Margin Money Scheme (for units in rural areas)
may be extended for rehabilitation packages also.
▪ The State Governments should introduce a Single Window concept for providing
relief and concessions to sick Micro and Small Enterprises (MSEs).
▪ Repayment of any additional exposure taken as part of the rehabilitation package
should be given priority on the cash flows as well as security as compared to other
debt.
▪ The interest of at least six months after commercial production can be included as
a part of the project cost. Sufficient moratorium say, two years for repayment of
the principal should also be given so as to prevent cases of incipient sickness at
the commencement of production and help units to establish themselves in the
market at the beginning. 
▪ Raising the limit of Rs 20 lakh to Rs 50 lakh for Lok Adalats, measures to
strengthen the DRT/legal machinery, dedicated Bench for SMEs to expedite the
process of recovery, Asset Reconstruction Companies especially for Micro Small
and Medium Enterprise (MSME) loans.
▪ 1.1.4. Extending credit to MSE sector is must for sustainable development of
overall economy. Bank‟s basic function is to sanction credit which involves risk.
It is possible that some of the decisions may result in loss. But Banks manage risk
in such a way that a healthy credit portfolio is built with maximum returns. 
1.1.5. The policy at the holistic level is an embodiment of the Bank‟s approach to
sanctioning, managing credit risk and aims at making the systems and control effective.
1.2. Objective
1.2.1. The basic objectives of the MSME Loan Policy are: -
Our Bank has shown growth of MSE credit from Rs.13161 crore as on 31.03.2012 to
Rs.17289 crore as on 31.03.2013 with an increase of 31.36%. Medium Enterprises has
increased from Rs. 1837 to Rs.2742 crore showing a growth 49.26%.
The principal objective of this policy is to improve our portfolio of MSE credit to Rs.53500
crore by 31.03.2018. In addition to above our other objectives are as under.
1. Bank‟s positive commitment to its MSE customers to provide easy, speedy
and transparent access to banking services in their day to day operations and in
times of financial difficulty.
2. Positive thrust to MSE sector.
3. Hassle free credit to Micro and Small Enterprises.
4. Description of MSE sector.
5. Proper appraisal and evaluation of advances proposal.
6. Achievement of different parameters prescribed by Prime Ministers Task
Force / Reserve Bank of India.
7. Cluster Based approach for financing MSE.
8. Increased Coverage under credit guarantee scheme of CGTMSE. Page 5
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9. Complete adherence to BCSBI‟s Code of Bank‟s commitment to Micro and
Small Enterprises. 
10. Generation of large number of youth entrepreneur.
11. The policy strives to ensure that the socio economic obligations cast on the
bank are fully met.
12. The policy document ensures compliance of all the directives/guidelines
issued by the Government/RBI and all other regulatory requirements on MSE. 
13. With regard to guidelines issued from time to time by the authorities, the Bank
would follow them in all aspects. However, in varying interpretations, the
Bank will adopt a reasonable interpretation, as determined by the Credit Risk
Management Committee without deviating from the spirit behind the
guidelines.
2. MICRO, SMALL & MEDIUM ENTERPRISES DEVELOPMENT (MSMED) ACT,
2006
The Government of India has enacted the Micro, Small and Medium Enterprises
Development (MSMED) Act, 2006 on June 16, 2006 which was notified on October 2, 2006. 
With the enactment of MSMED Act 2006, the paradigm shift that has taken place is the
inclusion of the service sector in the definition of Micro, Small & Medium enterprises, apart
from extending the scope to medium enterprises. 
The MSMED Act, 2006 has modified the definition of micro, small and medium enterprises
engaged in manufacturing or production and providing or rendering of services. The Reserve
Bank as notified the changes to all scheduled commercial banks. Further, the definition, as
per the Act, has been adopted for purposes of bank credit vide RBI circular ref.
RPCD.PLNFS. BC.No.63/ 06.02.31/ 2006-07 dated April 4, 2007.
2.1 Definition of Micro, Small and Medium Enterprises
2.1.(a) Manufacturing Enterprises i.e. Enterprises engaged in the manufacture or
production, processing or preservation of goods as specified below:
(i) A micro enterprise is an enterprise where investment in plant and machinery
does not exceed Rs. 25 lakh;
(ii) A small enterprise is an enterprise where the investment in plant and
machinery is more than Rs. 25 lakh but does not exceed Rs. 5 crore; and
(iii)A medium enterprise is an enterprise where the investment in plant and
machinery is more than Rs.5 crore but does not exceed Rs.10 crore.
In case of the above enterprises, investment in plant and machinery is the original cost
excluding land and building and the items specified by the Ministry of Small Scale Industries
vide its notification No.S.O. 1722(E) dated October 5, 2006 (Annex I). Page 6
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2.1.(b) Service Enterprises i.e. Enterprises engaged in providing or rendering of services
and whose investment in equipment (original cost excluding land and building and furniture,
fittings and other items not directly related to the service rendered or as may be notified under
the MSMED Act, 2006) are specified below.
(i) A micro enterprise is an enterprise where the investment in equipment does not
exceed Rs.10 lakh;
(ii) A small enterprise is an enterprise where the investment in equipment is more
than Rs.10 lakh but does not exceed Rs. 2 crore; and
(iii)A medium enterprise is an enterprise where the investment in equipment is more
than Rs. 2 crore but does not exceed Rs. 5 crore. 
These will include small road and water transport operators, small business, retail
trade, professional and self employed persons.
2.1.(c) Bank Loans to Micro and Small enterprises, both Manufacturing and Service are
eligible to be classified under Priority Sector advance as per the following:
2.2 Direct Finance
2.2.1 Manufacturing Enterprises
The Micro and Small enterprises engaged in the manufacture or production of goods to any
industry specified in the first schedule to the Industries (Development and regulation) Act,
1951 and notified by the Government from time to time. The manufacturing enterprises are
defined in terms of investment in plant and machinery.
2.2.2 Loans for food and agro processing
R B I , vide its instructions RPCD:MSME & NFS.BC No.5/06.02.31/2013-14 dated
01.07.2013 (section1.2.1.2) has included loans for food and agro processing under Micro
and Small Enterprises, provided the units satisfy investments criteria prescribed for
Micro and Small Enterprises, as provided in MSMED Act, 2006.
2.2.3 Service Enterprises
Bank loans up to Rs.5 crore per borrower / unit to Micro and Small Enterprises
engaged in providing or rendering of services and defined in terms of investment in
equipment under MSMED Act, 2006.
Bank loans above Rs. 5 crore shall not be reckoned in computing achievement under the
overall priority sector target. However, such loans would be taken into account while
assessing the performance of the Bank with regard to its achievement of target
prescribed by the Prime Minister’s Task Force on MSME for lending to MSSE sector.
2.2.4 Export Credit Page 7
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Export credit to MSE units (both manufacturing and services) for export of goods / services
produced / rendered by them.
2.2.5 Khadi and Village Industries Sector (KVI)
All loans sanctioned to units in the KVI sector, irrespective of their size of operations and
location and amount of original investment in plant and machinery. Such loans will be
eligible for classification under the sub-target of 60 percent prescribed for micro enterprises
within the micro and small enterprises segment under priority sector.
2.2.6 If the loans under General credit Card (GCC) are sanctioned to Micro and Small
Enterprises, such loans should be classified under respective categories of Micro and Small
Enterprises.
2.2.7 Treating of Risk Capital provided by SIDBI as Quasi capital.
SIDBI has set up Risk Capital Fund to empower MSMEs to grow by leveraging 
additional Bank assistance, increasing expenses on a number of intangibles such as
Brand building quality, quality control, R & D etc., 
Our Bank has entered into MOU with SIDBI for loan facilitation to MSME. Under this
scheme, SIDBI will canvass MSME proposals from various MSME units and after
thorough scrutiny forward the same to our Bank for our sanction. In deserving cases,
SIDBI shall allow loans to MSME for the purpose to make available growth capital. In
those cases our Bank shall treat such risk capital provided by SIDBI as quasi capital. 
Repayment terms of Risk Capital should be studied and on repayment of same, Debt
Equity Ratio should not exceed 3:1
2.2.8. Loans for constructions and running of storage facilities (warehouse, market yards
,godowns and silos) including cold storage units designated to store agriculture produce,
products irrespective of their location. If the storage unit is a micro or small enterprise,
such loan will be classified under loans to micro and small enterprises.
2.3 Indirect Finance
(i) Loans to persons involved in assisting the decentralized sector in the supply of inputs to
and marketing of outputs of artisans, village and cottage industries.
(ii) Loans to cooperatives of producers in the decentralized sector viz. artisans village and
cottage industries.
(iii) Loans sanctioned by banks to MFIs for on-lending to MSE sector as per the conditions
specified in extant Master Circular on Priority Sector Lending. Page 8
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2.4 Lending by banks to medium enterprises will not be included for the purpose of
reckoning of advances under the priority sector.
2.5 Since the MSMED Act, 2006 does not provide for clubbing of investments of different
enterprises set up by same person / company for the purpose of classification as Micro, Small
and Medium enterprises, the Gazette Notification No. S.O.2 (E) dated January 1, 1993 on
clubbing of investments of two or more enterprises under the same ownership for the purpose
of classification of industrial undertakings as SSI has been rescinded vide GOI Notification
No.S.O. 563 (E) dated February 27, 2009.
2.6 Certain types of funds deployment eligible as priority sector advances
2.6.1 Investments by banks in securitised assets 
(i) Investments by banks in securitized assets, representing loans to various categories of
priority sector, except 'others' category, are eligible for classification under respective
categories of priority sector (direct or indirect) depending on the underlying assets provided: 
(a) the securitized assets are originated by banks and financial institutions and are
eligible to be classified as priority sector advances prior to securitization and fulfill
the Reserve Bank of India guidelines on securitization
. 
(b) the all inclusive interest charged to the ultimate borrower by the originating entity
should not exceed the Base Rate of the investing bank plus 8 percent per annum. 
The investments in securitized assets originated by MFIs, which comply with the guidelines
at 2.9 of the policy are exempted from this interest cap as there are separate caps on margin
and interest rate. 
(ii) Investments made by banks in securitized assets originated by NBFCs, where the
underlying assets are loans against gold jewellery, are not eligible for priority sector status. 
2.7. Transfer of Assets through Direct Assignment /Outright purchases
(i) Assignments/Outright purchases of pool of assets by banks representing loans under
various categories of priority sector, except the 'others' category, will be eligible for
classification under respective categories of priority sector (direct or indirect) provided: 
a) The assets are originated by banks and financial institutions and are eligible to
be classified as priority sector advances prior to the purchase and fulfil the
Reserve Bank of India guidelines on outright purchase/assignment. 
b) The eligible loan assets so purchased should not be disposed of other than by
way of repayment. 
c) The all inclusive interest charged to the ultimate borrower by the originating
entity should not exceed the Base Rate of the purchasing bank plus 8 percent
per annum. Page 9
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The assignments/Outright purchases of eligible priority sector loans from MFIs, which
comply with the guidelines at 2.9 of the policy are exempted from this interest rate cap as
there are separate caps on margin and interest rate. 
(ii) When the banks undertake outright purchase of loan assets from banks/ financial
institutions to be classified under priority sector, they must report the nominal amount
actually disbursed to end priority sector borrowers and not the premium embedded amount
paid to the sellers. 
(iii)Purchase/ assignment/investment transactions undertaken by banks with NBFCs, where
the underlying assets are loans against gold jewellery are not eligible for priority sector
status. 
2.8. Inter Bank Participation Certificates bought by Banks 
Inter Bank Participation Certificates (IBPCs) bought by banks, on a risk sharing basis, shall
be eligible for classification under respective categories of priority sector, provided the
underlying assets are eligible to be categorized under the respective categories of priority
sector and the banks fulfill the Reserve Bank guidelines on IBPCs. 
2.9. Bank loans to MFIs for on-lending 
a) Bank credit to MFIs extended on, or after, April 1, 2011 for on-lending to individuals
and also to members of SHGs / JLGs will be eligible for categorisation as priority
sector advance under respective categories viz., agriculture, micro and small
enterprise, and 'others', as indirect finance, provided not less than 85% of total assets
of MFI (other than cash, balances with banks and financial institutions, government
securities and money market instruments) are in the nature of “qualifying assets”. In
addition, aggregate amount of loan, extended for income generating activity, is not
less than 70% of the total loans given by MFIs. 
b) A “qualifying asset” shall mean a loan disbursed by MFI, which satisfies the
following criteria: 
(i) The loan is to be extended to a borrower whose household annual income in
rural areas does not exceed 60,000/- while for non-rural areas it should not
exceed 1,20,000/-. 
(ii) Loan does not exceed 35,000/- in the first cycle and 50,000/- in the subsequent
cycles. 
(iii)Total indebtedness of the borrower does not exceed 50,000/-. 
(iv) Tenure of loan is not less than 24 months when loan amount exceeds 15,000/-
with right to borrower of prepayment without penalty. 
(v) The loan is without collateral. 
(vi) Loan is repayable by weekly, fortnightly or monthly installments at the choice
of the borrower. Page 10
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c) Further, the banks have to ensure that MFIs comply with the following caps on
margin and interest rate as also other „pricing guidelines‟, to be eligible to classify
these loans as priority sector loans. 
(i) Margin cap at 12% for all MFIs. The interest cost is to be calculated on average
fortnightly balances of outstanding borrowings and interest income is to be
calculated on average fortnightly balances of outstanding loan portfolio of
qualifying assets.
(ii) Interest cap on individual loans at 26% per annum for all MFIs to be calculated
on reducing balance method.
(iii)Only three components are to be included in pricing of loans viz., (a) a
processing fee not exceeding 1% of the gross loan amount, (b) the interest
charge and (c) the insurance premium. 
(iv) The processing fee is not to be included in the margin cap or the interest cap of
26%. 
(v) Only the actual cost of insurance i.e. actual cost of group insurance for life,
health and livestock for borrower and spouse can be recovered; administrative
charges may be recovered as per IRDA guidelines. 
(vi) There should not be any penalty for delayed payment. 
(vii) No Security Deposit/ Margin are to be taken.
d) The banks should obtain from MFI, at the end of each quarter, a Chartered
Accountant’s Certificate stating, inter-alia, that (i) 85% of total assets of the MFI
are in the nature of “qualifying assets’’, (ii) the aggregate amount of loan,
extended for income generation activity, is not less than 70% of the total loans
given by the MFIs, and (iii) pricing guidelines are followed.
3 . TARGETS FOR DOMESTIC COMMERCIAL BANKS
3.1 Advances to micro and small enterprises (MSE) sector shall be reckoned in computing
achievement under the overall Priority Sector target of 40 percent (32 percent for Foreign
Banks operating in India with less than 20 branches) of Adjusted Net Bank Credit (ANBC) or
credit equivalent amount of Off-Balance Sheet Exposure, whichever is higher.
3.2 Bank loans above Rs.5 crore per borrower / unit to Micro and Small Enterprises engaged
in providing or rendering of services and defined in terms of investment in equipment under
MSMED Act, 2006, shall not be reckoned in computing achievement under the overall above
Priority Sector targets. However, such loans would be taken into account while assessing the
performance of the banks with regard to their achievement of targets prescribed by the Prime
Minister‟s Task Force on MSMEs for lending to MSE sector. Page 11
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3.3 In terms of the recommendations of the Prime Minister‟s Task Force on MSMEs, banks
are advised to achieve a 20 per cent year-on-year growth in credit to micro and small
enterprises and a 10 per cent annual growth in the number of micro enterprise accounts.
3.4 In order to ensure that sufficient credit is available to micro enterprises within the MSE
sector, banks should ensure that:
(a) 40 per cent of the total advances to MSE sector should go to micro
(manufacturing) enterprises having investment in plant and machinery up to
Rs. 10 lakh and micro (service) enterprises having investment in equipment
up to Rs. 4 lakh;
(b) 20 per cent of the total advances to MSE sector should go to micro
(manufacturing) enterprises with investment in plant and machinery above
Rs. 10 lakh and up to Rs. 25 lakh, and micro (service) enterprises with
investment in equipment above Rs. 4 lakh and up to Rs. 10 lakh. Thus, 60 per
cent of MSE advances should go to the micro enterprises.
(c) While banks are advised to achieve the 60% target as above, in terms of the
recommendations of the Prime Minister‟s Task Force, the allocation of 60% of the
MSE advances to the micro enterprises is to be achieved in stages viz. 50% in the
year 2010-11, 55% in the year 2011-12 and 60% in the year 2012-13.
3.5 The target for lending to Micro Enterprises within the MSE sector (i.e. 60% of total
lending to MSE sector should go to Micro enterprises) will be computed with reference
to the outstanding credit to MSE sector as on preceding March 31st.
4. SCOPE AND COVERAGE
MSME Loan Policy covers all credit facilities to Micro and Small Enterprises (manufacturing
and services) and other issues such as assessment of credit, margin norms, security
requirements, coverage under Credit Guarantee Scheme etc.,
5. GUIDELINES ON MSE FINANCE
5.1 All credit facilities to Micro Small Enterprises will be assessed as under. All genuine
requirements will be considered by the sanctioning authority and it would be ensured that unit
should not suffer for want of adequate credit.
5.1.1. Small (Manufacturing) Enterprises sector.
1. Working Capital requirements of borrowers availing limit up to Rs.2 crore
from Bank in village and tiny Sectors( now micro enterprises) are to be
assessed as per TURN OVER Method. Page 12
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2. Working capital requirements of Small (Mfg.) Enterprise units to be assessed
at 20% of the Projected Annual Turn Over up to a limit of Rs.5.00 crore. If the
credit requirement based on production / processing cycle is higher than the
one assessed on the basis of turnover method, the same may be sanctioned.
5.1.2. Trade Sector
5.1.2.1. Small Borrowers
Working Capital requirements of Small borrowers in the trade sector availing limits up to
Rs.5.00 crore are to be assessed on the basis of turnover method.
5.1.2.2. Large Borrowers
Large Borrowers in Trade sector fall under Two broad categories:
• Commission Agents:
The commission agents merely indent stocks and arrange for distribution without
owning the inventory. Hence, while their turnover would be large, the requirement of
working capital would be limited to meet the operating expenses. The advance to this
category of borrowers is clean in nature. The sanctioning authorities may assess the
credit requirements of the individual borrowers based on the financial projections and
subject to availability of collaterals to the extent of 100% of loan amount and Debt-
Equity Ratio of about 2:1.
• General Traders including Stockist:
The stockist procure stocks against payment, for resale. The inventory would be owned
by them and their working capital requirements are large. While the past trends of
holding levels can be taken as indicators, flexibility in lending norms will be required as
the trading activity is subject to fluctuations depending up on the volatility in the
market. The credit requirements will be assessed on the basis of past indicators and
future projections as at present. The current ratio should normally be 1.10. 
The entire exposure should be covered by collaterals to the extent of 50% minimum
subject to the borrower maintaining adequate paid stocks to cover the limit. 
In case of Trading accounts normally there will not be any long term debts and
therefore, TOL/TNW ratio to be considered. TOL/TNW ratio up to 4:1 shall be
accepted. However, in deserving cases relaxation up to 6:1 may be permitted by RLCC
(DGM) and above.
5.1.3. Manufacturing Sector.
The large borrowers under the Manufacturing Sector fall under two broad categories viz.,
Cyclical Industries and Non Cyclical Industries. Page 13
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5.1.3.1. Cyclical Industries: Borrowers from seasonal industries like sugar and tea are
already availing working capital on the basis of the Cash Budget. Their overall requirement is
determined by the maximum deficit as per Cash Budget and disbursal of facilities is allowed
on the basis of cash flow projections. Other industries like cotton / kapas, fruits and
vegetables processing, Soya processing, Rice Milling, Turnkey Projects may also be brought
within the system for financing of seasonal industries.
5.1.3.2. Non Cyclical Industries: Borrowers availing limits can be divided into
i. Those availing limits up to Rs. 50 crore and
ii . Those availing limits more than Rs.50 crore. 
The borrowers availing total fund based working capital limits up to 
Rs.50 crores would be assessed under MPBF and the borrowers 
availing total fund based limits of Rs.50 crore and above would be
assessed as per Cash Budget method.
5.1.4. Working Capital Finance to Information Technology and software industry:
In the case of borrowers with working capital limits up to Rs.2 crore, assessments
may be made at 20% of the projected turnover. In other cases the requirements would
be assessed on the basis of monthly cash budget system. Loan delivery system would
be applicable in the case of borrowers enjoying working capital limits of Rs.10 crore
and above.
5.1.4.1 All necessary support related to credit will be given to the units for its expansion,
restructuring, modernization and any technological up gradation etc.
5.2 Bank will extend following facilities to Micro and Small Enterprises.
Product
Features
Cash Credit/Overdraft
Working capital Page 14
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OD
Receivable Finance
Secured Term Loan
to meet the business expansion and establishment and
working capital requirement
Bill Discounting (Short
Term Finance)
Discounting the bill and providing funds immediately
Export Packing Credit
Export Transaction
Post Shipment Credit
Working Capital
Bill Discounting under LC Short Term Finance
Letter of Credit
Foreign and Inland Trade
Bank Guarantee
Performance and Financial Guarantee
Our Bank has introduced following tailor made schemes for financing MSME
Enterprises
Cent Business Gold Loan
(Annexure IX)
For lending against the collateral security of gold coins (
specially minted and sold by Banks) / gold ornaments and
jewellery either by way of Overdraft/Cash Credit or Term
Loan or Composite Loan.
SRTO 
(Annexure XIX)
Transport Operator financing
Cent Sahyog 
(Annexure XXIII)
to all types of unorganized service and manufacturing sector
including small shop owners like those engaged in mobile
repairing, TV repairing, small garage, juice shop, bakery
owner etc.
Cent
Construction
Equipment
Finance
(Annexure VI)
for financing construction equipment. 
Cent Custom Hiring Centre
(Annexure XX )
for financing for purchase of Tractors and other Agriculture
Equipment to be given on hire.
Kerala
State
Self
Entrepreneur Development
Mission
(Annexure XXI )
Loan for MSE entrepreneurs for Kerala State
Cent Contractor Scheme
(Annexure VIII)
To provide financial support to contractors. 
Cent Kalyani Scheme
(Annexure VIV)
For women entrepreneurs with limit up to Rs.1.00 crore 
with compulsory CGTMSE coverage wherein Bank will pay
Guarantee Fee for the First Year. Concession in the interest
rate 0.25% to 0.50% is given. Page 15
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Mukhya Mantri Yuva
Swarozgar Yojna Scheme
(Annexure XVII)
Scheme of State Government, Madhya Pradesh for Zonal
Office , Bhopal.
Cent Food Processing Plus
Scheme(Annexure XII)
For Food and Agro Processing unit.
Central Laghu Udhyami
Credit Card (CLUCC)
Scheme(Annexure XXII )
Scheme for Laghu Udhyami
Cent Weavers Credit Card
Scheme(Annexure XI)
For handloom weavers
Cent Mortgage
To meet Business needs
Cent Trade
All types of Traders including Retailers / Distributors /
Commission Agents /Arthiyas/Dealers of major companies
etc.
Cent Doctor
Purchase of equipments, setting up of Clinic, X-ray Lab,
Pathological Laboratory, Nursing Home, Poly Clinics etc.,
clinic-cum-residence, expansion/renovation/modernization
of existing premises ETC
Cent Matsya Kanya 
To meet business requirement of Fisher Women
Others
Prudential guidelines on management/restructuring of
MSME stressed assets , rehabilitation of MSME
units(post NPA) & OTS for settlement of MSME NPA 
accounts (CO instruction circular no.1016 dt 20.11.2012)
Facilities depending on its specific need
Branches should ensure that any loan given for business purpose (the activity to be
eligible under MSME) should be classified under MSME.
Bank has tied up with following organizations for increasing the credit flow to MSME.
Name of the Organization
Purpose
Validity
Tata Motors
For
financing
commercial vehicles
16.02.2014
Ashok Leyland 
For
financing
commercial vehicles
23.01.2014
NSIC
For credit facilitation
to boost MSME
17.02.2015 Page 16
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advances
Rating Agencies
CARE,CRISIL,FITCH,ICRA,ONICRA,
SMERA,BRICKWORKS
For rating 
31.10.2013
Bajaj Auto Ltd.,
For financing Three
wheelers
TVS Motor
For financing Three
wheelers
24/04/2015
SIDBI
For loan facilitation to
MSME
02.01.2016
CIMSME(Chamber of Indian Micro Small and
Medium Enterprises
To Faster Credit flow
to MSME sector
5.2.1 CATEGORIZATION OF ACTIVITIES UNDER MANUFACTURING OR
SERVICES UNDER THE MSMED ACT 2006-
(Following are the few activities under MSME. The list is not exhaustive and may include
many activities as per MSMED act 2006.
MSME-Manufacturing
MSME-Services
Loans given to enterprises engaged in
the manufacture or production,
processing or preservation of goods in
general including the following:
➢ Printing
➢ Printing and publishing as integrated
unit.
➢ Medical Equipment and Ayurvedic
Product
➢ Composite unit of Bacon Processing
and Piggy Farm 
(The activity of Bee Keeping is farming
allied activity and therefore, would not
be covered in either manufacturing and
service activity
Piggery farm without bacon processing
shall not be classified either as
Loans given to enterprises engaged in
providing or rendering of services in general
including the following:
➢ Small Road and Water Transport
Operators.
➢ Small Business
➢ Professional & Self-employed persons,
➢ And other service enterprises engaged in
activities, viz,
o Consultancy Services including
management services
o Composite Broker Services in risk
and insurance management
o Third Party Administration (TPA)
services for medical insurance claims
of policy holders
o Seed grading services
o Training-cum-Incubator centre
o Educational Institutions
o Training Institutes Page 17
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manufacturing or as service enterprise
because this is a farming activity)
➢ Beedi / Cigarette Manufacturing and
other tobacco products.
➢ Extraction of Agave sprit from
Agave juice (imported medicinal
plant) extraction of Agave
➢ Manufacture of Bio Fertilizer
➢ Tobacco Processing.
o Retail Trade
o Practice of law i.e. legal services
o Trading in medical instruments
(brand new)
o Placement
and
Management
Consultancy Services
o Advertising Agency and 
o Training Centers, etc. 
➢ Publishing.
➢ Sanitation Services (Hiring of Septic tank
cleaner)
➢ Clinical/Pathological Laboratories and
Scanning, MRI tests.
➢ Hospitals
➢ Agri-clinic and agri-business.
➢ Restaurant with Bar
➢ Canteens
➢ Hotels
➢ Motel Industry
➢ Consultancy Services including management
Services.
➢ Renting of Agriculture Machinery
(Harvesting)
➢ Composite Broker Services in Risk and
Insurance Management
➢ Practice of Law i.e. legal services
➢ Trading in Medical Instruments (branch
new)
➢ Placement and management consultancy
services
➢ Advertising Agencies and Training Centres
➢ Development of Software and providing
software services
➢ Medical Transcription Service.
➢ Production of T.V.Serial and other
T.V.Programmes,
➢ Ripening of Raw Fruits under controlled
conditions,
➢ [Subject to norms prescribed by Food Safety
and Standards Authority of India, (Ministry
of Health and Family Welfare, Government
of India)]
➢ Service rating Agency,
➢ (Rating and grading services across sectors
based on set methodology and standards)
➢ Advertising Agencies
➢ Marketing Consultancies
➢ Industrial Consultancies
➢ Equipment Rental and Leasing
➢ Separation of iron scraps from slag
pots.
➢ Generation of electricity though
windmill.
➢ Seed processing (for genetic
enhancement), (involving collection
of germ plasm, cleaning, gravity
separation, chemical treatment etc.)
➢ Composite unit of Poultry with
Chicken (Meat) Processing { Poultry
Farm without chicken (Meat)
processing shall not be classified
either as manufacturing or as service
enterprise because this is a farming
activity} Page 18
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➢ Typing Centers
➢ Photo copying Centres
➢ Industrial R &D Labs
➢ Industrial Testing Labs
➢ Desktop Publishing
➢ Setting up of Cyber Cafes
➢ Auto Repairs Services and Garages
➢ Documentary Films on themes like family
planning,
social
forestry,
energy
conservation, commercial advertising.
➢ Laboratories engaged in testing of Raw
Materials and Finished Products.
➢ Servicing Industry undertakings engaged in
maintenance , repairs, testing or servicing of
all types of vehicles and machinery of any
description including electronics / electrical
equipments/ instruments i.e. measuring /
control instruments, television, Tape
Recorder, VCR, Radios, transformers,
motors, watches etc.
➢ Laundry and Dry Cleaning
➢ X-Ray clinic
➢ Tailoring
➢ Servicing of agriculture farm equipments e.g.
tractor, pumps, rig, boring machines etc.
➢ Weigh Bridge
➢ Photographic Lab
➢ Blue Printing and enlargement of drawing/
Design Facilities
➢ ISD/STD Booths
➢ Tele Printers/FAX services
➢ Sub Contracting Exchanges (SCXs)
established by industry associations.
➢ EDP institutes established by voluntary
associations/ non government organization.
➢ Color and Black and White studios equipped
with processing laboratories
➢ Ropeways in hilly areas.
➢ Installation and operation of cable TV
Network
➢ Operating EPBAX under franchisee.
➢ Beauty Parlors and Crèches.
The activity of “Bee-Keeping” is farming allied activity and therefore, would not be
covered in either manufacturing or service activity.
Piggery farm without bacon processing shall not be classified either as manufacturing
or as service enterprise because this is a farming activity. Page 19
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6. CREDIT SANCTION PROCEDURES
6.1. Sanctioning Authority
a) Individual Executives / Officials
b) Regional Office Level Credit Approval Committee-RLCC
c) Zonal Office Level Credit Approval Committee-ZLCC
d) Head Office Level Central Credit Approval Committee-HLCC-1
e) Head Office Level Central Credit Approval Committee – HLCC-2
f) Credit Approval Committee of the Board (CACB)
d) Management Committee of the Board (MCB)
e) Board of Directors.
Following shall be the procedure for Processing, Sanctioning, disbursing of a credit proposal.
6.2.Pre-Sanction:
i. To obtain an application for credit facilities from the borrower on the
prescribed format along with photograph of borrower/guarantor/promoter in
terms of KYC norms.
ii. To obtain and satisfy about status report from the present bankers (for new 
accounts) preferably before sanction or at least before disbursement.
iii. To obtain statements of assets and liabilities, of the firm / company / directors,
partners etc. and to verify the same with evidence namely Income Tax
Returns, Wealth Tax Returns, Sales Tax Returns etc.
iv. To conduct preliminary investigations as to the borrower‟s antecedents,
standing, integrity, knowledge and experience in the field of activity.
v. Scrutiny of the financial statement and other information, submitted by the 
borrower to ascertain the feasibility, technical, financial and economic
viability of the proposal.
vi. To ascertain whether proposal is within the bank‟s lending policy.
vii. To ascertain whether the security offered is on the Bank‟s approved list and its
marketability, transferability, storage etc.
viii. Pre-sanction inspection of the project preferably before sanction /
recommendation to the sanctioning authority or at least before disbursement
wherever required.
ix. To discuss with the party to obtain additional information.
All proposals should contain Turnaround Time Tracker (i.e., Flow Chart).
6.3.Process of Due Diligence Page 20
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6.3.1.Interview/discussion with the applicant : 
The Bank shall carry out discussion with the applicant borrower and ascertain the past
track record, activities presently undertaken, associate/group concerns, details about
the proposed project such as infrastructure arrangements, forward and backward
linkages, sources of margin arrangement for financial tie-up, procurement of raw
material, selling and marketing arrangement etc. The inputs through the process of
discussion should help the Bank in taking a decision whether or not to take up the
case for evaluation. 
6.3.2 Industry Prospects: The Bank shall ascertain information like present state and
future prospects of the particular industrial activity in which the constituent is
engaged duly taking into account the market environment demand-supply
position/major competitors/market share/position of the constituent in the respective
industry.
6.3.3 Financial Statements: The Bank shall analyse the financial statements of the
constituent/ income/wealth tax returns/assessment orders of the
constituent/guarantors. These statement/documents shall throw light on growth in
sales, profitability, cash accruals, tangible net worth position, investment in
associates, term liabilities, repayment commitment under term loans in relation to
cash accruals etc. The auditor‟s notes to the account shall reveal the accounting
practices followed by the business entity, details of contingent liabilities including
guarantee obligation, claims relating to income tax/sales tax/excise duty/custom duty
pending in the courts/tribunals. The information gathered as above shall enable the
Bank to get an idea on the business ethics adopted by the constituent and to take a
decision whether or not to have dealings with the constituent. Information on the
associates may also be ascertained.
6.3.4 Market Information
6.3.4.1 Opinion about the applicant/associate shall be collected by making market enquiries
with people in similar line of business / buyers / suppliers / competitors / employees
etc. Where the Bank has fully functional Credit Information Dept., market opinion
reports should be called from the said department besides making independent
market enquiries.
6.3.4.2 Even in the case of existing information on the constituent through market
information reports appearing in the local press/newspapers/business
magazines/contacts with Government officials / Businessmen / Banker-colleagues /
credit rating agencies, the Bank shall keep abreast with the market. 
6.3.4.3 In the case of small borrowers, the Bank shall ensure that the individual resides/
undertakes activity within the command area of the branch and his address shall be
got confirmed. Further discreet enquiries shall be made with nearby
residents/business establishments/employer/colleagues on the standing/credit-
worthiness of the borrower.
6.3.4.4 The due diligence certificate which should include the reference from whom discreet
enquiries about the company/promoters were made, will form part of the appraisal
note. Page 21

21 | Page
6.3.4.5 Certification of Due Diligence is to be obtained as per Annexure XXIV (Part 1 &
2) in terms of RBI Circular No. DBOD No. BP. BC 46/ 08.12.001/ 2008 dt.
19.09.2008.
6.3.4.6 Confidential Opinion from existing Banker
Efforts to be made to obtain Confidential Opinion from the existing banker in all new
connections. Efforts shall also be made to gather full information on the credit
facilities sanctioned, conduct of account, submission of data/ information etc. The
Bank may also examine the account statements of the previous banker to confirm
satisfactory past dealings and operations.
6.3.4.7 Pre-sanction visit to the applicant’s place
Pre-sanction visit to the applicant‟s place shall be undertaken to confirm the existence
of the unit as well as the assets offered as prime/collateral security and their
acceptability. The visit shall also be used to understand the trade practices /
manufacturing process of the unit / interact with the employees / other relevant
persons to collect purposeful information.
6.3.4.8 It will be the primary responsibility of the recommending authority / authorities to
verify the antecedents / credit information of the borrower, acceptability of security
and proper analysis of the financial indicators and correctness of information given in
the proposal based on which sanctioning authority will take final decision after
ensuring / examining policy compliance and conformity with overall Corporate
Policy.
7. ASSESSMENT OF CREDIT FOR MSME UNITS
In tune with the liberalized environment, our Bank has adopted the following system for
assessment of working capital requirements of the borrower.
7.1.1 Turnover Method: This method should be used for assessing fund based working
capital requirements enjoyed from the banking system up to Rs.5.00 crore.
7.1.2 Traditional Method: Fund based working capital requirements under this method
should be assessed under Method II of Tandon Committee for borrowers enjoying fund based
working capital limits of above Rs.5.00 crore but less than Rs.50.00 crore.
7.1.3. Cash Budget Method.
This method would be applicable to borrowers who are
i. Falling under Cyclical Industries like Tea, Sugar etc.
ii. Borrowers availing Fund Based Working Capital limits of Rs.50 crore and above from the
banking system.
The methodology of assessment of working capital limits is enclosed in Annexure-II
7.2.1 Term Loan Assessment Page 22
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A term Loan is an advance given for a fixed period with provision for repayment according
to agreed term. A term loan may be required to finance the following purposes:
I. For Financing Specific Asset;
II. For Financing modernization programme;
III. For Financing expansion programme;
IV. For Financing diversification programme;
V. For Financing New Project;
VI. For Financing Rehabilitation Project.
VII.
7.2.2. Term loans can be classified as under:
(i) Short term loan – where repayment period does not exceed 3 years
(ii) Medium term loan – where repayment period is over 3 year and up to 5 
years and
(iii) Long term loan - where repayment period exceeds 5 years.
7.2.3. Whatever be the purpose of term loan, it is to be always ensured that the activity/asset
financed must be capable of generating adequate cash profit so that it is sufficient to repay the
term loan installments. In case of business necessity, if required to provide „Security
Deposit” in lieu of Bank Guarantee, the request for Term Loan for funding the same may also
be considered for sanction.
7.2.4. While assessing a term loan proposal the following may be taken into account:
a. Technical Feasibility;
b. Commercial Viability;
c. Managerial Competence;
d. Economic Feasibility;
e. Financial Feasibility;
f. Cost of Project and Means of Finance;
g. Break-Even Analysis;
h. Debt-Service Coverage Ratio;
i. Pay-back period on discounted cash flow consideration;
j. Internal Rate of Return.
The appraisal of a term loan proposal needs consideration of all or some of the above
parameters. Page 23
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7.2.5 Techno Economic Viability study: Independent TEV study should be carried out in
respect all the Term Loan Proposals. 
For proposals up to Rs.5.00 crore TEV report from an outside agency may not be
insisted upon. However, sanctioning authority should ensure viability of the proposal
and proper recording to be made in the process note to that effect.
In case of proposals over Rs.5.00 crore TEV report from a reputed outside agency be
insisted and the same should be studied independently before making any
commitment. 
7.2.6. Sanction of term loan and working capital together: Term loans and working
capital facilities to be sanctioned at the same time and pro rata share to be taken in
case of Consortium/Multiple Banking.
7.2.7 A composite loan limit of Rs.1 crore can be sanctioned by banks to enable the MSE
entrepreneurs to avail of their working capital and term loan requirement through
Single Window.
7.2.8. Combined Level of stocks and receivables: CC/OD against stock and receivables to
be allowed under one facility.
7.2.9. Sanctioning Powers for combined limit: Full lending power for the combined limit
up to Rs.300 lac subject to lending power delegated under loan policy as per
Annexure VII. However no separate book debt facility is permissible, if combined
limit is sanctioned.
7.3.0. Simplified Process Note for MSME advances:
Further looking to various requirement, uniformity in process note, speedy disposal of
MSE loan application our Bank has further devised/modified process note with
following cut off limit vide Instruction Circular No. 1072 dated 04.01.2013. This will
be great helpful for the branches while processing the application under MSE
advances. Moreover there will be uniformity in processing of loan application in all
the branches across the country.
1. Process Note for MSME proposal with limit up to Rs.25 lac 
2. Process Note for MSME proposal with limit more than Rs.25 lac and up to
Rs.600 lac.
3. Process Note for limit above Rs.600 lac, Executive Brief will be used.
For loan up to Rs.100 lac under Cent Sahyog Scheme with CGTMSE coverage,
MSME application form and process note are available with the scheme.
Our Bank is introducing processing of MSME loan applications on line shortly and
engage the services of Sysarac Computer system (CLASS SOFTAWARE) and the
same is under development.
7.3.1. Rejection/Curtailment of credit limit to be approved by next higher authorities.
7.3.2. There should not be case where Term Loan has been sanctioned but sanction of
Working Capital facility is awaited. Page 24
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7.4.0. Margin: The margin on combined limit up to Rs.300 lac may be at 25% and
receivables up to 180 days can be reckoned for book debt financing. For loans under
Government sponsored schemes and Bank‟s special credit schemes, margin will be
obtained as stipulated in the scheme even if it is different from the levels indicated
above. In exceptional cases, margins lesser than indicated above can be relaxed by
the next sanctioning authority not below the rank of Dy. General Manager/General
Manager for proposals falling within their delegated lending powers and in other
cases by the Executive Director or the Managing Director subject to RBI directives.
7.5.0. Ratios:
Current Ratio:
1.10
Debt-Equity Ratio: 
3:1
Debt Service Coverage Ratio (Average): 1.25
Interest Coverage Ratio: 
1.50:1
Asset Coverage Ratio:
1.33:1
7.7.1.3 Hurdle Rate:
Hurdle Rate is the minimum threshold rating for sanctioning credit proposals. No proposal
can be sanctioned which does not comply with the Hurdle Rate norms.
I. MSE advances under scoring model should comply with minimum score of 51 marks
which is the hurdle rate.
II. For New accounts, the Financial and Overall Risk Rating should be minimum CBI 6
III. For Enhancement of Limits in Existing Accounts, the Financial Risk Rating should be
minimum CBI 6 and Overall Rating should be minimum CBI 7.
IV. In case of any deviation the proposal can be approved by ZLCC/RLCC up to one 
notch below the stipulated hurdle rate for the proposals falling within the powers of
Scale IV and below. In case of proposals falling within the delegated lending powers
of ZLCC/RLCC they can approve such deviation. However, while giving Page 25
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clearance/approval it should be ensured that the proposal carries intrinsic strength to
indicate that it will be able to attain the hurdle rate within a reasonable time.
The credit rating as per this system is to be done by the branch on yearly basis and to be
confirmed by the competent authority as mentioned below.
Sanctioning Authority
Confirming Authority
Branch Manager up to Scale III
Senior Regional Manager/Regional Manager
Chief Manager/Asstt. General
Manager
Zonal Manager (DGM) / Field General
Manager(FGM)
7.8. Rating Agencies: Bank has entered into an MOU for Performance and Credit Rating
Mechanism of National Small Industries Corporation (NSICs) with following rating
agencies.
1. CARE
2. CRISIL
3. FITCH
4. ICRA
5. SMERA
6. ONICRA
7. BRICKWORK
If borrower opts for credit rating with any of the above agencies, bank will consider
following concessions.
➢ Concession of 50% in Processing Charges
➢ Interest Concession of 0.25% for the following rating scale.
➢ The unit will get subsidy from NSIC on initial rating.
PERFORMANCE
CAPABILITIES
FINANCIAL
STRENGTH
INTEREST
CONCESSION
HIGH
HIGHEST
SE 1A
0.25%
HIGH
SE 2A
0.25% Page 26

26 | Page
The concession is valid up to 23.11.2013 subject to further renewal of tie up with these
agencies.
Bank is adopting the ratings assigned by the external rating agencies for the purpose of
pricing only and not as a substitute for Bank‟s internal Credit Rating exercise.
8. SECURITY NORMS
8.1. It is mandatory to extend collateral free loans up to Rs.10.00 lac to the Micro and Small
Enterprises (MSE) sector. No third party guarantee is required up to this limit. Such loan will
invariably be covered under credit guarantee scheme of CGTMSE.
8.1.2. It is also advised to cover all MSE loans under CGTMSE scheme invariably without
any exception; so long the quantum of finance does not exceed the prescribed cap of Rs.1.00
crore. If any finance is to be made outside the coverage of CGTMSE scheme, the branch
must appraise its immediate controlling office on merits of such exclusion and obtain its
approval for the same.
8.1.3 It is advised to strongly encourage availing of the Credit Guarantee Scheme cover, as it
has been included for making performance in this regard a criterion in the performance
appraisal of staff.
8.1.4 In all other cases security norms as under will be applicable.
8.1.5. Approved Securities
To treat a particular commodity as security, the requisites shall be that the bank should be in
a position to realize its dues by disposing of the security in case of failure on the part of the
debtor to repay the debt. Such a security should have easy marketability, storability, stability
in price, easy transferability of title, easy handling and valuation of security etc. The
realization of the security should be without much lengthy legal formalities. 
8.1.5 (a) Post Dated Cheques/ECS mandate to be obtained from the borrower towards
repayment of Principal & Interest and not to be taken as security. PDCs/ECS so obtained
to be presented on dues dates. In case of dishonor of the instrument on presentment,
appropriate action under NI Act, to be initiated against the borrower immediately within the
stipulated time.
8.1.6. Recommended Margin:
Approved Securities
Minimum
Margin (%)
i) Fixed Deposits held in the name of the borrower
10
ii) Fixed deposits in the name of the third party
25 Page 27
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iii) Gilt edged securities viz., bonds / stocks issued by Central / State
Government / Statutory / quasi-Government Corporation or Body
repayment of which is guaranteed by the Central / State Government
(including Post office) 
25
iv) National Saving Certificates with accrued value
20
v) Surrender value of LIC Policies
10
vi) Shares and debentures (on Bank’s approved list):In
Dematerialized form
50
vii) Stocks of tradable commodities / goods having realizable value
(RM, SIP, FG)
25
viii) Book Debts.
- For Book debts Up to 90days 
- For Book debts beyond 90 days and up to 180 days #
25
35
ix) Plant and Machinery (New)
25
x) Plant and Machinery (Secondhand)
40 **
xi) Bills of Exchange with Documents / acceptances
Nil
xii) Gold Ornaments
40
xiii) Vehicles
25
xiv) Furniture / Fixtures
25
xv) Consumer durables
25
xvi) Live Stocks
25
xvii) Land and Buildings / Free Hold Plots
40
Xviii) Land & building forming part of project
25
xix) Commodities falling under Selective Credit Control.
As directed by
RBI from time to
time
xx) Any other Securities so approved by Central Office.
Margin will be
notified by Central
Office Page 28

28 | Page
# Advance against Book Debts beyond 90 days and up to 180 days may be sanctioned by a
Credit Approval Committee headed by a delegate in the rank of DGM and above and
receivables must be from Govt. Departments, PSUs and reputed Corporates having
minimum existence of 3 years with satisfactory track record. 
For exporters, lower margin up to 10% may be allowed for export receivables backed by
L/C or firm orders placed on companies having satisfactory track record, subject to
approval by a Credit Approval Committee headed by an authority not below the rank of Dy
General Manager.
The above margins shall be subject to RBI guidelines wherever applicable and in deserving
cases the margin may be relaxed to the maximum extent of 5% by RLCC/ZLCC for
proposals falling up to their lending powers and in other cases by HLCC-2/CACB subject
to RBI directives.
** 40% Margin of residual value of second hand machinery.
For exporters, lower margin up to 10% may be allowed for export receivables backed by
L/C or firm orders placed on companies having satisfactory track record, subject to
approval by a Credit Approval Committee headed by an authority not below the rank of
Dy. General Manager.
8.1.7. The above mentioned minimum margins shall be subject to RBI guidelines wherever
applicable and in deserving cases the margin may be relaxed to the maximum extent of 5% by
RLCC/ ZLCC for proposals falling up to their lending powers and in other cases by HLCC-
2/ CACB subject to RBI directives.
8.1.8. The drawing Power is available only on business/trade book debts which are not older
than 90 / 180 days as the case may be. The Drawing Power should be arrived at on the
basis of monthly book debt statements. At least once in every quarter such statement
must be certified by Chartered Accountant.
8.1.9 For Working Capital limit up to Rs.15.00 crore, a combined limit against inventory
and receivables may be allowed. There shall be a common margin of 25% up to
Rs.5.00 crore and balance of Rs.10.00 crore with usual/ applicable margin for
receivables and inventory as the case may, subject to the condition that it is not a
Takeover loan. However, delegatees having powers to sanction advance against Book
Debts only can consider such proposals. Moreover, DP against Book Debt should not
be more than 50% of the overall limit. For calculation of DP, guidelines given in the
Annexure 16 of Loan Policy should be followed.
8.1.9. Promoters‟ Margin on Project Finance Portfolio:
1) For Infrastructure Projects: 
40% of the sanctioned Margin should be brought by the Promoters upfront and the
remaining 60% of the Margin to be brought in stages along with the disbursement of
bank finance.
2) For other Projects: Page 29
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50% of the sanctioned Margin should be brought by the Promoters upfront and the
remaining 50% of the Margin to be brought in stages along with the disbursement of
bank finance.
3) However, for financing under consortium / syndication the Bank will normally
follow the decision of the consortium/syndicate as regards bringing in of promoter‟s
margin on project finance and shall fall in line with other lenders.
8.1.10 Bank shall explore the possibility of obtaining collateral securities apart from
primary security or in case where no primary security is available.
Collaterals at least to the extent of 50% of loan amount to be insisted in case where
the nature of primary security is of perishable nature, slow moving products, high
volatility in prices etc. In case where no primary security is available, minimum
collaterals to the extent of 60% of loan amount to be insisted. CACB/ HLCC-2 shall
have the powers to consider any deviation in this regard.
- In the case of Trading Account, Consortium/Multiple Banking/syndication Finances,
we may accept collateral security to the extent of even less than 50% of the loan
amount at par with other banks/FIs., on case to case basis. (such cases shall be
considered only at CO level by CACB/HLCC-2 and/or MC of the Board)
- In case of non-consortium trading accounts, the minimum collateral coverage should
be 50% of the total credit facilities. However, Credit Approval Committees headed
by delegatees not less than the rank of DGM may consider proposals within their
delegated powers with a Collateral coverage between 25% to 50%. Such proposals
with less than 25% coverage may be considered at Central Office by HLCC-
2/CACB/ MC depending upon the merit of the case. This is subject to the following
stipulations that:
a. Rating of the account should be minimum B+ [CBI-4 and above].
b. Key Financial Ratios should not be lower than the benchmark level.
c. Operational dealings with our Bank / with other Banks should be satisfactory.
8.1.11. Negative List of Securities.
8.1.11 1. All those securities which will not be legally enforceable in case of default by the
borrowers are classified as securities under Negative List. List of some such items are as
under:
i. Commodities possession of which is unlawful.
ii. In case of certain controlled sensitive commodities like rubber, fertilizer and similar
commodities, where the required license is not obtained and Page 30
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iii. Securities on which a valid charge cannot be created such as LIC Policies under
Married Women‟s Property Act.
9. CLUSTER BASED APPROACH
(i)
60 clusters have been identified by the Ministry of Micro, Small and Medium
Enterprises, Government of India for focused development of Small Enterprises
sector. All SLBC Convenor banks have been advised to incorporate in their
Annual Credit Plans, the credit requirement in the clusters identified by the
Ministry of Micro, Small and Medium Enterprises, Government of India.
As per Ganguly Committee recommendations banks have been advised that a
full-service approach to cater to the diverse needs of the MSE sector may be
achieved through extending banking services to recognized MSE clusters by
adopting a 4-C approach namely, Customer focus, Cost control, Cross sell and
Contain risk. A cluster based approach to lending may be more beneficial:
(a) in dealing with well-defined and recognized groups;
(b) availability of appropriate information for risk assessment and
(c) monitoring by the lending institutions.
Clusters may be identified based on factors such as trade record, competitiveness
and growth prospects and/or other cluster specific data.
(ii)
As per announcement made by the Governor in paragraph 157 of the Annual
Policy Statement 2007-08, all SLBC Convenor banks have been advised vide
letter RPCD.PLNFS.No. 10416/06.02.31/ 2006-07 dated May 8, 2007 to review
their institutional arrangements for delivering credit to the MSME sector,
especially in 388 clusters identified by United Nations Industrial Development
Organisation (UNIDO) spread over 21 states in various parts of the country. A list
of SME clusters as identified by UNIDO has been furnished in Annex III of RBI
Master circular dated 01.07.2013.
(iii)
The Ministry of Micro, Small and Medium Enterprises has approved a list of
clusters under the Scheme of Fund for Regeneration of Traditional Industries
(SFURTI) and Micro and Small Enterprises Cluster Development Programme
(MSE-CDP) located in 121 Minority Concentration Districts. Accordingly,
appropriate measures have been taken to improve the credit flow to the identified
clusters of micro and small entrepreneurs from the Minorities Communities
residing in the minority concentrated districts of the country.
(iv)
In terms of recommendations of the Prime Minister‟s Task Force on MSMEs
banks should open more MSE focused branch offices at different MSE clusters Page 31
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which can also act as Counseling Centres for MSEs. Each lead bank of a district
may adopt at least one MSE cluster. 
10. COMMON GUIDELINES / INSTRUCTIONS FOR LENDING TO MSE SECTOR
10.1 Disposal of Applications
As per RBI master circular on Priority Sector, all loan applications for MSE units up to a
credit limit of Rs. 25,000/- should be disposed of within 2 weeks and those up to Rs. 5 lakh
within 4 weeks provided the loan applications are complete in all respects and accompanied
by a " check list".
As per Banking Codes and Standards Board of India for Micro and Small and Medium
Enterprises disposal of application for a credit limit or enhancement in existing credit limit up
to Rs.5 lac within two weeks and for credit limit above Rs.5 lac and up to Rs.25 lac within 4
weeks and for credit limit above Rs.25 lac within 8 weeks from the date of receipt, provided
the application is complete in all respects and is accompanied by documents as per „check
list‟ provided.
10.2. Acknowledgement of Loan Applications to MSME borrowers
It has been advised to mandatorily acknowledge all loan applications, submitted manually or
online, by their MSME borrowers and ensure that a running serial number is recorded on the
application form as well as on the acknowledgement receipt. Banks are further encouraged to
start Central Registration of loan applications. The same technology may be used for online
submission of loan applications as also for online tracking of loan applications.
In this regard BCSBI has instructed that “The bank to initiate the system of indicating in
writing the expected timeframe for disposal of loan application while acknowledging
loan application keeping in view commitments made in para 5.1.j of MSE code 2012.”
Rejection clause:
Reasons for rejection of loan applications for all categories of borrowers, irrespective of
any threshold limit to be conveyed.
In case of rejection of proposals relating to Exports & SC/ST applicants under MSME
shall be referred to the next Higher Authority. 
As such it is requested to ROs to provide all the branches with a rubber stamp in English,
Hindi and Regional Language for acknowledging the MSE loan applications with following
details.
ACKNOWLEDGEMENT FOR MSE LOAN APPLICATION Page 32
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Name of Borrower
Date of Application
Date of receipt of application
Amount of loan applied
Running Serial Number of application
Expected time for disposal of loan
application
Date of sanction
If rejected date of rejection
Reasons for rejection
10.3. Collateral
I. It is mandated not to accept collateral security in the case of loans upto Rs.10 lakh
extended to units in the MSE sector. It is also advised to extend collateral-free loans
upto Rs. 10 lakh to all units financed under the Prime Minister Employment
Generation Programme of KVIC. Branches may, on the basis of good track record
and financial position of the MSE units, increase the limit of dispensation of collateral
requirement for loans up to Rs.25 lakh (with the approval of the next authority).
II. It is advised to encourage strongly the branch level functionaries to avail of the Credit
Guarantee Scheme cover, including making performance in this regard a criterion in
the evaluation of their field staff.
10.4. Scheme of Small Enterprises Financial Centres (SEFCs):
As per announcement made by the Governor in the Annual Policy Statement 2005-06, a
scheme for strategic alliance between branches of banks and SIDBI located in clusters,
named as “Small Enterprises Financial Centres” has been formulated in consultation with the
Ministry of SSI and Banking Division, Ministry of Finance, Government of India, SIDBI,
IBA and select banks and circulated to all scheduled commercial banks on May 20, 2005 for
implementation. SIDBI has so far executed MoU with 15 banks (Bank of India, UCO Bank,
YES Bank, Bank of Baroda, Oriental Bank of Commerce, Punjab National Bank, Dena Bank,
Andhra Bank, Indian Bank, Corporation Bank, IDBI Bank, Indian Overseas Bank, Union
Bank of India, State Bank of India and Federal Bank). List of MSME clusters covered by
existing SIDBI branches is furnished inAnnex II. Page 33
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10.5.Specialised MSME branches
Banks have been advised to 
a. Open at least one Specialized MSME Branches in each district. 
b. Further, banks have been permitted to categorise their MSME general banking
branches having 60% or more of their advances to MSME sector in order to
encourage them to open more specialised MSME branches for providing better
service to this sector as a whole. 
c. As per the policy package announced by the Government of India for stepping up
credit to MSME sector, the public sector banks will ensure specialized MSME
branches in identified clusters/centers with preponderance of small enterprises to
enable the entrepreneurs to have easy access to the bank credit and to equip bank
personnel to develop requisite expertise. 
The existing specialised SSI branches have been redesignated as MSME branches.
Though their core competence will be utilized for extending finance and other services to
MSME sector, they will have operational flexibility to extend finance/render other
services to other sectors/borrowers.
At present we have 535 Specialized MSME branches operating throughout the country
10.6.Delayed Payment
Under the Amendment Act, 1998 of Interest on Delayed Payment to Small Scale and
Ancillary Industrial Undertakings, penal provisions have been incorporated to take care of
delayed payments to MSME units. After the enactment of the Micro, Small and Medium
Enterprises Development (MSMED), Act 2006, the existing provisions of the Interest on
Delayed Payment Act, 1998 to Small Scale and Ancillary Industrial Undertakings, have been
strengthened as under:
i. In case the buyer to make payment on or before the date agreed on between him and
the supplier in writing or, in case of no agreement before the appointed day. The
agreement between seller and buyer shall not exceed more than 45 days.
ii. In case the buyer fails to make payment of the amount to the supplier, he shall be
liable to pay compound interest with monthly rests to the supplier on the amount from
the appointed day or, on the date agreed on, at three times of the Bank Rate notified
by Reserve Bank.
iii. For any goods supplied or services rendered by the supplier, the buyer shall be liable
to pay the interest as advised at (ii) above.
iv. In case of dispute with regard to any amount due, a reference shall be made to the
Micro and Small Enterprises Facilitation Council, constituted by the respective State
Government. Page 34
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Further, banks have been advised to fix sub-limits within the overall working capital limits to
the large borrowers specifically for meeting the payment obligation in respect of purchases
from MSMEs.
10.7.Restructuring of MSMEs Stressed Assets, Rehabilitation of MSME units (Post
NPA) 
In view of the recommendations of Working Group on rehabilitation of potentially viable
sick units (Chairman: Dr. K. C. Chakrabarty), regarding changing the definition of sickness
and the procedure for assessing the viability of sick MSE units, a Committee was set up by
the Ministry of MSME to look into the issue. Based on the recommendation of the
Committee, revised guidelines for rehabilitation of sick units in the MSE sector have been
issued vide RBI circularRPCD.CO.MSME & NFS.BC.40/06.02.31/2012-2013 dated
November 1, 2012.
The objective of the revised guidelines is to hasten the process of identification of a unit as
sick, early detection of incipient sickness, and to lay down a procedure to be adopted by
banks before declaring a unit as unviable.
As per the new guidelines, a Micro or Small Enterprise (as defined in the MSMED Act 2006)
may be said to have become Sick, if (a) any of the borrowal account of the enterprise remains
NPA for three months or more OR (b) there is erosion in the net worth due to accumulated
losses to the extent of 50% of its net worth during the previous accounting year.
The revised guidelines also provide the procedures to be adopted by the banks before
declaring any unit as unviable. Banks have been advised that the decision on viability of the
unit should be taken at the earliest but not later than 3 months of becoming sick under any
circumstances and the rehabilitation package should be fully implemented within six months
from the date the unit is declared as 'potentially viable' / 'viable'.
Our Bank has issued necessary guidelines on above vide Instruction Circular No. 1016 date
20.11.2012. 
Important Points for Management/Restructuring of MSME stressed assets
1. Stressed Assets are defined as accounts where principal and / or interest remains overdue
for more than 30 days.
2. If default is less than 30 days, Branch Offices should closely monitor and follow up with
the promoters for early clearance of dues.
3. If default is of 30 to 60 days, then special attention to be given as these accounts may
eventually turn into NPA. These accounts shall be reported to Regional Office latest by
30
th
day of default for close review and monitoring by RO.
4. The loan accounts having outstanding more than Rs.2 crore where defaults are more than
60 days, need to be referred to CO by the 60
th
day for review and monitoring.
5. Rehabilitation Package of cases with outstanding up Rs.2 crore could be worked out
at ZO level and more than Rs.2 crore at Central Office level. Page 35
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Rehabilitation of MSME units (post NPA)
Timely and adequate assistance to MSEs and rehabilitation effort should begin when
early signs of sickness are detected. This would be termed as Handholding stage. An
account may be treated to have reached the „handholding stage‟ if
a. There is delay in commencement of commercial production by more than six
months..
b. The company incurs losses for two years or cash loss for one year.
c. The capacity utilization is less than 50% of the projected level in terms of
quantity or the sales are less than 50% of the projected level in terms of value
during a year.
6. Unit become Sick, if enterprise remains NPA for three months or more or if there is
erosion in the net worth due to accumulated losses to the extent of 50% of its net worth
during the previous accounting year.
7. The decision on viability of the unit should be taken at the earliest but not later than 3
months of becoming sick under any circumstances.
8. All potential viable sick units/service sector projects assisted by the Bank are eligible
to seek rehabilitation package for revival.
9. For sick units declared unviable, with credit facilities of Rs.1 crore and above, a
Committee approach may be adopted. A committee comprising of Senior Regional
Manager as the case may examine such proposal.
10. In respect of units covered under ECGC/CGTMSE guarantee rehabilitation measures
could be considered subject to approval of the package by ECGC/CGTMSE as the case
may be.
11. Units becoming sick on account of willful mismanagement, willful default, unauthorized
diversion of funds, disputes among partners/promoters will not be considered.
12. Process Note for Rehabilitation of sick MSE unit is given hereunder.
PROCESS NOTE FOR REHABILITATION OF SICK MSEs
NAME OF BRANCH :
NAME OF REGION:
NAME OF ZONE: Page 36
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1. Name of the borrower & Worth
2. Address
3 Nature of Business
4 Nature / Type of Product
5 Installed Capacity
6 Average Capacity Utilization
during last/current year
7 Whether functioning of the unit
normal
8 Whether any incidence of
strike/disruption of work noticed
since last one year
9 What is condition of Plant and
Machinery
10 Conditions of Godown/sheds
where Raw Material/Finished
Goods etc are stored.
11 In case of manufacturing units,
whether all statutory permissions
received, land acquired etc.
12 Rehabilitation requested ( for
facilities and terms if any)
13 Name/Designation/Views/Recom
mendations of inspecting officers
14 Assets Classification
Standard / Sub-Standard / Doubtful / Loss
15 Name of Guarantor & Worth
16 Date of Sanction
17 Facilities – Nature
CC/OD
TL
Others
-Sanctioned Limit
- Amount disbursed
- Balance Out standing
- Overdue Amount Page 37
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- Total credit in the account
18 Securities 
Primary
Collateral
- Nature
- Value
19 Repayment period
20 Reasons for overdue and default in
repayment 
REPHASEMENT SCHEDULE
Sl. Particulars
Existing Conditions
Proposed Condition/Relief 
1. Repayment Period
2. Amount of instalment 
3. Overdue - Principal 
4. - Interest
10.8. Micro and Small Enterprises Sector – The imperative of Financial Literacy and 
consultancy support
Keeping in view the high extent of financial exclusion (92 per cent) in the MSME sector, it is
imperative that the excluded units are brought within the fold of the formal banking sector.
The lack of financial literacy, operational skills, including accounting and finance, business
planning etc. represent formidable challenge for MSE borrowers underscoring the need for
facilitation by banks in these critical financial areas. Moreover, MSE enterprises are further
handicapped in this regard by absence of scale and size. To effectively and decisively address
these handicaps, Scheduled commercial banks have been advised vide RBI circular
RPCD.MSME & NFS.BC.No.20/06.02.31/2012-13 dated August 1, 2012 that the banks
could either separately set up special cells at their branches, or vertically integrate this
function in the Financial Literacy Centres (FLCs) set up by them, as per their comparative
advantage. The staff should also be trained through customised training programs to meet the
specific needs of the sector.
10.9.Structured Mechanism for monitoring the credit growth to the MSE sector
In view of the concerns emerging from the deceleration in credit growth to the MSE sector,
an Indian Banking Association (IBA)-led Sub-Committee (Chairman: Shri K.R. Kamath) was
set up to suggest a structured mechanism to be put in place by banks to monitor the entire Page 38
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gamut of credit related issues pertaining to the sector. Based on the recommendations of the
Committee, banks have been advised to:
• strengthen their existing systems of monitoring credit growth to the sector and put in
place a system-driven comprehensive performance management information system
(MIS) at every supervisory level (branch, region, zone, head office) which should be
critically evaluated on a regular basis;
• put in place a system of e-tracking of MSE loan applications and monitor the loan
application disposal process in banks, giving branch-wise, region-wise, zone-wise and
State-wise positions. The position in this regard is to be displayed by banks on their
websites; and 
• monitor timely rehabilitation of sick MSE units. The progress in rehabilitation of sick
MSE units is to be made available on the website of banks.
For detailed guidelines please refer RBI circular no. RPCD. MSME&NFS.BC.No. 74
/06.02.31/2012-13 dated May 9, 2013.
10.10. State Level Inter Institutional Committee
In order to deal with the problems of co-ordination for rehabilitation of sick micro and small
units, State Level Inter-Institutional Committees (SLIICs) have been set up in all the States. 
The meetings of these Committees are convened by Regional Offices of RBI and presided
over by the Secretary, Industry of the concerned State Government. 
It provides a useful forum for adequate interfacing between the State Government Officials
and State Level Institutions on the one side and the term lending institutions and banks on the
other. 
It closely monitors timely sanction of working capital to units which have been provided term
loans by SFCs, implementation of special schemes such as Margin Money Scheme of State
Government and reviews general problems faced by industries and sickness in MSE sector
based on the data furnished by banks. 
Among others, the representatives of the local state level MSE associations are invited to the
meetings of SLIIC which are held quarterly. 
A sub-committee of SLIIC looks into the problems of individual sick MSE unit and submits
its recommendations to the forum of SLIIC for consideration.
10.11. Empowered Committee on MSMEs
As part of the announcement made by the Union Finance Minister, Empowered Committees
on MSMEs have been constituted under the Chairmanship of the Regional Directors, RBI
with the representatives of SLBC Convenor, senior level officers from two banks having
predominant share in MSME financing in the state, representative of SIDBI Regional Office,
the Director of Industries of the State Government, one or two senior level representatives Page 39
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from the MSME/SSI Associations in the state, and a senior level officer from SFC/SIDC as
members. 
The Committee will meet periodically and review the progress in MSME financing as also
rehabilitation of sick Micro, Small and Medium units. It will also coordinate with other
banks/financial institutions and the state government in removing bottlenecks, if any, to
ensure smooth flow of credit to the sector. The committees may decide the need to have
similar committees at cluster/district levels.
10.12. Channel Financing / Vendor Financing / Dealer Financing
10.12.1. This is a concept of „supply chain‟ with the chain having three perceptibly distinct
links - the pre-production, production and post production. There is a proper
continuity and coordination of all related issues like delivery channels of goods,
services and finances. The finances required for the organization transfused across
the business cycles will have to be healthily circulated and supported, sustaining the
supply chain of activities. This process of infusing the financial life blood across
the supply chain is normally the gist of channel financing. Thus the focus of
channel finance is to extend an integrated financial and commercial solution to the
supply and distribution channels of a business unit.
10.12.2. Channel financing is a refinement upon the conventional financial support services
for a Business Concern and adds value to the transaction for all the parties
concerned.
10.12.3. The significant concept of channel financing is that the manufacturing business
concern, who is the principal customer for a Bank identifies and suggests the names
of his suppliers and dealers to the Bank and Bank makes a due diligence assessment
of the suppliers‟/dealers standing and credit worthiness.
10.12.4. For the Bank, the benefits arising out of Channel financing are manifold. The Banks
gets tailor made customers. Customer base is enlarged as the relationship banking
gets bolstered. The lending activity and the loan origination process are greatly
simplified. Working capital assessment would be easier and more of bill finance
and less of traditional cash credit facilities would ensure better credit discipline. As
the risk gets diversified and credit exposure norms are better observed, Bank will
have convenient tool in managing its assets portfolio.
10.12.5. The Channel Financing opportunities lie mainly in the Steel belt cluster and the
automobile manufacturing cluster. Bank will tap its existing corporate clients for
business opportunities under the said segment. 
10.12.6.In addition to the above, Bank will also endeavor to expand the credit portfolio
through acquisition of assets by way of assignment of debts/Inter-Bank participatory
Certificates (IBPCs), Novation, Securitized assets & Buyout of loans from other
Banks etc.. This will be more desirable when the Bank is having surplus liquidity. 
a) Portfolio Buyout gives the Bank an opportunity to acquire quality assets, if
decision is taken after proper due diligence.
b) Some of the Private/ Foreign Banks, due to de-risking certain segments of their
credit portfolio, paucity of funds & ALM mismatches/ issues etc., interested to Page 40
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securitize some of their assets as on date of Balance Sheet, for outright sale or by
way of Inter Bank Participation Certificates.
c) To deploy any surplus funds profitably and optimize loan books, Bank can
undertake exposure by way of IBPC/ Assignment/ Novation of loans etc.
d) The exposure under the IBPC/ Assignment/ Novation is to be undertaken only
after due study of their past working results, financials and credit appraisal.
e) In case of outright purchases of any loan asset eligible to be categorized under
priority sector, shall be eligible for classification under the respective category of
priority sector(direct or indirect), provided the loans purchased are eligible to be
categorized under priority sector; the loan assets are purchased (after due
diligence and at fair value) from banks and financial institutions, without any
recourse to the seller; and the eligible loan assets are not disposed of, other than
by way of repayment, within a period of six months from the date of purchase. 
f) Authority to approve the buyout is CACB/MCB.
g) In the matter of Portfolio Buyouts, the guidelines issued by Priority Sector/ Retail
Lending Department from time to time, shall be complied with. 
10.12.7. Industries under Core Sector: 1.Steel 2. Cement & 3. Coal
10.13. Credit Information Bureau (India) Ltd. - (CIBIL)
10.13.1Credit Information Bureau (I) Ltd. has been set up in January 2001 and is 
established with the primary purpose of information sharing between Banks and
Financial Institutions for curbing the un-desired growth of NPA.
10.13.2Banks are required to provide periodical information on suit filed accounts of Rs.1
crore and above, list of suit filed and willful defaulters of Rs. 25 lacs and above.
10.13.3Banks/FIS/SFCs are also to submit information of non-suit filed accounts also to
CIBIL in the prescribed format, so as to make CIBIL fully operational.
10.13.4The necessary information along with the formats has been sent to the branches for
furnishing information on ongoing basis. The branches shall take necessary steps to
quickly and regularly furnish the information in the prescribed format to DIT,
Central Office for onward submission to CIBIL.
10.13.5It is mandatory to obtain consent letter from all the borrowers to submit information
to CIBIL as stated in para 5.3.5.2 & 5.3.5.3.
10.13.6 The Bank shall obtain reports from Credit Information Bureau (India) Ltd. (after 
the latter is fully operationalised) on the credit facilities enjoyed by the constituents
as well as the status of the accounts.
10.14. RBI Defaulters List: Reference to defaulters list/willful defaulters list/Caution
list/Exporters Caution List, Specific Approval List (SAL) of ECGC to be made part
of the Process Note at all levels. Defaulter‟s List /willful Defaulter‟s List/Caution
List are being made available to the branches by way of Circulars. Exporters
Caution List/Specific Approval List is being made available by circulars to
controlling offices and Foreign Exchange dealing branches. Branches/Offices are
required to ensure that the above lists are referred to while submitting credit
proposals. In case the names of Directors appear in the said list, the following policy
is to be adopted. 
10.14.1.Credit facilities to companies whose directors are in the defaulters list of 
RBI or appearing in CIBIL data as defaulter. Page 41
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The Directors of the Company may be classified as promoters/elected
professionals/nominees/honorary directors. RBI has been collecting and circulating
information on defaulting companies. Though RBI‟s defaulters‟ list is given due
cognizance in the appraisal process, a general policy on the issues relating to
sanction/continuation of credit facilities to such companies whose directors are in the
RBI‟s defaulters list or appearing as defaulter in CIBIL data, needs to be put in place.
Accordingly, it has been decided to adopt the following approach. Delegates as per
the lending power delegated to them may take appropriate decision on the basis of the
guidelines given.
Director of applicant company if
Our Approach
a. Promoter Director of a defaulting
company
b. Director of a defaulting company
having a role in the day-to-day affairs
of its management
• No adhoc/ enhancement/ additional new
credit facilities to be sanctioned to the
applicant company till the names are
removed from the defaulters‟ list by RBI 
• In case the performance and conduct of
the accounts of the applicant company
are otherwise satisfactory, renewal/
continuation of the limit at the existing
levels may be considered. 
c. Promoter Director of a defaulting
company or director of a defaulting
company having a role in day to-day
affairs of its management, but who has
resigned from the Board to circumvent
any obstacle in getting credit. 
• No adhoc / enhancement / additional /
new credit facilities to be sanctioned till
the names are removed from the
defaulter‟s list by RBI.
• In case the performance and conduct of
the accounts of the applicant company
are otherwise satisfactory, renewal/
continuation of the limit at existing
levels may be considered. 
•
d. Director in a defaulting company, but
not connected in any way with its day-
to-day management. 
• Proposals to be considered on merits. If
the defaulting company is an associate/
subsidiary of the applicant company or a
group company, approach mentioned in
„a‟ & „b‟ above may be followed. 
Nominee / professional / honorary director
of a defaulting company, including
associate/group/ subsidiary company. 
• Proposal to be considered on usual
parameters as these directors are in their
professional/honorary capacity 
Promoter / nominee / professional
honorary director as in „a‟ to „d‟ above but
whose names are yet to be included in
RBI‟s defaulter‟s list (as the list is
• The above approach may be followed in
such cases also, if information is
available. Page 42
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published by RBI only once in three
months).
10.14.2Management Committee of the Board/CACB may consider the proposals in cases
where the names of proprietors / partners /etc are appearing on RBI defaulters list
taking an overall view of the case.As regards credit facilities to companies, whose
directors are in the willful defaulters‟ list of RBI, Bank would follow guidelines
issued by RBI from time to time.
10.14.3The above policy on defaulters will be broad framework for sanction/continuation 
of credit facilities to companies whose directors are in the RBI‟s list of defaulting
borrowers /FIs with dues of Rs.1.00 crore and above. CIBIL is presently displaying
the updated list of Willful defaulters (suit filed) on its website, which is updated from
time to time. RBI circulates to banks list of Willful Defaulters (non- suit filed) on a
quarterly basis. 
10.14.4Willful default & action there against: - Bank would endeavour to fully comply with
RBI guidelines on willful defaulters and action there against in terms of RBI‟s
definitions of „willful default‟, diversion & siphoning of funds and end use of funds. 
The penal measures would be made applicable to all borrowers identified as willful
defaulters or the promoters involved in diversion/siphoning of funds with outstanding
balance of Rs.25.00 lacs or more without any exception. Similarly, the limit of
Rs.25.00 lacs will also be applied for the purpose of taking cognizance of instances of
siphoning and diversion of funds.
10.14.5Where a letter of Comfort or guarantee furnished by the companies within a Group in
favour of a willful defaulting unit is not paid when invoked by the Bank, such Group
companies also may be reckoned as willful defaulters.
10.14.6.In cases of project financing, Bank would endeavour to ensure end use of funds by,
inter-alia, obtaining certification from Chartered Accountants. In case of short term
corporate/clean loans, such an approach would be supplemented by due diligence on
the part of the Bank. It shall be endeavour of the Bank to ensure that such loans are
limited to borrowers whose integrity and reliability are above board. The Bank shall
also endeavour to comply with the measures advised by RBI for monitoring and
ensuring end use of funds. Bank will also retain the right to get investigative audit
conducted whenever it is prima facie satisfied that there is a case for such
investigative audit to detect siphoning /diversion of funds or other malfeasance.
10.14.7No additional facilities shall be granted by the bank to the listed willful defaulters. 
Further, entrepreneurs/promoters of companies where the Bank has identified
siphoning/diversion of funds, misrepresentation, falsification of accounts and
fraudulent transactions shall be debarred from Bank finance for floating new ventures
for a period of 5 years from the date the name of the willful defaulter is published by
RBI/CIBIL. Page 43
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10.14.8The legal process, wherever warranted, against the borrowers/guarantors and
foreclosure of recovery of dues should be initiated expeditiously. The Bank may also
initiate criminal action against willful defaulters, wherever deemed necessary.
10.14.9Where FIs have significant stake and where the FIs take effective steps for 
removal from the Board of a borrowing unit, a person identified as willful defaulter,
the Bank shall also proactively support such steps.
10.14.10 Proposal should clearly indicate the need-based requirement of the borrower for
Bank finance and the rationale for recommendations.
10.15.Debt Restructuring Mechanism for MSMEs
(i) As part of announcement made by the Hon'ble Finance Minister for stepping up credit to
small and medium enterprises, a debt restructuring mechanism for units in MSME sector has
been formulated by Department of Banking Operations & Development of Reserve Bank of
India and advised all commercial banks vide circular DBOD. BP. BC. No. 34 / 21.04.132/
2005-06 dated September 8, 2005. These detailed guidelines have been issued to ensure
restructuring of debt of all eligible small and medium enterprises. These guidelines would be
applicable to the following entities, which are viable or potentially viable:
a) All non-corporate MSMEs irrespective of the level of dues to banks.
b) All corporate MSMEs, which are enjoying banking facilities from a single bank,
irrespective of the level of dues to the bank.
c) All corporate MSMEs, which have funded and non-funded outstanding up to Rs.10
crore under multiple/ consortium banking arrangement.
d) Accounts involving willful default, fraud and malfeasance will not be eligible for
restructuring under these guidelines.
e) Accounts classified by banks as “Loss Assets” will not be eligible for restructuring.
For all corporate including MSMEs, which have funded and non-funded outstanding of Rs.10
crore and above, Department of Banking Operations & Development has issued separate
guidelines on Corporate Debt Restructuring Mechanism vide circular DBOD. No.BP.BC.45/
21.04. 132/2005-06 dated November 10, 2005.
Prudential Guidelines on MSME Debt Restructuring by banks have been formulated and
advised to all commercial banks by Department of Banking Operations & Development vide
circular DBOD.No.BP.BC.No.37/21.04.132/2008-09 dated August 27, 2008 read with
circular DBOD.BP.BC.No.99/21.04.132/2012-13 dated May 30, 2013 and DBOD Mail Box
clarification dated June 6, 2013. Page 44
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(ii) In the light of the recommendations of the Working Group on Rehabilitation of Sick
MSEs (Chairman: Dr. K.C. Chakrabarty), all commercial banks were advised vide RBI
circular ref. RPCD. SME &NFS.BC.No. 102/06.04.01/ 2008-09 dated May 4, 2009 to:
(a) put in place loan policies governing extension of credit facilities,
Restructuring/Rehabilitation policy for revival of potentially viable sick
units/enterprises and non- discretionary One Time Settlement scheme for recovery of
non-performing loans for the MSE sector, with the approval of the Board of Directors
and
(b) implement recommendations with regard to timely and adequate flow of credit to
the MSE sector.
(iii) Banks have been advised to give wide publicity to the One Time settlement scheme
implemented by them, by placing it on the bank‟s website and through other possible modes
of dissemination. They may allow reasonable time to the borrowers to submit the application
and also make payment of the dues in order to extend the benefits of the scheme to eligible
borrowers.
10.16.Credit Linked Capital Subsidy Scheme Government of India, Ministry of Micro,
Small and Medium Enterprises has conveyed their approval for continuation of the
Credit Linked Capital Subsidy Scheme (CLSS) for Technology Up gradation of Micro
and Small Enterprises from X Plan to XI Plan (2007-12) subject to the following terms
and conditions:
i. Ceiling on the loan under the scheme is Rs. 1 crore.
ii. The rate of subsidy is 15% for all units of micro and small enterprises up to loan
ceiling at Sr. No. (i) above.
iii. Calculation of admissible subsidy will be done with reference to the purchase
price of plant and machinery instead of term loan disbursed to the beneficiary unit.
SIDBI and NABARD will continue to be implementing agencies of the scheme.
10.16.1.
Procedural Aspects 
a. All the eligible PLI (excluding the new nodal banks / agencies) will have to
execute a General Agreement (GA) for availing capital subsidy under the
scheme, irrespective of the fact whether refinance is availed by them or not. 
b. The PLI may have the flexibility to execute the GA with either of the nodal
agencies or with both the nodal agencies for providing subsidy to the eligible
beneficiaries under the scheme. However, in the latter case, while claiming the
subsidy from one nodal agency, the PLIs will have to give the undertaking to Page 45
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the nodal agency that they have not claimed subsidy under CLCSS in respect
of the beneficiary unit from the other nodal agency (as the case may be). 
c. After sanction of the assistance, the eligible PLI will get an agreement
executed with the concerned MSE unit on behalf of Government of India
(GoI). 
d. The eligible PLI would obtain application for assistance under the CLCSS in
the prescribed form.
e. The eligible PLI shall furnish subsidy forecast on quarterly basis, through their
Head Office (HO), which will act as a nodal office, to the Regional Office
(RO)/Branch Office (BO) of the SIDBI or the NABARD (as the case may be)
located in the region. The subsidy forecast information for every quarter on or
before 1st March for April-June quarter, on or before 1st June for July- 11
September quarter, on or before 1st September for October-December quarter
and on or before 1st December for January-March quarter, may be furnished
as per prescribed format. 
f. The eligible PLI would release the subsidy amount with each installment of
loan in a manner proportionate to the amount of term loan disbursed (on pro-
rata basis), subject to the ceiling of the term loan/ subsidy amount as per
applicable guidelines of the CLCSS. 
g. The eligible PLI shall furnish details of release of subsidy to the beneficiary
units, together with the request for replenishing advance money placed with
PLI for release of subsidy, on quarterly basis on March 1, June 1, September 1
and December 1. The requests of PLI for replenishment of advance money for
subsidy, however, would be entertained by the nodal agencies only on receipt
of complete details of subsidy released to the beneficiary units. 
h. The eligible PLI shall be responsible for ensuring eligibility for sanction of
subsidy to the SSI units in terms of Government of India guidelines under this
scheme and also for disbursal and monitoring of the assisted units.
11. Committees on flow of Credit to MSE sector
11.1. Report of the High Level Committee on Credit to SSI (now MSE) (Kapur
Committee)
Reserve Bank of India had appointed a one-man High Level Committee headed by Shri S L
Kapur, (IAS, Retd.), Former Secretary, Government of India, Ministry of Industry to suggest
measures for improving the delivery system and simplification of procedures for credit to SSI Page 46
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sector. The Committee made 126 recommendations covering wide range of areas pertaining
to financing of SSI sector. These recommendations have been examined by the RBI and it has
been decided to accept 88 recommendations which include the following important
recommendations:
(i) Delegation of more powers to branch managers to grant ad-hoc limits;
(ii) Simplification of application forms;
(iii)Freedom to banks to decide their own norms for assessment of credit requirements;
(iv) Opening of more specialised SSI branches;
(v) Enhancement in the limit for composite loans to Rs. 5 lakh. (since enhanced to Rs.1
crore);
(vi) Strengthening the recovery mechanism;
(vii) Banks to pay more attention to the backward states;
(viii) Special programmes for training branch managers for appraising small projects;
(ix) Banks to make customers grievance machinery more transparent and simplify the
procedures for handling complaints and monitoring thereof.
RBI vide vide RPCD.No. PLNFS.BC.22/06.02.31/98-99 dated August 28, 1998 has advised
implementation of the Kapur Committee Recommendations.
1.1.2. Report of the Committee to Examine the Adequacy of Institutional Credit to SSI
Sector (now MSE) and Related Aspects (Nayak Committee)
The Committee was constituted by Reserve Bank of India in December 1991 under the
Chairmanship of Shri P. R. Nayak, the then Deputy Governor to examine the issues
confronting SSIs (now MSE) in the matter of obtaining finance. The Committee submitted its
report in 1992.
All the major recommendations of the Committee have been accepted and the banks have
been inter-alia advised to:
(i) give preference to village industries, tiny industries and other small scale units in that
order, while meeting the credit requirements of the small scale sector;
(ii) grant working capital credit limits to SSI (now MSE) units computed on the basis of
minimum 20% of their estimated annual turnover whose credit limit in individual
cases is upto Rs.2 crore [ since raised to Rs.5 crore ];
(iii)prepare annual credit budget on the `bottom-up‟ basis to ensure that the legitimate
requirements of SSI (now MSE) sector are met in full;
(iv) extend „Single Window Scheme‟ of SIDBI to all districts to meet the financial
requirements (both working capital and term loan) of SSIs(now MSE); Page 47
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(v) ensure that there should not be any delay in sanctioning and disbursal of credit. In
case of rejection/curtailment of credit limit of the loan proposal, a reference to higher
authorities should be made;
(vi) not to insist on compulsory deposit as a `quid pro-quo‟ for sanctioning the credit;
open specialised SSI (now MSE) bank branches or convert those branches which have
a fairly large number of SSI (now MSE) borrowal accounts, into specialised SSI (now
MSE) branches
(vii)
identify sick SSI (now MSE) units and take urgent action to put them on
nursing programmes; 
(viii)
standardise loan application forms for SSI (now MSE) borrowers; and
(ix) impart training to staff working at specialised branches to bring about attitudinal
change in them.
RBI has issued a circular vide RPCD. PLNFS/ BC. No. 61/06.0262/ 2000-01 dated March 2,
2001 thereby advising implementation of the Nayak Committee Recommendations.
11.1.3. Report of the Working Group on Flow of Credit to SSI (now MSE) Sector
(Ganguly Committee)
As per the announcement made by the Governor, Reserve Bank of India, in the Mid-Term
Review of the Monetary and Credit Policy 2003-2004, a “Working Group on Flow of Credit
to SSI sector” was constituted under the Chairmanship of Dr. A S Ganguly.
The Committee made 31 recommendations covering wide range of areas pertaining to
financing of SSI sector. The recommendations pertaining to RBI and banks have been
examined and RBI has accepted 8 recommendations so far and commended to banks for
implementation vide circular RPCD.PLNFS.BC.28/06.02.31(WG)/ 2004-05 dated September
4, 2004 which are as under:
(i) adoption of cluster based approach for financing MSME sector;
(ii) sponsoring specific projects as well as widely publicising successful working models
of NGOs by Lead Banks which service small and tiny industries and individual
entrepreneurs;
(iii)sanctioning of higher working capital limits by banks operating in the North East
region to SSIs (now MSE) , based on their commercial judgment due to the peculiar
situation of hilly terrain and frequent floods causing hindrance in the transportation
system;
(iv) exploring new instruments by banks for promoting rural industry and to improve the
flow of credit to rural artisans, rural industries and rural entrepreneurs, and
(v) revision of tenure as also interest rate structure of deposits kept by foreign banks with
SIDBI for their shortfall in priority sector lending.
11.1.4. Policy Package for Stepping up Credit to Small and Medium Enterprises ‐
Announcements made by the Union Finance Minister on August 10, 2005 Page 48
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The Hon'ble Finance Minister, Government of India had announced on August 10, 2005, a
Policy Package for stepping up credit flow to Small and Medium enterprises. Some of the
salient features of the policy package are as under:
• Definition of Small and Medium Enterprises (MSMEs)
• Fixing of self-targets for financing to MSME sector by banks
• Measures to rationalize the cost of loans to MSME sector
• Measures to increase the outreach of formal credit to the MSME sector
• Cluster based approach for financing MSME sector
• Constitution of Empowered Committees for MSMEs in the Regional Offices of
Reserve Bank
• Steps to rationalize the cost of loans to MSME sector by adopting a transparent rating
system with cost of credit being linked to the credit rating of enterprise.
• Banks to consider taking advantage of Credit Appraisal & Rating Tool (CART), Risk
Assessment Model (RAM) and the comprehensive rating model for risk assessment of
MSME proposals, developed by SIDBI for reduction of their transaction costs.
• Banks to consider the ratings of MSE units carried out through reputed credit rating
agencies under the Credit Rating Scheme introduced by National Small Industries
Corporation.
• Wider dissemination and easy accessibility of the policy guidelines formulated by
Boards of banks as well as instructions/guidelines issued by Reserve Bank by
displaying them on the respective banks‟ web sites as well as web site of SIDBI and
also prominently displaying them at the bank branches.
11.1.5. Major Instructions issued to Public Sector banks subsequent to the policy
announcements
On the basis of the Policy Package as announced by the Union Finance Minister, some of the
major instructions issued by Reserve Bank to all public sector banks were as under:
Public sector banks were advised to fix their own targets for funding SMEs in order to
achieve a minimum 20% year on year growth in credit to SMEs. The objective is to double
the flow of credit from Rs. 67,600 crore in 2004-05 to Rs. 1,35,200 crore to the SME sector
by 2009-10, i.e. within a period of 5 years.
Public sector banks were advised to follow a transparent rating system with cost of credit
being linked to the credit rating of the enterprise.
All banks, may make concerted efforts to provide credit cover on an average to at least 5 new
small/ medium enterprises at each of their semi-urban/ urban branches per year.
The banks may ensure specialized MSME branches in identified clusters/ centres with
preponderance of small Enterprises to enable the entrepreneurs to have easy access to the
bank credit.
(The circulars issued by Reserve Bank in this regard are vide RPCD.PLNFS. BC.No.31/ Page 49
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06.02.31/200506 dated August 19, 2005 and RPCD.PLNFS. BC.No.35/ 06.02.31 / 2005 -06
dated August 25, 2005)
11.1.6. Working Group on Rehabilitation of Sick SMEs (Chairman: Dr. K.C.
Chakrabarty)
In the light of the recommendations of the Working Group on Rehabilitation of Sick MSEs
(Chairman: Dr. K.C. Chakrabarty, the then CMD of Punjab National Bank), all commercial
banks were advised vide our circular RPCD. SME & NFS.BC.No. 102/06.04.01/ 2008-09
dated May 4, 2009 to:
a. put in place loan policies governing extension of credit facilities,
Restructuring/Rehabilitation policy for revival of potentially viable sick
units/enterprises and non- discretionary One Time Settlement scheme for
recovery of non-performing loans for the MSE sector, with the approval of the
Board of Directors and
b. implement the recommendations with regard to timely and adequate flow of
credit to the MSE sector as detailed in the aforesaid circular.
11.1.7. Prime Minister’s Task Force on Micro, Small and Medium Enterprises
A High Level Task Force was constituted by the Government of India (Chairman: Shri T K A
Nair) to consider various issues raised by Micro, Small and Medium Enterprises
(MSMEs).The Task Force recommended several measures having a bearing on the
functioning of MSMEs, viz., credit, marketing, labour, exit policy,
infrastructure/technology/skill development and taxation. The comprehensive
recommendations cover measures that need immediate action as well as medium term
institutional measures along with legal and regulatory structures and recommendations for
North-Eastern States and Jammu & Kashmir.
Banks are urged to keep in view the recommendations made by the Task Force and take
effective steps to increase the flow of credit to the MSE sector, particularly to the micro
enterprises.
A circular was issued to all scheduled commercial banks vide RPCD. SME & NFS BC. No.
90/06.02.31/2009-10 dated June 29, 2010 advising implementation of the recommendations
of the Prime Minister‟s task Force on MSMEs.
The report of the Prime Minister‟s Task Force on Micro, Small and Medium Enterprises is
available on the website of Ministry of Micro, Small and Medium Enterprises (msme.gov.in)
11.1.8. Working Group to Review the Credit Guarantee Scheme for Micro and Small
Enterprises Page 50

50 | Page
A Working Group was constituted by the Reserve Bank of India under the Chairmanship of
Shri V.K. Sharma, Executive Director, to review the working of the Credit Guarantee
Scheme of CGTMSE and suggest measures to enhance its usage and facilitate increased flow
of collateral free loans to MSEs.
The recommendations of the Working Group included, inter alia, mandatory doubling of the
limit for collateral free loans to micro and small enterprises (MSEs) sector from Rs.5 lakh to
Rs.10 lakh and enjoining upon the Chief Executive Officers of banks to strongly encourage
the
branch level functionaries to avail of the CGS cover and making performance in this regard a
criterion in the evaluation of their field staff, etc. have been advised to all banks.
A circular was issued to all scheduled commercial banks vide
RPCD.SME&NFS.BC.No.79/06.02.31/2009-10 dated May 6, 2010 mandating them not to
accept collateral security in the case of loans upto Rs 10 lakh extended to units in the MSE
sector and advising them to strongly encourage their branch level functionaries to avail of the
CGS cover, including making performance in this regard a criterion in the evaluation of their
field staff. Necessary action is being taken to implement the other recommendations of the
Group which would result in enhanced usage of the Guarantee Scheme and facilitate increase
in quality and quantity of credit to the presently included, as well as excluded, MSEs, leading
eventually, to sustainable inclusive growth.
12. BANKING CODES AND STANDARD BOARD OF INDIA (BCSBI)
The Banking Codes and Standard Board of India (BCSBI) have formulated a Code of Bank's
Commitment to Micro and Small Enterprises. This is a voluntary Code, which sets
minimum standards of banking practices for banks to follow when they are dealing with
Micro and Small Enterprises (MSEs) as defined in the Micro Small and Medium Enterprises
Development (MSMED) Act, 2006. 
This is a code, reflecting the bank‟s positive commitment to its Micro and Small Enterprise
(MSE) customers to provide easy, speedy and transparent access to banking services in their
day-to-day operations and in times of financial difficulty. This code is not only a Charter of
Rights of the MSE but also enshrines his obligations vis a vis his bank.
It provides protection to MSE and explains how banks are expected to deal with MSE for
their day to-day operations and in times of financial difficulty. The Code does not replace or
supersede regulatory or supervisory instructions issued by the Reserve Bank of India (RBI)
and banks will comply with such instructions /directions issued by the RBI from time to time. Page 51
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12.1. Objectives of the BCSBI Code
The Code has been developed to
a. Give a positive thrust to the MSE sector by providing easy access to efficient
banking services.
b. Promote good and fair banking practices by setting minimum standards in
dealing with MSE.
c. Increase transparency so that a better understanding of what can reasonably
expected of the services.
d. Improve understanding of business through effective communication.
e. Encourage market forces, through competition, to achieve higher operating
standards.
f. Promote a fair and cordial relationship between MSE and banks and also
ensure timely and quick response to banking needs.
g. Foster confidence in the banking system.
The complete text of the Code is available at the BCSBI's website (www.bcsbi.org.in)
13. PMEGP-SANCTION OF LOAN-on line e-tracking system
KVIC has implemented on line e-tracking system for PMEGP application. Now
onwards entering PMEGP sanctions and disbursements online in KVIC’s e-tracking
system have become mandatory for banks for all applications in 2013-14. 
Branches should accept the applications of PMEGP only if they have been received
through e-tracking system. Applications not received through e-tracking system should
be rejected outright by the financing branches. Branches should enter data relating to
sanction and disbursement in the e-tracking system. Margin money subsidy will not be
released by Ministry of MSME in cases which are not entered in the e-tracking system. 
As per instruction of KVIC our Bank has also implemented on line e-tracking of PMEGP
application w.e.f. 06.06.2013 and is made available to the field. 
The system will facilitate to view the application status at any point of time through internet
and generate various reports from time to time by implementing agencies, KVIC central
office and Ministry of MSME. The system can track the status of application right from
submission and till adjustment of Margin Money (Govt.Subsidy). Few of the instructions of
KVIC are given hereunder. 
1. The URL for internet browser is www.kviconline.gov.in
2. Please use the PC used for accessing the CIBIL website as the Internet Proxy settings
are already configured on it.
3. User Name is IFSC code of the Branch and password is PMEGP by default.
4. After 1
st
login please change the password as given in user manual.
5. Password can be changed/reset by Nodal Branch.
6. Data can be entered after login the system. Page 52
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7. The system will facilitate to view the application status at any time.
8. The system can track the status of the application.
9. Report can also be generated for PMEGP applications.
10. Applicant can know the status of application on line.
The user manual KVIC e-Tracking User Manual.pdf is also available in our Intranet site
under the linkhttp :// 10.1.17.57/ forstaffonly/ english/dept circulars.asp.
Items under negative list of PMEGP Scheme as per Government of India Guidelines.
Any industry/business connected with meat (slaughtered) i.e processing ,canning and/or
serving items made of it as food, production/manufacturing or sale of intoxicant items
like, beedi/pan/cigar/cigarette etc., Any hotel or dabha or sales outlets, serving liquor,
preparation/producing tobacco as raw materials, tapping of toddy for sale.
Any industry/business connected with cultivation of crops/plantation like tea, coffee,
rubber etc., sericulture (cocoon rearing) horticulture, floriculture, animal husbandry
like pisciculture, piggery, poultry, harvester machines etc., 
Manufacturing of polythene carry bags of less than 20 micron thickness.\
Industries such as processing of pashmina wool and such other products like hand
spinning and hand weaving taking advantage of khadi programme under the purview
of certification rules and availing sales rebate.
Rural transport (except auto rickshaw in Andaman and Nicobar Islands , house boat ,
shikara and tourist boats in J & K and cycle rickshaw.)
14. MOU with SIDBI for loan facilitation:
We have entered into an MOU with SIDBI for loan facilitation to MSMEs on
03.01.2013.The MOU is valid for three years from the date of its execution. Under
guidelines of DFS, SIDBI have started Loan Facilitation services (LFS) for MSMEs
involving preparation of Basic Information Memorandum by accredited consultants and
rated investment grade by RBI approved Rating agencies which will enable the bank to
consider the loan facilities to proposed borrowers.
15. CREDIT GUARANTEE FUND TRUST FOR MICRO AND SMALL
ENTERPRISES (CGTMSE )
The Scheme was known as the Credit Guarantee Fund Scheme for Small Industries (CGFSI).
It came into force from August 1, 2000. Subsequent to the enactment of MSMED Act-2006
the Trust was renamed as Credit Guarantee Fund Trust for Micro and Small Enterprises. 
Bank will encourage financing viable micro and small enterprises for fund based and non
fund based limits upto Rs.100 lacs to „eligible borrower‟ without „collateral security‟ or third
party guarantee by taking advantage of the Credit Guarantee Scheme of CGTMSE. Page 53
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("Eligible borrower" means new or existing Micro and Small Enterprises to which credit
facility has been provided by the lending institution without any collateral security and/or
third party guarantees.)
("Collateral security" means the security provided in addition to the primary security, in
connection with the credit facility extended by a lending institution to a borrower.)
"Third Party Guarantee" means any guarantee obtained by a Member Lending Institution in
connection with the credit facility extended by it to a borrower except from Sole-Proprietor in
case of Sole Proprietary concern, Partners in case of partnership / limited liability partnership,
Trustees in case of Trust, Karta & Coparceners in case of HUF and promoter directors in case
of private/ public limited companies.
Primary security is the asset created out of the credit facility extended to the borrower and /or
existing unencumbered assets which are directly associated with the business / project of the
borrower for which the credit facility has been extended.
Separate targets will be given to each branch for lending under Credit Guarantee Scheme of
CGTMSE to improve our banks coverage under the scheme. 
Composite all-in Guarantee Fee as under
Credit facility
Annual Guarantee Fee (AGF) %
p.a.
Annual
Service Fee
Women,
Micro
Enterprises and units
in North East Region
(incl. Sikkim)
Others
Upto Rs.5 lakh
0.75
1.00
0.50%
Above Rs.5 lakh and upto Rs.100 lakh 0.85
1.00
0.75%
of sanctioned credit facility shall be paid upfront to the Trust by the institution availing of the
guarantee cover within such period as may be specified by the Trust.
In the event of non-payment fee by the MLI within such period or any other specified date,
the guarantee under the scheme shall not be available to the lending institution unless the
Trust agrees for continuance of guarantee and the lending institution pays penal interest on
the fee due and unpaid, with effect from the due date, at four per cent over Bank Rate, per
annum, or at such rates specified by the Trust from time to time, for the period of delay.
15.1. Extent of the guarantee
The Trust shall provide guarantee as under:
Category
Maximum extent of Guarantee where credit facility isPage 54
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Upto Rs.5 lakh Above Rs.5 lakh
upto Rs.50 lakh
Above Rs.50 lakh upto
Rs.100 lakh
Micro Enterprises
85% of the
amount
in
default subject
to a maximum
of Rs.4.25 lakh 
75% /
Rs.37.50 lakh
Rs.37.50 lakh plus 50%
of amount in default
above Rs.50 lakh
subject to overall
ceiling of Rs.62.50 lakh
Women entrepreneurs/ 
Units located in North
East Region (incl.
Sikkim) other than
credit facility upto
Rs.5 lakh to micro
enterprises
80% of the amount in default subject
to a maximum of Rs.40 lakh
Rs.40 lakh plus 50% of
amount in default
above Rs.50 lakh
subject to overall
ceiling of Rs.65 lakh
All other category of
borrowers
75% /
Rs.37.50 lakh
Rs.37.50 lakh plus 50%
of amount in default
above Rs.50 lakh
subject to overall
ceiling of Rs.62.50 lakh
All proposals for sanction of guarantee approvals for credit facilities above Rs. 50 lakh and
upto Rs.100 lakh will have to be rated internally by the MLI and should be of investment
grade. Proposals approved by the MLIs on or after December 8, 2008 will be eligible for the
coverage upto Rs.100 lakh.
The guarantee cover will commence from the date of payment of guarantee fee and shall run
through the agreed tenure of the term credit in respect of term credit / composite credit. 
Where working capital alone is extended to the eligible borrower, the guarantee cover shall
be for a period of 5 years or a block of 5 years, or for such period as may be specified by the
trust in this behalf. 
CGTMSE vide circular no. CGTMSE/(44)/12 Dated 04.04.2013 has informed following
changed procedure for collection of fees under the Scheme.
15.1.1. Annual Guarantee Fee (AGF)
The demand on Member Lending Institutions (MLIs) for AGF in respect of fresh guarantees
would be raised upon approval of guarantee cover. The guarantee start date (i.e material date
in terms of CGS) would be the date on which proceeds of AGF are credited to Trust‟s Bank
account. The AGF/guarantee cover would be valid for one year from the material date i.e.
Guarantee start date. In the subsequent financial year in the month of April, demand of AGF
(i.e. for 2
nd
AGF) would be raised for the guarantees approved in the previous financial year
(till March 31
st
) for which the AGF has been received till March 31. Such demand would be
w.e.f the date on which previous AGF is expiring till March 31 of that year. The AGF
demands for subsequent years would be on “Full Financial year basis” excepting for the
terminal year of guarantee where AGF demand would be till validity of guarantee cover.
Illustrative examples are given below for better understanding of procedures. Page 55
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15.1.2. Annual Service Fee (ASF)
For the guarantees issued up to March 31, 2013 against the credit facilities
sanctioned/approved/renewed by MLIs up to December 31, 2012, the demand for ASF
for the financial year FY 2012-13 would be made in the first week of April 2013. As
regards ASF for FY 2013-14 and subsequent years, it would be demanded and collected
“in advance” from the MLIs as against “on arrears” basis till FY 2012-13. Accordingly,
ASF demand for FY 2013-14 for the ASF due for the period April 01, 2013 to March 31,
2014 would also be simultaneously made in April 2013 itself along with the demand for
ASF for FY 2012-13.
The extant guidelines with regard to period for remittance of ASF, penalties for delay in
remittance of ASF beyond the stipulated due date etc. would remain unchanged. These
guidelines would also be applicable for payment of AGF (excepting for the first AGF payable
at the time of taking guarantee cover where existing guidelines as applicable for payment of
Guarantee Fee would continue.
Illustrative examples for procedure for collection of Fees under Credit Guarantee
Scheme
Example 1:
Guarantee Approved Date 01.02.2013
Tenor
60 Months
AGF proceeds realization
date
15.03.2013
Guarantee Start Date
15.03.2013
AGF Validity
One year from Guarantee start date i.e till 14.03.2014
Subsequent AGF demand
In April 2013 for the period from 15.03.2014 to 31.03.2014
In April 2014- Full Year
In April 2015- Full Year
In April 2016- Full Year
In April 2017-01.04.2017 to 14.03.2018
Note
In case of Term Loan, the guarantee will expire at the end of
tenor of loan from the date of sanction of assistance by MLI
as hitherto.
Example:2 Page 56
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Guarantee Approved Date 15.03.2013
Tenor
60 Months
AGF proceeds realization
date
15.05.2013
Guarantee Start Date
15.05.2013
AGF Validity
One year from Guarantee start date i.e till 14.05.2014
Subsequent AGF demand
In April 2014 for the period from 15.05.2014 to 31.03.2015
In April 2015- Full Year
In April 2016- Full Year
In April 2017- Full Year
In April 2018- 01.04.2018 to 14.05.2018
Note
In case of Term Loan, the guarantee will expire at the end of
tenor of loan from the date of sanction of assistance by MLI
as hitherto.
15.2. Important recent changes
a. Initiation of legal proceedings as a pre-condition for invoking of guarantees shall be 
waived for credit facilities upto Rs.50,000/-, subject to the condition that for all such
cases, where the filing of legal proceedings is waived, an Executive Committee of the
Member Lending Institution (MLI) headed by an Officer not below the rank of
General Manager should examine all such accounts and take a decision for not
initiating legal action and filing claim under the Scheme.
b. The Trust shall pay 75 per cent of the guaranteed amount on preferring of eligible
claim by the lending institution, within 30 days, subject to the claim being otherwise
found in order and complete in all respects. The Trust shall pay to the lending
institution interest on the eligible claim amount at the prevailing Bank Rate for the
period of delay beyond 30 days. The balance 25 per cent of the guaranteed amount
will be paid on conclusion of recovery proceedings by the lending institution or after
three years of obtention of decree of recovery, whichever is earlier. On a claim being
paid, the Trust shall be deemed to have been discharged from all its liabilities on
account of the guarantee in force in respect of the borrower concerned. MLIs,
however, should undertake to refund any amount received from the unit after payment
of full guaranteed amount by CGTMSE. 
c. The lending institution may invoke the guarantee in respect of credit facility within a
maximum period of two years from date of NPA, if NPA is after lock-in period or
within two years of expiry of lock-in period, if NPA is within lock-in period, if the
conditions specified in the CGTMSE circular is satisfied. Page 57

57 | Page
FAQ on CGTMSE is attached as Annexure V
15.3. Most of the CGTMSE claims are rejected due to non adherence of laid down
procedures viz. marking of NPA date in the system, initiation of legal recovery
proceedings and submission of claim within the time schedule prescribed by the
CGTMSE.
16. SIMPLIFIED COMMON LOAN APPLICATION:
Consequent to IBA circular no. SB/MSE/1456 DATED 24.10.2008 for adoption of Common
Loan Application form, we had issued Instruction Circular No. 441 dated 19
th
January 2009,
circulating Simplified Common Loan Application form for MSE. Further Bank has circulated
Simplified Common Loan Application form and Process Note for MSME advances vide
Instruction Circular No.1072 dated 04.01.2013. Accordingly branches and offices are using
the simplified application forms for MSE advances. The application is also available in our
website as per the directions of RBI.
Now the Sub Committee appointed by IBA in its report had proposed revised loan
application form for all loans up to Rs.100 lac (revised the existing loan application for
limits from Rs.25 lac to Rs.100 lac). 
The Managing Committee of IBA at its meeting held on 27
th
June 2013 approved the
revised loan application form for adoption by all Member Banks for all loan
applications upto Rs.100 lac. Reserve Bank of India has suggested to IBA for circulating
the revised loan application form for adoption and implementation by all member
Banks.
The revised Loan Application for the MSME sector for loans up to Rs.1 crore (enclosed) has
been approved by our higher authorities. However for loan beyond Rs.25 lac the simplified
application will be accompanied with additional information in Annexures Ia to Ig as given in
Instruction Circular No. 1072 dated 04.01.2013. The common loan application is available on
our Bank‟s website and borrowers/branches can download the application.
For loan up to Rs.100 lac under Cent Sahyog Scheme with CGTMSE coverage, separate
application form and process note are available with the scheme. 
We, therefore, advise all offices to use the revised Simplified Common Loan Application for
MSME borrowers applying loan up to Rs.100 lac. 
16.1. Simplified Common Loan Application is attached as Annexure VI
17. ADHOC SANCTION AND TAKE OVER NORMS: Annexure VIII
18. OWNERSHIP OF UNITS-TWO OR MORE UNDERTAKINGS UNDER THE
SAME OWNERSHIP-STATUS OF UNIT
As the MSMED Act, 2006 does not provide for clubbing of investments of different
enterprises set up by the same person / company for the purpose of classification as micro,
small and medium enterprises, Government of India, vide office memorandum No.5(10)2007 Page 58
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MSME/POL dated April 15, 2009, have intimated that the provision, as notified in Gazette
Notification No. S.O.2 (E) dated 1 January 1993, of clubbing of investments of two or more
enterprises under the same ownership for the purpose of classification of industrial
undertakings as SSI (further notified in the principal Notification No. S.O.857 (E) dated
December 10, 1997), has been rescinded vide Notification No. S.O.563 (E) dated February
27, 2009. 
19. WOMEN ENTREPRENEUR CELL 
WEC is established at the Bank's Corporate Office, Mumbai on the auspicious day of
8
th of March 2013 being International Woman’s day with an objective of assisting the
potential women entrepreneurs to select income generating activities and start ventures
of their own. Now 93 Nodal Officers are functioning at all Zonal Offices and
Regional Offices of the Bank across the country with a monitoring cell at the
Corporate Office, Mumbai .At corporate office, Mumbai WEC is being headed by a
woman Dy. General Manager under supervision and overall direction of General
Manager MSME Dept . The department has launched two schemes viz., Cent Kalyani
and Cent Matsya Kanya , specially designed for women entrepreneurs.
20. MONITORING OF MSME CREDIT
Branch Offices: Branch Managers would be responsible for close supervision / control of all
borrowal accounts in their branch.
Regional Offices / Chief Manager’s Offices: The Sr.Regional Managers, Regional
Managers / Chief Managers would be responsible for overall monitoring of borrowal
accounts with limits / outstanding up to and inclusive of their powers as also other accounts
sanctioned by higher authorities falling within their Region / Branch.
Zonal Offices: The Field General Manager/Zonal Managers would be responsible for
overall monitoring of all borrowal accounts with limits / outstanding above the Sr. Regional
Managers, Regional Manager‟s / Chief Manager‟s powers, as also other accounts sanctioned
by them or higher authorities falling within their Zones.
Central office: Central Office is responsible for monitoring borrowal accounts with limits /
outstanding in excess of Field General Manager/ Zonal Manager‟s powers.
Suitable amended guidelines in the matter to strengthen monitoring can be issued by Central
Office from time to time.
Warning signal with regard to irregularities in the accounts will be picked up promptly and
probed into. Corrective measures will be initiated without loss of time to avoid the accounts
slipping into sub standard category. 
21. IMPORTANT REMARKS
The loan policy for MSE sector will be applicable within the overall loan policy of the Bank
and subject to guidelines/instructions of Regulatory Authorities/RBI/Government of India. Page 59
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Therefore, the policy will be amended with the approval of the Board whenever revised
guidelines are received from the Regulatory Authorities. Policy is updated up to September
[bookmark: _GoBack]2013 and is subject to annual review.
