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PREFACE 

Dear Comrades, 

 

We are quite sure that by now your preparations for the ensuing examination for promotion to 
the posts of Officers in Scale-I in our Bank are afoot. While it is very encouraging to find that 
younger comrades are now coming forward in greater number to take up higher 
responsibilities in the Bank, it is also true that faster promotion has paved the way for the 
vibrant young people to come up the ladder within a couple of years of joining the Bank. It is, 
therefore, necessary to make best use of the opportunities for promotion to achieve quick 
career progression. 

Our Federation has, in its endeavour to help the comrades appearing at the ensuing promotion 
examination scheduled to be held on 23rd July, 2017, brought out a small booklet containing 
some important reading materials on banking relevant for the purpose of the said 
examination. In order to facilitate quick and easy access, the booklet is posted on our website 
www.aiucbof.com. We will consider our efforts which have gone into preparation of the 
booklet as successful if the same is of some help to you for the purpose of the said 
promotional examination. 

Despite sincere efforts put in and care taken to make the booklet error-free, the possibility of 
few mistakes creeping in inadvertently here and there cannot be ruled out altogether. We 
would request you to get any such mistakes coming to your notice corrected at your end. You 
are also requested to bring to our notice if you come across any mistake in the booklet for our 
doing the needful. 

In fine, we wish you all success in the promotional examination and also a bright career 
ahead. 

Comradely Yours, 

 

Kolkata        (S.Roy Choudhury) 
Date :  06.07.2017                   General Secretary 
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Recent Developments in Financial Sector 

→ CERSAI to perform functions of CKYCR also 

The Govt. of India on July 8, 2016 authorized the Central Registry of Securitization 
Asset Reconstruction and Security Interest of India (CERSAI) to act as and to 
perform the functions of Central KYC Records Registry (CKYCR). 

→ Central Fraud Registry(CFR) 

The Reserve Bank has operationalised a Central Fraud Registry (CFR) with effect 
from January 20, 2016. The Reserve Bank has brought in certain changes in the fraud 
reporting mechanism to its regional offices/Central Fraud Monitoring Cell (CFMC). 
The changes include:  

• Frauds of Rs. 0.1 million and above but below Rs. 50 million will be 
monitored by the respective regional office of the Reserve Bank under whose 
jurisdiction the Head Office of the bank falls  

• Frauds of Rs. 50 million and above will be monitored by CFMC, Bengaluru, 
and  

• Flash reports are to be sent in fraud cases of Rs. 50 million and above to the 
Chief General Manager-in-charge, Department of Banking Supervision, 
Central Office with a copy to CFMC at Bengaluru as against the present limit 
of Rs.10 million and above.  

→ Equitas Small Finance Bank Limited 

The Reserve Bank on September 12, 2016, issued a licence to Equitas Small Finance 
Bank Limited to carry on the business of small finance bank (SFB) in India. 

→ Fresh Loans to Farmers affected by Natural calamities 

The Reserve Bank, on June 30, 2016, advised all scheduled commercial banks to act 
with empathy and consider restructuring and granting fresh loans without waiting for 
the receipt of the insurance claims, considering the difficulties faced by farmers in 
areas affected by natural calamities. 

→ Free full credit report (FFCR) 

The Reserve Bank on September 1, 2016 directed all Credit Information Companies 
(CICs) to provide access, upon request and after due authentication of the requester, 
to a free full credit report (FFCR) once in a calendar year(January- December) to 
individuals whose credit history is available with the CIC, with effect from January 1, 
2017. 
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→ SGBs can be accepted as Collateral  

The Reserve Bank on October 20, 2016 has issued certain clarifications with regard to 
the Sovereign Gold Bond Scheme as under:  

• The Sovereign Gold Bonds (SGB) are government securities. As the holder of 
an SGB can therefore create a pledge, hypothecation or lien against the 
security, the SGBs may be used as collateral security for any loan.  

• Banks and other eligible holders can acquire more than 500 gms of SGBs in a 
fiscal year, through transfers etc., including transfers arising out of recovery 
proceedings 

→ PMJJBY amended  

The Reserve Bank after consultation with the Government of India on June 30, 2016 
revised the Rules for Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) and 
incorporated a lien clause in the rules of PMJJBY from June 1, 2016. As per the 
revised rules, claims for deaths which occur during the first 45 days from the date of 
enrolment will not be paid, effectively meaning that the risk cover will commence 
only after the completion of 45 days from the date of enrolment into the scheme by 
the member. However, deaths due to accidents will be exempt from the lien clause 

→  Constitution of Monetary Policy Committee (MPC) under the RBI Act notified 

The Reserve Bank of India Act, 1934 was amended on September 29, 2016 by the 
Finance Act, 2016, to provide for a statutory and institutionalized framework for a 
Monetary Policy Committee (MPC), for maintaining price stability, while keeping in 
mind the objective of growth. The Monetary Policy Committee would be entrusted 
with the task of fixing the benchmark policy rate (repo rate) required to contain 
inflation within the specified target level. The meetings of the Monetary Policy 
Committee shall be held at least four times a year and it shall publish its decisions 
after each such meeting. The provisions of the RBI Act relating to Monetary Policy 
were brought into force through a Notification in the Gazette of India Extraordinary 
on June 27, 2016. Subsequently, the Government, in consultation with RBI, notified 
the inflation target in the Gazette of India Extraordinary dated August 5, 2016 for the 
period beginning from the date of publication of this notification and ending on the 
March 31, 2021, as under:-  

• Inflation Target: Four per cent  
• Upper tolerance level: Six per cent  
• Lower tolerance level: Two per cent  

 

As per the provisions of the RBI Act, out of the six Members of Monetary Policy 
Committee, three Members are from the Reserve Bank and the other three Members 
of MPC are appointed by the Central Government, namely:-  

a) The Governor of the Reserve Bank—Chairperson, ex officio;  
b) Deputy Governor of the Bank, in charge of Monetary Policy— Member, ex officio; 
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c) One officer of the Reserve Bank to be nominated by the Central Board—Member, 
ex officio; 
d) Shri Chetan Ghate, Professor, Indian Statistical Institute (ISI) — Member  
e) Professor Pami Dua, Director, Delhi School of Economics (DSE) — Member  
f) Dr. Ravindra H. Dholakia, Professor, Indian Institute of Management (IIM), 
Ahmedabad— Member  
The Members of the Monetary Policy Committee appointed by the Central 
Government shall hold office for a period of four years.  
 

→ RBI gets nod to print plastic Rs.10 notes 

The Government has authorized RBI to conduct field-trials of plastic notes of Rs.10 
that have a longer life span. The trials shall be conducted at five locations in the 
country.  

→ PMGKY deposit rules eased  

The Finance Ministry has permitted declarants under the Pradhan Mantri Garib 
Kalyan Yojana to make deposits under the scheme on ‘one or more occasion’. Post-
demonetization, people declaring undisclosed income under the scheme, are mandated 
to deposit at least 25% of such money in the scheme. Deposits can be made in 
authorized banks between December 17, 2016 and March 31, 2017 

→ BHIM App now on iOS platform  

Bharat Interface for Money (BHIM) – a smart-phone-based App built on Unified 
payment-Interface (UPI) for making simple and quick payment transactions – is now 
available on Apple App store for download and use. With this development, the 
BHIM App will now cater to almost 100% smart-phone users in India, thus ensuring 
wider acceptance for digital transactions among consumers across all sections. 

→ SBNs to be part of chest balance in soiled note category  

Demonetized Rs.500 and Rs.1000 notes, referred to as specified bank notes (SBNs), 
deposited in currency chests since November 10, 2016 will be considered as part of 
the chest balance in the soiled note category by the RBI. However, such deposits will 
not be reckoned for calculating the chest balance limit or cash holding limit, until 
further review. 

→ RBI asks banks to supply 40% of notes to rural areas  

RBI has directed banks maintaining currency chests to ensure that at least 40% of all 
banknotes, in denomination of Rs.500 or below, are supplied to rural areas. Banks 
have to advise their currency chests to give high priority to issuing fresh notes to rural 
branches of RRBs, DCCBs and commercial banks, white label ATMs and post offices 
in rural areas. 
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→ India Post gets license to start banking services  

Following Bharti Airtel and Paytm, the India Post has received payments bank license 
from RBI to start commercial banking operations. Payments banks can accept 
deposits up to Rs.1 lakh per account from individuals and small businesses. They are 
set up as differentiated banks and will confine their activities to acceptance of demand 
deposits, remittance services, Internet banking and other specified services. 

→ RBI relaxes cash balance requirement for banks  

RBI has permitted banks to include now defunct Rs.500 and Rs.1,000 notes as part of 
their cash balance. With Specified Bank Notes (SBNs) being deposited in currency 
chests in massive quantities, the SBNs deposited since November 10, 2016 will be 
considered as part of the chest balance in the soiled note category. However, such 
deposits will not be reckoned for calculating chest balance limit or Cash Holding 
Limit. 

→ Paytm starts payments bank, offers 4% interest  

Following Airtel and India Post Payments Bank, Paytm has become the third entity to 
launch a payment bank in India. It offers the lowest annual interest rate of 4% on 
savings accounts against Airtel’s 7.25% and India Post’s 5.5% 

→ RBI limits withdrawal from Jan Dhan accounts  

With respect to Jan Dhan accounts, RBI said that fully KYC compliant account 
holders may be allowed to withdraw Rs.10,000/- from their account, in a month. The 
branch managers may allow further withdrawals beyond Rs.10,000 within the current 
applicable limits only after ascertaining the genuineness of such withdrawals and duly 
documenting the same on bank’s record. Limited or Non KYC compliant account 
holders may be allowed to withdraw Rs.5,000 per month from the amount deposited 
through SBNs after November 09, 2016 within the overall ceiling of Rs.10,000 

→ RBI caps banks’ exposure to a Corporate at 20%  

RBI has capped banks’ exposure limit to a single corporate entity to 20%, and to a 
business group at 25%. Currently, a bank’s exposure to a single borrower and a 
borrower group is restricted to 15% and 40% of capital funds, respectively. 

→ RBI issues new Rs.500 and Rs.2,000 notes  

After scrapping the earlier existing notes of Rs.500 and Rs.1000, the Reserve Bank of 
India (RBI) has issued new Rs.500 and Rs.2,000 currency notes which will be 
considered as legal tender. The new Rs.500 denomination notes has a picture of the 
Red Fort on the flip side and is known as the ‘Mahatma Gandhi New Series of Bank 
Notes’ with the inset letter ‘R’. The Rs. 2,000 note has a photo of Mangalayaan, the 
Indian satellite orbiting planet Mars.  
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→ 2(Two)  insolvency regulations issued  

The Insolvency and Bankruptcy Board of India (IBBI) has come up with two 
regulations covering insolvency professional agencies (IPAs) and insolvency 
professionals. The two regulations on IPA provide for the eligibility norms to be a 
professional member of an IPA and for eligibility norms to be registered with the 
IBBI as an IPA. A company registered under Section 8 of the Companies Act, 2013 
with a minimum net worth of Rs10 crore would be eligible to be an IPA. The IPA 
should have membership committee(s), monitoring committee, grievance redressal 
committee(s), and disciplinary committee(s), for regulation and oversight of 
professional member. 

→ RBI opens 2nd Banking Ombudsman office  

Reserve Bank of India (RBI) has opened a second office of the Banking Ombudsman 
in New Delhi. This has been done considering the significant increase in banking 
network during the recent past and the large jurisdiction being covered by the present 
office of the Banking Ombudsman in the national capital. The first office will have 
the jurisdiction over Delhi and Jammu & Kashmir whereas the second office will 
have jurisdiction over Haryana (except Panchkula, Yamuna Nagar and Ambala 
Districts), Ghaziabad and Gautam Buddha Nagar Districts of Uttar Pradesh.  

→ RBI issues guidelines for small and payments banks  

RBI has issued separate operating guidelines for payments banks and small finance 
banks in view of their differentiated nature of business and focus on financial 
inclusion. Accordingly, the new norms for both types of banks include: Minimum 
capital: 15% Common equity tier: 1-6% Additional tier: 1-1.5% . 

→ RBI moves forward for faster resolution of NPAs  

The RBI has moved to change norms aimed at timely implementation of Corrective 
Action Plans (CAP), decided by the Joint Lending Forums (JLF) consisting of a 
minimum of 60% of creditors by value and 50% of creditors by number. It has also 
cautioned banks that non-adherence to or delays in implementing decisions by the 
JLFs will attract monetary penalties for the banks.  

→ ARCs must have minimum net corpus of Rs.100 crore by March 2019.  

RBI has stipulated that all the existing ARCs must have a minimum net owned corpus 
of Rs.100 crore by March 2019. 

→ RBI guidelines on publishing photos of willful defaulters  

RBI has ruled that a lending institution can consider publication of the photographs of 
only those borrowers, including proprietors/ partners /directors / guarantors of 
borrower firms/ companies, who have been declared as willful defaulters following 
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the mechanism set out in the RBI instructions. This shall not apply to the non-whole 
time directors who are exempted from being considered as willful defaulters unless 
the special conditions, in accordance with the instructions, are satisfied. 

→ Banks can now offer Products through their ATMs 

With a view to providing operational freedom to banks, the Reserve Bank on January 
14, 2016, allowed banks to offer all their products and services through the ATM 
channels provided the technology permits offering the product and service, and 
adequate checks are put in place to prevent the channel from being misused to 
perpetuate frauds on the banks/other genuine customers. Earlier, the Reserve Bank had 
imposed certain restrictions on the facilities, which can be provided through off site 
ATMs of banks. 

→ Implementation of Indian Accounting Standards  

The Reserve Bank on February 11, 2016 advised the scheduled commercial banks 
(excluding regional rural banks) to follow the Indian Accounting Standards (Ind AS) 
as notified under the Companies (Indian Accounting Standards) Rules, 2015, subject to 
any guideline or direction issued by the Reserve Bank in this regard, in the following 
manner:  

Banks shall comply with the Indian Accounting Standards (Ind AS) for financial 
statements for accounting periods beginning from April 1, 2018 onwards, with 
comparatives for the periods ending March 31, 2018 or thereafter. Ind AS shall be 
applicable to both standalone financial statements and consolidated financial 
statements. 

Banks shall apply Ind AS only as per the above timelines and shall not be permitted to 
adopt Ind AS earlier. The Reserve Bank also advised that notwithstanding the roadmap 
for companies, the holding, subsidiary, joint venture or associate companies of banks 
shall be required to prepare Ind AS based financial statements for accounting periods 
beginning from April 1, 2018 onwards, with comparatives for the periods ending 
March 31, 2018 and thereafter. 

→ Legal Guardianship Certificates  

The Reserve Bank on February 11, 2016, clarified that banks need to necessarily seek 
appointment of a guardian only in such cases where they are convinced on their own or 
based on documentary evidence available, that the concerned person is mentally ill and 
is not able to enter into a valid and legally binding contract. Further, the Reserve Bank 
clarified that banks need not mandatorily insist on appointment of a guardian as a 
matter of routine from every person “who is in need of treatment by reason of any 
mental disorder”. The clarifications were issued after receiving feedback that banks are 
insisting on guardianship certificate from all mentally ill persons. 
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→ Marginal Cost of Funds based Lending Rate(MCLR): 

• All rupee loans sanctioned and credit limits renewed with effect from April 1, 2016 

will be priced with reference to the Marginal Cost of Funds based Lending Rate 

(MCLR) which will be the internal benchmark for such purposes. 

• The MCLR will be a tenor linked internal benchmark. 

• Actual lending rates will be determined by adding the components of spread to the 

MCLR. 

• Banks will review and publish their MCLR of different maturities every month on a 

pre-announced date. 

• Banks may specify interest reset dates on their floating rate loans. They will have the 

option to offer loans with reset dates linked either to the date of sanction of the 

loan/credit limits or to the date of review of MCLR. 

• The periodicity of reset shall be one year or lower. 

• The MCLR prevailing on the day the loan is sanctioned will be applicable till the next 

reset date, irrespective of the changes in the benchmark during the interim period. 

• Existing loans and credit limits linked to the Base Rate may continue till repayment 

or renewal, as the case may be. Existing borrowers will also have the option to move 

to the Marginal Cost of Funds based Lending Rate (MCLR) linked loan at mutually 

acceptable terms. 

• Banks will continue to review and publish Base Rate as hitherto. 

→ Banks are allowed to sell Insurance Products as Brokers: 

RBI has allowed Banks to undertake insurance business with risk participation only 
through Subsidiary/ JV mode. Banks may approach RBI to set up Subsidiary/JV for 
the purpose if they satisfy the following eligibility criteria: 

(i) Net worth of the Bank is not less than  Rs. 1000 crore. 
(ii)  CRAR of the Bank is not less than 10% 
(iii)Level of net NPA is not more than 3% 
(iv) The Bank has made net profit for last three consecutive years. 
(v) Satisfactory track record  of the performance of the Subsidiary, if any of the 

concerned bank. 

→ Remittance by resident individual upto USD 250,000 permitted 

The Reserve Bank, on June 1, 2015, permitted all banks authorised to deal in foreign 

exchange/ all authorised money changers (AMCs) / full-fledged money changers 

(FFMCs) to allow remittances by a resident individual up to USD 250,000 per 

financial year for any permitted current or capital account transaction or a 

combination of both. 

→ BRICS central banks ink pact 
 
The Chiefs of BRICS central banks have signed an operating agreement on the currency 
reserve pool. The total amount of the currency reserve pool is $100 billion. The BRICS 
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countries' commitments are as follows : China $41 billion, Brazil $18 billion, Russia $18 
billion, India $18 billion and South Africa $5 billion. 

 
→ RBI expands list of documents as valid proof. 

 
RBI has expanded the list of documents that can be used as valid proof of identity and 
address. Bills for electricity, post-paid mobile, gas (not more than two months old), 
property or municipal tax receipt, bank account or post office savings bank account 
statements, documents issued by government departments of foreign jurisdictions and 
letter issued by a foreign embassy or mission in India will now be accepted as valid. 
Even pension documents of retired employees can be accepted, if it contains the 
address. RBI has allowed banks to accept letter of allotment of accommodation from 
employer issued by state governments, regulatory bodies etc. The additional 
documents mentioned above shall be deemed to be Officially Valid Documents 
(OVDs) under 'simplified measure' for 'low risk' customers for the limited purpose of 
proof of address where customers are unable to produce.  
 

→ Central Repository of  Information on Large Credits (CRILC) 
 
RBI has asked banks to make use of the information available in Central Repository 
of Information on Large Credits (CRILC) while opening current accounts of 
customers. They should not just limit their due diligence to seeking a No-Objection 
Certificate (NOC) from the bank with whom the customer is supposed to be enjoying 
the credit facilities. Banks should verify from the data available in CRILC database 
whether the customer is availing of credit facility from another bank. Further banks 
may also seek 'No Objection Certificate' from the drawee bank where the initial 
deposit to current account is made by way of a cheque. 

 
→ MUDRA for micro entrepreneurs 

 
The Centre aims to facilitate credit under the MUDRA scheme to promote very small 
businesses.. The Central Government would facilitate more credit to the “Shishu” 
category as it promotes not only self entrepreneurship but also more employment 
opportunities. The concept promotes entrepreneurship at a micro level through 
funding the unfunded. Under the scheme, there are three categories of loans - 
“Shishu' (loan up to Rs.50,000) 'Kishor ' (loan above Rs.50,000 up to Rs.5 lakh) and 
'Tarun ' (above Rs.5 lakh up to Rs.10 lakh) - that will be disbursed by the banks. The 
amount will be refinanced through the new scheme which is being implemented by a 
subsidiary of SIDBI. 

 
→ The Negotiable Instruments (Amendment) Bill 2015  for cases under section 138 

of NI Act 
The Negotiable Instruments (Amendment) Bill 2015 would help in ensuring a fair 
trial of cases under Section 138 that deals with cheques being not honoured. The main 
amendment included in this is the stipulation that the offence of rejection / return of 
cheque u/s 138 of NI Act will be enquired into and tried only by a Court within whose 
local jurisdiction the bank branch of the payee, where the payee presents the cheque 
for payment is situated. 
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→ Gold Monetisation Scheme, 2015 
 
According to RBI guidelines, individuals, trusts and mutual funds/Exchange Traded 
Funds registered under SEBI (Mutual Fund) Regulations and Companies can make 
deposits under the scheme. The minimum deposit at any one time shall be raw gold 
(bars, coins, jewellery excluding stones and other metals) equivalent to 30 grams of 
gold of 995 fineness. There is no maximum limit for deposit under the scheme. All 
transactions under the scheme with the designated bank shall be in gold of 995 
fineness. The principal and interest will be denominated in gold. Interest will start 
accruing from the date of conversion of the deposited gold into tradable bars after 
refinement, or 30 days after the receipt of gold at the Collection and Purity Testing 
Centres (CPTC). There shall be two different gold deposit schemes namely, Short 
Term Bank Deposit (STBD) and Medium and Long Term Government Deposit 
(MLTGD). Banks would have to permit premature withdrawal, subject to a minimum 
lock-in period and penalty that can vary from bank to bank. 
 

→ RBI reduced risk weights on home loans 
 
RBI has eased risk weights on loans of up to Rs.75 lakh, provided the borrower brings 
in a bigger contribution towards financing the property. Home loans of up to Rs.30 
lakh where the LTV ratio is less than or equal to 80% and those of Rs.30-75 lakh 
wherein the LTV ratio is below or equal to 75% will attract a lower risk weight of 
35%. For home loans of up to Rs.30 lakh wherein the LTV ratio is above 80% and of 
Rs.30-75 lakh where the LTV ratio is above 75% will continue to attract 50% risk 
weight. The LTV ratio cannot exceed 90% for loans of up to Rs.30 lakh and is capped 
at 80% for loans between Rs.30 lakh and Rs.70 lakh. 

 
→ Measures for easier access to KCC:  

Finance Ministry has advised the banks against charging any processing fee for a card 
limit of Rs.3 lac and asking for a separate margin on crop loans. 

 

→ Sick Micro and Small Enterprises redefined: 

RBI has modified the definition of Sick Micro and Small Enterprises (MSEs). A MSE 
is considered sick when any of the borrowal accounts of the enterprise remains NPA 
for 3 months or more, of if the net worth gets eroded due to accumulated losses to the 
extent of 50% of the net worth. Now RBI has removed the stipulation that the unit 
should have been in commercial production for at least two years. 

 

************** 
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Indian Banking Structure 

a) Central Bank (RBI) 
b) Specialised Banks 
c) Commercial Banks 
d) Development Banks 
e) Co-operative Banks 

 

Central Bank: 

As its name signifies, a bank which manages and regulates the banking system of a particular 
country. It provides guidance to other banks whenever they face any problem (that is why the 
Central Bank is also known as a banker’s bank) and maintains the deposit accounts of all 
other banks. Central Banks of different countries: Reserve Bank of India (INDIA), Federal 
Reserve System (USA), Swiss National Bank (SWITZERLAND), Reserve Bank of Australia 
(AUSTRALIA), State Bank of Pakistan (PAKISTAN). 
 
Specialised Banks: 
 
Those banks which are meant for special purposes. For examples: NABARD, EXIM bank, 
SIDBI, IDBI.  
 
NABARD: National Bank for Agriculture and Rural Development. This bank is meant for 
financing the agriculture as well as rural sector. It actually promotes research in agriculture 
and rural development. 
 
EXIM bank: Export Import Bank of India. This bank gives loans to exporters and importers 
and also provides valuable information about the international market. If you want to set up a 
business for exporting products abroad or importing products from foreign countries for sale 
in our country, EXIM bank can provide you the required support and assistance. 
 
SIDBI:  Small Industries Development Bank of India. This bank provides loans to set up the 
small-scale business unit / industry. SIDBI also finances, promotes and develops small-scale 
industries.  Whereas IDBI (Industrial Development Bank of India) gives loans to big 
industries. 
 
Commercial Banks:  
Normal banks are known as commercial banks, their main function is to accept deposits from 
the customer and on the basis of that they grant loans. (Loans could be short-term, medium-
term and long-term loans.) Commercial banks are further classified into three types. 
(a) Public sector banks 
(b) Private sector banks 
(c) Foreign banks 
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(a) Public Sector Banks (PSB): Government banks are known as PSB. Since the majority of 
their stakes are held by the Government of India. (For example: Allahabad Bank, Andhra 
Bank, Bank of Baroda, Bank of India, Bank of Maharastra, Canara Bank, Central Bank of 
India etc). 
(b) Private Sector Banks: In these banks, the majority of stakes are held by the individual or 
group of persons. (For example: Bank of Punjab, Bank of Rajasthan, Catholic Syrian Bank, 
Centurion Bank etc). 
(c) Foreign Banks: These banks have their headquarters in a foreign country but they operate 
their branches in India. For e.g. HSBC, Standard Chartered Bank, ABN Amro Bank. 
Development banks:  
Such banks are specially meant for giving loans to the business sector for the purchase of 
latest machinery and equipments. Examples: SFCs (State Financial Corporation of India) and 
IFCI (Indian Finance Corporation of India). 
Co-operative banks:  
These banks are nothing but an association of members who group together for self-help and 
mutual-help. Their way of working is the same as commercial banks. But they are quite 
different. Co operative banks in India are registered under the Co-operative Societies Act, 
1965. The cooperative bank is regulated by the RBI. 

Banking Basics 

RBI: The Reserve Bank of India was established on April 1, 1935 in accordance with 
the provisions of the RBI Act, 1934. RBI was nationalized in 1949 and it is fully owned 
by the Government of India. RBI was established on the recommendation of the Hilton 
Young Commission. 
 
RBI’s FUNCTIONS:  

1. Issue of currency notes 
2. Controlling the monetary policy 
3. Regulator and supervisor of the financial system 
4. Banker to other banks 
5. Banker to the government 
6. Granting licenses to banks 
7. Control over NBFIs (Non Banking Financial Institutions) 
8. Manager of Foreign Exchange of India (also known as FOREX) 
 

RBI & Monetary Policy:  
Monetary policy refers to the use of instruments under the control of the central bank to 
regulate the availability, cost and use of money and credit. 
The main objectives of monetary policy in India are:  

• Maintaining price stability 
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• Ensuring adequate flow of credit to the productive sectors of the economy to support 
economic growth 

• Financial stability 
There are several direct and indirect instruments that are used in the formulation and 
implementation of monetary policy. 
 
Direct instruments: 
Cash Reserve Ratio (CRR): The share of net demand and time liabilities that banks must 
maintain as cash balance with the Reserve Bank. 
Statutory Liquidity Ratio (SLR):  The share of net demand and time liabilities that banks 
must maintain in safe and liquid assets, such as government securities, cash and gold. 
Refinance facilities: Sector-specific refinance facilities (e.g., against lending to export 
sector) provided to banks. 
Indirect instruments 
Liquidity Adjustment Facility (LAF): Consists of daily infusion or absorption of liquidity 
on a repurchase basis, through repo (liquidity injection) and reverse repo (liquidity 
absorption) auction operations, using government securities as collateral. 
Open Market Operations (OMO): Outright sales/purchases of government securities, in 
addition to LAF, as a tool to determine the level of liquidity over the medium term. 
Market Stabilisation Scheme (MSS): This instrument for monetary management was 
introduced in 2004. Liquidity of a more enduring nature arising from large capital flows is 
absorbed through sale of short-dated government securities and treasury bills. The mobilised 
cash is held in a separate government account with the Reserve Bank. 
Repo/reverse repo rate: These rates under the Liquidity Adjustment Facility (LAF) 
determine the corridor for short-term money market interest rates. In turn, this is expected to 
trigger movement in other segments of the financial market and the real economy. 
Bank rate: It is the rate at which the Reserve Bank is ready to buy or rediscount bills of 
exchange or other commercial papers. It also signals the medium-term stance of monetary 
policy. 

 

************* 
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Basel-III  Highlights 

Guidelines on the implementation of BASEL III Capital Regulations were released by the 

Reserve Bank of India (RBI) on May 2, 2012. Implementation of these guidelines will begin 

April 1, 2013 and the process will be completed by March 31, 2018. 

Basel -II Basel-III 

Pillar-I : Minimum Capital Requirements Pillar-I: Enhanced Minimum Capital & 

Liquidity Requirements 

Pillar-II: Supervisory Review Process Pillar-II: Enhanced Supervisory Review 

Process for Firm-wise Risk Management 

& Capital Planning 

Pillar-III:Disclosure & market Discipline Pillar-III: Enhanced Risk Disclosure & 

Market Discipline 

 

Highlights 

 

• Banks required to maintain a minimum 5.5% in common equity (as against the current   

3.6%) by March 31, 2015 

• Banks to create a capital conservation buffer (consisting of common equity) of 2.5% by 

March 31, 2016 

• Banks to maintain a minimum overall capital adequacy of 11.5% (against the current 9%) 

by March 31, 2019 

• Conditions stipulated to increase the loss absorption capacity of banks’ Additional Tier I;  

• Banks not to issue additional Tier I capital to retail investors 

• Risk-based capital ratios to be supplemented with a leverage ratio of 4.5% during 

parallel run 

• Banks allowed to add interim profits (subject to conditions) for computation of core 

capital adequacy 

• Banks to deduct the entire amount of unamortized pension and gratuity liability from 

common equity Tier I capital for the purpose of capital adequacy ratios from April 1, 

2013 

• Incremental equity requirements appear achievable so long as banks can find investors 

for the riskier Additional Tier I capital . 

• Leverage Ratio:     A review of the financial crisis of 2008 has indicated  that the value of 

many assets fell quicker than assumed from historical experience.   Thus, now Basel III 

rules include a leverage ratio to serve as a safety net.  A leverage ratio is the relative 

amount of capital to total assets (not risk-weighted).   This aims to put a cap on swelling 

of leverage in the banking sector on a global basis.   3%  leverage ratio of Tier 1 will be 

tested before a mandatory leverage ratio is introduced in January 2018. 

• Liquidity Ratios:  Under Basel III, a framework for liquidity risk management will be 

created. A new Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR) are 

to be introduced in 2015 and 2018, respectively.  

• Systemically Important Financial Institutions (SIFI) : As part of the macro-prudential 

framework, systemically important banks will be expected to have loss-absorbing 
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capability beyond the Basel III requirements. Options for implementation include capital 

surcharges, contingent capital and bail-in-debt. 

• Common equity is the highest form of loss absorbing capital, 

• Tier 1 capital requirement includes common equity and other qualifying financial 

instruments based on stricter criteria 

• The purpose of the conservation buffer is to ensure that banks maintain a buffer 

of capital that can be used to absorb losses during periods of financial and 

economic stress. 

• A countercyclical buffer within a range of 0% - 2.5% of common equity or other 

fully loss absorbing capital will be implemented according to national 

circumstances. The purpose of the countercyclical buffer is to achieve the broader 

macro prudential goal of protecting the banking sector from periods of excess 

aggregate credit growth 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

18 

Some Important Statutory & Regulatory Provisions: 

 
Banking Regulation Act,1949 

 

• U/s.5(b) Banking is defined. 

• Section 6(1) defines business a banking company may carry on . 

• Trading of goods by a Banking Company is restricted under section 8. 

• U/s.17 every banking company incorporated in India is required to transfer each year 
to Reserve Fund a sum equivalent to not less than 20% of profit before declaration of 
dividend 

• As per Section 24, SLR is to be maintained. In case of default on any alternate Friday 
or on the preceding working day  if such Friday is a public holiday, penal interest 
@3%p.a over the Bank Rate shall be payable on the amount of shortfall for that day. 
If default continues in next succeeding alternate Friday or on the preceding working 
day incase such Friday is public holiday penal interest shall be @5%p.a over the Bank 
Rate for each such shortfall. 

• SLR is to be maintained in the form of cash, gold and approved securities. 

Transactions in Collateralised Borrowing and lending Obligation (CBLO) with 
Clearing Corporation of India Ltd (CCIL) attracts SLR and CRR requirement. Now 
these liabilities are included for calculation of DTL for CRR, SLR purpose 

• U/s.45(Z) Nomination facility has been granted for bank deposits.. 

• U/s 35A ,RBI has prohibited stapling of currency notes. 

• U/s. 26 Return on unclaimed deposits for 10 years is required to be submitted. 

Reserve Bank of India Act,1934 

• Scheduled Bank-  As per Section 2(e) a Scheduled Bank is one whose name is 
included in the Second Schedule to RBI Act, 1934 on satisfaction of the conditions 
laid down in Section 42(6).  

• Section 17(4) enables RBI to grant loans and advances to Scheduled Banks 
• Section 20 empowers RBI to act as Banker to the Govt. 
• Section 22 gives right to issue Bank Notes. 
• Section 29- Bank note shall be exempted from stamp duty under Indian Stamp Act. 
• Section 31 prohibits issue of  notes payable to bearer by any person in India other than 

RBI. 
• U/s.38 RBI is the sole authority to issue currency in the country except for one rupee 

note or coins( which is issued by Central Govt.) 
• U/s 42(1) all scheduled banks are required to maintain CRR in the form of cash. 
• U/s.45B RBI collects credit information from all banking companies and furnish 

consolidated credit information to any banking company. 
• Banks are required to maintain minimum daily CRR balances upto 95% of total CRR 

requirement on all days of the fortnight. If it is not maintained, penal interest @3% 
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above bank rate for first day and second day onwards, Bank rate plus 5%. If the 
average daily balance during any fortnight is below the minimum prescribed CRR 
penal interest @3%p.a above Bank Rate is payable for that fortnight. If during the 
next succeeding fortnight the average balance is still below the minimum prescribed 
CRR, penal interest @5%p.a above Bank rate shall be payable in respect of that 
fortnight and each subsequent fortnight during which the default continues. 

 
National Bank for Agriculture and Rural Development Act,1981 
 

• U/s.3 NABARD was established. 
• As per Section 4, capital shall be Rs.100 crore which may be increased to Rs.5000 

crore by Central Govt. in consultation with RBI. 
• Provides refinance facilities for credit to agriculture, small  and village and cottage 

industries 
• Inspects RRBs and Co-operative Banks. 

 
Banking Ombudsman Scheme,2006 
 

• As per Section 4, RBI appoints one or more of its officers in the rank of Chief General 
Manager or General Manager to be known as Banking Ombudsman. 

• If a complaint on deficiencies in banking services is not responded by the concerned 
Bank within one month or the reply has not satisfied the complainant, the Banking 
Ombudsman whose jurisdiction covers the Bank Branch may be approached. 

• The complaint should be made before expiry of one year after the cause of action has 
arisen. 

• Complaint can be filed simply by writing on a plain paper. 
• Complaint can be filed by authorized representative (other than an advocate) of the 

complainant. 
• No fees are charged for resolving a complaint. 
• Complaint may be settled by agreement within a period of one month. In case it is not 

settled by agreement, Banking Ombudsman may pass an award by giving reasonable 
opportunity to both sides. 

• The award is on compensation, not more than actual loss suffered on account of the 
act of omission or commission by the bank or Rs.10 lac whichever is lower. 

• In case Award is not acceptable, the party not accepting the award may approach the 
appellate authority i.e. Deputy Governor of RBI within 30 days from the date of 
receipt of the award. The complainant has also the recourse before Court. 

 
Prevention of Money Laundering Act, 2002 
 

• Records of cash transactions above Rs.10 lac or its equivalent in foreign currency 
have to be maintained. 

• Records of series of cash transactions connected to each other of below Rs 10 lac or 
its equivalent  in foreign currency within a month and the aggregate value of such 
transactions exceeds Rs.10 lac have to be maintained. 

• Records of Cash transactions in forged or counterfeit currency notes or bank notes 
and where forgery of any valuable security has taken place have to be maintained. 
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• Records of Suspicious transactions in cash or otherwise have to be maintained. 

• Records of transactions, both domestic and international, between the bank and the 
client need be preserved for at least 10 years from the date of cessation of transaction. 

• Cash Transactions Report (CTR) for transactions  of above Rs.10 lac in a month have 
to be submitted to Financial Intelligence Unit-India (FIU-IND) within 15 days of 
close of the month. 

• Suspicious Transactions Report(STR) of a transaction ,in cash or non-cash, or a series 
of transactions integrally connected have to be reported within 7 days of arriving at 
the conclusion. 

 

Indian Stamp Act,1989 

• As per section 17 of Indian Stamp Act,1989 all instruments/documents chargeable 
with duty and executed by any person in India shall be stamped before or at the time 
of execution.  

• The Stamp Act extends to whole of India except J&K. 

• Stamp duty on Demand Promissory Note, Bill of Exchange payable otherwise than on 
demand, money receipts, proxies and transfer of shares comes under Central List. 
Powers to reduce or remit the duty  on these instruments are vested with the Central 
Govt.  

• For other instruments stamp duty rates are prescribed by the respective State Govts. 

•  In case of Usance Bills, arising out of bonafide commercial or trade transaction, of 
not more than 3months usance  after date or sight drawn on or made by or in favour of 
a Commercial Bank/Co-operative Bank stamp duty is remitted. 

• Documents under Central list are not admissible in evidence if unstamped or 
understamped and are nullified. 

• Stamps are of three types-  

Judicial stamps- These are used in connection with filing suit, court fees and other 
judicial matters as per provisions of  Court Fees Act. 

Non-judicial stamp- These are used as per provisions of Stamp Act for commercial 
transactions. 

Postage stamps- These are covered under India Post Office Act for postal charges. 

• Non-judicial stamps are of three kinds: 

Adhesive stamps- Adhesive stamps are those which are affixed by adhesive. There are 
many varieties of adhesive stamps such as revenue stamp, foreign bill stamp, share 
transfer stamp, insurance stamp, notary stamp, attorney stamp, consular stamp. These 
stamps are used for transaction. 
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Embossed or Impressed stamps- Impressed stamps are Hundi papers( on which 
Hundis are to be drawn) or Non-judicial stamp papers( on which stamps are already 
printed). These are mostly used for execution of agreement such as hypothecation, 
pledge & lien agreements, letter of continuity, letter of guarantees, mortgage deed etc. 

Special adhesive stamps- These stamps are substitutes for non-judicial stamp papers. 
It is convenient to use them in printed agreements. Special adhesive stamps are to be 
affixed and cancelled by proper officer notified under the stamp rules. 

The Securitisation and Reconstruction of Financial Assets and Enforcement of Security 
Interest Act, 2002 (SARFAESI) 

• In the event of default by a borrower, the bank have the powers to 

a) Take possession, sell or lease the secured assets 

b) Take over the management of the business of the borrower 

c) Appoint a Manager( not below Scale-IV Officers) 

d) Recover money from the debtor of the borrower 

• Loans outstanding of Rs.1 lac & above are covered by the Act. 

• Agri. Loans and where 80% recovery has been done are exempted. 

• U/s. 13(2) of the Act, secured creditor has to serve 60 days’ notice before taking any 
of the measures under Section 13(4) of the Act. 

• After service of notice if the borrower makes a representation or raises any objection, 
the secured creditor shall consider such representation or objection and if the same is 
acceptable or tenable, the reasons of non-acceptance have to be communicated within 
one week of receipt. 

Central Registry under SARFAESI Act,2002 ( CERSAI)  

• Section 20 of the SARFAESI Act,2002provides for setting up of a Central Registry 
for the purpose of registration of transactions of securitisation, asset reconstruction 
and security interest under the SARFAESI Act. 

• Central Registry of Securitisation, Asset Reconstruction and Security Interest of 
India (CERSAI in short), a Government Company, licensed under Section 25 of the 
Companies Act, 1956 has been incorporated 

• CERSAI has become operational from 31.3.2011. 

• Under Section 23 of the SARFAESI Act, particulars of any charge creating security 
interest over property is required to be filed with the Registry within 30 days from the 
date of creation.  

• The Central Registrar may allow the filing of particulars of such transaction or 
creation of security interest within thirty days next following the expiry of the said 
period of thirty days on payment of such additional fee not exceeding ten times the 
amount of such fee 
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• Section 27 of the SARFAESI Act provides that any default in filing the above 
mentioned transactions shall be punishable with fine which may extend to Rs. 5000/-
for every day during which the default continues 

•  Four Forms, viz. Form-I, Form-II, Form-III and Form-IV have been prescribed for 
the purpose of filing particulars of transaction to be registered with the Central 
Registry. 

• FORM-I – To be used for filing Particulars of Creation or Modification of 
Security Interest in favour of Secured Creditors  
Fee:For a loan upto Rs.5 lac :   Rs. 250/- for both creation and modification of 
security interest 
For a loan above Rs. 5.00 lakh: Rs. 500/- for creation and for any subsequent 
modification of security interest in favour of a secured creditor. 

• FORM-II – To be used for filing Satisfaction of any existing Security Interest 
            Fee – Rs. 250/- 

• FORM-III – To be used for filing Particulars of Securitisation or Reconstruction 
             of Financial Assets Fee – Rs. 1000/- 

• FORM-IV – To be used for filing Particulars of Satisfaction of Securitisation 
or Reconstruction transactions 
Fee – Rs. 250/- 

• The particulars of every transaction referred to above shall have to be filed 
with Central Registrar within a period of thirty days from the date of such 
transaction. 

• In case of delay in filing, the Central Registrar may on an application being made 
stating the reasons for delay not exceeding thirty days, allow filing of particulars on 
payment of additional fees, as specified in the SARFAESI (Central Registry) Rules. 

• The particulars of any transaction kept in Central Registry are open for inspection to 
any person through the website of Central Registry during the business hours of the 
Central Registry on payment of fee of Rs. 50/-. 

************* 
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Different types of Customers 

HUF: 

• The Hindus, Sikhs & Jains are the communities who can form HUF 

• Joint owners of HUF are called Co-parceners. 

• Only male member by birth or adoption can become co-parcener. 

• Senior most member or Karta alone is empowered to handle the affairs of HUF. 

• HUF declaration form or account opening form should be executed by the Karta in 
Karta’s capacity and by all the major co-parceners in their personal capacity. 

• On Karta expiring or becoming insane or being declared as personally insolvent, the 
next Senior most male co-parcener becomes Karta. 

Pardanashin Lady: 

• In a contract with a Pardanashin Lady presumption of undue influence always exists. 
Hence the contract cannot be free from all defects. 

• Bankers generally discourage opening of accounts of Pardanashin Lady as her identity 
cannot be ascertained. 

Blind Persons: 

• Rules are to be explained in front of a witness. 

• Identification marks are to be noted. 

• Deposits and payments are to be witnessed by independent person. 

Illiterate Persons: 

• They are capable into legal contract. 

• Rules are to be explained in front of a witness 

• They are to call on the bank personally to receive payments. 

• Joint a/c. of two illiterate persons should be under joint operation. 

Minors:  

• As per section 3 of Indian Majority Act ,1875 a person who has not completed 18 
years of age is a minor and if a guardian is appointed by a court during his minority, 
he remains minor till completion of 21 years of age. 

• A minor is not capable of entering into valid contract. 

• Minor’s account may be opened to be operated by the natural guardian or the court 
appointed guardian. 
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• Minor’s account may be opened to be operated by the minor himself if he or she is of 
10 years age and can read and write. 

• When the father is not in actual charge of the affairs of the minor who is in exclusive 
care and custody of the mother, the mother can act as Natural Guardian even during 
the life time of the father. 

• A Hindu father entitled to act as guardian can also appoint a guardian in respect of the 
minor’s person or property who acts after the death of the father or mother and is 
known as Testamentary Guardian. 

• No overdraft/loan should be given to a minor even if security is provided as such 
contract will be void. A guarantee in such a case will also be invalid. 

• A minor can draw, endorse or negotiate a cheque or a bill and can bind others but he 
is not liable on such instruments. 

• A minor can be admitted to the benefits of a partnership, but he is not liable for the 
losses of the firm. 

• A minor can also be appointed as an agent to act on behalf of the principal. He can 
bind his principal but he cannot be held responsible to his principal. 

Joint Accounts: 

• Joint accounts are governed U/s. 45 of Indian Contract Act, 1872. 

• Anyone of the account holders can stop payment of cheques even though he does not 
operate the account. 

• In absence of a mandate from the joint account holders ,balance in a joint account 
shall be paid to the surviving account holders and the legal heirs of the deceased 
account holder, in the event of death of a joint account holder. 

• In the event of death, insolvency or insanity of any one of the joint account holders, 
operations in the account shall be stopped, on receipt of notice. 

Partnership Firms: 

• A partnership firm is an entity separate from its partners. 

• A partnership is the relationship between two or more persons who agree to share the 
profits of business. 

• As per Section 11 of Indian Partnership Act 1932 a firm engaged in banking business 
cannot have more than 10 partners, while in other firms the number cannot exceed 20, 
otherwise the partnership will be illegal. 

• Registration of firm is not mandatory, but a registered firm can sue others to enforce a 
right arising out of a contract. 

• Suits by unregistered firm are not maintainable.  A partner of an unregistered firm 
cannot sue other partners for his rights. 
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• A minor can be admitted only to the benefits of a partnership, but he cannot be held 
liable for the acts of the firm. Minor’s date of birth has to be recorded. On attaining 
majority if he chooses to remain partner, the same need be recorded accordingly. 

• A partner is an agent of the firm and his acts for and on behalf of the firm bind the 
firm. 

• While opening bank account, all partners have to sign the account opening form. 
However, operation of the account may be decided by the partners to suit their 
convenience. 

• Cheques payable to the firm or endorsed to the firm cannot be credited in the personal 
account of the firm as that would amount to conversion. 

• In case of death/retirement or insolvency of a partner, operations in the account 
should be stopped. If the balance is in debit and a fresh account should be opened to 
avoid operations of rule in ‘Clayton’s Case’ . The lunacy of a partner does not 
dissolve a firm unless ordered by the court. 

• Cheques signed by insane, insolvent and dead partner should not be paid. 

• Trust/Joint Stock Co. can become a partner in a firm.  

• In case of dispute between partners, one partner can revoke the authority against other 
partners to operate the account. In such situation, the banker has to stop the operations 
in the  account. 

• On death of a partner the firm is treated as dissolved unless there is a contract to the 
contrary. 

• Admission of a new partner dissolves old firm and forms a new firm. 

Limited Liability Partnership(LLP)  

• LLP Act,2008  was introduced w.e.f 1.4.2009 
• LLP is a separate legal entity and has perpetual succession. 
• No. of Partners: Min.2, Max.- no limit 
• Provisions of Indian Partnership Act 1932 shall not apply to LLPs.  
• Individuals &Corporates can become a partner in an LLP. HUFs &NBFCs cannot be 

partners. 
• ROC would register the incorporation document and issue a certificate of 

incorporation within 14 days on completion of all formalities specified under the Act. 
• As in a company, liability of partners in LLP is limited to the extent of their 

contribution. 
• Partners’ personal assets are not liable for firm’s act. 

 
Joint Stock Companies: 

• Joint Stock companies are separate legal entities. 

• Private Ltd Company-       Shareholders :- minimum 2 and maximum 50  
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                                           Directors       :- minimum 2 and maximum 7 

• Public Limited Company- Shareholders:- minimum 7 and maximum unlimited 

                                            Directors       :- minimum 3 and maximum unlimited 

• While opening accounts following documents are to be obtained:- 

a) A true copy of the Memorandum of Association which specifies relationship 
with outside world and contains objectives, liability, name and scope of the 
activities. 

b) A true copy of the Articles of Association which lays down the regulations for 
carrying the objects, activities and management of its internal affairs as 
defined in its Memorandum of Association. 

c) A true copy of certificate of incorporation. 

d) A true copy of certificate of commencement of business in respect of public 
limited companies. 

e) A copy of resolution from the Board of Directors of the company certified by 
the chairman of the meeting. This would normally cover 

i. Name of authorized persons 

ii.  Scope of their authority 

iii.  Their designation 

iv. Their signatures 

v. Operational Instructions 

• Companies cannot go beyond the scope of their objects and violation, if any, in this 
regard is known as ‘Ultra –Vires’ of the company. 

• Articles of association confer powers on the directors and they are normally not 
supposed to act beyond the powers. If any director exceeds the conferred powers, 
such acts will be treated as ‘ultra-vires’ of the company. 

• Personal insolvency/death/insanity of any director does not affect the functioning of 
the company. Such cheques can be paid unless there is clear instruction to the 
contrary. 

• Banker must note the complete address of registered office of the company as any 
legal notice or recall notice can only be served on the Regd. Office of the company 
u/s. 51 of Companies Act. 

Executors and Administrators: 

• When a person leaves a will, the person named in the will to look after the property of 
the will maker after his death is called executor. But if a person does intestate i.e. 
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without leaving any will, court appoints an administrator to look after the estate of the 
deceased. 

• Executor’s account is to be opened on production of probate for the will granted by 
the court. 

• Administrator’s account is to be opened on production of letter of administration 
issued by the court. 

• The account may be opened in the style of “A-Executor( or Administrator) to the 
estate of X deceased. 

• All executors or administrators are considered as one person U/s. 221 of Indian 
Succession Act,1925. On the death of an executor, his powers are vested in the 
surviving executor and in case of sole executor; fresh probate has to be obtained.  In 
case of death of one executor/administrator , a cheque issued by him should not be 
returned as deceased  executor’s/adminstrator’s powers are vested with the surviving 
executors/administrators. 

• Stop payment instructions can be issued by a single executor/administrator in the 
event of more than one executors/administrators. But withdrawal of stop payment 
instructions should be by all executors/administrators. 

Trusts: 

• Indian trust Act governs Private Trusts. Public Trusts are governed by Public Trust 
Act. The document which creates a trust is called a Trust Deed. 

• Trust Deed should be carefully examined to ascertain the powers of the trustees and 
other conditions.  

• Trustees cannot delegate their authority.  

• Trust account should be operated jointly when the number of trustees is two or more 
unless the Trust Deed provides to the contrary. 

• Trustees do not have implied authority to borrow. They can borrow for the Trust 
where the Trust Deed provides so.  

• Insolvency of a trustee will not affect the trust property as the creditors of the trustee 
cannot have any recourse to the property of the Trust. 

• Cheques in favour of the Trust should never be credited to personal account of the 
trustee. 

• Funds lying in a trust account cannot be utilized for payment of debts of the trustee. 

Societies and Clubs: 

• Societies and clubs are non-profit making organizations and represent a group of 
persons. These institutions are normally incorporated under the Co-operative 
Society’s Act. 
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• While opening account, the following precautions are to be taken 

a) Copy of registration certificate should be obtained 

b) Copy of the bye-laws should be obtained 

c) Copy of resolution passed by the Managing Committee regarding opening and 
conduct of the account which should specify the names of the persons 
authorized to operate the account. 

• On death, resignation of the authorized office bearer, bank should stop operations till 
nomination of another. 

 

********** 
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Banker Customer Relationship 

• Debtor and Creditor-On opening of a deposit account the banker becomes a debtor to 
its deposit account holder. But the position changes to Creditor-Debtor when the 
customer’s account is overdrawn. The Creditor has the right to demand payment of 
the money from the banker; and the banker is under obligation to repay its debt 
whenever required to do so properly. 

• Agent-Principal- Banker assumes the role of agent while collecting cheques/ 
undertaking sale purchase of securities. 

• Bailor- Bailee- When articles are received for safe custody, the relationship is of 
Bailor-Bailee 

• Lessor-lessee- The relationship arising out of hiring of a safe deposit locker is that of 
Lessor-Lessee. 

Banker’s Obligation to maintain secrecy of accounts: 

• The banker is under an obligation not to disclose any information regarding his 
customer’s accounts to a third party and also to take all necessary precautions and 
care to ensure that no such information leaks out. 

Disclosure of information as required by Law: 

• A banker has to disclose information in respect of customer’s account in the following 
cases: 

a. Under Income Tax Act,1961-Section 133 of Income Tax Act empowers the 
Income Tax Authorities to to ask a banker to furnish information in respect of 
his customer’s account. 

b. Under Companies Act,1956- As per section 235 or 237, the banker of a 
company is required to provide information of the company’s account to the 
Inspector appointed by the Central Govt. 

c. Under Court’s Order-Banker is bound to produce certified copies of the entries 
in the bankers’ books as per the Bankers’ Books Evidence Act,1891. 

d. Under RBI Act,1934- Under Section 45B RBI asks for credit information 
which the banker has to provide. After enactment of Reserve Bank of India( 
Amendment) Act,1974, the banks are granted statutory protection to exchange 
freely credit information mutually among themselves. 

e. Under Banking Regulation Act,1949- U/s. 26 every banking company has to 
submit a return annually of all such accounts in India which have not been 
operated upon for 10 years giving particulars of the deposits standing to the 
credit of each such account. 

f. Under Gift tax act,1958- Section 36 of the Act empowers Gift tax Authorities 
to call for information in respect of customer’s account. 
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g. Disclosure to Police-Police Officers conducting an investigation may inspect 
banker’s books. 

h. Under FEMA,1999- Officers of the Directorate of Enforcement are 
empowered to inspect the books and accounts and other documents of any 
authorized dealer in  

i. Foreign Exchange. 

Banker’s Rights: 

• General Lien- Section 171 of Indian Contract Act,1872 confers the right of general 
lien on the bankers. The banker possesses the right of general lien on all goods and 
securities entrusted to him in his capacity as a banker in absence of any contract 
inconsistent with the right of general lien. The banker enjoys the privileges of a 
pledge and can dispose of the securities after giving proper notice. Thus Banker’s 
General Lien is an “Implied Pledge”. 

• Particular Lien - Section 170 of Indian Contract Act confer the right to retain 
possession only of goods and securities for which dues have arisen and not for other 
dues. 

• Features of general lien: 

a) No special contract is required 

b) Right to sell is available 

c) Not barred by limitation 

• Exceptions to general lien: 

a) Safe Custody of articles 

b) Documents deposited for special purpose 

c) Right of general lien becomes that of particular lien 

d) Securities left with the bank by mistake 

e) Securities held in trust 

f) Securities lodged before the loan is granted 

g) Money Deposited ( right of set-off applicable) 

Banker’s Right of Set-off: 

• Banker has statutory right of set off i.e. to combine two or more accounts, one of 
which is in debit, other is in credit, in the same branch or in different branches subject 
to the following conditions: 

a) The accounts must be in the same name and in the same right 

b) Prior notice is to be given for exercising the right of set off 
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c) Debts should be certain ( time barred debts also) and due immediately and not 
future debts 

d) Right of set off can be exercised before Garnishee Order is made effective 

Termination  of Banker-Customer Relationship: 

• The relationship terminates in the following events: 

a) Customer closes the account 

b) Bank closes the account by giving due notice 

c) On death of the customer 

d) In case of insanity/Insolvency of the customer 

e) On receipt of garnishee order/attachment order( relationship gets suspended) 

Garnishee Order: 

• It is an order issued by a court under Sec.60 of Code of Civil Procedure 1908 for 
attachment of funds of the judgement debtor available with the bank. 

• The bank is “Garnishee” in this case 

• Has got two parts- 1) Order Nishee- Simply attaches the account 2) Order absolute- 
Directs amount to be paid to the court. 

• Garnishee Order attaches 

a) All deposit a/cs. of the judgement debtor with credit balance already due or 
accruing due for payment 

b) Accounts in the same capacity in which the order is issued 

c) Amount debited to  the judgement debtor’s a/c but actual payment has not yet 
been effected 

d) Individual a/cs when order is in the name of the joint a/c of the individuals. 

e) Partners’ individual a/cs when order is in the Firm’s name. 

f) Attaches accounts of the Judgement Debtor with branches even if it is served 
on Head Office of the bank. 

• Garnishee Order does not attach 

a) Joint a/c of the Judgement Debtors if the order is in the name of one individual 
of the joint a/c. 

b) Amount deposited in the a/c. after receipt of the order. 

c) Uncleared Instruments 
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d) Amount paid before receipt of the order 

e) Money held abroad 

f) Amount held in Trust 

Income Tax Attachment Order: 

• Under Section 226(3) of the Indian Income Tax Act,1961,, the Income Tax Officer 
may attach i) any debt due and payable, ii) debts due but not payable on the date of 
receipt of the notice and iii) any amount received subsequently on account of the 
income tax dues of the assessee. 

• Income tax attachment orders issued in the assessee’s account attaches joint account 
of the assessee. The share of the joint holders in such account shall be presumed, until 
contrary is proved, to be equal. 
 

Nomination facility:  
 

• Nomination facility was introduced under Section 45 ZA to 45ZF of Banking 
Regulation Act,1949. 

• Nomination facility is available in Single a/c, Joint a/c, Proprietorship a/c and Safe 
Custody a/c and Lockers 

• Nomination should be  in favour of an individual only and not in representative 
capacity. 

• Nomination  in favour of more than one person in jointly operated Locker Accounts 
with common consent. 

• Nomination can be made, cancelled or varied any number of times. 
• In case of death of one of the depositors in joint account with survivorship clause, the 

survivor can make, cancel or vary nomination any number of times. 
• A minor can be a nominee; but a major person has to be appointed who will receive 

the money on behalf of the minor during his minority in case of death of the depositor. 
Such major person may not even be related to the minor. 

• In a minor’s a/c nomination can be made by a person lawfully entitled to do so i.e. by 
natural guardian or guardian appointed by court. 

• Nominee is entitled to receive the money. He is duty bound to pass on the money to 
the legal heir. 

• Bank gets full discharge by making payment to the nominee. 
 

********** 
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Negotiable Instruments Act,1881: Some important provisions 

Negotiable Instruments: 

• Negotiable Instruments Act does not define negotiable instruments. It merely states 
that a negotiable instrument means a promissory note, bill of exchange or cheque 
payable either to order or bearer( Section-13) 

• Promissory Note, Bill of Exchange and Cheque are Negotiable Instruments(NI) by 
statute. 

• Hundis, Delivery Orders , Railway Receipts ,Warehouse receipt, Certificate of 
Deposit, Commercial Paper, Treasury Bills and GRs approved by IBA are examples 
of negotiable instruments by usage or custom. 

Essential features of Negotiable Instruments:-  

i. These are easily transferable from one person to another, 
ii.  These confer absolute and good title on the transferee, 
iii.  The holder can sue upon the instrument in his own name. 

Presumptions as to Negotiable Instruments:- 

• Section 118 provides the following presumptions  as to Nis until the contrary is 
proved: 

a) NI was made, drawn, accepted, endorsed and negotiated or transferred for 
consideration 

b) It bears the date on which it was made or drawn 
c) It was accepted within a reasonable time after its date and before maturity 
d) Every transfer of NIs was made before maturity 
e) Endorsements appearing on NIs were made in the order in which they appear 

thereon. 
f) It was duly stamped and stamp duty cancelled, when the NI stands lost 
g) Holder is holder in due course.      

  

Features of Pronote:        

• Section 4 of NI Act- It is an instrument a) in writing b) containing an unconditional 
undertaking or promise c) signed by maker d) to pay a certain sum of money e) to or 
to the order of a certain person or to the bearer of the instrument. 

• A pronote may be drawn by more than one person who may undertake to pay the 
amount both in their individual capacities as well as jointly. 

• There are only two parties in a pronote-  Maker (the borrower) and the Payee( to 
whom payable). 

• Examples of Pronote- I promise to pay B or order Rs 2000.00 
                                   I acknowledge a debt of Rs 5000.00 to B to be  paid on demand. 

Mere acknowledgement of debt without a promise to pay will not make it a pronote- 
Example-I owe you Rs 3000.00. 

Absence of unconditional undertaking will not make it a pronote- Example- I promise 
to pay B Rs.5000.00 after the death of C, provided C leaves me the sum of Rs 
5000.00 
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• Currency Notes are pronotes payable to bearer on demand. Suction 31 of RBI 
Act,1934 prohibits any other  person or institution from issuing pronotes payable to 
bearer on demand. 

Essentials of a Pronote 

1) It must be in writing :  
2) Promise to pay : The promissory note must contain an express promise or 

undertaking to pay. An implied undertaking cannot make a document a 
promissory note.  

3) The promise to pay must be unconditional : The promise to pay must be 
unconditional or subject to only such conditions which according to the 
ordinary experience of mankind is bound to happen.  

4) There must be a promise to pay money only : The instrument must be 
payable only in money.  

5) A definite sum of money : Certainty  
i. as to the amount, and  
ii.  as to the persons by whose order and to whom payment is to be made  

6) The instrument must be signed by the maker : A promissory note is 
incomplete till it is so signed. Since the signature is intended to authenticate 
the instrument it can be on any part of the instrument.  

7) The person to whom the promise is made must be a definite person : The 
payee must be a certain person. Where the name of the payee is not mentioned 
as a party, the instrument becomes invalid. It is to be kept in mind that a 
promissory note cannot be made payable maker himself. Thus, a note which 
runs “I promise to pay myself” is not a promissory note and hence invalid.  
 

Features of Bill of Exchange: 

• Section 5 o NI Act- It is an instrument a) in writing b) containing an unconditional 
order c) signed by maker d) directing a certain person e) to pay a certain sum of 
money e) to or to the order of a certain person or to the bearer of the instrument. 

• There are three parties in a Bill of Exchange 
Drawer- Maker of the bill 
Drawee- The person who is directed  to pay 
Payee- The person who is entitled to receive payment 

Features of Cheque: 

• Section 6 of NI Act-  It is a) a bill of exchange b) drawn on a specified banker and c) 
not expressed to be payable otherwise on demand. 

• There are three parties in a cheque. 
Drawer- The person who issues the cheque 
Drawee- The banker on whom the cheque is drawn 
Payee- To whom payable 

• Electronic/Truncated Cheques-After the amendment of NI Act during Dec,2002, the 
cheque also means a cheque in electronic form containing exact mirror image of a 
paper cheque with use of digital signatures and asymmetric crypto system. 
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Holder:  

• Section 8 of NI Act- A person may be called Holder of a negotiable instrument 
provided 

1) He is entitled to the possession of the instrument in his own name.  
Actual possession of the instrument is not essential. He must have legal rights 
to possess the instrument in his own name i.e title to the instrument should be 
acquired lawfully. Thus a person who has obtained a negotiable instrument by 
theft, fraud, through forged endorsement  or finds  the same lying somewhere 
is not a holder of the instrument. 

2) He must be entitled to receive or recover the amount from the parties 
concerned in his own name. 
 
For this purpose  his name should appear on the instrument as payee or 
endorsee, if it is an order instrument. If it is a bearer instrument, the bearer 
may claim the money without having his name mentioned in the cheque. 

• In case of a lost instrument, the person who was entitled to receive payment at the 
time the instrument was lost continues to remain as Holder and not the person who 
finds the instrument. 

Rights of a Holder: 

• Holder of a Negotiable instrument enjoys the following rights 

1. He can claim payment of the instrument and can sue on the instrument in his 
own name. 

2. He can obtain a duplicate instrument if lost. 
3. He can cross the cheque generally or specially and also with the words ‘Not 

Negotiable’ 
4. He can convert an endorsement in  blank into endorsement in full. 
5. He can endorse and negotiate the instrument, if not restricted as per direction 

on the cheque. 
Holder in due course: 

• Section 9 of NI Act – It means a holder who takes the instrument bonafide for value 
before it is overdue and without any notice of defects in the title of the person who 
transferred it to him. 

Pre-requisites for being Holder in due course: 

• A person who claims to be holder in due course of an instrument has to prove 

a. That he is a holder 
b. That he is a holder for consideration 
c. That the acquisition of the instrument was before its maturity 
d. That he has no knowledge of defective title 
e. That the instrument was complete at the time   of possession 

Privileges of a holder in due course: 

• A holder in due course enjoys the following privileges: 
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1. Inchoate Instrument- Right of Holder in due course to recover the money is 
not affected in case of an originally inchoate instrument subsequently 
completed for greater sum inconsistent with the intention of the maker. 

2. Title free from defects- His title is free from defects. He always possess 
better title than that of the transferor and also all previous parties. He passes 
better title to subsequent parties. 

3. Liability of prior parties-  He can recover the amount of the instrument from 
any or all of the previous parties to the instrument.(Section 36) 

4. Lost or obtained by fraud or unlawful consideration- A person liable on a 
negotiable instrument cannot defend himself against a holder in due course on 
the ground that the instrument was lost or obtained from him by means of an 
offence or for an unlawful consideration (Section 58) 

5. Estoppel against denying validity of the instrument originally made : “No 
maker of a promissory note and no drawer of a bill of exchange or cheque and 
no acceptor of a bill of exchange for the honour of the drawer shall in a suit 
thereon by holder in due course, be permitted to deny the validity of the 
instrument as originally made or drawn”(Section 120) 

6. Payees incapacity: No maker of a promissory note and no acceptor of a bill of 
exchange payable to order shall, in a suit thereon by a holder in due course, be 
permitted to deny the payee’s capacity at the date of note or bill to endorse the 
same. (Section 121). 

7. Title of previous parties : No endorser of a negotiable instrument shall in a 
suit thereon by a subsequent holder, be permitted to deny the signature or 
capacity of any prior party to the instrument (section 122) . 

8. Fictitious Bill : If a bill of exchange is drawn on behalf of a fictitious person 

and is payable to his order, the acceptor is not relieved of his liability to the 

holder in due course because of the fictitious name. It is essential though that 

the holder in due course proves that the document bears the endorsement 

with signature in the same hand as that of the drawer and purporting to be 

made by the drawer (Section 42).  

Distinction between Holder & Holder in due course: 

Holder Holder in Due Course 

A holder may become the possessor or payee 
of an instrument even without consideration,  

A holder in due course is one who acquires 
possession for consideration. 

 Neither actual possession nor any time limit 

within which the instrument is to be 

acquired is required to be a holder 

A holder in due course must become the 

possessor of the instrument before the 

amount thereon become payable.  

The test of obtention of instrument without 

having sufficient cause to believe that any 

defect existed in the transferor’s title is not 

applicable. 

 

A holder in due course must have become 

the payee of the instrument in good faith 

i.e., without having sufficient cause to 

believe that any defect existed in the 

transferor’s title. 

Payment in due course: 

  

• Section 10 of the NI Act –  The essentials for a payment in due course are:   
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(i)     Payment as per apparent tenor: The payment should be made in accordance 

with the apparent tenor of the instrument. A payment before maturity is not a 

payment in accordance with the apparent tenor of the instrument; and as such it 

is not a payment in due course.   

  

(ii)    Payment to a person in possession: That the person to whom payment is made 

should be in possession of the instrument. Therefore, payment must be made to 

the “holder” or a person authorized to receive payment on his behalf. Suppose, 

the instrument is payable to a particular person or order and is not endorsed by 

him. Payment to any person in actual possession of the instrument in such case, 

will not amount to payment in due course. However, in the event of the 

instrument being payable to bearer or endorsed in blank, the payment to a 

person who possess the instrument is, in the absence of suspicious 

circumstances, payment in due course.  

  

(iii)     Payment in good faith: If suspicious circumstances are there, then person 

making the payment shall be put on an enquiry. If he does not make the enquiry, 

the payment would not be in due course.  

 
Negotiation: 
 

• Section 14 of NI Act- Transferring an instrument from one to another  in a manner as 
to convey title and to constitute the transferee,the holder thereof. 

• Negotiation by delivery-  Bearer instruments get negotiated by delivery only(Section-
47). 

• Negotiation by endorsement and delivery- Order instruments are negotiated by 
endorsement and delivery ( Section 48). 

Endorsement: 

• Section 15 of NI Act- It means signing by the maker or holder on the face or back of 
the instrument or on a paper annexed thereto called ’allonge’ for the purpose of 
negotiation. 

• Types of Endorsement: 
Blank or general – When the endorser signs his name for negotiation without adding 

anything the endorsement is blank or general endorsement. 

 

Special or in full- When  the endorser signs his name and adds a direction to pay the 

amount to or to the order of a specified person,the endorsement is special or in full. 

  

Restrictive – Section 50 permits restrictive endorsements which take away the 

negotiability of such instruments. “Pay the contents to C only”, “Pay C for my use.” 

 

Conditional : 

 

(i)  Sans Recourse – when endorser excludes his liability “pay to X or order at his own 

risk” or “Pay to C without recourse to me.” 
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(iii) Facultative – When the endorser reduces rights or increases his liability by 

writing in the endorsement “ notice of dishonour waived.”. 

 

Liability of endorser on dishonour:  

  

• Under Section 35 that except in the case of a contract to contrary, every endorser of 

a negotiable instrument is liable to every subsequent party to it provided due notice 

of dishonour is given to or received by him.  

  

Example : A bill is drawn by A upon B and is payable to C or order. C endorses the bill 

to D, who in turn endorses it to E. If B dishonours the bill, the holder, E has a right of 

action against all the parties i.e. D, C and A.  

  

Effect of endorsement:  

  

• The endorsement of an instrument, followed by delivery, transfers to the endorsee 

the property in the instrument with right of further negotiation i.e. the endorsee 

may further endorse it to some other person.  

 

• A holder of an instrument deriving title from a holder in due course has rights 

thereon of the holder in due course (Section 53).  

 

Negotiation by unauthorized parties:  

  

Right and liabilities in case of loss of instrument  

  

1. The holder of negotiable instrument shall give a notice to all parties liable on the 

instruments. He shall also give a public notice.  

 

2. Under Section 45A, the loser of a bill of exchange has a right to apply to the drawer 

for a duplicate of the lost bill, giving security to the drawer to indemnify him against 

all persons. If the drawer does not grant the application the loser may compel him to 

provide him with a duplicate.  

 

3. When  a negotiable instrument payable to order has been lost, the finder or the 

endorsee from the finder, is not entitled to receive the amount of it from maker, 

acceptor or holder, or from any party prior to such holder. He is bound to return the 

instrument to the real owner.  

 

4. If the instrument lost by one is payable to bearer or endorsed in blank, the third 

person acquiring it bona fide and for valuable consideration before maturity, is 

entitled both to retain the instrument against the real owner and to compel 

payment from the prior parties thereon i.e. if the possessor of a lost instrument is a 

holder of it in due course, he is entitled to receive the amount due thereon from the 

acceptor or holder or from any party prior to such holder.  
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5. The holder of the lost instrument shall give a notice for payment on maturity date to 

the drawer. If the drawer or acceptor refuses payment, he must give notice of 

dishonour to the drawer, acceptor as well as to all prior parties failing which he will 

lose his right to take action against the person liable on the instrument.  

 

Stolen instrument  

  

• The position in case of stolen instrument is same as in the case of lost instrument. 

The thief does not get any title to the instrument. But, if a stolen instrument, 

payable to bearer, is negotiated to a holder in due course, such holder in due course 

gets a good title.  

  

Instruments obtained by fraud:  

 

• Free consent of parties is one of the most important for a valid contract. Absence of 

consent or absence of free consent vitiates all contracts including contracts relating 

to negotiable instruments. Thus, if an instrument is obtained from any maker, 

acceptor or holder by means of an offence or fraud, the possessor is not ordinarily 

entitled to receive the amount under it from the acceptor or holder, or from any 

party prior to such holder. But if such instrument, payable to bearer is transferred to 

holder in due course he will get good title. Even if the instrument is negotiated by 

endorsement, the holder in due course gets good title. The endorsement will be 

valid though the title of the endorser is defective.  

 

Forged Endorsement :  

 

• When signature of the endorser is forged on the instrument it is said to be a forged 

endorsement. In the eyes of law, a forged endorsement is not an endorsement at all.  

 

• If the instrument is payable to a person or to his order, it cannot be negotiated 

except with the signature of the person. Therefore, if the instrument is negotiated 

under the forged signature of the person to whom the instrument has been made 

payable the endorsee does not receive any title even though he is a purchaser for 

value and in good faith, for the endorsement is a nullity. But in case of bearer 

instrument or instruments endorsed in blank which can be negotiated by mere 

delivery, a forged endorsement is immaterial and it does not affect the title of the 

holder because he derives his title through delivery and not through endorsement.  

 

Material alteration:  

 

• Material alteration is that change in the negotiable instrument which affects the 

validity of the instrument or rights of the parties thereto. Validity of the instrument 

is affected only when the alteration is material. Any material alteration of a 

negotiable instrument renders the same void as against any one who is party thereto 
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at the time of making such alterations. Following have been held to be material 

alterations :  

  

i. Alterations of the date of the instrument  

ii. Alteration of the sum payable  

iii. Alteration in the place of payment 

iv. Alteration in the names of the parties 

v. Substitution of the word ‘bearer’ in place of ‘order’ in the cheque 

vi. Alteration in the crossing of the cheque 

 

• A change is said to be material when –  

  

i. it changes the identity of the contract between the parties  

ii. it changes the rights and liabilities of the parties of the parties or any of the 

parties of the instrument.  

iii. It alters the operation of the instrument. 

 

Crossing of Cheques: 

  

• Section 123 of NI Act-  Crossing is made by drawing two parallel traverse lines 
across the face of the cheque with or without the addition of “ and Company” or any 
abbreviation thereof or with the words” not negotiable”.  

• Crossing on a cheque is a direction to the paying banker that the payment shall not be 
made across the counter. The payment on a crossed cheque can be collected only 
through a banker.  

Who may cross  the cheque: 

• Crossing of a cheque is an instance of an alteration which is authorized by the Act. 
Thus, the following parties may cross a cheque :  

Drawer : The drawer of the cheque may cross the cheque generally or specially.  

 

Holder : Where the drawer does not cross the cheque, the holder may cross it 
generally or specially. Even if the cheque is already crossed the holder may add the 
words ‘not negotiable’.  

Banker : Where a cheque crossed specially the collecting banker may again cross it 
specially to another banker as its agent for collection.  

Types of crossing:  

• Crossing may be either (1) general or (2) special.  

1. General crossing : Section 123 of the NI Act - Where a cheque bears across its 
face two traverse lines with or without the words “and Co.” or any abbreviation 
thereof or the words ‘not negotiable, the cheque is said to have been crossed 
generally.  

2. Special crossing  Special crossing implies the specifications of the name of the 
banker on the face of the cheque. The object of special crossing is to direct the 
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drawee banker to pay the cheque only if it is presented through the particular 
bank mentioned.   

In the case of special crossing the addition of two parallel transverse lines is 
not essential though generally the name of the bank to which the cheque is 
crossed specially is written between the two parallel transverse line (Section 
124).   

• Where a cheque is crossed specially, the banker on whom it is drawn shall not pay it 
otherwise than to the banker to whom it is crossed, or his agent for collection( Section 
126)  

• Where a cheque is crossed specially to more than one banker, except when crossed to 
an agent for the purpose of collection, the banker on whom it is drawn shall refuse 
payment thereof (Section127)  

“Account Payee” crossing:  

• NI Act has not defined this type of crossing. It is the result of custom,use,practice and 
legal decision. This type of crossing acts as a warning to the collecting bankers that 
the proceeds are to be credited into the account of the payee. The banker can disregard 
the direction only at his own risk and responsibility. 

Cheque marked “not negotiable”: 

•  Section 130 of the NI Act: A person who takes a cheque crossed generally or 
specially with the words ‘not negotiable’ shall not have or shall not be able to give a 
better title to the cheque than the title of person from whom he took it. 

• The general rule about the negotiability is that the holder in due course of a bill or 
promissory note or cheque takes the instrument free from any defect which might be 
existing in the title of the transferor. If the holder takes the instrument in good faith, 
before maturity and for valuable consideration, his claim is not defeated or affected by 
the defective title of the transferor. In case of any dispute, it is the transferor with the 
defective title who is liable. 

• The effect of such a crossing is that the title of the transferee would be vitiated by the 
defect in the title of the transferor. The transferee of such a crossed cheque cannot get 
a better title than the transferor himself. The transferee cannot claim the right of a 
holder in due course by proving that he purchased the instrument in good faith for 
value.  

Banker’s liability on payment of crossed cheque in due course  

• In respect of a crossed cheque it is presumed that the banker, on whom it is drawn, 
has made payment to the true owner of the cheque, though in fact, the amount of the 
cheque may not reach the true owner. In other words, the banker making payment in 
due course is protected, whether the money is or is not, in fact, received by the true 
owner of the cheque (Section 128).  

Banker’s liability on wrong payment of a crossed cheque:  

• Section 126 of the Act states that:  

i. in the case of generally crossed cheque the banker shall not pay it otherwise than 
to a banker, and   
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ii.  in the case of a specially crossed cheque it shall not be paid by the banker 
otherwise than to the banker to whom it is crossed or to his agent for collection.  

• Where the drawee banker pays a crossed cheque otherwise than in accordance with 
the provisions of Section 126 it shall be liable to the true owner of the cheque for any 
loss he may have sustained (section 129)  

 

Protection of paying banker in respect of uncrossed cheques: 

• Section 85(2) reads:  

When a banker makes payment on an uncrossed cheque in due course he is authorized 
to debit the account of his customer with the amount so paid irrespective of the 
genuineness of the Endorsement thereon.  

For example, a cheque is drawn payable to N or order and it is stolen. Thereafter, the 
thief or someone else forges N’s endorsement and presents the cheque to the bank for 
encashment. On paying the cheque, the banker would be able to debit the drawer’s 
account with the amount of the cheque.  

• The original character of the cheque issued as bearer, is not altered by subsequent 
endorsements , so far as the paying bank is concerned, provided that the payment is 
made in due course. Hence the proposition that “once a bearer instrument always a 
bearer instrument”.  

Protection in respect of crossed cheques  

• When a banker pays a cheque drawn by his customer in accordance with section 126 
of the Act he can debit the drawer’s account with the amount paid, even though the 
amount of the cheque does not reach the true owner.  

Pre-requisites for claiming protection:  

• The protection in both the cases referred above can be availed of only if the payment 
has been made in due course i.e.  

i. According to the apparent tenor of the instrument,  
ii.  In good faith and without negligence.  

iii.  To any person in possession thereof,  
iv. In circumstances that do not incite any suspicion that he is not entitled to 

receive payment of the cheque.   
Liability of drawee of cheque:  

• Section 31 of the Act states that:  

The drawee bank is under a duty to pay the cheque, provided he has in his hands 
sufficient funds of the drawer and the funds are properly applicable to such payment. 
If the banker refuses payment without sufficient cause being shown, he must 
compensate the drawer, not the holder, for any loss caused by such improper refusal 
(Section 31).  

• The amount of compensation that the drawee would have to pay to the drawer is to be 
measured by the loss or damage say loss of credit, suffered by the drawer. The 
principle is : “The lesser the value of the cheque dishonoured, the greater the damage 
to the credit of the drawer”.  
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When banker shall refuse the payment  

• A banker will be justified or bound to dishonour a cheque in the following cases, viz;  

(i)   The cheque is undated.  

(ii)  The cheque is stale i.e. it has not been presented within the validity period of the 
cheque. 

(iii) The instrument is inchoate (unclear or unformed or tentative) or not free from 
reasonable doubt. 

(iv) The cheque is post-dated and presented for payment before its ostensible date.  

(v) The customer’s funds in the banker’s hands are not ‘properly applicable’ to the 
payment of cheque drawn by the former.  

(vi) The customer has credit with one branch of a bank and he draws a cheque upon 
another branch of the same bank in which either he has account or his account is 
overdrawn.  

(vii) A garnishee or other legal order from the Court attaching or otherwise dealing 
with the money in the hand of the banker, is served on the banker.  

(viii)  Authority of the banker to honour a cheque of his customer is determined by the 
notice of the drawer’s death, lunacy and insolvency. However, any payment made 
prior to the receipt of the notice of death is valid.  

(ix)  Notice in respect of closure of the account is served by either party on the other.  

(x)  The cheque contains material alterations, irregular signature of irregular 
endorsement.  

(xi) The customer has countermanded payment.  

(xii) Any ambiguity in the material part of the cheque including the defects resulting 
from the crossing of the cheque.  

(xiii) Any difference between the amount of cheque in words and in figures.  

(xiv) Any irregular endorsements.  

(xv) The cheque is mutilated.  

(xvi) Signature of the drawer has been forged.  

Collecting Banker’s Protection: 

• Section 131 of the Act confers a special protection on the collecting banker which is 
available to him subject to fulfillment of certain conditions. If the following conditions 
do not co-exist, this protection would be denied to the collecting banker :  

1. Payment must be received in good faith and without negligence What 
amounts to negligence is, however a question of fact in each case. 
“Negligence” means want of “reasonable care” with reference to the interest of 
the true owner.  

2. Collection for a customer : Protection under section 131 is available only 
when the banker is acting as an agent for collection but not to a case where the 
banker is himself the holder.  
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3. Cheque should be a crossed cheque : The cheque should be a crossed one 
before it is deposited with the collecting banker. 

Dishonour of cheque is an offence: 

• Section 138 of the Negotiable Instruments Act states that  

a) the return of a cheque by a banker because the money standing to the credit of 
the accountholder is insufficient to honour the cheque or that it exceeds the 
amount arranged to be paid from the account by an agreement made with the 
bank, is a criminal offence.  

b) The drawer shall be deemed to have committed an offence and such offence 
will be punishable with imprisonment for a term up to two years  
imprisonment or with a fine twice the amount of the cheque or both.  

• Provisions of section 138 of the Act are applicable only if – 

1. Cheque has been  issued in discharge of liability- gift cheques are not 
included. 

2. Cheque should be presented within the validity period of the cheque 

3. Payee or Holder in due course should give notice demanding payment within 
30 days from the date of notice of dishonor 

4. The drawer is required to pay within 15 days of receipt of the demand notice. 

5. The dishonor should be for no other reason than “ insufficiency  of funds” 

6. The complaint can be made only by the payee or holder in due course. 

7. No court inferior to Metropolitan Magistrate or Judicial Magistrate of 1st class 
will try the offence. 

Inland bills :  

• As per Section 11 of the NI Act  

i. It must be drawn or made in India  

ii.  It must be payable in India 

Foreign bills :  

• As per Section 12  of the NI Act foreign bills are 

i. Bills drawn in India but are payable outside India or are drawn on a person 
residing outside India or 

ii.  Bills drawn outside India and are payable in India or are drawn on a person 
resident in India 

iii.  Bills drawn in India and are payable outside India or drawn on a person 
residing outside India and are payable outside India. 

Presentment of a bill: 

•  As per Section 83 of NI Act presentment of a bill should be made within 48 hours 
excluding public holidays(public holiday includes Sundays) 

Acceptor for Honour:  
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• Acceptor for honour is a person who comes voluntarily for retirement of the bill. 

Noting and Protesting: 

• In the event of dishonor of  a Pronote or a Bill of Exchange the holder may get  it 
noted by a Notary Public on the instrument itself or on a paper attached thereto or 
partly upon each. This is called Noting 

• A protest is a certificate issued by the Notary Public attesting that the bill or note has 
been dishonoured. 

Escrow:  
• A bill, endorsed or delivered to a person subject to the understanding that it will be 

paid only if certain conditions are fulfilled, is called an “Escrow”. Regarding 
these bills there is no liability of the drawer until the conditions agreed are fulfilled. 
However, the rights of a holder in due course will not be affected.  
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Priority Sector Lending 

I. Categories under priority sector 

� Agriculture 
� Micro, Small and Medium Enterprises 
� Export Credit 
� Education 
� Housing 
� Social Infrastructure 
� Renewable Energy 
� Others 

The details of eligible activities under the above categories are specified in paragraph III. 

II. Targets /Sub-targets for Priority sector 

(i) The targets and sub-targets set under priority sector lending for all scheduled commercial 
banks operating in India are furnished below: 

Categories Domestic scheduled commercial banks  
Total Priority 
Sector 

40 percent of Adjusted Net Bank Credit [ANBC defined in sub 
paragraph (iii)] or Credit Equivalent Amount of Off-Balance Sheet 
Exposure, whichever is higher. 

Agriculture 18 percent of ANBC or Credit Equivalent Amount of Off-Balance 
Sheet Exposure, whichever is higher. 

Within the 18 percent target for agriculture, a target of 8 percent of 
ANBC or Credit Equivalent Amount of Off-Balance Sheet Exposure, 
whichever is higher is prescribed for Small and Marginal Farmers, to 
be achieved in a phased manner i.e., 7 per cent by March 2016 and 8 
per cent by March 2017. 

Micro 
Enterprises 

7.5 percent of ANBC or Credit Equivalent Amount of Off-Balance 
Sheet Exposure, whichever is higher to be achieved in a phased 
manner i.e. 7 per cent by March 2016 and 7.5 per cent by March 
2017. 

The sub-target for Micro Enterprises for foreign banks with 20 
branches and above would be made applicable post 2018 after a review 
in 2017. 

Advances to 
Weaker Sections 

10 percent of ANBC or Credit Equivalent Amount of Off-Balance 
Sheet Exposure, whichever is higher. 

III. Description of the eligible categories under priority sector 

1. Agriculture 

The present distinction between direct and indirect agriculture is dispensed with. 
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Instead, the lending to agriculture sector has been re-defined to include (i) Farm 
Credit (which will include short-term crop loans and medium/long-term credit to 
farmers) (ii) Agriculture Infrastructure and (iii) Ancillary Activities. A list of eligible 
activities under the three sub-categories is indicated below: 

1.1Farm 
credit 

A. Loans to individual farmers [including Self Help Groups (SHGs) or Joint 
Liability Groups (JLGs), i.e. groups of individual farmers, provided banks 
maintain disaggregated data of such loans], directly engaged in Agriculture 
and Allied Activities, viz., dairy, fishery, animal husbandry, poultry, bee-
keeping and sericulture. This will include: 

(i) Crop loans to farmers, which will include traditional/non-traditional 
plantations and horticulture, and, loans for allied activities. 

(ii) Medium and long-term loans to farmers for agriculture and allied 
activities (e.g. purchase of agricultural implements and machinery, loans for 
irrigation and other developmental activities undertaken in the farm, and 
developmental loans for allied activities.) 

(iii) Loans to farmers for pre and post-harvest activities, viz., spraying, 
weeding, harvesting, sorting, grading and transporting of their own farm 
produce. 

(iv) Loans to farmers up to Rs50 lakh against pledge/hypothecation of 
agricultural produce (including warehouse receipts) for a period not 
exceeding 12 months. 

(v) Loans to distressed farmers indebted to non-institutional lenders. 

(vi) Loans to farmers under the Kisan Credit Card Scheme. 

(vii) Loans to small and marginal farmers for purchase of land for 
agricultural purposes. 

B. Loans to corporate farmers, farmers' producer organizations/companies of 
individual farmers, partnership firms and co-operatives of farmers directly 
engaged in Agriculture and Allied Activities, viz., dairy, fishery, animal 
husbandry, poultry, bee-keeping and sericulture up to an aggregate limit of 
Rs.2 crore per borrower. This will include: 

(i) Crop loans to farmers which will include traditional/non-traditional 
plantations and horticulture, and, loans for allied activities. 

(ii) Medium and long-term loans to farmers for agriculture and allied 
activities (e.g. purchase of agricultural implements and machinery, loans for 
irrigation and other developmental activities undertaken in the farm, and 
developmental loans for allied activities.) 
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(iii) Loans to farmers for pre and post-harvest activities, viz., spraying, 
weeding, harvesting, sorting, grading and transporting of their own farm 
produce. 

(iv) Loans up to Rs.50 lakh against pledge/hypothecation of agricultural 
produce (including warehouse receipts) for a period not exceeding 12 
months. 

1.2. 
Agriculture 
infrastructure 

i) Loans for construction of storage facilities (warehouses, market yards, 
godowns and silos) including cold storage units/ cold storage chains 
designed to store agriculture produce/products, irrespective of their location. 

ii) Soil conservation and watershed development. 

iii) Plant tissue culture and agri-biotechnology, seed production, production 
of bio-pesticides, bio-fertilizer, and vermi composting. 

For the above loans, an aggregate sanctioned limit of Rs.100 crore per 
borrower from the banking system, will apply. 

1.3.Ancillary 
activities 

(i) Loans up to Rs.5 crore to co-operative societies of farmers for disposing 
of the produce of members. 

(ii) Loans for setting up of Agriclinics and Agribusiness Centres. 

(iii) Loans for Food and Agro-processing up to an aggregate sanctioned limit 
of Rs.100 crore per borrower from the banking system. 

(iv) Loans to Custom Service Units managed by individuals, institutions or 
organizations who maintain a fleet of tractors, bulldozers, well-boring 
equipment, threshers, combines, etc., and undertake farm work for farmers 
on contract basis. 

(v) Bank loans to Primary Agricultural Credit Societies (PACS), Farmers’ 
Service Societies (FSS) and Large-sized Adivasi Multi-Purpose Societies 
(LAMPS) for on-lending to agriculture. 

(vi) Loans sanctioned by banks to MFIs for on-lending to agriculture sector 
as per the conditions specified in paragraph IX of this circular 

(vii) Outstanding deposits under RIDF and other eligible funds with 
NABARD on account of priority sector shortfall. 

For the purpose of computation of 7 percent/ 8 percent target, Small and Marginal 
Farmers will include the following:- 

→ Farmers with landholding of up to 1 hectare are considered as Marginal Farmers. 
Farmers with a landholding of more than 1 hectare and upto 2 hectares are considered as 
Small Farmers. 

→ Landless agricultural labourers, tenant farmers, oral lessees and share-croppers. 
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→ Loans to Self Help Groups (SHGs) or Joint Liability Groups (JLGs), i.e. groups of 
individual Small and Marginal farmers directly engaged in Agriculture and Allied 
Activities, provided banks maintain disaggregated data of such loans. 

→ Loans to farmers' producer companies of individual farmers, and co-operatives of 
farmers directly engaged in Agriculture and Allied Activities, where the membership of 
Small and Marginal Farmers is not less than 75 per cent by number and whose land-
holding share is also not less than 75 per cent of the total land-holding. 

2. Micro, Small and Medium Enterprises (MSMEs) 

2.1. The limits for investment in plant and machinery/equipment for manufacturing / service 
enterprise, as notified by Ministry of Micro, Small and Medium Enterprises, vide 
S.O.1642(E) dated September 9, 2006 are as under:- 

Manufacturing Sector 
Enterprises Investment in plant and machinery 
Micro Enterprises Does not exceed twenty five lakh rupees 

Small Enterprises 
More than twenty five lakh rupees but does not exceed five 
crore rupees 

Medium Enterprises 
More than five crore rupees but does not exceed ten crore 
rupees 

Service Sector 
Enterprises Investment in equipment 
Micro Enterprises Does not exceed ten lakh rupees 

Small Enterprises 
More than ten lakh rupees but does not exceed two crore 
rupees 

Medium Enterprises 
More than two crore rupees but does not exceed five crore 
rupees 

Bank loans to Micro, Small and Medium Enterprises, for both manufacturing and service 
sectors are eligible to be classified under the priority sector as per the following norms: 

2.2. Manufacturing Enterprises 

The Micro, Small and Medium 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 as notified by the Government from time to time. The 
Manufacturing Enterprises are defined in terms of investment in plant and machinery. 

2.3. Service Enterprises 

Bank loans up to Rs 5 crore per unit to Micro and Small Enterprises and Rs 10 crore to 
Medium Enterprises engaged in providing or rendering of services and defined in terms of 
investment in equipment under MSMED Act, 2006. 

2.4. Khadi and Village Industries Sector (KVI) 

All loans to units in the KVI sector will be eligible for classification under the sub-target of 7 
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percent /7.5 percent prescribed for Micro Enterprises under priority sector. 

2.5. Other Finance to MSMEs 

(i) Loans to entities 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 co-operatives of producers in the decentralized sector viz. artisans, village and 
cottage industries. 

(iii) Loans sanctioned by banks to MFIs for on-lending to MSME sector as per the 
conditions specified in paragraph IX of this circular. 

(iv) Credit outstanding under General Credit Cards (including Artisan Credit Card, Laghu 
Udyami Card, Swarojgar Credit Card, and Weaver’s Card etc. in existence and catering to 
the non-farm entrepreneurial credit needs of individuals). 

(v) Overdrafts extended by banks after April 8, 2015 upto Rs.5,000/- under Pradhan Mantri 
Jan Dhan Yojana (PMJDY) accounts provided the borrower’s household annual income does 
not exceed Rs. 100,000/- for rural areas and Rs. 1,60,000/- for non-rural areas. These 
overdrafts will qualify as achievement of the target for lending to Micro Enterprises 

(vi) Outstanding deposits with SIDBI on account of priority sector shortfall. 

2.6. Considering that the MSMED Act, 2006 does not provide for any sub-categorization 
within the definition of micro enterprises and that the sub-target for lending to micro 
enterprises has been fixed, the current sub-categorization within the definition of micro 
enterprises in the existing guidelines is dispensed with. 

2.7. To ensure that MSMEs do not remain small and medium units merely to remain eligible 
for priority sector status, the MSME units will continue to enjoy the priority sector lending 
status up to three years after they grow out of the MSME category concerned. 

3. Export Credit 

The Export Credit extended as per the details below would be classified as priority sector. 

Domestic Banks:  Incremental  export credit over corresponding date of the preceding year, 
upto 2% of ANBC or Credit Equivalent Amt. of Off- Balance Sheet Exposure, whichever is 
higher, effective from April 1, 2015 subject to a sanctioned limit of Rs.25 crore per borrower 
to units having turn over upto Rs.100 crore. 

4. Education 

Loans to individuals for educational purposes including vocational courses upto Rs 10 lakh 
irrespective of the sanctioned amount will be considered as eligible for priority sector. 
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5. Housing 

(i) Loans to individuals up to Rs 28 lakh in metropolitan centres (with population of ten 
lakh and above) and loans up to Rs 20 lakh in other centres for purchase/construction of a 
dwelling unit per family provided the overall cost of the dwelling unit in the metropolitan 
centre and at other centres should not exceed Rs 35 lakh and Rs 25 lakh respectively. The 
housing loans to banks’ own employees will be excluded. As housing loans which are 
backed by long term bonds are exempted from ANBC, banks should either include such 
housing loans to individuals up to Rs.28 lakh in metropolitan centres and Rs.20 lakh in other 
centres under priority sector or take benefit of exemption from ANBC, but not both. 

(ii) Loans for repairs to damaged dwelling units of families up to Rs 5 lakh in 
metropolitan centres and up to Rs 2 lakh in other centres. 

(iii) Bank loans to any governmental agency for construction of dwelling units or for slum 
clearance and rehabilitation of slum dwellers subject to a ceiling of Rs 10 lakh per dwelling 
unit. 

(iv) The loans sanctioned by banks for housing projects exclusively for the purpose of 
construction of houses for economically weaker sections and low income groups, the total 
cost of which does not exceed Rs 10 lakh per dwelling unit. For the purpose of 
identifying the economically weaker sections and low income groups, the family income 
limit of Rs 2 lakh per annum, irrespective of the location, is prescribed. 

(v) Bank loans to Housing Finance Companies (HFCs), approved by NHB for their 
refinance, for on-lending for the purpose of purchase/construction/reconstruction of 
individual dwelling units or for slum clearance and rehabilitation of slum dwellers, subject 
to an aggregate loan limit of Rs 10 lakh per borrower. 

The eligibility under priority sector loans to HFCs is restricted to five percent of the 
individual bank’s total priority sector lending, on an ongoing basis. The maturity of bank 
loans should be co-terminus with average maturity of loans extended by HFCs. Banks 
should maintain necessary borrower-wise details of the underlying portfolio. 

(vi) Outstanding deposits with NHB on account of priority sector shortfall. 

6. Social infrastructure 

Bank loans up to a limit of Rs 5 crore per borrower for building social infrastructure for 
activities namely schools, health care facilities, drinking water facilities and sanitation 
facilities in Tier II to Tier VI centres. 

7. Renewable Energy 

Bank loans up to a limit of Rs15 crore to borrowers for purposes like solar based power 
generators, biomass based power generators, wind mills, micro-hydel plants and for non-
conventional energy based public utilities viz. street lighting systems, and remote village 
electrification. For individual households, the loan limit will be Rs 10 lakh per borrower. 
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8. Others 

8.1. Loans not exceeding Rs 50,000/- per borrower provided directly by banks to 
individuals and their SHG/JLG, provided the individual borrower’s household annual 
income in rural areas does not exceed Rs 100,000/- and for non-rural areas it does not 
exceed Rs 1,60,000/-. 

8.2. Loans to distressed persons [other than farmers already included under III (1.1) A (v)] 
not exceeding Rs 100,000/- per borrower to prepay their debt to non-institutional lenders. 

8.3. Loans sanctioned to State Sponsored Organisations for Scheduled Castes/ Scheduled 
Tribes for the specific purpose of purchase and supply of inputs and/or the marketing of the 
outputs of the beneficiaries of these organisations. 

IV. Weaker Sections 

Priority sector loans to the following borrowers will be considered under Weaker Sections 
category:- 

No. Category 
1. Small and Marginal Farmers 

2. 
Artisans, village and cottage industries where individual credit limits do not exceed 
Rs 1 lakh 

3. Beneficiaries under Government Sponsored Schemes such as National Rural 
Livelihoods Mission (NRLM), National Urban Livelihood Mission (NULM) and Self 
Employment Scheme for Rehabilitation of Manual Scavengers (SRMS) 

4. Scheduled Castes and Scheduled Tribes 

5. Beneficiaries of Differential Rate of Interest (DRI) scheme 
6. Self Help Groups 
7. Distressed farmers indebted to non-institutional lenders 

8. 
Distressed persons other than farmers, with loan amount not exceeding � 1 lakh per 
borrower to prepay their debt to non-institutional lenders 

9. Individual women beneficiaries up to Rs 1 lakh per borrower 
10. Persons with disabilities 
11. Overdrafts upto Rs 5,000/- under Pradhan Mantri Jan-DhanYojana (PMJDY) 

accounts, provided the borrowers’ household annual income does not exceed 
Rs100,000/- for rural areas and Rs 1,60,000/- for non-rural areas 

12. Minority communities as may be notified by Government of India from time to time 

VII. Inter Bank Participation Certificates 

Inter Bank Participation Certificates (IBPCs) bought by banks, on a risk sharing basis, are 
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 fulfil the Reserve Bank of India guidelines on IBPCs. 
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VIII. Priority Sector Lending Certificates 

The outstanding priority sector lending certificates (after the guidelines are issued in this 
regard by the Reserve Bank of India) bought by the banks will be eligible for classification 
under respective categories of priority sector provided the assets are originated by banks, and 
are eligible to be classified as priority sector advances and fulfil the Reserve Bank of India 
guidelines on priority sector lending certificates. 

IX. Bank loans to MFIs for on-lending 

(a) Bank credit to MFIs extended 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, Small and Medium Enterprises, and 'Others', as indirect 
finance, provided not less than 85 percent 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, should be not less than 50 
percent of the total loans given by MFIs. 

(b) A “qualifying asset” shall mean a loan disbursed by MFI, which satisfies the following 
criteria: 

→ The loan is to be extended to a borrower whose household annual income in rural 
areas does not exceed Rs 1,00,000/- while for non-rural areas it should not exceed Rs 
1,60,000/-. 

→ Loan does not exceed Rs 60,000/- in the first cycle and Rs 100,000/- in the 
subsequent cycles. 

→ Total indebtedness of the borrower does not exceed Rs 1,00,000/-. 
→ Tenure of loan is not less than 24 months when loan amount exceeds Rs 15,000/- 

with right to borrower of prepayment without penalty. 
→ The loan is without collateral. 
→ Loan is repayable by weekly, fortnightly or monthly installments at the choice of the 

borrower. 

(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. 

→ Margin cap: The margin cap should not exceed 10 percent for MFIs having loan 
portfolio exceeding Rs 100 crore and 12 percent for others. 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. 

→ Interest cap on individual loans: With effect from April 1, 2014, interest rate on 
individual loans will be the average Base Rate of five largest commercial banks by 
assets multiplied by 2.75 per annum or cost of funds plus margin cap, whichever is 
less. The average of the Base Rate shall be advised by Reserve Bank of India. 

→ Only three components are to be included in pricing of loans viz., (a) a processing fee 
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not exceeding 1 percent of the gross loan amount, (b) the interest charge and (c) the 
insurance premium. 

→ The processing fee is not to be included in the margin cap or the interest cap. 
→ 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. 

→ There should not be any penalty for delayed payment. 
→ 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 the criteria on (i) qualifying assets, (ii) the aggregate 
amount of loan, extended for income generation activity, and (iii) pricing guidelines are 
followed. 

XI. Non-achievement of Priority Sector targets 

Scheduled Commercial Banks having any shortfall in lending to priority sector shall be 
allocated amounts for contribution to the Rural Infrastructure Development Fund (RIDF) 
established with NABARD and other Funds with NABARD/NHB/SIDBI/MUDRA Ltd., as 
decided by the Reserve Bank from time to time.   

 
Self-help Groups(SHGs): 
 

• SHGs are registered or unregistered small economically homogeneous and affinity 
groups of rural poor,voluntarily coming together for mutual benefits. 

• SHGs undergo the following stages; 
a) Group formation 
b) Group Stabilisation 
c) Micro Credit Stage 
d) Micro Enterprise development Stage 

• No.of members: 10-20.For irrigation projects:- no ceiling 
• For handicapped persons: 5-20 members 
• Members should be the persons below poverty line. 
• Persons marginally above poverty line normally upto 20% can also be included.But 

they will not be eligible for subsidy. 
• One person from from one family in one SHG 
• One person cannot be member of more than one SHG. 
• Regular weekly or fortnightly meetings are to be held. 
• Members have to save regularly out of their earnings. 
• Saved funds are meant for lending to members to be decided by all the members. 
• Proper record/book-keeping is essential. 
• Linkage to bank is established through Savings A/c. 
• Kalia Committee set up by RBI recommended financing of SHGs. 
• SHGs can be financed by way of Cash Credit or Overdraft. 
• Corpus to Loan Ratio may be 1:1 to 1:4 
• Min. subsidy Rs.5000 & Max. subsidy Rs.10000 being equal to the group corpus. 
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• Additional subsidy of Rs.10000 as 2nd dose may be available to SHG showing 
promise. 

• No interest on subsidy. 
• Subsidy can be adjusted when activity is discontinued or group dissolved or loan 

becoming bad for recovery. 
• Indirect finance to SHGs can be extended through  registered NGOs with  good track 

record  and  financial management . 
• NGOs should collect savings of SHGs regularly. 
• NGOs prepare projections for lending for 1-3 years and provide 25% margin. 
• Term Loan component is 75% with 100% refinance from NABARD. 

 
 

PMJDY 

Scheme Details 

Pradhan Mantri Jan-Dhan Yojana (PMJDY) is National Mission for Financial Inclusion to 
ensure access to financial services, namely, Banking/ Savings & Deposit Accounts, 
Remittance, Credit, Insurance, Pension in an affordable manner.  

Account can be opened in any bank branch or Business Correspondent (Bank Mitra) outlet. 
PMJDY accounts are being opened with Zero balance. However, if the account-holder wishes 
to get cheque book, he/she will have to fulfil minimum balance criteria. 

Documents required to open an account under Pradhan Mantri Jan-Dhan Yojana 

1. If Aadhaar Card/Aadhaar Number is available then no other documents is required. If 
address has changed, then a self certification of current address is sufficient. 

2. If Aadhaar Card is not available, then any one of the following Officially Valid 
Documents (OVD) is required: Voter ID Card, Driving License, PAN Card, Passport 
& NREGA Card. If these documents also contain your address, it can serve both as 
Proof of Identity and Address”.  

3. If a person does not have any of the “officially valid documents” mentioned above, 
but it is categorized as ‘low risk' by the banks, then he/she can open a bank account by 
submitting any one of the following documents:  

a. Identity Card with applicant's photograph issued by Central/State Government 
Departments, Statutory/Regulatory Authorities, Public Sector Undertakings, 
Scheduled Commercial Banks and Public Financial Institutions;  

b. Letter issued by a gazette officer, with a duly attested photograph of the 
person. 

Special Benefits under PMJDY Scheme 

a) Interest on deposit.  
b) Accidental insurance cover of Rs.1.00 lac  
c) No minimum balance required. 
d) Life insurance cover of Rs.30,000/-  
e) Easy Transfer of money across India  
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f) Beneficiaries of Government Schemes will get Direct Benefit Transfer in these 
accounts.  

g) After satisfactory operation of the account for 6 months, an overdraft facility will 
be permitted  

h) Access to Pension, insurance products.  
i) Accidental Insurance Cover, RuPay Debit Card must be used at least once in 45 

days.  
j) Overdraft facility upto Rs.5000/- is available in only one account per household, 

preferably lady of the household. 

 

New Kisan Credit Card 

Objective /Purpose To meet  
• Short term credit requirements for cultivation of 

crops 
• Post Harvest Expenses 
• Produce marketing loans 
• Consumption expenses of farmer household 
• Working capital for maintenance of farm assets and 

activities allied to agriculture like dairy animals, 
inland fishery etc. 

• Investment credit requirement for agriculture and 
allied activities like pump sets, sprayers, dairy 
animals etc. 

Eligibility   • All farmers- Individuals/Joint Borrowers who are 
owner cultivators 

• Tenant Farmers, Oral Lessees & Share croppers 
• SHGs or Joint Liability Groups of farmers including 

tenant farmers, share croppers etc. 

Amount  Assessment of crop loan component based on scale of 
finance plus insurance premium X Extent of area cultivated 
+ 10% of the limit towards post 
harvest/household/consumption requirements+ 20%of limit 
towards maintenance expenses of farm assets. 
For Second & subsequent years: Previous year limit+ 10% 
escalation cost for every successive year(2nd, 3rd,4th & 5th) 
 

Margin   
Upto Rs 100000 – Nil 
Above Rs 100000/-  15 % to 25 % 

Security  Upto Rs 100000 – Hypothecation of crops / assets created 
out of loan. 
With tie up for recovery loans may be sanctioned upto Rs.3 
lacs without any collateral security. 

Repayment  Term loan - Max. 5 years   

Remarks  • Card validity - 5 Years 
• The limit to be availed in full within one yr from the 

date of sanction.  
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Some important Govt. sponsored schemes: 
 
DEENDAYAL ANTYODAYA YOJANA 
(DAY) NATIONAL RURAL LIVELIHOOD 
MISSION DAY-NRLM 

DEENDAYAL ANTYODAYA YOJANA 
(DAY) NATIONAL URBAN LIVELIHOOD 
MISSION DAY-NULM 

• Name of NRLM changed to DAY-
NRLM. 

• Restructured SGSY is NRLM 
• To promote poverty reduction through 

building strong institutions of the poor, 
particularly women. 

• NRLM supports all-round capacity building 
of SHGs (especially WSHGs). 

• SHGs can avail either Term Loan or Cash 
Credit Limit or both based on need. 

• No Capital Subsidy will be sanctioned to 
any SHG from the date of implementation 
of NRLM. 

• NRLM has a provision for interest 
subvention, to cover the difference between 
the Lending Rate of the banks and 7%, on 
all credit from the banks / financial 
institutions availed by women SHGs, for a 
maximum of Rs. 3,00,000 per SHG. 

• SHGs additional interest subvention of 3% 
on prompt payment, reducing the effective 
rate of interest to 4%. 

• Scheme is funded by Centre : State Govt in 
the ratio of 75:25(90:10 NE,100%-UT) 

• No collateral & no margin upto Rs.10 lakh 
limit to the SHGs. 

• A sum of Rs.6000 shall become payable by 
LIC to the nominee of the deceased in case 
of natural death. In the event of death due 
to accident a sum of Rs.12,000 shall 
become payable by LIC. 

• Only women Self Help Group eligible 
under NRLM. Only for groups to be 
formed with Persons with disabilities, and 
other special categories like elders, 
transgenders, NRLM will have both men 
and women. Size of Group: under NRLM 
10-15 persons. Groups in the difficult areas, 
groups with disabled persons, and groups 
formed in remote tribal areas, 5 to 15 
persons. 

• Revolving Fund under NRLM – Min 
Rs.10,000; Max Rs.15000 

 

• Name of NULM changed to DAY-
NULM. 

• Restructured SJSRY is NULM. 
• Self Employment Programme – Individual 

Enterprises (SEP-I) & Self Employment 
Programme – Group Enterprises and SHGs 
(SEP-G) 

• Implemented in District Headquarters 
(Irrespective of Population) and all the 
cities with population of 1 lakh or more. 

•  Interest Subsidy, being interest charged 
over and above 7% rate of interest will be 
available for the term loans granted under 
SEP-I and SEP-G. 

• Applicable ROI is to be charged to the 
account. Difference over 7% to be claimed 
as interest subsidy with Urban Local Body 
(ULB). 

• An additional 3% interest subvention will 
be provided to all Women SHGs (WSHGs) 
who repay their loan in time. 

• Loans granted under SEP-I are mandatorily 
to be covered under CGMSE. 

• Loans granted under SEP-G are not eligible 
to be covered under CGMSE. 

• Retail Trade activity can be permitted 
under NULM, without insisting on 
collateral security, subject to fulfillment of 
the eligibility conditions. 

• Working Capital needs of enterprises under 
SEP-I shall be considered out of purview of 
the scheme guidelines and that is not 
eligible for interest subsidy. 

• Revolving Fund (RF) or working capital 
needs under SEP-G is also not eligible for 
interest subsidy. 

• Self-Employment Programme 
(SEP)Women beneficiaries-30 
%Differently-abled- 3 % Minority 
communities- 15%SCs & STs equal to 
strength in the city/town population of 
poor. 

• For both components No minimum 
educational qualification Maximum unit 
Project Cost -Individual micro-enterprises- 
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Rs.2,00,000Group enterprise - 
Rs.10,00,000 

•  More than one person from the same 
family should not be made a member of a 
group. 

•  Margin: For loan upto Rs.50000 →Nil 
loan above Rs.50000→ Minimum 5 % and 
maximum 10 % 

 
Swarnajayanti Gram Swarojgar Yojana (SGSY) Scheme(Please see DAY-NRLM 
above) 
 
Objective To bring individuals/groups of rural people above poverty line. 
Eligibility 1. Rural poor identified through BPL census approved by Gram 

Sabha. 
2. SHGs with 10-20 members. In difficult areas SHG with 5-20 

persons for minor irrigation & for disabled persons. 
3. 30% of the members of SHG may be above poverty line(APL) 

for whom no subsidy will be available. 
 

Funding • The scheme is funded by the Centre and States in the ratio of 
75:25 

Quantum • Project cost as finalized by concerned Dist.Authority & 
NABARD 

• Consumption Loan upto Rs.2000/-per swarojgari. 
• Max. 4 times of the group corpus by the bank as annual 

renewable Cash Credit. 
Subsidy • @ 30% of project cost, max.Rs.7500/-. 

• @ 50% of project cost, max.Rs 10000/- for SC/ST. 
• @ 50% of project cost,max.Rs 1.25 lac subject to maximum per 

capita being Rs.10000/- in case of SHGs 
• No ceiling for irrigation projects. 
• Pro-rata subsidy in case of prepayment of loans after lock-in-

period. 
Margin • Subsidy is to be treated as Margin and the same is to be kept in 

interest free subsidy reserve fund. Subsidy lock-in-period- min. 3 
years, max. 5 years. 

Interest • As advised by Head Office from time to time. 
Collateral • No collateral security/third party guarantee for individual loan 

upto Rs.1 lac and for group loans upto Rs.10 lacs. 
Repayment • 5 to 9 years. Repayment amount should not be more than 50% of 

the incremental income. 
Others • Group insurance coverage from LIC for members of 18-60 years. 

• In case of natural death of member-Rs.6000/- 
• In case of accidental death of member- Rs.12000/-. 
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Swarnajayanti Shahri Rojgar Yojana (SJSRY) Scheme(Please see DAY-NULM above) 
 
Objective To provide gainful employment to the urban poor below urban poverty 

line, unemployed or underemployed including women groups. 
Eligibility 1. Urban self-employment programme (USEP) and Urban Women 

Self-help Programme (UWSP) group of at least 5 women with no 
ceiling. 

2. Unemployed below urban poverty line persons residing for 3 
years in the town. 

3. No minimum or maximum educational qualification. 
4. Minimum age 18 years. No maximum age limit. 
5. Training is compulsory for availing loan. 
6. Defaulters of Banks/FIs not eligible. 
 

Funding • The scheme is funded by the Centre and States in the ratio of 
75:25 For some states the funding ratio is 90:10. 

Quantum • 95% of project cost including subsidy.Basic loan component is 
70% of the project cost. 

Subsidy • @ 25% of project cost, max.Rs.50000/-. 
• @ 35% of project cost, max.Rs 3lac or Rs.60000/- per individual 

in case of women group. 
Margin • 5% of the Project Cost. 
Interest • As advised by Head Office from time to time. 
Collateral • No collateral security. 
Repayment • 3 to 7years with moratorium of 6 to 18 months. 
Others • Under UWSP no ceiling on Project Cost. 

 

Stand-Up India Scheme for financing SC/ST and/or Women Entrepreneurs 

• The objective of the Stand-Up India scheme is to facilitate bank loans between Rs.10 

lakh and Rs.1crore to at least one Scheduled Caste (SC) or Scheduled Tribe (ST) 

borrower and at least one woman borrower per bank branch for setting up a 

greenfield enterprise. This enterprise may be in manufacturing, services or the 

trading sector. In case of non-individual enterprises at least 51% of the shareholding 

and controlling stake should be held by either an SC/ST or Woman entrepreneur. 

• SC/ST and/or woman entrepreneurs, above 18 years of age are eligible. 

• Loans under the scheme is available for only green field project. Green field signifies, 
in this context, the first time venture of the beneficiary in the manufacturing or 
services or trading sector. 
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• In case of non-individual enterprises, 51% of the shareholding and controlling stake 
should be held by either SC/ST and/or Women Entrepreneur. 

• Borrower should not be in default to any bank/financial institution. 

• Composite loan (inclusive of term loan and working capital) between Rs.10 lakh and 
upto Rs.100 lakh. 

• For setting up a new enterprise in manufacturing, trading or services sector by 
SC/ST/Women entrepreneur.  

• Composite loan of 75% of the project cost inclusive of term loan and working 

capital. The stipulation of the loan being expected to cover 75% of the project cost 

would not apply if the borrower’s contribution along with convergence support from 

any other schemes exceeds 25% of the project cost. 

• Besides primary security, the loan may be secured by collateral security or guarantee 

of Credit Guarantee Fund Scheme for Stand-Up India Loans (CGFSIL) as decided by 

the banks. 

• The loan is repayable in 7 years with a maximum moratorium period of 18 months. 

• For drawal of Working capital upto Rs.10 lakh, the same may be sanctioned by way 
of overdraft. Working capital limit above Rs.10 lakh to be sanctioned by way of Cash 

Credit limit. 

• The Scheme envisages 25% margin money which can be provided in convergence 

with eligible Central / State schemes. While such schemes can be drawn upon for 

availing admissible subsidies or for meeting margin money requirements, in all 

cases, the borrower shall be required to bring in minimum of 10% of the project 

cost as own contribution. 

 
Differential Rate of Interest(DRI) Scheme 
 
Objective To assist poorest of the poor and bring them above the poverty line. 
Eligibility 1. Individuals whose family income does not exceed Rs.18000/- p.a  

in rural areas and Rs.24000/- p.a in urban & semi-urban areas.  
2. Individuals whose land holding does not exceed 1 acre of 

irrigated & 2.5 acres of unirrigated land. 
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3. People engaged in cottage and rural industries. 
4. Physically handicapped persons pursuing gainful occupation. 
5. Orphanages and women’s home. 
6. State-owned corporations/co-operative societies including State 

Corporations  
7. Large sized Adivasi Multipurpose Co-operative Societies for 

Tribal Areas. 
Quantum • Maximum Rs.15000. For physically handicapped additional loan 

of Rs.5000 for artificial limbs/Braille type writers. 
Margin • Nil margin. 
Interest • 4% p.a simple interest 
Collateral • No collateral security. 
Repayment • Depending upon income generated max. 5 years including grace 

period upto 2 years depending upon the type of activity and 
income generation. 

Others • Loans upto Rs.20000 for housing to SC/ST. 
Prime Minister’s Employment Generation Programme (PMEGP) 
Scheme Code :  LA890/CC121 RBC Code : 13022 

Objective To generate employment opportunities by setting up only new micro 
enterprises,for sustainable employment to artisans and unemployed 
youth. 

Eligibility • Individuals,SHGs,Charitable Trust,Institutions under Society’s 
registration Act, Production Crop Societies. 

• Existing Unit and those who have borrowed under some subsidy 
scheme are not eligible. 

• Age- Individual above 18 years. 
• No income ceiling 
• Min. qualification- VIIIth Pass only for Manufacturing projects 

costing above Rs.10 lac and service/business projects above Rs 5 
lac. 

• Only one person from family eligible.Family means beneficiary 
and spouse. 

• EDP training for 2-3 weeks is essential. 
• Identification of beneficiary by Dist. Level task force headed by 

DC/DM and represented  by KVIC/DIC/Bank 
Project Cost • Max.Rs.25 lacs for Manufacturing Sector  

• Max.Rs.10 lacs for Business & Service Sector 
• Cost of land not part of project cost. 

Quantum • For composite loan max. 90% of project cost. 
• For special category like SC/ST,Women,Minority 

Communities,Physically handicapped, Ex-service men etc.- 95% 
of project cost. 

Subsidy • 15% in Urban & 25% in Rural Areas for General Borrowers 
• 25% in Urban & 35% in Rural Areas for Special Category 
• Subsidy to be kept in interest free subsidy reserve fund 

Margin • Subsidy to be treated as margin. 
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Interest • As advised by Head Office from time to time. 
Collateral • Collateral security/Third party guarantee exempted for individual 

loan upto Rs.1 lac and for group loans upto Rs.10 lacs. 
Repayment • 5 to 9years. 

• Repayment amount not to be more than 50% of incremental 
income. 

Others • Group insurance coverage from LIC for members of 18-60 years. 
• In case of natural death of member-Rs.6000/- 
• In case of accidental death of member- Rs.12000/-. 

Aadhar Card 

Number 

• Aadhaar Card Number  to be mentioned in the application with 
immediate effect with a view to ensure transparency as well as 
identifying the applicant’s status.  

 • Zonal Head  : Full Powers 
• Branch Head (Scale IV & above) : Rs.10 lacs 
• Branch Head (Scale-III) : Rs.5 lacs 
• Branch Head (Scale-II)  : Rs.3 lacs 
• Branch Head (Scale-I)   : Rs.2 lacs 

 
 
Weaver Credit Card 
 
Eligibility  • Individual Weavers/SHGs/JLGs/ Primary Co-operative 

Societies. 
However, preference will be given to weaver s identified by 
and Registered with DC(Handloom). 

Limit :  • Maximum of ` 2 lac per individual weaver. 

Type of Loan • Cash Credit 

Repayment  • On demand 

Margin • Up to  Rs.25000/- : NIL 
• Above Rs.25000/- up to Rs 2 lac : 25 % 

Validity  • 3 years subject to annual review 

Processing 
Charges 

• Up to Rs. 25000/- : NIL 
• Above Rs.25000/- : Rs.350 per lac ( Min  Rs.350) 
• No Processing Charges for review and renewal. 

Security • Primary – Hypothecation of Stock/ Equipments/ Plant & 
• Machinery etc. created out of Bank finance 
• Collateral – NIL 

CGTMSE • All accounts will be covered under CGTMSE 
Both Guarantee Fee and Annual Service Fee for 3 years will be 
borne by DC (Handloom), in case of Individual Weaver, who is 
registered with them. 
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CREDIT CARD  
 
 Laghu Udhyami 

Credit Card (LUCC) 
Artisans Credit Card 

(ACC) 

UCO General Credit 
Card 

(UGCC) 

Target 
Group & 
Purpose 

To meet the credit 
requirements of Small 
business units, retail 
trades, artisans, village 
industries, small scale 
industrial units and tiny 
units, professionals and 
self employed persons, 
etc., enjoying credit 
limits up to Rs.10.00 
lac and whose dealings 
with the bank have 
been satisfactory for 
the last 3 years.   

All artisans involved 
in production / 
manufacturing process 
( and otherwise 
eligible for credit 
facilities for carrying 
out the proposed 
activities under any of 
the existing bank 
schemes).   

Preference to be given 
to artisans registered 
with Development 
Commissioner 
Handicrafts. 
Beneficiaries of other 
government sponsored 
loan schemes will not 
be eligible.   

Thrust in financing 
would be in clusters of 
artisans and artisans 
who have joined to 
form SHGs. 

All existing artisans 
borrowers of the bank 
with limits up to 
Rs.2.00 lacs and 
having satisfactory 
dealings will be 
eligible. 

To cover general credit 
needs of bank’s 
customers in rural and 
semi-urban areas.  The 
objective of the scheme is 
to provide hassle-free 
credit to bank’s 
customers based on the 
assessment of cash flow 
of the entire house-hold 
without any insistence on 
security, purpose or end-
use of fund stipulations. 

The following are eligible 
under the scheme :  

1. Existing depositor 
having relationship with 
the bank-branch for at 
least one year. 

2. Existing borrower 
enjoying performing 
credit facilities for at 
least one year. 

3. Small businessmen/ 
retail traders/ self 
employed persons / 
pensioners / ex-
servicemen/ artisans/ 
salaried persons/ 
agricultural labourers and 
other daily wage earners 
etc. 

4. Should not be a 
defaulter loanee to any 
lending institution. 

5. The borrower must be 
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resident of rural / semi-
urban areas. 

6. The borrower should 
satisfy KYC norms. 

7. Preference should be 
given to women 
beneficiaries.   

Assessment 1. For small business, 
retail traders, etc., 20% 
of the annual turnover 
declared for tax 
purpose or last 12 
months turnover in the 
operateive account, 
whichever is higher.  

In respect of parties 
with good track record, 
where sales tax returns 
are not available, the 
credit limits maybe 
decided taking into 
consideration the actual 
turnover in the account 
during the last two 
years. 

 2. For professionals 
and self employed 
persons, 50% of their 
gross annual income as 
per IT returns.  

3.SSI units including 
tiny sector units, the 
assessment norms as 
per Nayak committee 
recommendation. 

Working capital will 
be fixed at 20% of 
projected turnover.  
The nature of limit 
will be cash credit.  
The portion of loan 
sanctioned for 
purchase of tools and 
equipments will be in 
the nature of term loan 
and is to be repaid 
equally in installments 
within a period of 
three years.   

 

Limit Rs.10.00 lacs.  Request 
for enhancement in 
limit could be 
considered at the time 
of review within the 
ceiling of Rs.10.00 
lacs. 

Rs.2 lacs Cash-Credit facility / 
Overdrafts equivalent to 
four times of net surplus 
available per year arrived 
at with a maximum of 
Rs.25,000- per borrower 
per family.  UGCC-
holder is also eligible for 
loan for his/her viable / 
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bankable vocational / 
economic activity on 
merit basis.  KCC holder 
are not eligible for loans 
under UGCC scheme.   

Security    

Primary 
security 

Hypothecation of stock 
in trade, receivables, 
machinery, office 
equipment, etc. 

Pledge/hypothecation 
of assets. 

 

 

Collateral 
security 

The existing securities 
may be retained while 
converting the account 
to LUCC account.   In 
case of excellent track 
record of borrowers, 
banks may consider in 
its discretion, to waive 
collateral security taken 
for the advance while 
converting the account 
under LUCC scheme. 

Guarantee from 
CGTMSE 

 

Margin 10% Up to Rs.50,000/- - 
Nil 

Above Rs.50,000/- 
15% 

Nil 

Stock 
Statement 

Need not be submitted.  
Monitoring through 
quarterly / half-yearly 
inspection. 

--- ---- 

Validity The limit will be valid 
for 3 years.  Yearly 
review to be done on 
the basis of the last 12 
months turnover in the 
account and further 
operations to be 
allowed only if the 
account is operated 
satisfactorily.   

The credit card will be 
valid for 3 years 
subject to annual 
review. 

The limit is to be 
reviewed / renewed 
annually.  Limit may be  

Others Cheque book be issued 
and marked as “LUCC 

 The scheme is 
operational in all 
RURAL & SEMI 
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Account”. 

Statement of account 
/pass book be issued as 
applicable to normal 
accounts. 

Cost of photo for issue 
of card to be borne by 
the bank. 

NPA norms as 
applicable to normal 
overdraft accounts.   

URBAN branches for 
financing eligible 
borrowers residing in 
these areas. 

UGCC should not be 
linked to purchase and 
may not necessarily be in 
the form of a card.  
UGCC can be in the form 
of a pass book. 

The limit is eligible to be 
classified Under Priority 
Sector – Indirect 
agriculture. 

 

UCO MAHILA PRAGATI DHARA (UMPD) 

Scheme :           A scheme to encourage and empower women entrepreneurs by offering 
hassle free financial assistance at liberal and concessional terms for undertaking production 
manufacturing or service related economic activities under Micro & Small Enterprise 
Sector.   

Type of facilities :Term Loan / Cash credit / Composite Loan   

Eligibility Criteria 

• Any woman individually or any unit set up by a woman / group of women as a sole 

proprietary firm.   

• Partnership firm in partnership with other women / men where the major share in 
the partnership is of women partner(s). 

• Private Limited Company with major share of capital being held by women. 

• Closely held Public Limited companies with major share of Capital being held by 
Women. 

• Women entrepreneur (s) / enterprise (where women entrepreneurs hold not less than 
50% of financial holding) involved in production and manufacturing process and 
service enterprise.  

• Entrepreneurs trained in R-SETIs or any other approved training institute. 

• SHGs JLGs are not covered under the scheme.  
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Particulars Investment in Plant & 
Machinery of 

Manufacturing Enterprises 

Investment in equipment of 
Service Sector Enterprises 

Micro enterprises Upto Rs.25.00 lacs Upto Rs.10 lacs 

Small Enterprises Above Rs.25 lacs and upto 

Rs.500 lacs 

Above Rs.10 lacs and upto 

Rs.200 lacs 

 
Purpose 
For setting up new unit / enterprise or for expansion / modernization of existing unit. 
All professional women are to be covered under this scheme 
Manufacturing : For acquisition of fixed asset (Plant, Machinery, equipment, vehicle 
furniture and fixtures, tools etc.) 
To meet working capital needs. 
Service : Women entrepreneur(s) / enterprise (where women entrepreneurs hold not less 
than 50% of financial holding) to set up a new unit or for modernization / expansion / 
renovation of existing for providing various services.   
Experience 
The prospective borrower should preferably have working experience in the intended line 
of business.  

Quantum of Loan : 
Minimum Rs. 2 lacs and Maximum Rs.25 lacs 
Assessment of loan : 
Term loan / composite Loan : Need based 
Working capital  20% of projected realistic annual turnover  . 
Margin : 
Rs.2  lacs : Nil 
Limit above Rs.2 lacs and upto Rs.25 lacs : 15% 
(If the application is sponsored from any Govt.  agency, subsidy if available will be treated 
as margin.)   

Period of loan and terms of repayment :  
Term Loan : 3-7 years in equated monthly installments (EMI) including moratorium 
(maximum six months) 
Cash Credit: 12 months. To be reviewed and renewed every year. 
Bank Guarantee: Period not exceeding 1 year. 
Insurance : 
Asset on which Bank’s charge is created should be insured against fire and other perils like 
burglary, riot earthquake etc., as per bank’s norms. 
Time frame for disposal of loan proposals :  
Credit limit up  to Rs.10 lacs : Seven days 
Credit limit exceeding Rs.10 lacs : Within 15 days..  

With the introduction of UCO MAHILA PRAGATHI DHARA the earlier scheme 
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UCO MAHILA SHILPA UDYOG SCHEME is withdrawn. 

 

UCO MAHILA UTTHAN (UMU) 

Scheme              

A scheme to encourage and empower women beneficiary by offering hassle free financial 
assistance at liberal and concessional terms 

Type of facility  : Cash Credit– Limit to be reviewed every 12 months. 

Eligible Group                                                                                                                                          
Self help group which have been in existence at least for six months.    

Purpose 

Either farm or nonfarm activities 

Assessment of Loan : 

After completion of six months the SHG will be graded by the bank . 

Quantum of Loan: 

Minimum : Rs.1.00 lac  Maximum : Rs.5.00 lacs 

1st Linkage : 10 times of the Groups savings anmd internal lending 

2nd Linkage : 15 tmes  of the savings and internal lending after repayment of 1st linkage. 

3rd Linkage : 20 times of the savings and internal lending. 

Margin:  Nil  

Security:   Only primary security.  No collateral security 

Service Charges : Upto Rs.3 lacs – No sercice charges 

Insurance 

Members of credit linked women SHG to be covered under Janashree Bima Yojana with a 
premium of Rs.100 as per member. 

Benefit  Natural death overage : Rs.30,000/-  Death due to accident : Rs.75,000/- 

Apart from life risk, two children of beneficiary, studying in Class IX  to Class XII would be 
eligible for scholarship as an add- on benefit of the Shiksha Sahajog Yojana under Janashree 
Bima Yojana. 
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UCO UDYOG MITRA (UUM)  

Scheme         

A scheme to tap the untapped potential under Micro and Small segment and to transform it 
into a commercial viable business opportunity.   

Type of facilities 

Term Loan / Cash credit / Composite Loan / Bank guarantee Limit  

Eligibility Criteria 

Technically qualified, promising and well trained / experienced person / persons having 
acquired entrepreneurial ability including green horn entrepreneurs, running manufacturing 
and service enterprise under Micro & small Enterprise as per the definition of MSMED Act 
2006. 

Particulars Investment in Plant & 
Machinery of 

Manufacturing Enterprises 

Investment in equipment of 
Service Sector Enterprises 

Micro enterprises Upto Rs.25.00 lacs Upto Rs.10 lacs 

Small Enterprises Above Rs.25 lacs and upto 
Rs.500 lacs 

Above Rs.10 lacs and upto 
Rs.200 lacs 

 
Purpose 

For setting up new unit / enterprise or for expansion / modernization of existing unit. 

Manufacturing : for acquisition of factory building, plant and machinery, equipment, 
vehicle, furniture and fixtures, tools etc. 

Service : Both term loan (for purchase of shop / shop floor and other fixed assets) and 
working capital to entrepreneur(s) / enterprise (to set up new unit or for modernization / 
expansion / renovation of existing for providing various services 

Quantum of Loan : 

Minimum Rs. 5 lacs and Maximum Rs.100 lacs (including BG limit, if any) 

Computation of loan amount  :  
Turnover method : 
Limit up to Rs.10 lac : Gross annual sales as assessed from sales tax return / service tax 
return / sales tax assessment order / service tax assessment order / declaration given by the 
borrower.  Where limits are assessed on the basis of self declaration, branch officials should 
satisfy themselves that the borrower deals in goods which do not attract sales tax / service 
tax. 
Limit above Rs.10 lac but below Rs.50 lac : Gross annual sales to be verified from previous 
years sales tax assessment order / service tax assessment order / audited financial statement. 
Limit of Rs.50 lac and above : Gross sales to be ascertained from audited financial 
statement. 
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Stipulation: 
Projectesd sales / Turnover on which limit is to be fixed should be realistic. 
TOL / TNW : Not to exceed 3:1.  In exceptional cases should not exceed 3.5 :1 
Minimum promoter’s contribution : 25% 
Term : Debt equity should not exceed 2:1 
DSCR : Minimum 1.5:1 with benchmark of 2:1 
In case of limits above Rs.50 lacs, the current ratio should be 1.33:1 (bench mark) but 
should not be less than 1.17:1. 
Margin : 
Upto Rs.25 lacs : 15% 
Limit above Rs.25 lacs and upto Rs.100lacs : 20% 
(If the application is sponsored from any Govt.  agency, subsidy if available will be treated 
as margin.) 
BG : 25% by was of cash / fixed deposit. 
Security : 
Primary Security : Hypothecation of assets created out of Bank’s loan 
No collateral or  third party guarantee is to be obtained.   
The loan should be covered under CGTMSE scheme 
(For the purpose of CGTMSE cover  primary security is the asset created out of the credit 
facility extended to the borrower and / or which are directly associated with the business / 
project of the borrower for which the credit facility has been extended.  
In case the constitution of the borrower is proprietary or partnership, the personal guarantee 
of proprietor / partner is not treated as third party guarantee.  Personal guarantee of 
directors, were borrower  constitution is a company would be treated as third party 
guarantee.) 
Credit Rating : 
Internal rating not required. 
Period of loan and terms of repayment :  
Term Loan : 3-7 years in equated monthly installments (EMI) including moratorium 
(maximum six months) 
Cash Credit: 12 months. To be reviewed and renewed every year. 
Bank Guarantee: Period not exceeding 1 year. 
Insurance : 
Asset on which Bank’s charge is created should be insured against fire and other perils like 
burglary, riot earthquake etc., as per bank’s norms. 
Time frame for disposal of loan proposals :  
For fresh / enhancement of credit limits up to 2 lacs : Two weeks 
Credit limit up  to Rs.5 lacs : Four weeks 
Credit limit exceeding Rs.5 lacs : Within reasonable time frame.  
With the introduction of UCO UDYOG MITRA the earlie r scheme UCO SHILPA 
UDYOG SCHEME is withdrawn. 
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Credit Guarantee Scheme for Micro and Small Enterprises: 
 

• The Scheme framed by the Board of Trustees of Credit Guarantee Fund Trust  shall is 

known as Credit Guarantee Fund Scheme for Small Industries (CGFSI) which came 

into force from August 1,2000. 

 

• On enactment of MSMED Act-2006 the Trust was renamed as Credit Guarantee Fund 

Trust for Micro and Small Enterprises and scheme as Credit Guarantee Scheme for 

Micro and Small Enterprises. 

 

• Eligible Credit facilities: Fund based and/or Non fund based) extended by Member 

Lending Institution(s) to a single eligible borrower in the Micro and Small Enterprises 

sector for credit facility 

(i) not exceeding Rs. 50 lakh (Regional Rural Banks/Financial Institutions) and  

(ii) not exceeding Rs.100 lakh (Scheduled Commercial Banks and select Financial 

Institutions) by way of term loan and/or working capital facilities on or after 

entering into an agreement with the Trust, without any collateral security 

and\or third party guarantees  

 

• The lending institution has to apply for guarantee cover in respect of credit 
proposals sanctioned in a quarter prior to expiry of the following quarter  

• Provided further that, as on the material date 
(i) The dues to the lending institution have not become bad or doubtful of 

recovery; and / or 
(ii)  The business or activity of the borrower for which the credit facility was 

granted has not ceased; and / or 
(iii)The credit facility has not wholly or partly been utilised for adjustment of 

any debts deemed bad or doubtful of recovery, without obtaining a prior 
consent in this regard from the Trust. 
 

• Any credit facility which has been sanctioned by the lending institution with 

interest rate more than 4% over the Base rate of the lending institution will not be 

eligible for the guarantee cover.      

 
Guarantee Fee and Annual Service fee 

 

• One-time guarantee fee at specified rate ((a)currently 1.00% in the case of credit 

facility upto Rs. 5 Lakh and 1.5% in the case of credit facility above Rs. 5 Lakh (b) 

0.75%, in case of credit facilities upto Rs.50 lakh sanctioned to units in North Eastern 

Region including State of Sikkim) of the credit facility sanctioned (comprising term 

loan and / or working capital facility) shall be paid upfront to the Trust by the 

institution availing of the guarantee within 30 days from the date of first 

disbursement of credit facility (not applicable for Working capital) or 30 days from 

the date of Demand Advice (CGDAN) of guarantee fee whichever is later or such date 

as specified by the  
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• The annual service fee at specified rate (currently 0.50% in the case of credit facility 

upto Rs. 5 Lakh and 0.75% in the case of credit facility above Rs. 5 Lakh) on pro-rata 

basis for the first and last year and in full for the intervening years on the credit 

facility sanctioned (comprising term loan and / or working capital facility) shall be 

paid by the lending institution within 60 days ie. on or before May 31, of every year 

 
Guarntee Cover: 
 
 Category Maximum extent of Guarantee where credit facility is 

  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% 
max.Rs.37.50 
lakh 

Rs.37.50 lakh plus 50% 
of amount in default 
above Rs.50 lakh 
subject to overall 
ceiling of Rs.50.00 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.50 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.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.  

 
• Guarantee cover for Low Income Housing upto Rs. 5.00 lac in urban areas.  
• Size of Housing Unit 430 sq. ft. (40 sq.m.)  
• One-time guarantee fee, 1% of total loan amount sanctioned to be paid by the 

Bank.  
• Economically weaker sections (EWS=Income Rs. 1 lac per year) Low Income 

Group (LIG= Income above Rs. 1 lac to Rs. 2 lac.)  
• Rate of interest = Base Rate + 0.10 (i.e. 10.20% + 0.10 % = 10.30% at present).  
• Zero Risk Weight for the guaranteed portion.  
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Some important Yojanas 

 

Salient Features of Atal Pension Yojana (APY) 

• It is a Government of India Scheme introduced from 1.6.2015 and administered by 
PFRDA 

• Eligibility Age - From 18 years to 40 years. 
• They should not be Income tax payers and are not members of any statutory social 

security scheme. 
• SB A/c must enable for auto debit for monthly subscription. 
• Target Group- All existing and new SB accounts between 18 to 40 years of age. 
• Mainly targeted at unorganized sector workers, traders, self-employed and 

agriculturalists. 
• Benefit -Fixed Pension ranging from Rs. 1,000/- to Rs. 5,000/- 
• Those who join at age of 18 need to pay contribution for 42 years. 
• 40 year old need to pay contribution for 20 years. 
• Contribution level would vary based on age. Younger aged need to pay 

low subscription and those who join late have to pay higher. 
• All Point of presence-POPs/Aggregators under Swavalamban scheme 

can enroll subscribers through the architecture of National Pension 
System. 

• Subscription payment by Auto debit facility to SB accounts 
• Fixed pension ranges between Rs. 1000-Rs. 5000 ( depend upon age and contribution) 
• Central Government co-contributes 50% of subscriber‘s contribution (Maximum Rs. 

1000 for 5 years till 2019-20). For co-contribution subscriber should join NPS before 
31st March 2016 

• If the APY account is closed due to terminal illness or death of the subscriber, the 
accumulated  corpus (subscriber contribution, Government co-contribution and the 
returns thereon) in the subscriber account will be returned to the subscriber or the 
nominee as the case may be. In case a subscriber, who has availed of Government co-
contribution under APY, chooses to voluntarily exit APY before attaining the age of 
60 years, he/she shall be refunded the contributions made by him/her to APY along 
with the net accrued income earned on his/ her contributions after deducting the 
account maintenance, investment management, etc. charges. 

• For any default in contribution for any year, subscribers could rejoin 
once they pay the principal amount in default and a suitable penal rate 
of interest. 

• Penal Interest will be Rs. 1/- per month for contribution up to Rs. 100/- 
per month. Rs. 2/- per month for contribution up to Rs. 101/- to Rs. 500/- per 
month. Rs. 5/- per month for contribution between Rs. 501/- to Rs. 1,000/- per 
month. Rs. 10/- per month for contribution beyond Rs. 1,001/- per month. 

• Non-payment of contribution, the account shall lead to the following: 
- After 6 months account will be Frozen 
- After 12 months account will be de activated 
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 Salient features of Pradhan Mantri Suraksha BimaYojana (PMSBY) 

 
• All SB customer aged between 18-70 years are eligible.  
• Accidential death and disability cover of Rs. 2 Lacs at annual premium of Rs. 12  
• is available 
• The policy under PMSBY has to be renewed every year for continuation of protection 

cover. Cover shall be from 1st June to 31st May every year. 
• In case of multiple SB accounts held by an individual in one or different Banks, the 

person would be eligible to join the scheme through one SB account only. 
• All enrolments done on or after 01/06/2016 would get coverage from the date of debit 

of premium. 
• Coverage of Rs. 2 Lacs is available for total and irrecoverable loss of both eyes or 

loss of use of both hands or feet or loss of sight of one eye and loss of use of hand or 
foot 

• Coverage of Rs. 1 lac for total and irrecoverable loss of sight of one eye or loss of use 
of one hand or foot. 

• The premium will be deducted from SB account through auto debit facility in one 
installment on or before 1st June of each annual coverage period under the scheme. In 
case where auto debit takes place after 1st June, the cover shall commence from the 
first day of the month following the auto debit. 

• For claim, notice within 30 days from the date of accident/loss to be given to 
Bank Branch. All papers should be submitted to insurer within 60 days from date of 
accident/loss.  

 
Pradhan Mantri Jeevan Jyoti Bima Yojana( PMJJBY) 
 

• Any Indian citizen between age 18 and 50 can join the scheme. 
• The Govt of India, as a part of its Social Security Measures, has announced PMJJBY 

offering Life Insurance Cover of Rs. 2 lacs( payable on death ) at annual premium of 
Rs. 330/- to all SB account holders aged between 18 and 50 years. 

• The scheme will be a one year cover ,renewable from year to year. Cover will start 
from 1st June every year. Customer has to opt to join/pay by auto debit from SB 
account , by 31st May every year . 

• Individuals who exit the scheme at any point may re-join the scheme in future years 
by submitting a declaration of good health.New entrants may also join ,subject to 
submission of self certificate of good health. 

• Aadhar would be the primary KYC for the Bank account 
• On attaining age 55 Years ( age neared birth day) subject to annual renewal up to that 

date ( No entry beyond the age of 50 years) 
• In case a member is covered under PMJJBY with LIC/other company through more 

than one account and premium is received by LIC/other company, insurance cover 
will be restricted to Rs. 2 lacs and the premium shall be liable to be forfeited. 

• If the insurance cover is ceased due to any technical reasons such as insufficient 
balance , the same may be reinstated on receipt of full annual premium and a 
satisfactory statement of good health. 

• Bank remit the premium to insurance companies in case of regular enrolment on or 
before 30th of June every year and in other cases in the same month when received. 
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•  Insurance premium to LIC ; Rs. 289/- per annum per member 
• BC/Bank : Rs. 30/- per annum per member 
• Bank: Rs. 11/- per annum per member 
• Coverage under Scheme is in addition to cover under any other insurance scheme . 
• All enrolments done on or after 01.06.2016 will have a 45 days lien clause whereby 

claims for death which occur during the first 45 days from the date of enrolment will 
not be paid. The 45 days lien clause will be applicable only to PMJJBY enrolment not 
renewed on or before 30.06.2016 and PMJJBY fresh enrolments done on or after 
01.06.2016 

• All PMJJBY enrolments done on or before 31.05.2016 can be renewed upto 
30.06.2016 without any break in Insurance Cover. 

• Death due to accident is exempted from lien clause. 
 

*********  
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Some Deposit Products 

UCO Basic Current Account 

SN Salient Features UCO BASIC CURRENT DEPOSIT SCHEME 

1. Minimum Balances 
to open Account. 

And 

Minimum Average 
Quarterly Balances to 
be maintained in the 
account. 

 UCO CURRENT BASIC MINIMUM BALANCES 

CATEGORY METRO URBAN 
SEMI-
URBAN 

RURAL 

Individual Rs.3000/- Rs.3000/- Rs.2000/- Rs.1000/- 

Others Rs.5000/- Rs.5000/- Rs.2500/- Rs.2000/- 

 

2. Cheque Book Rs. 3/- per cheque leaf (No Free Cheque leaves) 

3. Immediate credit of 
outstation cheques 

Upto Rs. 15000/- per occasion. 

4. PO/DD/TT/MT Facilities available with applicable charges. 

5. NEFT Waiver of charges on NEFT transactions upto Rs.1 lac only. 
Thereafter, charges as applicable. 

6. RTGS Charges as applicable. 

7. Ledger Folio Charges Charges as applicable 

8. Standing Instructions Details Service Charges 

Same Branch and in 
same name 

Nil per transaction 

Same Branch and in 
different name 

Rs. 25/- for individuals 

Rs. 50/- others per transaction 

Involving another Rs. 25/- for individuals 
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branch Rs. 50/- others per transaction 

Plus actual remittance charges 

Insufficiency of funds  
to carry out Standing 
Instructions 

Rs. 50/- per occasion. 

 

9. Balance Certificate Rs. 75/- per occasion 

10. Auto-Sweep Facility Not Available under this deposit scheme 

11. Statement of Account Monthly one free, thereafter, Rs. 100/- per request 

12. Cheque Collection 

Inter Sol Charges 

Outstation Cheque 
Collection charges 

 Base branch at same centre- Collection of local cheque by any 
CBS branch at the same centre where base branch is located - 
FREE 

Non-base Branch of Other Centre - Outstation cheque 
collection charges plus fund transfer (Inter Sol) charges will be 
levied. 

13. Cash Deposit For the Customers of our own Bank Inter Sol charges for 
Deposit of Cash at a Non-base branch at other SOL - FREE of 
charge 

Deposit of Cash at any branch of other Bank for credit to 
account with our Bank Branch & vice-versa - will attract 
charges. 

However, cash handling charges will be levied extra. 

14. Cash Withdrawal 

At Local non base 
branch and 
At Outstation Non- 
base branch 

 Upto Rs..25000/- per day - Rs. 10/- per Inter Sol 

Charges per transaction 

a) above Rs. 25000/-@ Rs. 1.75 per thousand  
b) above Rs. 25000/-@ Rs. 3/- per thousand  
(No Third party cash withdrawal allowed and  
Self withdrawal restricted to Rs. 50000/- per day at  
non base branch) 

15. Charges for non-
maintenance of 
minimum quarterly 
average balance 

Rs. 500 per Quarter 
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16. Charge for closure of 
Account. within 12 
months 

For Firms and Companies Rs. 500/- 

For Others Rs. 250/- 

(Note - No Charges shall be levied in case of death of depositor 
and transfer of deceased Depositors Account to our other 
branch) 

17. VISA Debit Card 
FREE (Facility available for Individual Current Account-
holders only) 

18. e-banking facility  
Mobile Banking 
facility 

AVAILABLE 

UCO CARE CURRENT ACCOUNT  

SN Salient Features UCO CARE CURRENT DEPOSIT SCHEME 

1. Minimum Balances to open Account 
AND Minimum Average Monthly 
Balances to be maintained in the 
account. 

• Rs. 10000/- at Metro / Urban Centre.  
• Rs. 5000/- at Semi-Urban Centre.  
• Rs. 2500/- at Rural Centre. 

2. Cheque Book • 50 cheque leaves free per Half-Year.  
• Thereafter, Rs. 3/- per cheque leaf. 

3. Immediate credit of outstation cheques • Limit Upto Rs. 25000/- per occasion. 

4. PO/DD/TT/MT • FREE :  Upto Rs. 10000/- per day.  
• Above Rs. 10000/-: 25% discount on 

applicable Charges. 

5. NEFT 
• FREE 

6. RTGS 
• 50% of applicable charges 

7. Ledger Folio Charges 
• FREE 

8. Standing Instructions 
• FREE within same branch only.  
• Rs. 50/- for other branches per occasion. 

9. Balance Certificate 
• FREE 

10. Statement of Account • Monthly once Free.   
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• Thereafter, Rs. 100/- per request. 

11. Cheque Collection  
?  At Same Centre  
 

?  Inter Sol Charges  

• At same centre- Collection of local cheque 
by any CBS branch at the same centre where 
base branch is located - FREE  

• FREE - Inter Sol charges on such 
transactions. 

12. Cheque Collection  
?  Outstation Cheque Collection 
charges  

• At Other Centre - 50% Outstation cheque 
collection charges will be levied. 

13. Cash Deposit :- (By the customer/ his representative) 

13a. Inter Sol charges for Deposit of Cash 
at a Non-base branch at other SOL 

• Fully Waived  
• No cash handling charges upto Rs. 50000/- 

per day. 

13b. Deposit of Cash at any branch of other 
Bank for credit to account with our 
Bank Branch & vice-versa 

• Will attract Banks applicable charges. 

14. Cash Withdrawal :- 

14a. ?  At Local Non-base branch  • Self-withdrawal upto Rs. 50000/- per day -
No Inter Sol Charges 

14b. ?  At Outstation Non-base branch  

  

• Self-withdrawal limit of Rs. 50000/- to 
customers throughself cheques at non base 
branch.  

• No cash payment / withdrawal allowed to 
third party at Non-base branch. 

15. Payment against Un-cleared Effects • As per delegated power of the Branch Head. 

16. Stop Payment Charges • Rs. 50/- per instrument  
• Maximum Rs. 500/- per lot. 

17. Charges for non-maintenance of 
minimum monthly average balance 

• Rs. 500/- per quarter.  
• Wherever, Overdraft facility against liquid 

collateral/s is sanctioned and availed, in such 
cases charges for non-maintenance of 
monthly balance charges shall be completely 
waived off. 

18.  If the above default occurs for any 2 
months in a half year 

• Account will be downgraded to ‘UCO Basic 
Current Account Scheme’ (i.e. no 
concessional charges) for a period of 6 
months and will be upgraded thereafter on 
request with maintenance of minimum 
average balance. 
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19. Charge for closure of Account. within 
12 months 

• For Firms and Companies Rs. 500/-  
• For Others Rs. 250/ 
• (Note - No Charges shall be levied in case of 

death of depositor and transfer of deceased 
Depositors Account to our other branch) 

20. VISA Debit Card • FREE (Facility available for INDIVIDUAL 
Current Account-holders only) 

21.  e-banking facility / Mobile Banking 
facility 

• AVAILABLE 

22. Switching over of 'UCO Basic Current 
Account holders to ‘UCO Care Current 
Account Scheme’  

• Existing Basic Current Account holders who 
wish to avail facilities under ‘UCO Care 
Scheme’ shall have to switch over to this 
scheme with written request and an 
undertaking to satisfy the minimum balance 
criteria under the scheme. 

 

"UCO No-frills Savings Bank Account"  

• The account can be opened with a minimum initial deposit of Rs.5/-. In case of 
cheque facility being availed by the account holder, the minimum initial balance 
should be Rs.250/-. In case of need, the balance in the account may be allowed to go 
even below the minimum initial deposit and the account may continue even with 
"Zero" balance. 

• Eligibility: The eligibility for opening "No-frills" Account will be the same as that for 
opening an ordinary Savings Bank Account. Persons above the age 10 and below 18 
years and are able to read and write may also open a minor no-frills savings account 
in his own name or jointly with any other person. 

• Restriction of number of withdrawals/debit entries –  

upto 25 debit entries in a half-year are allowed free in those accounts. In case the 
debit entries exceed 25 during a half-year, charges will be levied @ Rs.3/- per 
additional entry during a half-year. 

• Charges to be levied  

• For accounts opened with initial deposits of Rs.250/- for having Cheque Book 
facility, in case the balance comes down below the initial deposit even upto 
zero balance, usual charge for non-maintenance of initial deposit shall be 
levied. 

• For standing instructions - no charge will be levied. 

• Collection of cheques and issuance of Demand Drafts/MTs are permitted in 
those accounts and normal charges are to be levied for those services. 
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• For accounts with cheque book facility, one cheque book of 20 leaves to be 
provided free of charge in each year. Any additional requirement of cheque 
leaves during a year will attract a charge of Rs.2/- per cheque leaf. 

• No incidental and folio charges will be levied in these accounts. 

• All other charges for services as presently applicable for normal Savings Bank 
Account are to be levied and recovered. 

• Compliance of KYC Guidelines –  

Simplified KYC procedures for opening of Accounts may be adhered to. The salient 
features of Simplified KYC procedures are mentioned hereunder for ready reference : 

• In case, the person concerned who wants to open the account is not able to 
produce any of the specified documents, required to be verified at the time of 
opening of account to establish the identity and address of the customer, the 
account may be opened for those persons subject to compliance of the 
following : 

• Introduction from another account holder who has been subjected to full KYC 
procedure. The introducer's account with the bank should be at least six month 
old and should show satisfactory transactions. Photographs of the customer 
who proposes to open the account and also his address need to be certified by 
the introducer. 

Or  

• Furnishing any other evidence as to the identity and address of the customer to 
the satisfaction of the bank. 

• However, while opening such accounts the customer should be made aware 
that if at any point of time, the balance in all his/her accounts with the bank 
(taken together) exceeds Rs.50,000/- or total credits in the accounts exceed 
Rs.1.00 lakh in a year, no further transaction will be permitted in the account 
until full KYC procedure in regard to verification of identity and address of 
the customer through the documents as specified are complied with. 

UCO Smart Kids Savings Bank scheme 

Eligibility : 

• Minors above the age of 10 years who can read and write will be allowed to open 

and operate savings bank accounts independently. 

Minimum balance 
• Nil 
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Cheque Book 
• 2 chq. Books free per year. Minor accounts are not allowed to be overdrawn and 

these always remain in credit. 

ATM Card 
• Personalised ATM cards with photograph with per day withdrawal and shopping 

limit of Rs.3000.00 and overall limit of Rs.15000/- in a month. 

Net Banking 
• Per day transaction limit Rs.3000.00 and overall limit of Rs.15000/- in a month. 

Rate of interest 
• 4.00% per annum at par with normal SB account. 

Charge for closure of account within 12 months 
• NIL 

Stop payment charges 
• Free 

Standing instruction 
• Free from Savings Bank account to RD/FD account in his/her name. 

Immediate credit of outstation cheque 
• Upto Rs.25000/- per occasion 

Transfer of fund 
• Free from natural guardian / grandparents accounts. 

Nomination 
• The facility of nomination would be available as per applicable guidelines in case of 

minor account. 

Nomination shall be made by a person lawfully entitled to act on behalf of the 

minor. 

Payment to nominee and legal heirs 
• In the event of the death of the depositor, the deposit would be paid to the 

nominee/ legal heirs as per the existing rules. 

Proof of age 
• Birth certificate issued by Panchayat / municipality/ corporations/declaration by 

natural guardian. 

Attaining majority 
• On attaining majority, the erstwhile minor should confirm the balance in his /her 

account. 

Joint account 
• Joint account cannot be opened. 

Special Offer 
• Personalised ATM cards with photograph. 

• Net Banking with transaction facility *. 

• Minimum balance – NIL 

• Cheque Books-2 books free per year. 

• Concession in education loan- No processing charge in future education loan 

• Attractive passbook 

Initally Net Banking facility will be view only and transaction facility will be given in due 

course. 

UCO Monthly Income Scheme 
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Period of operation of the Scheme 
• The scheme would be open for the general public from 16th December 2013 and the 

scheme has been converted into normal term deposit scheme. 

Eligibility to Open Account 
• Eligible Depositors under the scheme would be same as eligible depositors Fixed 

Deposit Scheme currently available in the Bank. 

KYC (Know your Customers) 
• KYC Norms for opening account are applicable for these accounts and hence proof of 

residence and proof of identification will be required along with recent photograph 

of the depositor/s. 

Period of Deposit 
• 5 years 

Amount of Deposit 
• Minimum Amount: Rs. 50,000 (thereafter in multiples of Rs.10000/-) 

• Maximum Amount: Upto Rs.100 lac 

Rate of Interest 
• As applicable under the normal term deposit for a period of 5 years 

Payment of Interest 
• Monthly Interest Plan - Simple Interest rate will be paid without any discounting and 

credited on the first day of the next month of opening 'UCO Monthly Income 

Scheme'. 

Premature Withdrawal 
• In all cases of premature withdrawals, the interest would be payable at 1 % below 

the applicable card rate under the normal fixed deposit has remained with the Bank 

as on the date of deposit and not at the contractual rate. 

Loan/Overdraft against the Deposits 
• Facility for availing loan/overdraft against 'UCO Monthly Income Scheme' would be 

available as per existing guidelines for availing loan/overdraft against Bank's own 

Fixed Deposits. 

 
Nomination 
 

• The facility of nomination would be available under the scheme. 

 
Payment to Nominee/ Legal Heirs 
 

• In the event of the death of the depositor, the deposit would be paid to 

nominee/legal heirs as per existing rules. 

 
Automatic Renewals 
 

• In the absence of any specific mandate provided by the depositor at the time of 

opening of account, the maturity proceeds may be transferred to SB/CA of the 
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depositor /renewed for a certain period at card rate of interest prevailing at the time 

of maturity. 

 
Tax Implications 
 

• Tax would be deductible at source as per the prevailing Income Tax rules. 

 
Transferability 

• The 'UCO Monthly Income Scheme' is not transferable. 

• However, the deposits are transferable from one branch to another branch in the 

same name(s) would be permissible without any change and as per the existing 

Bank's procedure. 

 
Special benefits for senior citizen/ staff/ Ex-staff/ Senior citizen Ex-staff 
 

• Deposits from under-mentioned categories of depositors shall be allowed incentive 

as per the existing norms. 

 
Acceptance of Deposit under the scheme 
 

• Deposits under the scheme would be accepted only when accruing as a fresh Fixed 

Deposit for the Bank. 

• In other words, the existing Fixed Deposits cannot be directly renewed under the 

scheme through a premature extension as usual and the existing Fixed Depositors 

who wish to convert into the scheme would have to compulsorily take premature 

payment of their existing deposits and pay the usual penal charge for pre mature 

closure. 

• However, any existing Fixed Deposit maturing during the scheme period would be 

eligible to enter into the scheme as it would be a fresh deposit for the Bank under 

the scheme. 

 
Applicability of normal Fixed Deposit Rules 
 

• Other than the special terms and conditions of the scheme, the deposits under the 

scheme would be governed as per the normal Fixed Deposit Rules of the Bank 

 
Flexible Fixed Deposit Scheme 
 

• Deposits are accepted under reinvestment plan with the difference that a part of the 
deposit can be prematurely encashed without affecting the remaining portion that 
continues to earn interest at the agreed rate. Withdrawal is allowed in multiples of 
Rs.5000/-. It is indeed a matchless scheme to take care of your emergency needs. 
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UCO Sowbhagya Recurring Deposit Scheme  
 
 
The 'UCO Sowbhagya RD Scheme' offers all facilities of a Normal Recurring Deposit along 

with the flexibility of varying monthly installments for a higher yield on maturity. 

 

Details of the product are illustrated as below:- 
 

Who can open 
• A person in his/her own name OR 
• Two or more persons, in their joint names, who will be the beneficiaries either 

jointly or anyone or more among them or the survivor or the survivor of them 
• On behalf of a Minor, represented by their Natural Guardians or Guardians 

appointed by Court. 
• In the names of clubs, societies, associations, educational institutions, trusts, firms, 

partnerships provided they are registered and joint companies. 
 

Age of the Accountholder 
 

• RDUSS may be opened by Resident Indians above 18 years of age. 
• In the name of minor singly, provided he/she attained the age of 10 years & can read 

and write. 
 

 

Pattern of Deposit 
 

RDUSS account can be opened as under:- 

• Minimum amount Rs. 100/- in a month and 
• Maximum amount Rs. 10 lac in a month. 
• Thereafter, monthly installment in variable amount but in multiples of Rs. 100/-. 
• Minimum one installment with no limit on number of deposits per month, however, 

the maximum amount that the depositor can remit in a month shall not exceed Rs. 
10 lac. 

 

Period of Deposit – 
 

• RDUSS Deposits would be accepted for a Minimum period of 12 months and 
Maximum period of 60 months only. 

• Deposits Period shall be in blocks of either of 12 months, 24 months, 36 months, 48 
months and upto 60 months only. 



 
 

 

 

 

86 

 

 

 

 

Rate of Interest 
 

• As applicable for normal term deposits of the same tenor. 
 

Privileges for Senior Citizens /Staff /Ex-staff 
 

• Additional rate of interest (ROI) over and above applicable ROI relevant to Banks 
Term Deposit. 

 

Loans 
 

• Loans shall be granted subject to a maximum of 90% of the RDUSS amount 
deposited and the interest charged by the Bank will be 2% above the deposit rates. 

 

Terms & Conditions 
 

• All other terms & conditions applicable for existing Recurring Deposit Scheme of 
the Bank. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

87 

Retail Loan Products 
 

UCO HOME 

Eligibility :  

• Minimum 21years of age and Maximum 70 years of age inclusive of repayment 
period.  

Purpose : 

• Purchase and construction of independent house/ready built flat for residential 
purpose.  

• Extension/Repair/Renovation of existing house/flat not more than 50 years old.  
• Takeover of home loans availed from other banks/FIs.  
• Furnishing of house to be constructed/acquired by UCO Home Loan borrower or 

Non-UCO Home loan borrower.  

Quantum of loan 

The area-specific maximum limits for construction/purchase are as under : 

Location/Centre For 
construction/Purchase 

For Repair/Extension/ 
Renovation 

Metro/Urban/Semi-Urban No upper cap Rs. 25 lacs 

Rural No upper cap Rs. 7.5 lacs 

Maximum limits for Furnishing are Rs.5.00 lacs in Metro/Urban/Semi-Urban areas/ rural 
areas.  

Loan Entitlement 

LEAST of the Loan amount computed under A and B 
below: 
A. On the basis of purpose/Cost: 

i) 90%(loan upto Rs 30 lacs), 
ii) 80%(loan above Rs 30lacs to Rs 75 lacs) or 
iii) 75% (loan above Rs 75 lacs) of the project cost of construction or purchase price of 

house/flat as per agreement for sale.  
In case of Repair /Extension/ Renovation of house/flat, the amount of loan shall not 
exceed as stipulated above of the estimated cost, subject to the maximum loan amount for 
Repair /Extension/ Renovation under the scheme. 

 
B. On the basis of monthly income vis-à-vis EMI: 
The total deductions existing plus the EMI of the proposed loan would be linked to Gross 
Monthly Income (GMI) and must not exceed the GMI of the borrower(s) as under: 
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i) For Indian Residents: 
Income Slab Total Deduction permissible 

including proposed EMI 
GMI Up to Rs.50,000/- 60% of GMI 
GMI above Rs.50,000/- and 
upto Rs. 1,00,000/- 

70% of GMI (subject to aminimum monthly take 
Home Pay of Rs. 20,000/-) 

GMI above Rs.1,00,000/- 
 

75% of GMI (subject to aminimum monthly take Home 
Pay of Rs. 30,000/-)The eligible amount for the borrower 
according to this parameter would be determined. 

 
ii) For NRI & PIO: 
GMI upto Rs.1,50,000/- 50% of GMI  
GMI above Rs.1,50,000/- 60% of GMI 

 
Respective Foreign Currency Income to be converted into Indian Rupees at the prevailing TT 
Buying Rates on the day of Processing from Card rate supplied by Treasury Branch. 
 
Note: 
a) In case the loan is given for repairing purpose, no reimbursement for expenditure already 
incurred is to be allowed. 

b) End use of the loan shall be ensured in all cases. 

Processing Fee 

• 0.5% of the loan amount minimum Rs. 1500/- & maximum Rs.15000/- (0.25% at the 
time of in-principle sanction & 0.25% at the time of final sanction) 

• No processing fees for take over loan.  

Repayment :  
 

• Maximum period of 30 years / 360 EMI but should not be beyond 70 years in case of 
both salaried and non-salaried class. 

• Loan given for ‘furnishing’ to non- UCO Home Loan borrowers will have maximum 
repayment period of 84 months.  

• Repayment may be made by way of deduction from monthly salary where employers 
undertake to recover the EMI from salary. 

• In other cases by ECS mandate. 

Security & Guarantee 

• EMTD OF property financed.  
• Guarantee of spouse if not co-applicant. In case of unmarried persons, guarantee of 

PF nominee  
• No third party guarantee  
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Prepayment charge 

• No pre-payment charge to be levied in all floating rate home loans without minimum 
period stipulation. 

• 2% of pre-payment amount under Fixed rate, if prepaid within 3 years from the date of 
the first disbursement. 

Insurance: 

• Insurance cover on house property under Uco Griha Raksha Yojana scheme to cover 
the risk of damage to home by natural calamities. 

• Uco Griha Lakshmi Yojana to cover the outstanding loan in case of accidental or 
natural death of borrower.  

UCO Top - up Home Loan 

Purpose: 

• To finance existing Home Loan borrowers to meet their various needs with regards to 
their children’s education, repair, renovation & furnishing of house, business needs, 
agriculture purpose etc., by extendingÂ Â  mortgage charge on the property already 
mortgaged to the Bank under UCO Home Loan Scheme as primary security. 

Eligibility: 
• All Home Loans borrowers with regular repayment record of at least 36 installments 

after moratorium. 
• No overdue in existing Home Loan account 
• Valid mortgage have been created in favour of the Bank.  

Quantum of loan: 

Term Loan: 
• Minimum: Rs. 1 lac 
• Maximum: Rs 25 lacs 

Cash Credit/Overdraft: 
• Maximum Rs.2.00 lacs or 10% of original housing loan whichever is lower. 

Top-up loan in any case will not exceed original loan amount. 

Processing Fee: 
• 0.10% of the loan amount, Maximum Rs. 10,000/- 

Repayment Period: 
• Repayment of UCO Top-Up Home Loan is not be co-terminus with the original 

Home Loan. However, loan to repaid before the borrower attains the age of 70 years.  

Pre-payment Charges: 
• NIL 
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Security/Guarantee: 
• Extension of Mortgage on the House property already mortgaged to the Bank. 

UCO Pre Approved Home Loan 

Purpose: 
• A facility for Home Loan applicants by providing In-principle sanction of home loan 

based on eligibility/entitlement as per Income Criteria under UCO Home Loan scheme 
where applicant has not yet identified/finalized the property. 

Eligibility: 
• Individual (including NRI and PIO) having minimum 21 years of age and maximum 70 

years of age (all class of borrower) inclusive of repayment period. 

Quantum of Loan: 
• The area-specific maximum limits for construction/purchase are as under: 

Location/Centre For Construction/ Purchase/ 
Takeover A/Cs 

For Repair/ Extension/ 
Renovation 

Metro/Urban/Semi-
urban 

No upper limit Rs.25 lac 

Rural No upper limit Rs.7.5 lac 

Loan Entitlement: 

Least of the Loan amount computed under A and B below: 

A. On the basis of purpose/Cost: 
o 90%(loan upto Rs 20 lacs), 
o 80%(loan above Rs 20 lacs to Rs 75 lacs) or 
o 75% (loan above Rs 75 lacs) of the project cost of construction or purchase 

price of house/flat as per agreement for sale. 

Cost of Stamp duty, registration and other documentation charges will not be included 
in the cost of housing property, so that LTV (Loan to value) ratio does not get diluted. 
However, cost of Stamp duty, registration and other documentation charges may be 
included as part of project cost, where cost of house/dwelling unit does not exceed Rs. 
10.00 lacs for the purpose of calculating LTV ratio. 

Premium of Insurance of the mortgaged assets and/or the Life of the borrower for a 
period of loan tenure may be considered as part of project cost. 

 (Or) 

On the basis of monthly income 

The total deductions existing plus the EMI of the proposed loan would be linked to Gross 
Monthly Income (GMI) of the borrower as under: 
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• GMI upto Rs.50,000/- - 60% of GMI 
• GMI above Rs.50,000/- and upto Rs.1,00,000/- - 70% of GMI (subject to minimum 

monthly take home pay of Rs.20,000/-) 
• GMI above Rs.1,00,000/- -75% of GMI (subject to minimum monthly take home 

pay of Rs.30,000/-) 

Validity of Pre-Approval sanction letter: 
• 4 Months from the date of pre-approved sanction letter. Further, request for 

extension of the time/validity shall not be considered. 

Processing Fee and other Charges: 
• 0.25% of pre-approved loan amount) minimum Rs. 1,000/-, Maximum Rs. 10,000/- 

to be collected at the time of providing pre-approval offer letter. 
• This processing fee is non-refundable and will be adjusted based on the prevailing 

terms & conditions as on date of actual sanction. 

UCO CAR 

This is an easy finance scheme for purchase of a new car as well as 
second hand vehicle not older than 5 years. 

Target Group 
1. Salaried Group 

Regular Employee with minimum 6 months completed service. 
2. Non-salaried Group 

Established professionals & Self Employed, Businessmen    
Farmers and Agriculturists. 

3. Business Concerns (Corporates & Non Corporates) 
4. Ex-staff and Pensioners 
5. NRIs 

Income Criteria 
1. Salaried Group 

• Minimum monthly take-home pay would be Rs.20000/- at all centres after all 
statutory deductions and existing loans liabilities + EMI of the proposed 
loan. 

• Maximum loan limit 36 times of Gross Monthly Income. 
2. Non-salaried Borrower 

• Minimum Income criteria for Professionals & Self-employed Businessman 
would be Rs 5. 00 lac p.a in Metro Centres and Rs 4.00 Lacs p.a in other 
centres as per ITR/ Assessment of ITR during the preceding year. 

• Maximum loan limit three times of average gross annual income for the last 
2 years. 

 
3. Farmers & Agriculturists  

• Minimum Gross Income of Rs. 4.00 lacs p.a. during the previous financial 
year. 

• Farmers having land holding in their own name. 



 
 

 

 

 

92 

• Maximum loan limit: Three times of Annual Income of the previous financial 
year. 

    * Clubbing of income of spouse, major children for ascertainment of loan limit is 
considered     on merits. 
   * Likewise clubbing of income of regular earning parents is allowed for loan to major 
children. 
4. Business Concerns (Corporates & Non Corporates) 

• Business concern must be in profit for last 2 years and cash flow during the 
currency of loan must be sufficient enough to repay the proposed loan after 
satisfying all existing liabilities if any. 

Age 
Minimum age 21 years & maximum age upto 70 years including repayment period.  

Margin Requirements 
15% for new vehicle 
20% of valuation in case of reputed certified car dealers for pre-owned car upto 5 years 
old. 
In other cases 30% of the valuation by approved valuer or surveyor of any General 
Insurance Company/Certified Automobile Engineer or IDV( Insured’s Declared Value) 
whichever is less for vehicles upto 5 years old. 

Insurance 
UCO Rin Jeevan Suraksha to cover the outstanding loan in case of accidental or natural 
death of borrower 

Quantum of loan 
For New Car: 
Maximum finance would be 85% of the on Road price i.e. Ex Show Room Price + Cost 
of Registration + One time Road Tax + Insurance ( one time)with no ceiling on 
maximum loan amount. 
For Pre-used Car: 
• Maximum Rs.15.00 lac if purchased from reputed certified car dealers for pre-used 

cars like Maruti true value, Mahindra- first choice, Hyundai-H promise, Toyota-U 
trust, Ford- certified pre-owned cars, Chevrolet certified etc. 

• Rs.5.00 lac if purchased from others. 

Repayment 
New Car: Maximum 84 EMI 
Pre-used Car: Maximum 60 EMI( to be repaid in full within the residual economic life of 
the vehicle) 

Processing Charge 

1% of the loan amount m ximum Rs.1500/-. 
100% waiver of processing charges up to 31.03.2016. 

Prepayment Charges : NIL 
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UCO TRADER 

• It is a loan for financing working capital and Term Loan needs of Retail and 
Wholesale traders.  

Eligibility  

• Existing enterprises engaged in business for at least 2 years and earning profit during 
the last 2 years. 

• New trading units as well as units which have not completed two years can be 
financed maximum upto Rs.100 lacs.  

Borrower  

• Individual, Proprietorship, Limited Company (public/private) , HUF,Borrowing 
concern should deal exclusively with our Bank only. 

Quantum of loan 

• Minimum Rs. 1 Lac to Maximum Rs 500 Lacs. 

Credit Facilities 

• NBC Clearance from ZNBC waived. 
• Fund Based:- Cash Credit against stocks and Book-debts not exceeding 90 days (may 

be allowed up to 120 days with the permission of Zonal Office)  
• No Cash Credit to be sanctioned against book debt only. 
• Limit against book debt should not be more than 50% of the total assessed limit.  

 
• Term loan; 25% of the WC limit orRs.50 lacs whichever is lower for acquisition of 

fixed assets. 

Non-Fund Based:-Inland L/C-DP or DA with usance period not exceeding 90 days. 

INLAND BG:- Validity period upto 1 yr. including claim.  

Margin  

• Against Stock & Book Debt- Margin is NIL for existing units. 

• While computing drawing power only 50% of the sanctioned limit should be allowed 
to be availed against book debts. 

• For new units and units which have not completed two years, book debts will not be 
taken into account while calculating drawing power. 

• In case of new units, margin of 20% in stock should be maintained while calculating 
drawing power.  
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• Margin on immovable property would be 40% of the realizable market value of 
immovable property.  

• 10% margin on FDR (in case limit is sought against FDR as additional limit above 
60% of project value) and 

• 15% margin on surrender value of LIC policies, NSCs and Government Bonds (in 
case limit is sought against LIC policies, NSCs and Government Bonds as additional 
limit.   

• Minimum Margin for LC/BG is  25% (Cash/FD) 
1. For Fresh cases, existing requisite margin at 40%, 10% or 15% as the case may be, must 

be maintained. 
2. For Existing Standard Accounts : 
a) Where renewal is not due, existing limit may be allowed to continue till the due date of 

next renewal.  
b) On the next renewal if no enhancement is sought, then the provision of margin would be 

as under where collaterals has been provided in the form of EMTD:- 
i) Next renewal – No margin. The existing margin to be maintained, if provided earlier 

during last sanction/renewal.  
ii)  2nd Renewal – 10% (minimum) 
iii)  3rd Renewal – 20% (minimum) 
iv) 4th Renewal – 40% (minimum) 
i.e., within a period of 4 years the 40% margin to be ensured.  

v) Where renewal is sought with enhanced limit, the  40% margin to be maintained for the 
total limit and not only on enhanced portion (for mortgage collaterals) 

vi) Where limit is secured by liquid collaterals - 10% or 15% margin on collaterals must be 
maintained from the next date of renewal, both for the existing limit as well as for 
enhanced limit. 

Limits ( Least of the followings) 

• 60% on realizable market value of immovable property, and/or  
• 90% on FDR (if limit is sought above 60% of project value,  
• 85% on surrender value of LIC Policies, NSCs & Govt. Bonds(if it is sought as 

additional limit),  

OR 

20% of gross Annual sales(existing units) as reflected in last Sales Tax Assessment 
order/Sales Tax return/VAT Assessment Order or Return/Service Tax Assessment Order or 
Return/Declaration given by borrower, whichever is less. 

For new units the lower of the value between 20% of Projected Sales and value of security 
after margins, will be set as the limit. 

Security  
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• Primary-Hypothecation of stocks, book debts & Fixed Assets for existing units 
making profit at least for last two years.  

• Collateral Equitable Mortgage of Land & Building, Assignment of LIC policy, 
Lien,Pledge/Assignment of KVP,NSC,Bank’s own FDR,Govt/RBI Bonds. Value of 
collaterals to be atleast 100%. 

• On satisfactory operations of the a/c for  2 years, value of collateral securities may be 
relaxed to 75% at the time of renewal/ enhancement. 

• Stock statement to be obtained annually and DP to be calculated annually on the basis 
of annual stock statement, 

Processing Charges- 0.50% of  Fund Based Limit + 0.25% of Non-Fund Based Limit ( 
one time) 

 
UCO Premier Educational Loan Scheme 

Objective 

• Providing financial support at preferential terms to students who have secured 
admissions in premier educational Institutes of the country and abroad. 

Courses eligible 

• Regular full-time Degree/ Diploma courses and Part-time courses offered by Institutes 
eligible under the scheme, admission in which is obtained through an Entrance 
Test/Selection Process/ Percentage of marks as prescribed by the Institute would be 
allowed. 

Age Limit 

• Age limit for General - 38 yrs. 

• Age limit for SC/ST - 40 yrs. 

Quantum of Finance 

Maximum loan amount Rs. 30 lacs (inclusive of group credit life insurance premium) subject 
to ceilings for different categories of Institutes as under: 

 

 

Category of 
Educational Institutes 

Maximum Loan 
Amount 

List 'A' Rs. 30 lacs 

List 'B' Rs. 20 lacs 

List 'C' Rs. 15 lacs 

Margin 

• Up to Rs. 4 lacs : No Margin. 

• Above Rs. 4 lacs : 5 % of total fee i.e. Course fee and other expenses. 
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Insurance: 

 
 Group Life Insurance Cover Scheme for Educational Loan Borrowers to cover the 

outstanding loan in case of accidental or natural death of borrower 

Security 

Category of 
Educational Institutes 

No Security, only 
Parent/ Spouse/ 
Guardian as co-

borrower  

With tangible collateral of  full 
value and Parent/Spouse/ Guardian 

as co-borrower 

List 'A' Rs. 20 lacs Over Rs. 20 lacs to Rs. 30 lacs 

List 'B' Rs. 15 lacs Over Rs. 15 lacs to Rs. 20 lacs 

List 'C' Rs. 10 lacs Over Rs. 10 lacs to Rs. 15 lacs 

In case of married person, co-obligator can be spouse or the Parent(s)/ Parent(s)-in-law. 
Parental co-obligation can also be substituted by a suitable third party guarantee acceptable to 
the Bank. 

For Foreign Study 

PARTICULARS  GUIDELINES  

Maximum Loan 
Amount 

Rs. 30.00 lacs 

Institute/University  
The Institute/University must be ranked in World Top-
150 universities as per www.webometrics.info as on the 
date of application. 

Courses 

Eligible for Post graduate, Post graduate diploma, 
Doctoral, Post-doctoral studies only. 
Eligible for Engineering & Technology, Medicine, 
Management & Law streams only. 

Security 

Up to 15 lac - No Security Only parent/ spouse/ 
guardian as co-borrower. 
Over 15 Lac - With tangible collateral of full value and 
parent/ spouse/ guardian as co-borrower. 

Other Conditions As per Scheme applicable for studies in India. 

Repayment 

• Repayment of the loan will be maximum 180 equated monthly installments (EMIs*). 
(i.e. 15 years maximum) 

Processing Charge 

No processing/ upfront charges. 
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UCO Super Premier Educational Loan Scheme 

• Objective 

Providing financial support at preferential terms to students who have secured 

admission in 8 premier educational institutes in the country. 

• Eligible Institutes 

• Indian Institute of Management, Ahmedabad 
• Indian Institute of Management, Bangalore 
• Indian Institute of Management, Kolkata 
• Indian Institute of Management, Indore 
• Indian Institute of Management, Lucknow 
• Indian Institute of Management, Kozhikhode 
• Xavier Labour Relation Institute, Jamshedpur 
• Indian School of Business, Hyderabad 

• Courses Eligible 

• Regular full-time Degree/ Diploma courses. 

• Minimum Age 

• Age limit : General - 38 yrs. SC/ST - 40 yrs. 

• Quantum of Finance 

• Maximum loan amount Rs. 30 lacs (inclusive of group credit life insurance 

premium). 

• Margin 

• NIL 

• Moratorium Period 

• Course period + 1 year after completion of study. 

• Processing Charges 

• NIL 

• Security 

• No Security. 

• Repayment 

• Repayment of the loan will be in maximum 180 equated monthly instalments 

(EMIs) i.e. 15 years after repayment holiday/moratorium period 
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 UCO Education Loan Scheme for Vocational Education and Training 

Objective  

• Providing financial support to the students who have minimum educational qualification 
but desire to pursue vocational & skill development courses.  

Courses Eligible 

• Vocational / Skill development courses of duration from 2 months to 3 years run or 
supported by a Ministry / Dept. / Organisation of the Govt. or a company / society / 
organization supported by National Skill Development Corporation or State Skill 
Missions / State Skill Corporations, preferably leading to a certificate / diploma / degree, 
etc. issued by a Govt. organization or an organization recognized/authorized by the Govt. 

Minimum Age 

• No minimum age  

Quantum of Finance 

• For courses of duration upto 3 months - Rs. 20,000/-  
• For courses of duration 3 to 6 months - Rs. 50,000/-  
• For courses of duration 6 months to 1 year - Rs. 75,000/-  
• For courses of duration above 1 year - Rs.1,50,000/-  

Margin  - NIL 

Moratorium Period  

• For courses of duration upto 1 year - 6 months from the completion of the course.  
• For courses of duration above1 year - 12 months from the completion of the course.  

• Servicing of interest during study period and the moratorium period till commencement 
of repayment is optional for students.  

• 1% interest concession may be provided by the Bank, if interest is serviced during the 
study period and subsequent moratorium period prior to commencement of repayment.  

Processing Charges - NIL 

Security 

• No collateral or third party guarantee will be taken. However, the parent will execute 
loan document along with the student borrower as joint borrower. 

Repayment 

• Courses upto 1 year - In 2 to 5 years  
• Courses above 1 year - In 3 to 7 years.  
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Prepayment - No pre-payment Charges. 

 
 
UCO EDUCATION LOAN  

Scope: 

The scheme extends a helping hand to meritorious students desirous of pursuing higher study 
either in India or abroad. 

Eligibility  

Studies in India  

• Graduation courses leading to degrees like B.A., B.Sc., B.Com. etc.  
• Post Graduate courses leading to Masters degrees as also Ph.D.  
• Professional courses in Engineering, Medical, Agriculture, Veterinary, Law, Dental, 

Management, Computer, etc.  
• Computer Certificate courses of reputed institutes accredited to Universities or DoE.  
• Courses like ICWA, CA, CFA, etc.  

Studies Abroad 

• Graduation : Job oriented professional / technical courses offered by reputed 
Universities. 

• Post Graduation : MCA, MBA, MS, etc. 
• Courses conducted by CIMA – London, CPA in U.S.A., etc. 

Age limit 

• For Graduation: between 18 & 25 years 
• For Post Graduation: between 21& 28 years 
• For SC/ST students: upto 30 years  

Eligibility  

• should be Indian National  

• Must have secured admission in Regular/ Technical course through selection process.  

Quantum of loan 

• Studies in India : Maximum Rs. 10.00 Lac  
• Studies Abroad : Maximum Rs. 20.00 Lac.  

Security 
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• Loans upto Rs.7.50 lac – No security or third party guarantee. Co-obligation of 
parents. All loans upto Rs.7.50 lac to be covered under Credit Guarantee Fund 
Scheme for Education Loans(CGFSEL) managed and operated by National Credit 
Guarantee Trustee Company Ltd(NCGTC) at a nominal fee of 0.50% of the 
outstanding amount. 

• Above Rs. 7.50 lac :  Tangible collateral securities of equivalent value of the loan.  

Margin   

• Upto Rs.4 lakh – No Margin  
• Above Rs.4 lakh – Studies in India -   5% 

                                        Studies abroad  -   15% 
• Scholarship to be included in margin. If scholarship is already received, reduce from 

the loan amount.  If scholarship is received after the disbursal of loan, the scholarship 
amount is to be credited to the loan account. 

             Margin to be brought in  on year to year basis at the time of disbursement 

 

Service Charge :  

• There is no processing fee /no service charge 

Disbursement 

• Disbursement in stages as per the requirement directly to institutions. 

Repayment Period 

• The loan shall be repaid in max.180 EMIs years after moratorium period. 

Repayment Holiday 

• Course period+ 1year after completion of studies 
• If the student borrower fails to get a job or good income after completion of the 

course, moratorium period may be extended for additional one and half year in 3 
spells( not exceeding 6 months each) during the life cycle of the loan. Higher 
provision of 5% is to be made during the said additional moratorium period and one 
year thereafter. 

UCO Doctor Loan 

Puropose: 
 

• For purchase of various surgical, Electro Medical Equipment, Operation Theatre 
Equipments, Ambulances and any other items to start Clinics/ Nursing Homes/ 
Medical Centres. 
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• Purchase, construction, addition, alteration, renovation, furnishing of Clinics/ Nursing 

Homes/ Medical Centres 
 

• Working capital to meet to day to day requirement 
 
Eligibility: 
 

• Individuals, Prop/Partnership Firms, Pvt. Ltd. Cos. Engaged in providing human 
medical services to the society. Applicants/ Promoters should have a recognized 
medical degree. 

 
• In case of Partnership/ Pvt. Ltd Co. at least one partner/ director should have requisite 

medical qualification.  
• For Term Loans above Rs.5 lacs to Rs. 300 lacs: 

• Doctors: Min. practice for 3 years 
• Medical Unit: Existing minimum for 3 years and earning profit. Minimum 

DSCR should be 1.5 for  both the above. 
Limit: 
Loan Facility: Term Loan/ Cash Credit 

• Minimum: Rs. 1 lac 
• Maximum: 

Rural/ Semi Urban Areas   : Rs. 50 lacs 
Urban/ Metro Areas           : Rs.300 lacs 

Working Capital Limit: 
• Max. 10% of loan amount upto Ts. 100 lacs 
• Max. 5% of loan amount above  Rs. 100 lacs 
• For Unani, Ayurved, Homeopathic Doctors max. laon amount Rs. 10 lacs.  

 
Investment in Land & Building shall not exceed 50% of the aggregate project cost. 
 
Margin: 

• Term Loans :  
Upto Rs. 10 lacs: 15% 
Above Rs.10 lacs : 20% of the project/ equipment cost 

• Working capital : 10% 
 
Processing Charges: 

• 1% of the loan amount plus service charge ( min. Rs.1000/-) 
 
Security: 
 
Primary:  

• Hypothecation of the assets created out of bank finance. If any vehicle is there blank 
ITO(information & transfer of ownership) form should be obtained. 

• Collateral: 
• Loans upto Rs.100 lacs : No collateral & third party guarantee. Should be covered 

under CGTMSE. 
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• Loans above Rs.100 lacs: tangible security for at least 25% of the loan amount. 
• Eligible Collaterals: Mortgage of non-agricultural property in the name of the Doctor/ 

Close family members/ Medical Unit, FDRs with UCOBank, NSC,KVP & LIC 
Policies. 

 
Repayment: 

• Term Loan: Normally 60 months including 6 months moratorium.May be extended 
upto 84 months by ZLCAC. PDCs to be obtained for term loan 

 
Working Capital:  

• 12 months subject to annual review/ renewal 

UCO CA Loan Scheme 

Eligibility 
• Chartered Accountants, individually/jointly or Proprietorship Concern or a Partnership 

Firm 
• Age of the individual/proprietor/younger partner (in case of partnership firm) shall not 

exceed 68 years. 
• The applicants/Firm are registered with Institute of Chartered Accountants (ICAI) and 

also holding valid certificate/license for carrying out the practice 
• The applicants/firms name shall not appear in the RBI defaulters list 
• In case of Firm, all partners shall join as Co-applicant 
• The applicants/firm should not have been subjected to disciplinary action by the 

Institute 
• CA firm should be in existence for a minimum of 2 years 

Purpose 
• For construction of office premises 
• For acquisition of ready built new office premises, partly or fully constructed 
• To finance cost of land and construction of office premises thereon 
• To finance cost of furniture & fixture, fittings of office equipments/ computers/ other 

accessories etc. 
• To finance working capital and/or financing receivables 

Nature of facility 
• Term Loan for acquisition of fixed assets and/or Cash Credit for Working capital 

Margin 
• For Term Loan : Uniform margin of 20% 
• For Working Capital - 25% of their Working Capital requirement 
• Under Term Loan while financing for office building; cost of land may be financed 

upto 50% subject to condition that such loan against cost of land shall not exceed 30% 
of the total project cost 

 

 

 



 
 

 

 

 

103 

Quantum of Loan: Min. Rs.2 lacs; Max. Rs.100 lacs 

Maximum Eligibility  Sl. No. Nature of 
facility  

Metro/Urban  Semi Urban/Rural 

1 Term Loan Rs 90 lacs Rs 45 lacs 

2 Working Capital Rs 10 lacs Rs 5 lacs 

3 Total Rs 100 lacs Rs 50 lacs 

CGTMSE Coverage 

Term Loan and/or Working Capital aggregating up to Rs 100 lacs per unit will be 
guaranteed under CGTMSE cover as per CGTMSE rules. Hence no collateral to be taken 
in such cases. Guarantee fee for CGTMSE coverage will be borne by the borrower(s) in 
full. 

Repayment 
• Repayment will be so stipulated that the entire Loan (both Term Loan & Cash 

Credit) will be fully repaid before completion of 70 years of age of applicant (in 
case of proprietor / individual) and younger one (in case of Loans to individuals or 
partnership firm).  

• Term Loan - Repayable in maximum 120 EMI excluding maximum moratorium period 
of 18 months 

• Term Loan Repayment to commence after completion of the Moratorium period. 
Interest shall be serviced by the borrower/borrowing unit as and when debited during 
moratorium period 

• Working Capital limit in shape of Cash Credit is to be renewed every year as per extant 
rules and with proper assessment of limit. 

Rate of Interest 

• Rate of Interest at floating rate linked to Base Rate : Base Rate+ 2.00% (Both Term 
Loan & Cash Credit) 

Processing Charges 

• 0.50% of total loan sanctioned (Term Loan+ Working Capital) subject to a minimum 
of Rs.2000/-. To be realized before disbursement. 

Prepayment Charges 

-NIL- 

Credit Rating 

As this is a Schematic Loan under MSE category with maximum limit of Rs. 100.00 lacs, 
Rating of such accounts is not required. 

 

UCO CASH 
 
To extend financial assistance to certain segment to meet unforeseen domestic expenses like 
marriage, education, social obligation etc. 
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Eligibility 

• Permanenet/ confirmed employee of PSUs, Central/ State Govt. dept., Corporates & 
other non-govt. organization/institution like Universities/Colleges/Schools( teaching 
7 non0teaching staff) etc.Applicant should have completed minimum 2 years  of 
service in the same organization and a salary tie up arrangement with our branches. 

Income Criteria 

• Net take home pay should not be less than 40% of gross salary after deduction of PF, 
IT and other statutory deductions including proposed EMI of UCO Cash Loan, loan 
granted by his employer and any other loans, if any subject to minimum monthly take 
home pay of Rs.10,000/- 

• Other income like rent, interest, dividend etc. may be taken into account for 
reckoning the eligible quantum of loan subject to documentary evidence. 

 

Quantum of loan 

• 10 times of gross monthly income subject to a maximum of Rs.7.50 lac..Loans upto 
Rs.10 lacs may be sanctioned with permission of ZLCC headed by Zonal Manager 

Security 
• Loans may be allowed without collateral security 
• Personal guarantee of spouse/nominee of PF/Gratuity of the borrower. 

Repayment 
• 60 EMIS, subject to remaining period of service(entire loan to be repaid one year 

before retirement) 

Processing Charge 

• 1% (minimum Rs.750/-) 
 
UCO RENT 

This is a loan against the security of future receivables i.e. assignment of future rent 
receivable, for productive purposes e.g. augmenting earnings like investing in securities, 
undertaking repairs & renovation of the property, etc. 

Eligibility  

• Owners i.e. lessors of houses/flats/godowns/warehouses etc. only are eligible under 
the scheme. The owner may be an individual, a firm or a company. Properties 
belonging to cooperative societies are not considered for sanction of loan under the 
scheme. 

Quantum of loan 
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To Owner of our Bank’s Branch Premises or where tenant is PSUs, Reputed Corporates, FI, 

Insurance Companies and MNCs - 70% of the total rent receivables during the unexpired 
lease period or loan period less total of advance deposit & all other applicable taxes. 
For others -55% of the total rent receivables during the unexpired lease period or loan period 
less total of advance deposit & all other applicable taxes. 
 

 Repayment 

• The repayment period can be extended upto a maximum period of 120 months. 

Processing fee 

• On sanctioning the loan 0.50% of the loan amount should be collected at the time of 

disbursement of loan amount as up-front fee with a maximum of Rs. 2.00 lacs. 

UCO SWABHIMAN - REVERSE MORTGAGE LOAN MORTGAGE LOAN SCHEME FOR SENIOR 

CITIZEN 

Bank introduces UCO Reverse Mortgage Loan Scheme for Senior Citizens, under Reverse 
Mortgage a Senior Citizen, owning a house/flat, can avail of a monthly stream of Income 
against the mortgage of his/her property while remaining the owner and occupying the house 
throughout his/her lifetime, without repayment or servicing of the loan.  

Eligible Borrowers  Senior Citizens of India. 

Purpose Supplementing Senior Citizen’s Income 

Loan Amount Based on valuation of the property and age of the 
borrower – Maximum Rs.50 lacs 

Period of Loan  Minimum 5 years and maximum 15 years. 

Mode of Disbursement  Monthly/Quarterly with fixed/increasing Equated 
monthly Disbursement with an option to avail One-time 
lump sum payment after 12 months from the first 
disbursement during entire tenure of 15 years as per 
choice of the borrower.  

Security Equitable Mortgage of the residential property owned 
& self occupied by the Senior Citizen borrower. 

Repayment The outstanding loan will be due when the last 
borrower dies/permanently moves out of the 
house/would like to sell the home.  

Loan will be liquidated by sale of property.  

Option available with the legal heir(s) to repay the loan 
and redeem, the house property.  
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UCO TWO WHEELER SCHEME 

This is an easy finance scheme for purchase of a new two wheeler. 

Income Criteria 

Salaried borrower 

• Minimum gross salary of Rs.8000/-p.m 
• Minimum take home income of 40% p.m. after taking into account the EMI of the 

proposed loan. 

 

Non-salaried borrower 
• Minimum income of Rs. 1 lac p.a as per Income Tax Return/Assessment order in 

the preceding year OR minimum income of Rs. 1.50 lacs p.a for purchase of feature 
rich vehicles. 

• 40% take home pay shall be ascertained. 
Agricultural Borrower -  

• Self-declaration of income to the satisfaction of Sanctioning Authority. 

Age Criteria 
• Salaried Borrower : 21 to 55 years 
• Non-Salaried Borrower : 21 to 60 years 

Amount of Loan 
• Maximum Loan Amount Rs.60,000/-(May be enhanced to Rs.1 lac for feature rich 

two-wheelers). 

Processing Charge 

• 1.00% of the loan amount with Minimum Rs.500/- 

Margin 

• 10% of the total on road cost 

Insurance 

• UCO Rin Jeevan Suraksha to cover the outstanding loan in case of accidental or 
natural death of borrower 

Repayment 

• Maximum 48 Equated Monthly Installments. 

Accounts with full liquid collateral security 

• 1.00% interest Rebate 

Accounts with 50% liquid collateral security 
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• 0.50% interest Rebate 

Prepayment Charges 

• No pre-payment charges. 

UCO Skill Loan 

• Objective 

Skill Loan Scheme aims at providing a loan facility to individuals who intend to take 
up skill development courses. 

• Courses Eligible 

Course run by Industrial Training Institutes (ITIs), Polytechnics or in a school 
recognized by central or State education Boards or in a college affiliated to 
recognized university, training partners affiliated to National Skill Development 
Corporation (NSDC)/Sector Skill Councils, State Skill Mission, State Skill 
Corporation, preferably leading to a certificate / diploma / degree issued by such 
organization as per National Skill Qualification Framework (NSQF) is eligible for a 
Skilling Loan 

• Minimum Age 

No minimum age. 

• Quantum of Finance 

Minimum: 5,000/- and Maximum: 1,50,000/- 

• Margin 

NIL 

• Moratorium Period 

For courses of duration upto 1 year - 6 months from the completion of the course. 
For courses of duration above 1 year - 12 months from the completion of the course. 

• Processing Charges 

NIL 

• Security 

No collateral or third party guarantee will be taken. However, the parent will 
execute loan document along with the student borrower as joint borrower. 
 
Credit guarantee coverage by NCGTC at nominal fee of 0.50% of the amount 
outstanding. This guarantee fee will be borne by the Bank. 

• Repayment 

Loans upto Rs. 50,000 - Upto 3 years 
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Loans between Rs. 50,000 to Rs.1 lakh - Upto 5 years 
Loans above Rs. 1 lakh - Upto 7 years 

UCO GOLD LOAN SCHEME  

Purpose 

• To provide loan against pledge of gold ornaments and coins for Agriculture, Allied 
purpose and personal loan for meeting personal requirement.  

Eligibility  

• The loan against gold ornaments and coins would be purpose oriented and shall be 
granted based on a declaration from the eligible borrowers specifying the purposes of 
such loan in rural, semi-urban and urban & metro centres.  

Quantum of loan 

• No Upper limit  

Valuation 
 

• Valuation should be done on the net weight of the jewel/ornaments.  
• Gold ornaments having 18 carat and above fineness alone should be accepted as 

security.  
• The market price for 22 carat gold will be advice by head office in every fortnight.  

Margin  

• 25% shall be maintained on the market price of the gold.  

Rate of Interest 

• 1. Gold Loan (PS) for short term crop Loan upto 3 lacs where interest subvention 
is  

            available- 7% per annum 

• 2. Gold Loan (PS) for Agriculture & Allied Activities other than short term crop 

            loans mentioned in Sl. No.1 above- MCLR of 1 Year +0.20 % 

• 3.        Gold Loan (PS) for Retail Assets Products- MCLR of 1 Year +0.20 % 
• 4.        Gold Loan (PS) for Non Agriculture Purpose (Bullet Repayment)- MCLR of 1 

           Year     +0.20 % 

• 5.        Gold Loans (NPS) for Retail Assets Products- MCLR of 1 Year  +3.15 % 
• 6.        Gold Loan (NPS) for Non Agriculture Purpose (Bullet Repayment)- MCLR of 

1 
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           Year  +3.15 % 

 

Service Charge 

• For priority Sector - Upto 10 lac Rs.250/- & above Rs.10 lac Rs.500/- 
• For Non Priority Sector – Upto Rs.5 lac Rs,.500/- 

Above Rs.5 lac to Rs.10 lac Rs.1000/- 
Above Rs.10 lac 0.20% of loan amount, maximum Rs.5000/- 

Repayment  

• Short Term Loans (Crop Loans-Agriculture) 
A bullet repayment of principal and interest which will be linked to the harvest season 
or for a maximum tenure of 1 year. 
Interest to be charged on half yearly rests. 

• Short Term Loans ( Agriculture & Allied activities)  
Bullet repayment of principal which will be linked to the harvest season or for a 
maximum period of 2 years. 
Interest to be charged on half yearly rests and serviced on half yearly basis. 

• Short Term Loans (Other priority Sector Advances) 
Bullet repayment of principal in lump sum at the end of 2nd Year. 
Interest to be charged on monthly rests and serviced at half yearly basis. 

• Non-Priority Sector Advances: 
Bullet repayment of principal in lump sum at the end of 2nd Year. 
Interest to be charged on monthly basis and serviced at half-yearly rests. 

• Prepayment Charges  
No prepayment charges. 

APPRAISERS FEES 
 

• 50paise per hundred or part thereof, subject to minimum of Rs.200/- and maximum of 
Rs.500/- for each loan to be recovered from the borrower. 

 
Lending Powers: 

• Scale-I    : upto Rs.10 lacs 
• Scale-II   : upto Rs.30 lacs 
• Scale-III  : upto Rs.50 lacs 
• Above Rs.50 lacs by ZLCC headed by Zonal Head 

 
UCO GOLD LOAN TO STAFF  
 

• Limit           :  90% of value of gold subject to maximum ceiling. 
                       Officers  : 2.00 Lakh, Clerical: 1.00 Lakh, Sub-staff: 0.50 Lakh 

• Type of Loan      :  Term Lon. The loan amount will be repaid in 60 EMI. 
• Rate of Interest  :  Base Rate 
• Service Charge : NIL 
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• 40% Clause of Net Take Home salary shall be complied while assessing entitlement 
under the scheme. 

• Staff members who own agricultural land may be granted the loan facility under 
agriculture sector 

UCO Property Loan: 

Target group & eligibility 
 

• To meet various financial needs of individuals & firms against mortgage of 
non-agricultural immovable property located in Metro/Urban/ Semi-Urban 
Centers.  

• Any individual in the age bracket of 21-65 years having property to be 
mortgaged and sufficient income to repay the loan. Maximum age limit of the 
borrower on the date of applying for Credit facility is 65 years and maximum 
age limit for full repayment is 70 years for all class of borrowers. 

• Non-Salaried class borrowers (Professionals/Businessmen) should have regular 
source of income and are filling IT Return. 

• The loan will be in shape of TL/CC/OD and will be classified as 
Priority Sector/Non Priority Sector as per norms.  

• Loans can also be granted to borrowers where property is in the 
joint names.   

 
Income criteria 

Salaried Borrower  
• Minimum gross Salary of 30,000/- p.m. at Metro Centres and Rs.20000/- p.m. 

for other centres.  
• Salary statements for minimum 12 months/Form-16/ITR to be obtained.  
• Salary of co-applicant can be taken into consideration.  
• Co-applicants can be Spouse/Parents/Children  
• 12 Month bank statement of salaried account must be scrutinized.  

 
Non-Salaried Borrower  

• Minimum Income of 4.00 lac p.a. at all centres as per latest IT Return.  
• Net Take Home Pay should not be less than 40% of gross salary /income or 

Rs.10000/- whichever is higher for both cases. Income of co-applicant can be 
reckoned to arrive at the stipulated minimum take home pay.Co-applicants can 
be Spouse/Parents/Children. 

• Income Tax Return for minimum three years for all. 
• Income other than Salary income should be regular in nature and supported by 

documentary evidence as will be acceptable to the Bank.  
Age limit 

• Maximum age limit of the borrower on the date of applying for Credit facility 
is 65 years and maximum age limit for full repayment is 70 years for all 
class of borrowers.  
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Quantum of finance 
• 60% of the distress sale value of the property.   
• In case of credit facility being granted against building, the same should not be 

more than 50 years old. For Flat/Apartment, the same should not be more than 
30 years old.  

• Minimum Amount : Rs.2 lacs & Maximum Amount : Rs.200 lacs for 
individuals and Rs.500 lacs for Firms/Companies.  

• Credit facility will not be allowed against third party immovable property. 

Repayment 
• Term Loan: Maximum 144 EMIs 
• OD/CC: The Interest of CC/OD should be fully serviced every month.  
• OD/CC limit must be renewed before expiry of 12 months. 

 
Processing charge 
 

• 1% of the loan amount 
Pre payment charges 
 

• 1% of amount prepaid 
 
 

UCO Shopper Loan Scheme 

 

• An easy finance scheme for purchase of consumer durablessuch as Television, 

Refrigerator, Air Conditioner, Computer or any other Electrical or Electronics 

gadgets etc. 

 

Eligibility: 

 

• Existing customer of UCO Bank for a minimum period of six months 

• A self-employed/Professional/Businessman or A permanent employee of Govt. 

/ SemiGovt./PSU/Universities or reputed private concerns with minimum 

service of 1 year and minimum remaining 5 years service period. 

Income Criteria: 

Salaried borrower 

• Minimum gross salary of Rs.30000/-p.m at Metro Centres and Rs.20000/-p.m 

for other centres. 

• Minimum take home income of 40% p.m. after all deductions and EMI of the 

proposed loan or Rs.10000/-whichever is higher. 

Non-salaried borrower 

• Minimum income of Rs. 4 lac p.a at all centres as per latest IT Return. 

• Minimum 40% surplus after considering EMI of proposed Loan and Income Tax 

and any other obligations or Rs.10000/- whichever is higher. 

Age Criteria 

• Salaried Borrower : 21 to 60 years 

• Non-Salaried Borrower : 21 to 65 years 



 
 

 

 

 

112 

Amount of Loan 

• Maximum Loan Amount Rs.200000/- or 10 times of monthly take home pay 

whichever is less. 

Processing Charge 

• 1.00% of the loan amount with MinimumRs.1000/- 

Margin 

• 20% of the total article cost 

Repayment 

• Maximum 60 Equated Monthly Installments. 

Prepayment Charges 

• No pre-payment charges. 

 

UCO PENSIONER 
 

• Short Term loan is extended through this scheme to Pensioners who receive 
pension through our Branch. War widows and widows drawing family Pension 
through our Branch are also eligible provided there is another co-borrower of 
sufficient means. 

Purpose 
• For meeting medical expenses for self/spouse/dependent/children. 
• Payment of mediclaim premium for self & dependents. 
• Meeting marriage expenses in the family. 
• Educational expenses of dependent children 
• Traveling expenses. 
• Repairs to house property/dwelling. 
• Funeral expenses. 

Quantum of loan 
• Without Family Pension 
• 10 times of monthly pension subject to maximum of Rs. 2,00,000/-. 
• With Family Pension 
• 10 times of monthly pension subject to maximum of Rs. 3,00,000/-. 

Processing Charges 
• There is no processing charge or service charge. 

Repayment 
• Maximum in 36 monthly installments. 
• Repayment should be so fixed that the loan is fully repaid before the pensioner 

reaches 72 years of age. 
Prepayment Charge 

• No pre-payment charge is levied. 
Guarantee 

• Personal Guarantee of spouse eligible to receive family pension in the event of 
death of the pensioner. 

• Where spouse is predeceased, personal guarantee of sons/daughters or a third 
party  

• In case of war widow/widows if co-borrower is not available, a third party 
guarantee having sufficient income 
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UCO REAL ESTATE  
 

• Under the scheme advances are extended to the Promoters/Developers of real 
estate who should be well established and experienced in their line of activities 
at least for a period of three years. Cooperative Societies are not eligible to be 
borrowers under the Scheme. 

Eligibility 
• Only builders of repute, integrity and excellent track record and professionally 

managed are eligible for such finance. They must have at least 3 years' 
experience in the line and must have successfully completed 2-3 projects. The 
financial position of the builders/developers as per last audited balance sheet 
must be satisfactory. Financing would be subject to commercial viability and 
sufficient cash generation to repay the loan. 

Pre-requisites 
• Details of the project cost and means of finance. 
• Profitability statement. 
• Annual Cash Budget for the duration of the loan showing monthly/quarterly 

cash inflows of the specific project along with repayment schedule. 
• Audited financial statements for the last 3 years, the current year's estimate and 

projections for next 3 years or till the completion of the project. 
• Original Title Deed of the land, detailed estimate of the proposed construction 

from a Chartered Engineer/Architect and permission from the competent 
authority of the property in case it is falling under Urban Land Ceiling Act. 

• Documents like non-encumbrance certificate, certified copy of R.S. Parcha, 
current, renew/Municipal receipts, Lawyer's opinion on ownership and 
marketable title and sanctioned plan. 

• The Bank should enter in to a legally vetted tripartite agreement with promoter 
and buyer that should ensure among other covenants adherence to National 
Building Code (NBC). 

Quantum of Loan 
• The quantum of advance will be assessed on the basis of peak level deficit 

projected in the Cash Flow Statement in the Budget, as submitted by the 
borrower applicant. 

Security: 
• Primary: The land and building to be constructed on the land shall form the 

primary security. The value of primary security should be adequate to cover the 
Bank finance. 

• Collateral: Collateral in the form of equitable/registered mortgage of other land 
and building of adequate value of promoter/ guarantor may be taken. 

Margin-  
• 25% (minimum) 

Insurance- 
• Building to be comprehensively insured against fire, riot and other damages 

with Bank's clause. 
 
Processing & Up-Front Fees 

• Fresh Sanctions : 0.80% on the amount of loan applied for along with the 
application 20% processing fee of the sanctioned loan amount. 
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• Review of TL on run down Balance : Rs.125.00 per lac, Min. Rs.250.00, Max. 
Rs.56000.00 

• Renewal of CC/WC : Rs.395.00 per lac or part thereof Min.Rs.700.00 
• Upfront fee will be 1% of loan amount sanctioned 

Delivery of Credit 
• The credit /quasi credit requirement of the Construction company by way of 

cash credit/overdraft/short term loans linked to each specific project for a 
maximum period covering the period of construction plus 12 months will be 
considered on merit. Bid bond, Bank Guarantee for raising mobilization of 
advance, performance guarantee and guarantee for release of retention money 
etc. will also be considered on merit. Disbursement will be in phases depending 
upon the progress of work as certified by Chartered Engineer/Architects. 

Repayment 
• Repayment is to be made in one or two installments after completion of the 

project and sale of the flats. Sales realizations in one Project should not be 
diverted to another Project. 

 

Charges on Securities 

• Different types of charges 

Securities Charge 

Immovable Property Mortgage 

Deposits Lien 

Movable Property Hypothecation or Pledge 

Book Debts/Actionable 
Claims 

Assignment 

 

 Distinction between Hypothecation & Pledge: 

 

 Hypothecation Pledge 

Defined SRFAESI Act,2002( Section 
2n) 

Indian Contract Act,1872 ( 
Section 172) 

Definition Charge on movable property 
in favour of the secured 
creditor without delivery of 
possession 

Deliv Delivery of goods as security 
for payment of a debt or 
performance of promise 

 

Nature of Charge Equitable charge Legal Fixed  Charge 

Possession With the borrower but in 
trust for the bank 

 With the bank till repayment of debt 
is done. Bank has to preserve 
the goods carefully and deliver 
back on repayment of debt. 
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Delivery of goods Borrower to deliver the 
goods if demanded by the 
bank 

Possession already with the 
bank, either actual or 
constructive, 

Registration of 
Charge 

In case borrower is a 
Company under Section 125 
of Companies Act,1956 

No registration required 

Right to sale Under SRFAESI Act, 
possible after taking 
possession 

Available after giving notice 

General Lien Not available Available under section 171 of 
Indian Contract Act. 

 

Assignment: 

• Assignment is transfer of actionable claim, which may be existing or future 
• As per section 3 of the Transfer of Property Act 1882, an actionable claim means a 

claim to any debt other than a debt secured by mortgage, pledge or hypothecation and 
property not in possession of the claimant. 

• The actionable claim can be in existence, accruing, conditional or contingent 
• LIC policy is an actionable claim because it is a debt payable by LIC for which the 

policy holder does not have any security in the form of mortgage, pledge or 
hypothecation of assets of LIC 

 
Mortgage: 

• Sec. 58 of the Transfer of Property Act, 1882 defines mortgage as - 

A mortgage is the transfer of an interest in specific immoveable property for the 
purpose of securing the payment of money advanced or to be advanced by way of 
loan, an existing or future debt, or the performance of an engagement which may give 
rise to a pecuniary liability. 
The transferor is called a mortgagor, the transferee a mortgagee; the principal money 
and interest of which payment is secured for the time being are called the mortgage-
money, and the instrument (if any) by which the transfer is effected is called a 
mortgage-deed. 

• Simple Mortgage -  
 
In a Simple mortgage, the possession of the mortgaged property is not transferred 
from mortgagor to the mortgagee. 
 
If the mortgagor fails to repay the loan, the mortgagee has the right to sell the 
property and recover the loan from the sale amount. 

• Mortgage by Conditional Sale -  
 
Under such Mortgage, the mortgagor apparently sells the property to the mortgagee 
on certain conditions - 
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1.On failure to repay the mortgage money before a certain date the sale shall become  
absolute,or 
2.On condition that on such repayment of mortgage money the sale shall become 
invalid,or 
3.On condition that on such repayment the mortgagee shall retransfer the property. 
 
In such case, the mortgagee is a "mortgagee by conditional sale" 

• Usufructuary Mortgage -  
 
In a usufructuary Mortgage, the possession of the mortgaged property is transferred to 
the mortgagee. The mortgagee receives the income from the property (rent, profit, 
interest, etc) until the repayment of the loan. The title deeds remain with the owner. 
 

• English Mortgage -  
In an English Mortgage - 
 
1.The mortgagor binds himself to repay the borrowed money on a certain date. 
2.The mortgagor transfers the property absolutely to the mortgagee. 
3.But such transfer is subject to the condition that the mortgagee will retransfer the 
property on repayment before the agreed date. 

• Mortgage by deposit of title deeds –  
In such mortgage, the mortgagor delivers the title document of the property to the 
mortgagee with an intention to create a security thereon. Such mortgage is valid in 
towns of Kolkata, Mumbai and any other town as the State Government may notify 
by publication in Official Gazette 

• Anomalous mortgage -  
Anomalous mortgage is a combination of different types of mortgages. 
 

• Contract of Guarantee and Contract of Indemnity:  

Contract of Indemnity Contract of Guarantee 
There are two parties to the contract i.e 
indemnifier (Promisor) and the Indemnified             
( Promised) 

There are three parties to the contract viz, 
the creditor, principal debtor and the surety 

Liability of the indemnifier to the 
indemnified is primary and independent. 

Liability of the surety to the creditor is 
collateral i.e secondary, the primary liability 
being of the principal debtor. 

There is only one contract in case of contract 
of indemnity i.e between the indemnifier and 
the indemnified. 

There are three contracts in a contract of 
guarantee i.e. between creditor and principal 
debtor, creditor and surety, principal debtor 
and surety. 

The liability of the indemnifier arises only 
on the happening of a contingency. 
 

There is usually an existing debt or duty, the 
performance of which is guaranteed by the 
surety. 

An indemnifier cannot sue a third party for 
loss in his own name as there is no privity of 
contract 

The surety on discharging the debt due by 
the principal debtor steps into the shoes of 
the creditor. He can proceed against the 
principal debtor in his own right. 
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NPA Norms: 

• Non performing asset (NPA) is a loan or an advance where; 

i. interest and/ or instalment of principal remain overdue for a period of more 

than 90 days in respect of a term loan, 

ii. the account remains ‘out of order’, in respect of an Overdraft/Cash Credit 

(OD/CC),    

iii. the bill remains overdue for a period of more than 90 days in the case of 

bills purchased and discounted  

iv. the instalment of principal or interest thereon remains overdue for two crop 

seasons for short duration crops, 

v. the instalment of principal or interest thereon remains overdue for one crop 

season for long duration crops, 

• Banks should, classify an account as NPA only if the interest due and charged during 

any quarter is not serviced fully within 90 days from the end of the quarter. 

• ‘Out of Order’ status 

An account should be treated as 'out of order' if the outstanding balance remains 

continuously in excess of the sanctioned limit/drawing power. In cases where the 

outstanding balance in the principal operating account is less than the sanctioned 

limit/drawing power, but there are no credits continuously for 90 days as on the 

date of Balance Sheet or credits are not enough to cover the interest debited during 

the same period, these accounts should be treated as 'out of order'. 

Asset Classification for Projects under implementation : 

Rates of Provisioning on Standard Assets: 

• Direct advances to agricultural and Small and Micro Enterprises (SMEs) sectors at 

0.25 per cent; 

• All other loans and advances   at 0.40 per cent 

Rates of provisioning for NPAs and Restructured Advances: 

Category of Advances   Revised Rate 
(%)  

Sub- standard Advances 

Secured Exposures   15  

Unsecured Exposures   25  

Unsecured Exposures in respect of Infrastructure loan accounts where 
certain safeguards such as escrow accounts are available.  

 20  

Doubtful Advances – Unsecured Portion   100  

Doubtful Advances – Secured Portion 

For Doubtful upto 1 year   25  
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For Doubtful > 1 year and upto 3 years   40  

For Doubtful > 3 years    100  

Loss Advances   100  

Restructured Infra Structure Project accounts classified as standard advances in the 
first two years from the date of restructuring : 
 
Banks should maintain following provisions on such accounts as long as these are classified 
as standard assets in addition to provision for diminution in fair value: 
 
If the revised DCCO is 
within 
two years from the original 
DCCO prescribed at the 
time 
of financial closure 

0.40 per cent 
 

If the DCCO is extended 
beyond two years and upto 
four years or three years 
from 
the original DCCO, as the 
case may be, depending 
upon the reasons for such 

Project loans restructured with effect from June 1, 2013: 
5.00 per cent – From the date of such restructuring till the 
revised DCCO or 2 years from the date of restructuring, 
whichever is later. 
Stock of project loans classified as restructured as on June 
1, 2013: 
* 3.50 per cent - with effect from March 31, 2014 (spread 
over the four quarters of 2013-14) 
* 4.25 per cent - with effect from March 31, 2015 (spread 
over the four quarters of 2014-15) 
* 5.00 per cent - - with effect from March 31, 2016 (spread 
over the four quarters of 2015-16) 
The above provisions will be applicable from the date of 
restructuring till the revised DCCO or 2 years from the date 
of restructuring, whichever is later. 

 
Note: For the purpose of these guidelines, mere extension of DCCO would not be 

considered as restructuring, if the revised DCCO falls within the period of two years from 

the original DCCO. In such cases the consequential shift in repayment period by equal or 

shorter duration (including the start date and end date of revised repayment schedule) 

than the extension of DCCO would also not be considered as restructuring provided all 

other terms and conditions of the loan remain unchanged. As such project loans will be 

treated as standard assets in all respects, they will attract standard asset provision of 0.40 

per cent. 

  
Projects(other than infrastructure) restructured classified as Standard 
Advances: 

   

 

     
   Banks should maintain following provisions on such accounts as long as these are classified 
as standard  
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   assets apart from provision for diminution in fair value due to  extension of DCCO: 
 
 
If the revised DCCO is within 
one year from the original 
DCCO prescribed at the time 
of financial closure 

0.40 per cent 
 

If the DCCO is extended 
beyond one year and upto two 
years from the original DCCO 
prescribed at the time of 
financial closure 
 

Project loans restructured with effect from June 1, 2013: 
5.00 per cent –From the date of restructuring for 2 years 
Stock of Project loans classified as restructured before June 
01, 2013: 
* 3.50 per cent - with effect from March 31, 2014 (spread 
over the four quarters of 2013-14) 
* 4.25 per cent - with effect from March 31, 2015 (spread 
over the four quarters of 2014-15) 
* 5.00 per cent - with effect from March 31, 2016 (spread 
over the four quarters of 2015-16) 
The above provisions will be applicable from the date of 
restructuring for 2 years. 

  
 
Note: For the purpose of these guidelines, mere extension of DCCO would not be considered 
as restructuring, if the revised DCCO falls within the period of one year from the original 
DCCO. In such cases the consequential shift in repayment period by equal or shorter duration 
(including the start date and end date of revised repayment schedule) than the extension of 
DCCO would also not be considered as  restructuring provided all other terms and conditions 
of the loan remain unchanged. As such project loans will be treated as standard assets in all 
respects, they will attract standard asset provision of 0.4 per cent. 
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Balance Sheet Analysis 

 

Liabilities  Assets 

Capital 

Reserves & Surplus 

Term Liabilities 

Current Liabilities 

Fixed Assets 

Non Current Assets 

Current Assets 

Intangible Assets  

 

Capital                                                                                

• Authorised Capital 

• Issued Capital 

• Subscribed Capital 

• Paid-up Capital  

Reserves 

• Subsidy Received From The Govt  

• Development Rebate reserve 

•  Revaluation Reserves 

•  Share Premium 

•  General Reserves 

Surplus 

• The credit balance in profit and loss account  

Term Liabilities   

• Redeemable preference shares 

• Debentures 

• Deferred payment guarantees  

• Public Deposits(Repayable after 12 months) 

• Term loans and unsecured loans from friends, relatives, directors repayable over a 
period of time 

Current Liabilities   

• Short term bank borrowings 

• Term loans /deferred credit instalment falling due in 12 months  

• Public deposits maturing within 12 months 

• Unsecured loans, unless the repayment is on deferred terms 
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• Sundry creditors 

• Advances from dealers and customers 

• Interest accrued but not paid 

• Tax provisions 

• Dividend declared and payable  

Fixed Assets  

• Land & building 

• Plant & machinery 

• Vehicles 

• Furniture & fixtures  

• Office Equipments 

Investments  

• Shares And Securities 

• Associate Companies 

• Fixed deposits with banks/finance companies 

Non Current Assets  

• Deferred receivables/Overdue receivables (like disputed amounts and Over Due > 6 
months) 

• Non moving stocks/inventory/un usable spares  

• Investment/Lending to associate concern 

• Borrowing of the directors from the company 

• Security deposits etc  

Intangible Assets 

• Preliminary & Preoperative expenses 

• Goodwill 

• Trade mark 

• Patents 

Current  Assets 

• Raw materials, work-in-progress, finished goods, spares and consumables 

• Sundry debtors and recievables  

• Advances paid to suppliers of raw materials 

• Cash and bank balances 

• Interest recievables  

• Other current assets such as Government securities, Bank deposits ..etc 

• Prepaid expenses 
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Notes 

• All expenses or provisions or advances or loans etc which are accrued and payable 
within 12 months are current liabilities  

• When a company makes investments in unconnected avenues such as shares, 
securities, associate concerns are to be treated as Non-Current Assets 

• The slow moving and obsolete inventory  are Non Current assets. 

Profit & Loss Account: 

• It is a summary of revenue earned and expenses incurred which ultimately results in 
profit or loss of to the company  

• No defined format in law 

• Operating revenue = Sales revenue 

• Non-operating revenue = Other income ( out of sale of investments, interest, 
commission and discount etc) 

• Hence operating profit is a yard stick for operating profit of the company 

• Operating profit = Sales Revenue- Operating Cost  

• Gross Sales  

Gross sales includes excise duty to be charged to the customer, central sales tax 
applicable, state sales tax applicable, the discount to be allowed to 
distributors/dealers/customers.  The gross sales appearing in the P&L account 
comprises of all the above part from the basic unit price. 

Net Sales  

The sales figure excluding all the factors explained above are the net sales.  

Cost of production  

• This is the cost incurred right from the procurement of raw material to the  
manufacture of finished goods. 

For example,  in a garment shop following cost is incurred during production 

• cost of raw material cloth, buttons, canvas, hooks, zips etc 

• Maintenance of sewing machines 

• payment of wages to workers 

• power 

•  washing, ironing,packing etc. 

 

Selling And General Administarative Expenses  

• Maintaining office staff for administration etc.  

• Marketing effort 

• Payment of salaries/Travelling  allowancesl to marketing personnel 
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• All the expenses which are not directly connected to manufacturing are classifed as 
selling and/or general expenses  

Cost of goods sold  

• Cost of goods sold includes all manufacturing expenses and the adjustments for 
opening and closing stock of finished goods. 

• Cost of Goods sold = Opening stock + Purchases + Manufacturing expenses - Closing 
stock 

Gross Profit is arrived deducting figure of cost of goods sold from the sales value 

• ie  Gross profit = Sales - Cost of goods sold.  

 

Non Operating Income/Expenses  

• The income earned by the unit from other than manufacturing and selling operations 
is classified under this head . i.e    

 a) Interest earned on fixed deposits 

 b) Dividends and profit earned by sale of assets and share. 

• All those expenses which are not directly connected with operations of the unit are 
classified under this head.   i.e                    

a) Preliminary expenses written off 

 b) Loss suffered due to sale of assets & shares 

 

RATIO ANALYSIS  

LIABILITIES  ASSETS  

NET WORTH/EQUITY/OWNED FUNDS  
Share Capital/Partner’s Capital/Paid up Capital/ 
Owners Funds 
Reserves ( General, Capital, Revaluation & 
Other Reserves)  
Credit Balance in P&L A/c  

FIXED ASSETS : LAND & BUILDING, PLANT 
& 
 MACHINERIES   
Original Value Less  Accumulated Depreciation 
Net Value or Written down value  

  

 
 
 
 

LONG TERM LIABILITIES/BORROWED 
FUNDS  :  Term Loans (Banks &  Financial 
Institutions) 
Debentures/Bonds, Unsecured Loans, Fixed 
Deposits, Other Long Term Liabilities 

NON CURRENT ASSETS  
Investments in non-quoted shares & securities 
Old stocks or old/disputed book debts 
Security Deposits 
Other Misc. assets which are not current or fixed  
in nature  
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CURRENT LIABILTIES  
Short term Bank borrowings such as 
CC/OD/Bills/Export Credit 
Sundry Creditors/Bills Payable, Short duration 
loans or deposits 
Expenses payable & provisions against various 
items  

CURRENT ASSETS : Cash & Bank Balance, 
Marketable/ 
quoted Govt. or other securities, Book Debts/Sundry 
Debtors/Bills Receivables, Stocks & inventories 
(RM,SIP,FG) Stores & Spares, Advance Payment of 
Taxes, Prepaid expenses, Loans and Advances 
recoverable within 12 months  

 

 
INTANGIBLE ASSETS  
Patents & Trade Mark , Goodwill, Debit balance in 
P&L A/c, Preliminary or Preoperative expenses  

 

 

• Liabilities have Credit balance and Assets have Debit balance 

• Current Liabilities are those which have either become due for payment or shall fall 

due for payment within the next 12 months from the date of Balance Sheet 

• Current Assets are those which are convertible into cash within the next 12 months. 

These are also called Working Capital or Gross Working Capital 

 

• Net Worth & Long Term Liabilities are also called Long Term Sources of Funds 

 

• Current Liabilities are known as Short Term Sources of Funds 

 

• Long Term Liabilities & Short Term Liabilities are also called Outside Liabilities 

 

• Current Assets are Short Term Use of Funds 

 

• Net Working Capital= Excess of Long Term Sources of Funds over Long Term Uses 

 

Current Assets :  Raw Material, Stores, Spares, Work-in Progress. Finished Goods, Debtors, 

Bills Receivables, Cash etc. 

 

Current Liabilities :  Sundry Creditors, Installments of Term Loan, DPG etc. payable within 

one year and other liabilities payable within one year. 

 

Current Ratio:  

 

1. Current Ratio is arrived at by dividing the Current Assets by  the Current Liabilities 

 

2. Current Ratio measures short term liquidity of the concern and its ability to meet its 

short term obligations within a time span of a year. 

 

3.  It shows the liquidity position of the enterprise and its ability to meet current 

obligations in time. 
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4. Higher ratio may be good from the point of view of creditors. In the long run very 

high current ratio may affect profitability ( e.g. high inventory carrying cost) 

 

5.  Shows the liquidity at a particular point of time. The position can change 

immediately after that date. So trend of the current ratio over the years  is to be 

analyzed.  

 

6.  Current Ratio is to be studied with the changes of NWC. It is also necessary to look 

at this ratio along with the Debt-Equity ratio. 

 

7. This ratio should be at least 1.33 : 1 to ensure minimum margin of 25% of current 

assets as margin from long term sources.   

 

ACID TEST or QUICK RATIO : It is the ratio between Quick Current Assets and Current 

Liabilities. The should be at least equal to 1. 

 

Quick Current Assets  :  Total Current Assets minus Stock. 

 

Acid Test or Quick Ratio  = Quick Current Assets/Current Liabilities 

 

Example :      

Cash                    50,000 

Debtors                 1,00,000 

Stock                     1,50,000       

 

Current Liabilities          1,00,000 

Total Current Assets     3,00,000 

Current Ratio   = >       3,00,000/1,00,000       =  3 : 1 

Quick Ratio       = >      1,50,000/1,00,000       = 1.5 : 1 

 

DEBT EQUITY RATIO  :  It is the relationship between Outside Debt and Owner’s Capital 

(Equity).  

 

 

Long Term Outside Liabilities / Tangible Net Worth 

    

Tangible Net Worth: 

 

Total of Capital and Reserves & Surplus Less Intangible Assets 

       

For instance, if the Firm is having the following  

Capital                                        = Rs. 200 Lacs         

Free Reserves & Surplus           =  Rs. 300 Lacs  

Total Outside  Liabilities           = Rs. 800 Lacs  
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Debt Equity Ratio will be          = Rs, 800/500   i.e. 1.6 : 1 

 

OPERATING PROFIT RATIO : 

       

• (Operating Profit / Net Sales ) x 100 

• Higher the ratio higher the operational efficiency 

 

NET PROFIT RATIO : 

 

• Net Profit / Net Sales  x 100 

• It measures overall profitability. 

 

 

STOCK/INVENTORY TURNOVER RATIO : 

 

• Average Inventory/Sales x 360    for days  

• Average Inventory  or Stocks  = (Opening Stock + Closing Stock) 

                                                                  -----------------------------------------  

                                                                                           2 

This ratio indicates the number of times the inventory is rotated during the relevant  

accounting period 

          

 

 DEBTORS TURNOVER RATIO :   

 

• This is also called  Debtors Velocity or Average Collection Period or Period of Credit 

allowed to the customers. 

• Average Debtors/Sales  x 365 for days   

• ASSET TRUNOVER RATIO :                      Net Sales/Tangible Assets 

• FIXED ASSET TURNOVER RATIO  :         Net Sales /Fixed Assets 

• CURRENT ASSET TURNOVER RATIO  :   Net Sales / Current Assets  

• CREDITORS TURNOVER RATIO : This is also called Creditors Velocity Ratio, which 

determines the creditor payment period. 

• (Average Creditors/Purchases)x365 for days  (52 for weeks & 12 for months) 

             

              

RETRUN ON ASSETS :       

• Net Profit after Taxes/Total Assets 

          

RETRUN ON CAPITAL EMPLOYED :  

• Net Profit before Interest & Tax /( Average Capital Employed) x 100 

• Average Capital Employed is the average of the equity share capital and long term 

funds provided by the owners and the creditors of the firm at the beginning and end 

of the accounting period. 
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RETRUN ON EQUITY CAPITAL (ROE) :   

• Net Profit after Taxes / Tangible Net Worth 

 

EARNING PER SHARE  :  

 

• EPS indicates the quantum of net profit of the year that would be ranking for 

dividend for each share of the company being held by the equity share holders. 

• Net profit after Taxes and Preference Dividend/ No. of Equity Shares    

    

PRICE EARNING RATIO :  

• PE Ratio indicates the number of times the Earning Per Share is covered by its 

market price. 

• Market Price Per Equity Share/Earning Per Share 

 

DEBT SERVICE COVERAGE RATIO :  

 

• This ratio is one of the most important one which indicates the ability of an 

enterprise to meet its liabilities by way of payment of installments of Term Loans 

and Interest thereon out of the cash accruals and forms the basis for fixation of the 

repayment schedule in respect of the Term Loans raised for a project.  (The Ideal 

DSCR Ratio is considered to be 2 ) 

 

PAT + Depreciation. + Annual Interest on Long Term Loans  

--------------------------------------------------------------------------------- 

Annual interest on Long Term Loans + Annual Installments payable on Long Term 

Loans  

 

Exercise-1 

Liabilities Assets 

Capital 180 Net Fixed Assets 400 

Reserves 20 Inventory 150 

Term Loan 300 Cash 50 

Bank C/C 200 Receivables 150 

Trade Creditors 50 Goodwill 50 

Provisions 50   

a.   Net Worth  : Capital + Reserve =  200 

b.   Tangible Net Worth  is :  Net Worth  -  Goodwill  = 150                    

c.   Outside  Liabilities   :   TL + CC + Creditors + Provisions   = 600          

d.   Net Working Capital  :   LTS-LTU=500-450=50 

e.   Current Ratio :   C A  / C L      =   350 / 300  =  1.17  :  1 

f.   Quick Ratio     :  Quick Assets / C L   =  200/300  =  0.66 :  

Exercise-2 

Liabilities Assets 

Equity Capital 200 Net Fixed Assets 800 

Preference Capital 100 Inventory 300 
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Term Loan 600 Receivables 150 

Bank C/C 400 Investment in  Short 

Term Govt. Securities 

50 

Trade Creditors 100 Preliminary Expenses 100 

 

a. Debt Equity Ratio : 2:1 ( considering only long term debt) 

b. Tangible Net Worth : 200 

c. Total Outside Liabilities/Tangible Net Worth: 11:2 

d. Current Ratio: 1:1 

 

Exercise-3 

Liabilities Assets 

Capital plus Rserves 355 Net Fixed Assets 265 

Surplus in P& L a/c 7 Cash 1 

Loan from SFC 100 Receivables 125 

Bank Overdraft 38 Stock 128 

Creditors 26 Preliminary Expenses 100 

Provision for tax 9 Prepaid expenses 1 

Proposed Dividend 15 Intangible Assets 30 

 

• Current Ratio: 2.89:1 

• Quick Ratio:  1.43:1 

• Debt Equity Ratio: .30:1 

Break Even Analysis: 

• An unit is said to be operating at break even point when there is no loss or no gain. 
• Contribution = Sales- Cost of Sales 
• Fixed Costs are those costs which are not product cost but period cost. 
• At break even point Fixed Cost= Contribution 

                      

                  Contribution 
• PV Ratio= ----------------- 

           Sales 
                     
                Fixed Cost 

• BEP Sales= -------------------- 
                PV Ratio 

Methods of Project Evaluation: 
Different methods of project evaluation include: 
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– Net present value (NPV). 
– Internal rate of return (IRR). 
– Benefit-cost ratio (profitability index). 
– Payback period (PP). 
– Accounting rate of return (ARR). 

Net Present Value (NPV): 
• Difference between the PV of the cash inflow and cash outflow  of an 

investment, discounted at the required rate of return. 
Evaluation of NPV 

• NPV method is consistent with the company’s objective of maximising 
shareholders’ wealth. 

• A project with a positive NPV will leave the company better off than before the 
project and, other things being equal, the market value of the company’s shares 
should increase. 

Decision rule for NPV method:  

• Accept a project if its NPV is positive when the project’s Cash Flows are 
discounted at the required rate of return. 

Internal Rate of Return (IRR) 

• The internal rate of return  (IRR) is the discount rate that equates the PV of a 
project’s cash flows with its initial cash outlay.  

• IRR is the discount rate (or rate of return) at which the net present value is zero. 
• The IRR is compared to the required rate of return (k). 

• If IRR > k, the project should be accepted. 
• Conventional projects have a unique  internal rate of return. 
• Multiple or no internal rates of return can occur for non-conventional projects 

with more than one sign change in the project’s series of cash flows. 
• Thus, care must be taken when using the IRR evaluation technique. 
• Under IRR: Accept the project if it has a unique IRR > the required rate of return. 

Evaluating mutually exclusive projects:  

• NPV and IRR methods can provide a different  
ranking order.  

• The NPV method is the superior method for mutually exclusive projects.  
• Ranking should be based on the magnitude of NPV. 

Benefit-Cost Ratio (Profitability Index):  

• The profitability index  is calculated by dividing the present value of the future cash 
flows by the initial cash outlay:                                       
                                              PV of Cash Flows 

• Benefit Cost Ratio  = ---------------------------------- 
                                                         Initial Cash Outlay 
        Decision rule:  

– Accept if benefit–cost ratio > 1 
– Reject if benefit–cost ratio < 1 
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Other Methods of Project Evaluation: 

• Two major non-discounted cash flow methods that are used: 
– Accounting rate of return method (ARR) 
– Payback period method (PP) 

• These methods are usually employed in conjunction with the discounted cash flow 
methods of project evaluation. 

      Accounting Rate of Return: 

• Earnings (after depreciation and tax) from a project expressed as a percentage of the 
investment outlay. 

• The calculation involves:  

– Estimating the average annual earnings to be generated by the project. 
– Investment outlay (initial or average). 

• Fundamental problems of ARR in project valuation:  

– Arbitrary measure  — based on accounting profit as opposed to cash flows, 
depends on some accounting decisions such as treatment of inventory and 
depreciation. 

– Ignores timing of the earnings stream — no time value of money concepts 
are applied, as equal weight is given to accounting profits in each year of the 
project’s life. 

Payback Period 

• The time it takes for the initial cash outlay on a project to be recovered from the 
project’s after-tax net cash flows. 

• Decision:  

• Payback period is compared to some maximum acceptable payback period. 
• What length of time represents the ‘correct’ payback period as a standard 

against which to measure the acceptability of a particular project? 
• Strengths:  

• It is a simple method to apply. 
• It identifies how long funds are committed to a project. 

• Weaknesses:  

• Inferior to discounted cash flow techniques because it fails to account for the 
magnitude and timing of all the project’s cash flows. 

• Does not consider how profitable a project will be, just how quickly outlay 
will be recovered. 

****************** 
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Features of various Deposit Schemes available to Non-Resident Indians 

(NRIs) 

Particulars Foreign Currency 
(Non-Resident) 
Account (Banks) 
Scheme [FCNR (B) 
Account] 

Non-Resident 
(External) Rupee 
Account Scheme 
[NRE Account] 

Non-Resident 
Ordinary 
Rupee 
Account 
Scheme [NRO 
Account] 

(1) (2) (3) (4) 
Who can 
open an 
account 

NRIs (individuals / 
entities of 
Bangladesh / 
Pakistan nationality 
/ ownership require 
prior approval of 
RBI) 

NRIs (individuals / 
entities of 
Bangladesh / 
Pakistan 
nationality/ownership 
require prior 
approval of RBI) 

Any person 
resident 
outside India 
(other than a 
person resident 
in Nepal and 
Bhutan). 
Individuals / 
entities of 
Pakistan 
nationality / 
ownership, 
entities of 
Bangladesh2 
ownership and 
erstwhile 
Overseas 
Corporate 
Bodies5 require 
prior approval 
of the Reserve 
Bank. 

Joint 
account 

In the names of two 
or more non-resident 
individuals provided 
all the account 
holders are persons 
of Indian nationality 
or origin; 

Resident close 
relative (relative as 
defined in Section 6 
of the Companies 
Act, 1956) on 
‘former or survivor’ 
basis. The resident 

In the names of two 
or more non-resident 
individuals provided 
all the account 
holders are persons 
of Indian nationality 
or origin; 

Resident close 
relative (relative as 
defined in Section 6 
of the Companies 
Act, 1956) on 
‘former or survivor’ 
basis. The resident 

May be held 
jointly with 
residents 
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close relative shall 
be eligible to operate 
the account as a 
Power of Attorney 
holder in accordance 
with extant 
instructions during 
the life time of the 
NRI/ PIO account 
holder. 

close relative shall be 
eligible to operate the 
account as a Power 
of Attorney holder in 
accordance with 
extant instructions 
during the life time 
of the NRI/ PIO 
account holder. 

Nomination Permitted Permitted Permitted 
Currency in 
which 
account is 
denominated 

Any permitted 
currency i.e. a 
foreign currency 
which is freely 
convertible 

Indian Rupees Indian Rupees 

Repatriablity  Repatriable Repatriable Not repatriable 
except for the 
following: 
i) all current 
income and ii) 
up to USD 1 
(one) million 
per financial 
year (April-
March), by A 
NRI/ PIO. 

Typeof 
Account 

Term Deposit only Savings, Current, 
Recurring, Fixed 
Deposit 

Savings, 
Current, 
Recurring, 
Fixed Deposit 

Period for 
fixed 
deposits 

For terms not less 
than 1 year and not 
more than 5 years. 

From one to three 
years, However, 
banks are allowed to 
accept NRE deposits 
above three years 
from their Asset-
Liability point of 
view 

As applicable 
to resident 
accounts. 

Rate of 
Interest 

With effect from 
March 1, 2014 
(i)deposits of 1 year 
to less than 3 year 
maturity, interest 
shall be paid within 
the ceiling rate of 
LIBOR/ SWAP 
rates plus 200 basis 

With effect from 
March 1, 2014, 
interest rates offered 
by banks on NRE 
deposits cannot be 
higher than those 
offered by them on 
comparable domestic 
rupee deposits. 

Banks are free 
to determine 
their interest 
rates on 
savings 
deposits under 
Ordinary Non-
Resident 
(NRO) 
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points; (ii) deposits 
of 3-5 years 
maturity, interest 
shall be paid within 
the ceiling rate of 
LIBOR/ SWAP 
rates plus 300 basis 
points 

On floating rate 
deposits, interest 
shall be paid within 
the ceiling of SWAP 
rates for the 
respective currency 
/maturity plus 200 
bps/ 300 bps as the 
case may be. For 
floating rate 
deposits, the interest 
reset period shall be 
six months. 

Accounts. 
However, 
interest rates 
offered by 
banks on NRO 
deposits cannot 
be higher than 
those offered 
by them on 
comparable 
domestic rupee 
deposits. 

Operations 
by Power of 
Attorney in 
favour of a 
resident by 
the non-
resident 
account 
holder 

Operations in the 
account in terms of 
Power of Attorney is 
restricted to 
withdrawals for 
permissible local 
payments or 
remittance to the 
account holder 
himself through 
normal banking 
channels. 

Operations in the 
account in terms of 
Power of Attorney is 
restricted to 
withdrawals for 
permissible local 
payments or 
remittance to the 
account holder 
himself through 
normal banking 
channels. 

Operations in 
the account in 
terms of Power 
of Attorney is 
restricted to 
withdrawals 
for permissible 
local payments 
in rupees, 
remittance of 
current income 
to the account 
holder outside 
India or 
remittance to 
the account 
holder himself 
through normal 
banking 
channels. 

Remittance to 
the NRI/ PIO 
account holder 
is subject to the 
ceiling of USD 
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1 (one) million 
per financial 
year. 

 
Loans 

   

a. In India    
i) to the 
Account 
holder 

Permitted without 
any ceiling subject 
to usual margin 
requirements. 

Permitted without 
any ceiling subject to 
usual margin 
requirements 

Permitted 
subject to the 
extant rules3 

ii) to Third 
Parties 

Permitted without 
any ceiling subject 
to usual margin 
requirements. 

Permitted without 
any ceiling subject to 
usual margin 
requirements. 

Permitted, 
subject to 
conditions4 

b. Abroad    
i) to the 
Account  
holder 

Permitted without 
any ceiling subject 
to usual margin 
requirement 

Permitted without 
any ceiling subject to 
usual margin 
requirement 

Not Permitted 

ii) to Third 
Parties 

Permitted without 
any ceiling subject 
to usual margin 
requirements. 

Permitted without 
any ceiling subject to 
usual margin 
requirements. 

Not Permitted 

c. Foreign 
Currency 
Loans in 
India 

   

i) to the 
Account 
holder 

Permitted without 
any ceiling subject 
to usual margin 
requirements. 

Permitted without 
any ceiling subject to 
usual margin 
requirements. 

Not Permitted 

ii) to Third 
Parties 

Permitted without 
any ceiling subject 
to usual margin 
requirements 

Permitted without 
any ceiling subject to 
usual margin 
requirements 

Not Permitted 

Purpose of 
Loan 

   

a. In India    
i) to the 
Account 
holder 

i) Personal purposes 
or for carrying on 
business activities * 

ii) Direct investment 
in India on non-
repatriation basis by 
way of contribution 

i) Personal purposes 
or for carrying on 
business activities.* 

ii) Direct investment 
in India on non-
repatriation basis by 
way of contribution 

Personal 
requirement 
and / or 
business 
purpose.* 
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to the capital of 
Indian firms / 
companies 

iii) Acquisition of 
flat / house in India 
for his own 
residential use. 
(Please refer to para 
9 of Schedule 2 to 
FEMA 5). 

to the capital of 
Indian firms / 
companies. 

iii) Acquisition of 
flat / house in India 
for his own 
residential use. 
(Please refer to para 
6(a) of Schedule1 to 
FEMA 5). 

ii) to Third 
Parties 

Fund based and / or 
non-fund based 
facilities for 
personal purposes or 
for carrying on 
business activities *. 
(Please refer to para 
9 of Schedule 2 to 
FEMA 5). 

Fund based and / or 
non-fund based 
facilities for personal 
purposes or for 
carrying on business 
activities *. (Please 
refer to para 6(b) of 
Sch. 1 to FEMA 5) 

Personal 
requirement 
and / or 
business 
purpose * 

b. Abroad 
To the 
account 
holder and 
Third 
Parties 

Fund based and / or 
non-fund based 
facilities for 
bonafide purposes. 

Fund based and / or 
non-fund based 
facilities for bonafide 
purposes. 

Not permitted. 

* The loans cannot be utilised for the purpose of on-lending or for 
carrying on agriculture or plantation activities or for investment in real 
estate business. 

Note : 

a. When a person resident in India leaves India for Nepal and Bhutan for taking up 
employment or for carrying on business or vocation or for any other purpose indicating his 
intention to stay in Nepal and Bhutan for an uncertain period, his existing account will 
continue as a resident account. Such account should not be designated as Non-resident 
(Ordinary) Rupee Account. 

b. Authorised Dealers (ADs) may open and maintain NRE / FCNR (B) Accounts of persons 
resident in Nepal and Bhutan who are citizens of India or of Indian origin, provided the 
funds for opening these accounts are remitted in free foreign exchange. Interest earned in 
NRE / FCNR (B) accounts can be remitted only in Indian rupees to NRIs and PIO resident 
in Nepal and Bhutan. 

c. In terms of Regulation 4(4) of the Notification No.FEMA.5/2000-RB dated May 3, 2000, 
ADs may open and maintain Rupee accounts for a person resident in Nepal and Bhutan. 

d. AD Category – I banks and authorized banks may credit the proceeds of account payee 
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cheques/ demand drafts / bankers' cheques, issued against encashment of foreign currency to 
the NRE account of the NRI account holder where the instruments issued to the NRE 
account holder are supported by encashment certificate issued by AD Category-I / Category-
II. 

e. AD Category – I banks and authorised banks may permit remittance of the maturity 
proceeds of FCNR (B) deposits to third parties outside India, provided the transaction is 
specifically authorised by the account holder and the Authorised Dealer is satisfied about the 
bonafides of the transaction. 

1 NRI means a person resident outside India who is a citizen of India or is a person of Indian 
origin  

2 Authorised banks are permitted to open NRO account of individual/s of Bangladesh 
nationality without the approval of the Reserve Bank subject to conditions.  

3 Subject to usual norms as are applicable to resident accounts, for personal purposes or for 
carrying on business activities except for the purpose of relending or carrying on 
agricultural / plantation activity or for investment in real estate business. 

4 Subject to conditions such as (i) the loans shall be utilised only for meeting borrower's 
personal requirements and/ or business purpose and not for carrying on agricultural/ 
plantation activities or real estate business, or for relending, (ii) Regulations relating to 
margin and rate of interest as stipulated by the Reserve Bank from time to time shall be 
complied with and (iii) The usual norms and considerations as applicable in the case of 
advances to trade/industry shall be applicable for such loans/ facilities. 

5 Overseas Corporate Body (OCB) means a company, partnership firm, society and other 
corporate body owned directly or indirectly to the extent of at least sixty per cent by Non-
Resident Indians and includes overseas trust in which not less than sixty percent beneficial 
interest is held by Non-resident Indians directly or indirectly but irrevocably, which was in 
existence as on September 16, 2003 and was eligible to undertake transactions pursuant to 
the general permission granted under Foreign Exchange Management Regulations 

 
  

Facilities available to NRIs/PIO 

Investment facilities for NRIs: 

NRI may, without limit, purchase on repatriation basis: 

• Government dated securities / Treasury bills 
• Units of domestic mutual funds. 
• Bonds issued by a public sector undertaking (PSU) in India. 
• Non-convertible debentures of a company incorporated in India. 
• Perpetual debt instruments and debt capital instruments issued by banks in India. 



 
 

 

 

 

137 

• Shares in Public Sector Enterprises being dis-invested by the Government of India, 
provided the purchase is in accordance with the terms and conditions stipulated in the 
notice inviting bids. 

• Shares and convertible debentures of Indian companies under the FDI scheme 
(including automatic route & FIPB), subject to the terms and conditions specified in 
Schedule 1 to the FEMA Notification No. 20/2000- RB dated May 3, 2000, as 
amended from time to time. 

• Shares and convertible debentures of Indian companies through stock exchange under 
Portfolio Investment Scheme, subject to the terms and conditions specified in 
Schedule 3 to the FEMA Notification No. 20/2000- RB dated May 3, 2000, as 
amended from time to time. 

NRI may, without limit, purchase on non-repatriation basis : 

• Government dated securities / Treasury bills 
• Units of domestic mutual funds 
• Units of Money Market Mutual Funds 
• National Plan/Savings Certificates 
• Non-convertible debentures of a company incorporated in India 
• Shares and convertible debentures of Indian companies through stock exchange under 

Portfolio Investment Scheme, subject to the terms and conditions specified in 
Schedules 3 and 4 to the FEMA Notification No. 20/2000- RB dated May 3, 2000, as 
amended from time to time. 

• Exchange traded derivative contracts approved by the SEBI, from time to time, out of 
INR funds held in India on non-repatriable basis, subject to the limits prescribed by 
the SEBI. 

Note : NRIs are not permitted to invest in small savings or Public Provident 
Fund (PPF). 

Investment in Immovable Property: 

• NRI / PIO may acquire/transfer immovable property in India other than agricultural 
land/ plantation property or a farm house out of repatriable and / or non-repatriable 
funds. 

• Foreign national of non Indian origin resident outside India shall not acquire/transfer 
any immovable property in India other than on lease not exceeding five years, without 
prior approval of Reserve Bank of India. 

• The payment of purchase price, if any, should be made out of 
� funds received in India through normal banking channels by way of 

inward remittance from any place outside India or 
� funds held in any non-resident account maintained in accordance with 

the provisions of the Act and the regulations made by the Reserve 
Bank. 

Note : No payment of purchase price for acquisition of immovable property shall be 
made either by traveller’s cheque or by foreign currency notes or by other mode other 
than those specifically permitted as above. 
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• NRI may acquire any immovable property in India other than agricultural land / farm 
house plantation property, by way of gift from a person resident in India or from a 
person resident outside India who is a citizen of India or from a person of Indian 
origin resident outside India 

• NRI may acquire any immovable property in India by way of inheritance from a 
person resident outside India who had acquired such property in accordance with the 
provisions of the foreign exchange law in force at the time of acquisition by him or 
the provisions of these Regulations or from a person resident in India 

• An NRI may transfer any immovable property in India to a person resident in India. 
• NRI may transfer any immovable property other than agricultural or plantation 

property or farm house to a person resident outside India who is a citizen of India or 
to a person of Indian origin resident outside India. 

• In respect of such investments, NRIs are eligible to repatriate: 
• The sale proceeds of immovable property in India if the property was acquired out of 

foreign exchange sources i.e. remitted through normal banking channels / by debit to 
NRE / FCNR (B) account. 

• The amount to be repatriated should not exceed the amount paid for the property in 
foreign exchange received through normal banking channel or by debit to NRE 
account (foreign currency equivalent, as on the date of payment) or debit to FCNR 
(B) account. 

• In the event of sale of immovable property, other than agricultural land / farm house / 
plantation property in India, by a person resident outside India who is a citizen of 
India / PIO, the repatriation of sale proceeds is restricted to not more than two 
residential properties subject to certain conditions. 

• If the property was acquired out of Rupee sources, NRI or PIO may remit an amount 
up to USD one million per financial year out of the balances held in the NRO account 
(inclusive of sale proceeds of assets acquired by way of inheritance or settlement), for 
all the bonafide purposes to the satisfaction of the Authorized Dealer bank and subject 
to tax compliance. 

• Refund of (a) application / earnest money / purchase consideration made by house-
building agencies/seller on account of non-allotment of flats / plots and (b) 
cancellation of booking/deals for purchase of residential/commercial properties, 
together with interest, net of taxes, provided original payment is made out of 
NRE/FCNR (B) account/inward remittances. 

Repayment of Housing Loan of NRI / PIOs by close relatives of the borrower in India 

• Housing Loan in rupees availed of by NRIs/ PIOs from ADs / Housing Financial 
Institutions in India can be repaid by the close relatives in India of the borrower. 

Facilities to returning NRIs/PIOs: 

• Returning NRIs/PIOs may continue to hold, own, transfer or invest in foreign 
currency, foreign security or any immovable property situated outside India, if such 
currency, security or property was acquired, held or owned when resident outside 
India 

• The income and sale proceeds of assets held abroad need not be repatriated. 
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Foreign Currency Account 

• A person resident in India who has gone abroad for studies or who is on a visit to a 
foreign country may open, hold and maintain a Foreign Currency Account with a 
bank outside India during his stay outside India, provided that on his return to India, 
the balance in the account is repatriated to India. However, short visits to India by the 
student who has gone abroad for studies, before completion of his studies, shall not be 
treated as his return to India. 

• A person resident in India who has gone out of India to participate in an 
exhibition/trade fair outside India may open, hold and maintain a Foreign Currency 
Account with a bank outside India for crediting the sale proceeds of goods on display 
in the exhibition/trade fair. However, the balance in the account should be repatriated 
to India through normal banking channels within a period of one month from the date 
of closure of the exhibition/trade fair. 

Resident Foreign Currency Account 

• A person resident in India may open, hold and maintain with an authorised dealer in 
India a Resident Foreign Currency (RFC) Account. 

• Proceeds of assets held outside India at the time of return can be credited to RFC 
account. 

• The funds in RFC accounts are free from all restrictions regarding utilisation of 
foreign currency balances including any restriction on investment in any form outside 
India. 

• RFC accounts can be maintained in the form of current or savings or term deposit 
accounts, where the account holder is an individual and in the form of current or term 
deposits in all other cases.RFC accounts are permitted to be held jointly with a 
resident close relative(s) as defined in the Companies Act, 1956 as joint holder (s) in 
their RFC bank account on ‘former or survivor basis’. However, such resident Indian 
close relative, now being made eligible to become joint account holder shall not be 
eligible to operate the account during the life time of the resident account holder. 

 

********** 
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Important Provisions of Bank’s Loan Policy: 

Prudential Exposure Ceiling(Regulatory): 

• Single Borrower: 15%of Capital Funds  . Additional 5% for infrastructure  lending  

• Group Borrower: 40%of Capital Funds. Additional 10% for  infrastructure  lending 

• Single Borrower Oil Cos. who have been issued non-SLR oil bonds by GOI : 25% 
Capital Funds 

Capital Fund : Tier I + Tier II Capital as of last 31st March  

Some Exemptions  to Exposure Ceiling are in force . These are: 

• Limit allocated directly by RBI for food credit 

• Existing/additional credit facilities( including funding of interest and irregularities) 
granted to weak/sick industrial units under rehabilitation package. 

• Exposures where principal and interest are fully guaranteed by Govt. of India. 

• Loans and advances granted against bank’s own fixed deposits. 

• Exposure assumed  by the bank on NABARD. 

A) Single Borrower/Group Borrower Exposure Ceiling ( linked to Bank’s Tier-1 
Capital) 

The exposure ceiling on single or group of concerned borrower for the FY 2016-17 shall be 
based on internal rating of the borrower entity as given below: 

1) Single Borrower Exposure ceiling 

a) Central PSUs ( irrespective of 
internal rating) 

Rs.1877 cr.(non-infrastructure) 

Rs.2503 cr.( infrastructure) 

b) All other borrowers ( as per 
internal rating) 

 

UCO 1  rated Rs.1090 cr. 

UCO 2 & 3 rated Rs.  892cr. 

UCO 4 rated Rs.  694 cr. 

Below UCO 4 rated Rs.  495 cr. 

2) Group Borrower( irrespective Rs. 2181 cr 



 
 

 

 

 

141 

of internal rating) 

Note: 

1) MCB may permit exposure as under for which reasons shall be recorded 

 Non- infrastructure Infrastructure 

Single Borrower irrespective 
of rating 

Rs.1877 cr. Rs.2503 cr. 

Group Borrower Rs.5006 cr Rs.6257 cr. 

 

2) In exceptional circumstances, the Board of Directors may approve additional 
exposure of 5% of Capital Fund on Single Borrower/ Group Borrower subject to the 
condition that borrower consenting to the Bank for making appropriate disclosures in 
Bank’s Annual Reports. 

3) The above exposure ceiling will be applicable in case of fresh exposure 

4) For PSUs, only single borrower exposure ceiling will be applicable 

5) For a/cs. Guaranteed by Central & State Govt., exposure ceiling shall be as applicable 
to Central PSUs 

B) Residuary Non-Banking Companies(RNBCs) Non-Banking Financial Companies 

( NBFC) Exposure Ceiling: 

The exposure ceiling for the Fy 2016-17 is as under: 

Type of NBFC Exposure ceiling 

RNBCs- Single Borrower Rs.992 cr. or RNBC’s Net Owned 
Funds whichever is lower. 

All other NBFC- Single Borrower Rs.992 cr. 

Group of connected NBFCs or group of connected 
counterparties having NBFCs in the group 

Rs.2181 cr. 

NB: 

1) MCB may permit  following exposure in case of NBFCs-single borrower &. NBFCs- 
group borrower for which reasons shall be recorded. 

 Non-infrastructure Infrastructure 
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Single Borrower Non AFC/IFC- Rs.1251 cr. 

        AFC/IFC- Rs.1877 cr. 

Non AFC/IFC- Rs.1877 cr. 

        AFC/IFC- Rs.2503 cr. 

 

C) Capital Market Exposure Ceiling: 

The exposure ceiling to different segments of capital market for FY 2016-17 is as under: 

Particulars Exposure Ceiling 

1.Total Capital Market Exposure( FB+NFB) Rs. 2603 cr 

a) Capital market Investments including 
equity oriented Mutual Funds 

Rs. 1282 cr. 

b) Exposure to Stock Brokers and 
Market makers 

Rs.416 cr. 

c) Exposure to single Stock Broking 
entity including its associates/ 
interconnected companies 

Rs.297 cr. 

2.Cross holding of capital among Banks/    
   financial Institutions 

Rs.1251 cr. 

 

D) Exposure ceiling based on constitution of the borrower: 

The exposure ceiling based on  constitution of the borrower for the FY 2016-17 is as 
under: 

Borrower’s constitution Exposure ceiling 

Individual/ Group of individuals Rs. 25 cr 

Hindu Undivided Family (HUF) Rs. 25 cr 

Sole Proprietorship Concerns Rs. 60 cr 

Partnership Concerns Rs. 60 cr 

Co-operative Society Rs.100 cr 

Limited Liability Partnership Firm(LLP) Rs.  50 cr. 

Note: 

In case of Private Ltd. Companies, exposure ceiling shall be based on the internal rating of 
the borrower as mentioned in case of Single Borrower above. 

Unsecured Exposure: 
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• Includes all funded and non-funded exposure with tangible security coverage of not 
more than 10% of the outstanding advances. 

• Security means tangible security-will not include intangible securities like guarantees, 
comfort letters etc.  

• Bank will restrict its unsecured exposure at 25% of the total outstanding advances. 

Industry/Sectoral Exposure 
 
In order to avoid credit concentration in any industry/sector,  exposure ceiling on different 
industry /sectoris is fixed  taking into consideration following parameters: 

• Banking Sector Advances to different sectors/industries vis-à-vis our bank‘s Exposure 
to different sectors/industries. 

• Compounded annual Growth Rate (CAGR) for last 3 years and Annual Growth Rate 
(AGR) of our Bank‘s Exposure to each industry. 

• Compounded Annual Growth Rate (CAGR) for last 3 years and Annual Growth Rate 
(AGR) of Bank‘s outstanding advances to each industry. 

• Level of Non-Performing Assets (NPA) in each industry/sector of our Bank. 
• Economic growth/Industry outlook for the current year-Expected GDP growth. 
• Relevant RBI guidelines regarding Prudential Exposure Norms, wherever applicable. 
• Total Credit exposure would mean aggregate of limits sanctioned, both fund based 

and non-fund based. 
• Industry-wise exposure ceiling would be applicable for exposures of Rs 25 lac and 

above 
• The exposure ceilings would be reviewed as on 31st March every year. 

Command Area: 

For Rural branches: 

• One of the contact points with the borrower i.e either the factory/business premises or 
residence to be within 30Km radius. However, in case of govt. sponsored schemes, 
wherever service area has been defined, the command area shall also include service 
area. 

For Semi-urban,Urban & Metro branches: 

• Command area would be city limits within which factory/business premises/residence 
of the borrower should be located. 

• Acceptance of collateral security situated anywhere in India is permitted only after 
verification of the security/title deeds etc. by the nearest branch. 

• Proposals falling under sanctioning powers of ZLCC & above including FC 
Branches are exempt from these provisions. 
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CREDIT APPROVAL COMMITTEES   

In terms of guidelines advised by Government of India, Credit Approval Committees are 
constituted at different levels namely BLCAC at Head office, CLCAC at Circle Office, and 
ZLCAC at Zonal Office. Now two additional Credit Approval Committees at Head office 
level have been formed  in addition to BLCAC. The BLCAC had become functional from 1st 
April 2012, the ZLCC and CLCC became operational from 21st may 2012. HLCAC-1 & 
HLCAC-2 has become operational from 30.12.2015  

Present Credit Approval Committees of the Bank are as under:  

a) Board Level Credit Approval Committee (BLCAC) –headed by MD & CEO.  
b) Head Office Level Credit Approval Committee-1 (HLCAC-1) –headed by ED.  
c) Head Office Level Credit Approval Committee-2 (HLCAC-2) –headed by GM.  
d) Circle Office Level Credit Approval Committee (CLCC).  
e) Zonal Office Level Credit Approval Committee (ZLCC). 

• The committee (BLCAC) shall exercise the powers of the Board with regard to credit 
proposals which exceed the power delegated to the Head Office Level Credit 
Approval Committee-1(HLCAC-1).  

• The Credit proposals which exceed powers of BLCAC shall be considered by the 
Management Committee of the Board.  

• The committee (BLCAC) shall also exercise the power of the Board with regard to 
compromise/ write off proposals which exceed the power delegated to the Head 
Office Level Credit Approval Committee- 1(HLCAC-1).  

• Compromise / write off proposals which exceed powers of BLCAC shall be 
considered by the Management Committee of the Board. 

Credit Information Report  

• Credit information reports available from CRIF High Mark Credit Information 
Services Pvt. Ltd. (CRIF High Mark)  are also to be used in addition to usage of 
CIBIL report. Accordingly, branches / offices shall be pulling Credit Information 
Report (CIR) from CIBIL and CRIF High Mark based on the amount of credit limit as 
given below: 

• Upto Rs 15.00 Lac Solely from CRIF High Mark 
• Above Rs 15.00 Lac upto Rs 5.00 crore Solely from CIBIL* 
• Above Rs 5.00 Crore Both CIBIL and CRIF High Mark 
• In case of Home Loans branches are required to pull Credit Information Report from 

both CRIF High Mark and CIBIL. 
• Credit Information Report (CIR) is required to be pulled out at the time of each of th 

following events/ stages: 
• Before sanction of new loan proposal; 
• At the time of review / renewal of the advance account; 
• Wherever need is felt, other than above. 
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Entry Norms:  

Branches and offices will therefore consider the fresh proposals or fresh entry into the 
consortium in respect of accounts, which is having minimum investment grade internal credit 
rating as under: 

Asset classification Standard 

Investment Grade 
rating 

Not below UCO 5 

 

Exceptions  

I. In case the borrower Company or its key Promoter Company is having 
external rating of BB- and above , the proposal can be considered for 
sanction by all the sanctioning authorities upto their sanctioning power 
irrespective of internal rating.  

II.  Proposals from the borrowers, having Internal rating below UCO5, which is 
also having external rating below BB-/ or having no external rating, will 
be considered for sanction as under:- 

Proposal falling under the sanctioning 
power of 

Competent Authority 

Branches/ZLCC/CLCC Next sanctioning Authority 

HLCAC-II/HLCAC-I/BLCAC/MCB Respective sanctioning Authority 

• Justification for acceptance of such proposal to be recorded in the process note.  

• Above provisions will not be applicable to existing accounts and takeover accounts.  

• Clearance from the respective New Business Committee shall be obtained, wherever 
required.  

• New Proposals will continue to be assessed on the basis of prescribed norms on 
financial indicators, future potential of the industry and the group to which it belongs, 
satisfactory market report etc 

Borrower Standard: 

Working Capital finance:  

• Current ratio of 1.33:1 for WCL > Rs.5 crore 

• Current ratio of 1.17:1 for WCL upto  Rs.5 crore 
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• Current ratio of 1:1  for Sugar & Tea  Industries during peak season 

• TOL/TNW : < 4:1, for SME/Capital Intensive manufacturing Industries :- upto 6:1 on 
case-to case basis. 

• Certain relaxations in the benchmark by respective sanctioning authority are 
permitted. 

Term Loans/Project Finance: 

• Promoter’s contribution should normally be 25% or more 
• Term Debt Equity ratio : Upto 3:1, for SME & Capital intensive manufacturing 

industries:-upto 4:1 
• Debt Service Coverage Ratio : Net DSCR i.e exclusive of interest payable- 2:1 , Min. 

average gross DSCR-1.5:1 For Capital Intensive projects/infrastructure projects:-upto 
1.2:1. Where repayment is assured by annuity payment from Govt.Departments/Lease 
rentals DSCR upto 1.3:1 may be considered. 

 

Collateral Security norms for advances(other than export) to traders  not covered under 
“UCO Trader” Scheme: 

Credit facilities (FB+NFB) Collateral security norm 
For proposals upto Rs 5.00 Crore The same shall be in line with UCO Trader 

Scheme. 
For Proposals beyond Rs 5.00 Crore The proposal shall be sanctioned by ZLCC and the 

extent of collateral security to be decided by 
ZLCC. No such proposal shall be sanctioned by 
Branch Head even if it falls within his powers. 

For Proposals beyond the sanctioning 
power of ZLCC 

The proposal shall be sanctioned by respective 
sanctioning authority and the extent of collateral 
security shall be decided by the respective 
sanctioning authority. 

For proposals under Consortium / Joint 
lending arrangements 

Level of collateral security as decided by 
consortium / joint lending bankers.. 

Non-fund based credit facilities No minimum margin stipulation for the sanction 
by CLCC & above committees i.e. Margin shall 
be decided by the respective sanctioning authority 
at the level of CLCC & above committees. 2. 
ZLCC can sanction with minimum margin of 
10%. 3. Branch Managers can sanction LC & BG 
with following minimum margin stipulations: 
 
Nature of facility Min Margin 
LC(DP)/Performance 
Guarantee 

10% 

LC(DA) / Financial 
Guarantee 

20% 
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Authority for relaxing collateral security shall be as under: 

Amount Proposal 
Upto Rs.5 crore ZLCC 
For Proposals beyond Rs.5 Cr, the extent of collateral security to be decided by ZLCC and 
above committees, hence no Authority for relaxing collateral security norm is proposed 

 

Guarantee Standard: 

• Corporate Guarantee shall be registered with ROC. However, sanctioning authority 
may waive this requirement on case-to case basis on merit. 

Adhoc facilities: 

• Proposal for adhoc facility would be considered only when the sanctioning authority 
is satisfied that the facility would surely be used for the purpose mentioned. 

• Branches headed by lower than Scale-IV officer would not have any power to 
sanction adhoc facility. 

• BLCAC can sanction adhoc facility to MCB sanctioned accounts with reporting to 
MCB. 

• Adhoc facility shall be restricted to 25% of the regular sanctioned limits. 

• Adhoc facility would carry 2% higher rate of interest than that on the regular limit. 

• Maximum tenor of adhoc facility shall be three months. 

NBC Clearance: 

Clearance from NBC at appropriate level is required for 

• All credit proposals of new units/existing units diversifying into new line of business 
with proposed exposures more than Rs.5 crore 

•  for Priority Sector Advances and more than Rs.1 crores for Non Priority Sector 
Advances 

• All accounts proposed to be taken over from other banks/financial institutions ( except 
UCO Home loan). 

• No NBC clearance is required for schematic lending. 

 

• NBC Clearance for Proposals other than take over cases:  
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Proposed exposure – 
 more than Rs.5 crore to Rs. 20 crores for 
Priority Sector Advances? and 
 more than Rs.1 crores to Rs. 20 crores for 
Non Priority Sector? Advances 

Clearance By ZLNBC 

Proposed exposure more than Rs.20 crores 
and up to Rs.40 crores 

Clearance By CLNBC 

Proposed exposure more than Rs.40 crores Clearance By BLNBC 

 

NBC Clearance for proposals for take over:  

Proposal upto Rs.1 Crore  Clearance By ZLNBC 

Proposal > Rs.1 Crore & upto Rs 5 Crore Clearance By CLNBC 

Proposal > Rs.5Crore  Clearance By BLNBC 

Note:  

(a) Takeover norms will not be applicable to borrowers who left our Bank during last 3 years 
and are now willing to bank with us and they are to be dealt with the norms applicable to 
existing borrowers. All other accounts proposed to be taken over from other banks/ financial 
institutions have to be cleared by the New Business Committee at appropriate levels as stated 
above.  

(b) The NBC proposal should essentially contain a copy of the sanction advice from the 
existing banker for the account, proposed to be taken over.No cases (except under schematic 
retail lending) from banks where any of the EDs or CMD has worked earlier shall be taken 
over. However, in case such proposal needs to be taken over, the same shall have to be put up 
before the BOARD with justification. 

Prior Clearances for taking exposure to certain restricted sectors: 

Educational Institute: 

Exposure Clearance 
by 

Collateral 
relaxation 

Authority to 
relax 
collateral 

Upto Rs.1 crore not required   

> Rs 1 crore Upto Rs.2.5 
crore 

ZLNBC Upto Rs.5 crore CLNBC 

>Rs.2,5 crore to Rs.5 
crore 

CLNBC 

Collateral 
security to the 
extent of 50% 
of the loan 
amount to be 
obtained. 

>Rs.5 crore BLNBC 
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>Rs.5 crore BLNBC 

Note: 
In case of Loan to Educational Institutions upto Rs.1.00 crore, no prior clearance is required 
provided minimum 50% collateral security is obtained. In case such loan is sanctioned for 
bus transport or for purchasing equipment for school, collateral security will not be required 
if CGTSME cover is obtained and fees collection account is maintained with the bank. 

 

Hospitals: 

Exposure Clearance by Collateral 
relaxation 

Authority 
to relax 
collateral 

Upto Rs.1 crore Not required. 
CGTMSE 
cover is 
mandatory 

CGTMSE cover to be 
obtained in all cases upto 
Rs.1 crore invariably. In all 
other cases, collateral 
security to the extent of 50% 
of the loan amount to be 
obtained 

Upto Rs.20 
crore 

CLNBC 

>Rs.1crore to 
Rs.5 crore 

ZLNBC  

>Rs.5 crore to 
Rs.20 crore 

CLNBC  

>Rs.20 crore BLNBC  

>Rs.20 core BLNBC 

 

Holiday Resort/Lodging/Private Clubs/Community or Marriage Halls/ Cinema & 
Theatres: 

Exposure Clearance by 

Upto Rs.1 crore Not required. CGTMSE cover is 
mandatory 

CGTMSE cover to be 
obtained in all cases upto 
Rs.1 crore invariably.  

>Rs.1crore to Rs.5 crore ZLNBC  

>Rs.5 crore to Rs.20 
crore 

CLNBC  

>Rs.20 crore BLNBC  

 

Fertiliser,Sugar,Jute, Polymer,HDPE woven Sacks units/Capital Market except 
Stock/Share Brokers: 
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Exposure Clearance by 

Upto Rs.5crore CLNBC 

>Rs.5crore  BLNBC 

• In case of Consortium, decision may 
be taken by the appropriate 
sanctioning authority as per delegated 
powers. No prior clearance required 
from higher level NBC 

• Loans to Khandsari units classified 
under SME & trading of fertilizers & 
sugar will not come under restricted 
sector. 

 

Proposals for securitization of rent receivables 

(a) Loans extended against the security of future rent receivables (UCO Rent Scheme) where 
lease rental agreement has a lock-in-period not shorter than the tenor of the loan and there is 
no clause which allows a downward revision in the rentals are not to be classified as 
Commercial Real Estate in terms of RBI guidelines. In all such cases, no prior clearance is 
required and decision may be taken by the appropriate sanctioning authority / committee as 
per delegated lending powers. 

(b) In case the proposal comes under Commercial Real Estate as per RBI guidelines, prior 
clearance to be obtained from BLNBC 

Prior Clearance from BLNBC required for exposre to: 

• Civil aviation, Infrastructure,Commercial Real Estate, Steel Re-rolling Mills, Mini 
Steel Plants,Mini Cement Units, Paper Mills ,Proposals for Financing of Asset Pools 

Note: In case of loans to Residential Housing Project,prior clearance to be obtained from 

a) CLNBC for proposals upto Rs.5 crore 

b) BLNBC for proposals above Rs.5 crore 

• IT & Software, SIDCs/SFCs, Capital Market- Stocks/Share Brokers, Lottery Agents 
without 100% cash/FD margin, Rigs for digging well. 

      Note: Sanctioning authority for such proposals shall be ZLCC & above as per delegated        
powers. 

• Film Industry, Indian Joint Ventures/Wholly owned subsidiaries 

      Note:  

a) Sanctioning authority for such proposals shall be ZLCC & above as per delegated        
powers. 

b) Annual exposure limit of Rs.100 crore fixed for each of these two sectors. 

• NBFC proposals within  the powers of ZLCC.  
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Clearance from CLNBC is required. 

For proposals beyond the powers of ZLCC clearance to be obtained from BLNBC. 

• Exposure to Gems & Jewellery Industry 
• Any fresh exposure in the sector upto Rs.5.00 crore has to be secured by 100% 

collateral. 
• Fresh exposure in the sector for more than Rs.5.00 crore and upto Rs.40.00 

crore will require prior clearance from CLNBC which will decide on the level 
of collateral security on case to case basis on merit. 

• Fresh exposure in this sector for more than Rs.40.00 crore will require prior 
clearance from BLNBC which will decide on the level of collateral security 
on case to case basis on merit. 

• Any proposal received from Industry/ sector where Banking Industry level NPA 
is more than 5% shall be sanctioned by next higher authority under whose 
jurisdiction it falls. 

→ The above guidelines shall be applicable up to CLCC level only and BLCAC 
shall sanction proposals within its delegated lending powers even under such 
sectors. 

→ Proposals under Micro & Small industries for exposure up to Rs.One crore shall 
be outside the purview of these guidelines and will be sanctioned by the 
respective authority under whose jurisdiction it falls. 

 

Section 20(1) of Banking Regulation Act 1949 lays down restrictions on loans and 
advances to the directors and the concerns in which they hold substantial interest. 
Accordingly, the proposals should be sent to the Secretary to Board, for necessary 
clearance before taking up the proposal.  Such proposals have a reporting/clearance 
requirement either from Reserve Bank of India or from Board of Directors. The bank 
will ensure compliance with the guidelines issued by RBI from time to time in this 
regard. 

Loans & advances to Relatives of directors/Lending to directors and their relatives 
on reciprocal basis:  

The proposal shall be dealt with in the following manner: 

(i) Loans and advances aggregating Rs.25 lacs & above to Directors including CMD of 
other banks, relative of Bank’s own CMD or other Directors, Relatives of CMD or 
other Directors of other banks etc. are to be sanctioned by the MCB. 

The proposal for credit facility for an amount aggregating less than Rs.25 lacs to the 
above types of borrowers may be sanctioned by the appropriate authority under their 
delegated power but the same will be reported to the MCB. 

Valuation of land and Building 

Where the valuation of property as a whole exceeds Rs.100 lacs, confirmation of a 
second valuer is required to be obtained. 
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Uniform Interest Clause in Sanction Advices and in Loan Documents  

Sanction advice and the relative loan documents to contain a uniform interest rate 
clause as under depending on the rate of interest approved by the bank: 

(a)  Fixed rate without reset: 

 “Interest shall be charged at ______ % p.a. (Fixed) with monthly rest.” 

(b)  Fixed rate with reset clause: 

 “Interest shall be charged at ______ % p.a. (Fixed) with monthly rest. Interest to be reset 
after _____ year(s) at mutually agreed terms”. 

(c)  Floating rate without reset: 

 “Interest shall be charged at MCLR + ______ % (spread), presently being ______ % p.a., 
with monthly rest. Effective rate of interest shall go on changing with changes in Base rate.” 

(d)  Floating rate with reset clause: 

 “Interest shall be charged at MCLR + ______ % (spread), presently being ______ % p.a., 
with monthly rest. Effective rate of interest shall go on changing with changes in Base rate 
and Spread shall be reset after _____ year(s).” 

Concessionary Rate of Interest 

A. In case of general loans & advances: 

i) ZLCC shall have discretion to allow concession in rate of interest up to a maximum of 
0.50% in the applicable rate of interest in respect of credit proposals falling upto the 
lending power of ZLCC and having credit rating UCO 4 and better rating.  

ii)  CLCC shall have discretion to allow concession in rate of interest up to a maximum of 
1.00% in the applicable rate of interest in respect of credit proposals falling within 
lending power of CLCC and having credit rating UCO 4 and better rating.  

However for both the cases mentioned in (i) & (ii) above, the final ROI after the 
concession shall not fall below MCLR + 1.00%. 

iii)  HLCAC-2 may permit max. concession upto 1.5% for proposals with UCO 5 and 
better rating 

HLCAC-1 may permit max. concession upto 2% for proposals with UCO 5 and better 
rating 

However, final ROI after concession shall  not fall below MCLR+1% 

iv) Concession beyond 1.00% shall be under the authority of BLCAC.  

However, the final rate of interest after the concession shall not be below MCLR. 

B. In case of  Advances against Bank’s Term Deposits: 



 
 

 

 

 

153 

C. ZLCC and above committee may exercise discretionary powers for allowing concession 

D. up to percentage stated below: 

Authority 
level 

Power for allowing concession 

 Advances to the Deposit holder Advances against 3rd party FDR 

ZLCC 0.50% 0.25% 

CLCC 1.00% 0.50% 

>1.00% >0.50% HLCAC-2 

However, the final ROI after the 
concession shall not fall below 
Deposit Rate + 0.50%. 

BLCAC may allow ROI on loans 
upto Deposit Rate 

.However, the final ROI after the 
concession shall not fall below 
MCLR for one year 

 

 

In case of Schematic loans: 

Only BLCAC shall have the power to allow concession in ROI in Schematic lending except 
where the scheme does not specifically provides for the same. However, the final ROI after 
the concession shall not be below MCLR for one year.  

Recovery of processing Charges: 

• In all cases of new accounts with exposure of Rs.10 lacs and above, 25% of the 
applicable processing charges would be recovered before handing over the 
sanction to the borrower. 

• Remaining 75% of the processing charges are to be recovered before 
disbursement of loan or release of limit. 

• 25% of the applicable processing charges so recovered, while handing over of 
the Sanction, shall not be refunded if disbursement or release of limits does not 
take place 

 

Proposals prohibited 

• Loans & advances for speculative purposes 
• Proposals from defaulters of our Bank (excluding exempted categories) 
• Loans & advances to borrowers dealing in sensitive commodities 
• Loans against commodities, possession/production of which are prohibited by the law 

of the land 
• Sanction of fresh loans to clear NPA accounts in the group/associates 
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• Loans and advances against company shares to promoters of such companies 
• Purchase & discounting of accommodation bills 
• Loans and advances to industries consuming/producing ODS(Ozone Depleting 

substance) 
• Proposals not cleared by Pollution Control Board. 
• Proposals from Companies/Borrowers who appear in defaulter/suit filed list 

published. by RBI and who appear in ECGC caution list for exporters. Exception in 
this regard may be made by BLCAC if the Bank is satisfied that they are not willful 
defaulters and satisfactory explanation is available for being a defaulter. 

 
 
 
 
Enhanced Rating Models: 

 
The Bank currently uses seven rating grades i.e. A++, A+, A, B+, B, B- & C. The same 
principle is used in the Enhanced rating models, but with new nomenclature viz. UCO 
1, UCO 2, UCO 3,UCO 4, UCO 5, UCO 6 and UCO 7. The rating scale and new 
nomenclature will be as under: 
 

Weighted Score Existing 
Rating 

Rating as per Enhanced 
credit rating models 

 
>=90 A++ UCO 1 
>=80 < 90 A+ UCO 2 
>=70 < 80 A UCO 3 

>=60 < 70 B+ UCO 4 
>=50 < 60 B UCO 5 
>=40 < 50 B- UCO 6 
>=30 < 40 C UCO 7 

 
→ In Greenfield Project/ Accounts, the rating grade will vary from UCO 2 to UCO 7; 

there will be no rating of “UCO 1”. 
 

→ The Enhanced rating models capture four main risks viz financial risk, management 
risk, business risk and industry risk. 

 
→ The investment grade rating in Enhanced model will be UCO 5  

 
→ Credit rating of the account shall be done by the originating branch and then the same 

shall be sent to the Circle office for vetting. As hitherto, the Circle Office shall award 
rating in respect of loans sanctioned upto Circle Office level and Head Office, Risk 
Management Department, for all loans sanctioned at the Head Office level. The rating 
awarded by Circle Office and/or Head Office only shall be treated as final rating. 
 

→ The Enhanced Credit Rating Models shall be used for rating of advances having 
exposure above Rs.25 lacs (other than Schematic loans, Agriculture & MSE loans upto 
Rs .1.00 crore and Retail loans) depending upon the nature of activity and turnover in 
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account. All loans & advances under Schematic, Retail, Agriculture & MSE segments 
up to Rs.1.00 crore have been covered under Score card models. 
 

→ The following types of advances  need not be rated. They will be assigned ‘UCO 1” 
rating: 

� Loans against Bank‟s own term deposits; 
� Staff Loans; 
� Gold Loans 
� UCO securities Scheme. 

. 

→ Provision of awarding Bonus marks: 
In respect to following activities, bonus marks  may be added in the following manner 
to obtain the final score 

• 3 Marks as bonus marks be awraded for boosting Priority Sector advances, if the 
advance falls under Priority Sector category 

• 2 Marks for boosting clean energy (Solar and wind power projects) / units using any 
special energy friendly technology (e.g. Electronic waste recycling, Storage and 
Disposal Facilities, facility for toxic waste, Usage of non-conventional energy 
sources, Steps taken to control emissions of GHGs (Green House Gases) etc). 
 

→ Ratings of  Unsecured Exposure Of Rs.100 Crore and above to Private 
Companies in FC Segment would be redrawn quarterly on the basis of latest 
available information on their financials and conduct 
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Key Financial Terms 

 
IPO:  Initial Public Offerings is defined as the event where the company sells its shares to the 
public for the first time. (or the first sale of stock by a private company to the public.) 
 
FPO: Follow on Public Offerings: An issuing of shares to investors by a public company that 
is already listed on an exchange. An FPO is essentially a stock issue of supplementary shares 
made by a company that is already publicly listed and has gone through the IPO process. 
 
RTGS: Real Time Gross Settlement systems is a funds transfer system where transfer of 
money or securities takes place from one bank to another on a “real time”. (‘Real time’ 
means within a fraction of seconds.) The minimum amount to be transferred through RTGS is 
Rs 2 lakh. Processing charges/Service charges for RTGS transactions vary from bank to 
bank. 
 
NEFT: National Electronic Fund Transfer. This is a method used for transferring funds 
across banks in a secure manner. It usually takes 1-2 working days for the transfer to happen. 
NEFT is an electronic fund transfer system that operates on a Deferred Net Settlement (DNS) 
basis which settles transactions in batches. (Note: RTGS is much faster than NEFT.) 
 
CAR:  Capital Adequacy Ratio. It’s a measure of a bank’s capital. Also known as “Capital to 
Risk Weighted Assets Ratio (CRAR)”, this ratio is used to protect depositors and promote the 
stability and efficiency of financial systems around the world. It is decided by the RBI. 
 
IMPS:  Inter-bank Mobile Payment Service. It is an instant interbank electronic fund transfer 
service through mobile phones. Both the customers must have MMID (Mobile Money 
Identifier Number). For this service, we don’t need any GPS-enabled cell phones. 
 
BCBS: Basel Committee on Banking Supervision is an institution created by the Central 
Bank governors of the Group of Ten nations. 
 
IFSC code: Indian Financial System Code. The code consists of 11 characters for identifying 
the bank and branch where the account in actually held. The IFSC code is used both by the 
RTGS and NEFT transfer systems. 
 
LIBOR: London InterBank Offered Rate. An interest rate at which banks can borrow funds, 
in marketable size, from other banks in the London interbank market. 
 
LIBID: London Interbank Bid Rate. The average interest rate at which major London banks 
borrow Eurocurrency deposits from other banks. 
 
ECGC: Export Credit Guarantee Corporation of India. This organisation provides risk as 
well as insurance cover to the Indian exporters. 
 
SWIFT:  Society for Worldwide Interbank Financial Telecommunication. It operates a 
worldwide financial messaging network which exchanges messages between banks and other 
financial institutions. 
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STRIPS: Separate Trading for Registered Interest & Principal Securities. 
 
CIBIL:  Credit Information Bureau of India Limited. CIBIL is India’s first credit information 
bureau. Whenever a person applies for new loans or credit card(s) to a financial institution, 
they generate the CIBIL report of the said person or concern to judge the credit worthiness of 
the person and also to verify their existing track record. CIBIL actually maintains the 
borrower’s history. 
 
CRISIL: Credit Rating Information Services of India Limited. Crisil is a global analytical 
company providing ratings, research, and risk and policy advisory services. 
AMFI:  Association of Mutual Funds of India. AMFI is an apex body of all Asset 
Management Companies (AMCs) which have been registered with SEBI. (Note: AMFI is not 
a mutual funds regulator) 
 
 
POS: Point Of Sale, also known as Point Of Purchase, a place where sales are made and also 
sales and payment information are collected electronically, including the amount of the sale, 
the date and place of the transaction, and the consumer’s account number. 
 
BCSBI: The Banking Codes and Standards Board of India is a society registered under the 
Societies Registration Act, 1860 and functions as an autonomous body, to monitor and assess 
the compliance with codes and minimum standards of service to individual customers to 
which the banks agree to. 
 
OLTAS:  On-Line Tax Accounting System. 
 
EASIEST: Electronic Accounting System in Excise and Service Tax. 
 
Scheduled bank: Scheduled Banks in India constitute those banks which have been included 
in the Second Schedule of RBI Act, 1934 as well as their market capitalisation is more than 
Rs 5 lakh. RBI in turn includes only those banks in this schedule which satisfy the criteria 
laid down vide section 42 (6) (a) of the Act. 
 
FEDAI:  Foreign Exchange Dealers Association of India. An association of banks 
specialising in the foreign exchange activities in India. 
 
GAAP:  Generally Accepted Accounting Principles. The common set of accounting 
principles, standards and procedures that companies use to compile their financial statements. 
 
CAMELS:  CAMELS is a type of Bank Rating System. (C) stands for Capital Adequacy, (A) 
for Asset Quality, (M) for Management ,(E) for Earnings, (L) for Liquidity and (S) for 
Sensitivity to Market Risk. 
 
OSMOS: Off-site Monitoring and Surveillance System. 
 
MSF: Marginal Standing Facility. Under this scheme, banks will be able to borrow upto 1% 
of their respective net demand and time liabilities. The rate of interest on the amount accessed 
from this facility will be 100 basis points (i.e. 1%) above the repo rate. This scheme is likely 
to reduce volatility in the overnight rates and improve monetary transmission. 
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FIU: Financial Intelligence Unit set by the Government of India on 18 November 2004 as the 
central national agency responsible for receiving, processing, analyzing and disseminating 
information relating to suspect financial transactions. 
 
SEBI: Securities and Exchange Board of India. SEBI is the primary governing/regulatory 
body for the securities market in India. All transactions in the securities market in India are 
governed and regulated by SEBI. Its main functions are: 
1. New issues (Initial Public Offering or IPO) 
2. Listing agreement of companies with stock exchanges 
3. Trading mechanisms        4. Investor protection 
5. Corporate disclosure by listed companies etc. 
 
Note: SEBI is also known as capital regulator or mutual funds regulator or market regulator. 
SEBI also created investors protection fund and SEBI is the only organization which 
regulates the credit rating agencies in India. (CRISIL and CIBIL). 
 
FINANCIAL REGULATORS IN INDIA:  RBI, SEBI, FMCI (Forward Market 
Commission of India), IRDA etc. 
 
LLP:  Limited Liability Partnership, is a partnership in which some or all partners (depending 
on the jurisdiction) have limited liability. 
 
BASE RATE: A minimum rate that a bank is allowed to charge from the customer. Base rate 
differs from bank to bank. It is actually a minimum rate below which the bank cannot give 
loan to any customer. Earlier base rate was known as BPLR (Base Prime Lending Rate). 
 
Basis points (bps): A basis point is a unit equal to 1/100th of a percentage point. i.e. 1 bps = 
0.01%. Basis points are often used to measure changes in or differences between yields on 
fixed income securities, since these often change by very small amounts. 
 
Liquidity:  It refers to how quickly and cheaply an asset can be converted into cash. Money 
(in the form of cash) is the most liquid asset. 
 
Certificate of Deposit (CD) is a negotiable money market instrument and issued in 
dematerialised form for funds deposited at a bank or other eligible financial institution for a 
specified time period. 
 
Commercial Paper (CP) is an unsecured money market instrument issued in the form of a 
promissory note. It was introduced in India in 1990. Corporates and the All-India Financial 
Institutions are eligible to issue CP. 

Budget/ Annual Financial Statement :- According to the section – 112 of the Indian 
Constitution, the government presents a statement of estimated receipts, expenditure and a 
detailed plan that is presented for every financial that is for 1st of April to 31st March of each 
year.  
There are usually three divisions of budget and for each of them a statement of expenditure & 
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receipts are presented. These three divisions include – Contingency Fund, Consolidated Fund 
and Public Account. 

• Consolidated Fund :- This fund is made of the revenues that is received by 
Government plus the loans that is raised by this revenue as well as the receipts from 
recoveries of loans granted by it. 

• Plan Expenditure :- Money provided for the execution of Central Plan. This 
monetary aid is given from the government's account and consists of expenditure both 
capital & revenue and Central assistance to Union territories & States. 

• Non-Plan Expenditure :- This expenditure is a combination of expenses like capital 
expenditure, revenue expenditure on interest payments, postal deficit, pensions, 
economic services, defence expenditure and subsidies. Non-plan expenditure also 
includes expenditure on police, loans & grants to public sector, governments whether 
State or foreign and Union territories. 

• Gross Domestic Product :- The domestic goods & services produced in a financial 
year have a total market value. 

• Gross National Product :- The gross value determined of the finished goods & 
services that are produced in the country in a financial year and the total income of the 
citizens from investments that are made abroad. This value does not include the 
foreigners' income in the domestic market. 

• Current Account Deficit :- Current account deficit occurs when a country's total 
imports of goods, services and transfers are greater than its exports.  

• Fiscal Deficit :- This is an economic condition when a government's total expenditure 
exceeds the revenue it generates.  

•  Finance Bill :- It is a bill that is passed to the Parliament by the government. This 
bill is government's plan for imposing new taxes beyond the period. The plans may 
include continuation of present tax structure or modifications in the it. The finance bill 
seeks approval from by the Parliament. 

• Primary Deficit :- The amount determined on calculation of subtracting the interest 
payments from the Fiscal deficit is the Primary Deficit.  

• Twin Deficits :- Deficits that include both the government budget deficit and trade 
deficit. 

• Value-Added Tax :- It is a tax that is imposed on a company or firm in respect of the 
percentage of its value added. This tax is implied to prevent the increasing effects of 
taxes through the different production processes. The sum determined by finding the 
difference between value of inputs and outputs is the basis of the value-added tax 

 
 
 
 

******** 
 

 
 
 
 
 
 



 
 

 

 

 

160 

 
Alternative Delivery Channels 

 
ATM 
 
ATM (Automated Teller Machine) is a prominent alternate delivery channel of banking 
services. Currently there are more than 2.35 lacs ATMs in India which cater to a base of 
85.48 crore debit cards and 2.98 crore credit cards. As of March-17, Bank had a card base of 
1.03 crore Debit Cards of VISA and RuPay brands and an ATM network of 2779 ATMs 
spread across the nation. Out of 2779 ATMs, Bank’s own CAPEX (Capital Expenditure) 
model ATMs were 1838 out of which 260 were offsite and 1578 onsite ATMs. Remaining 
941 ATMs are brown label CPP (Common Procurement Project) ATMs, which were installed 
as part of CPP Project by DFS-MoF. 
 
Models of ATM deployment 

1. CAPEX:  (Capital Expenditure) In this model the ATM machine is procured by 
floating an RFP where bidders participate and through open tender process emerges 
the vendor that is empanelled to provide and install the required machine. Currently 
our bank has two empanelled vendors M/s Vortex Engineering Pvt Ltd for supplying 
Front Loading Machines and M/s NCR Corporation India Pvt. Ltd for supplying Rear 
Loading Machines. In past Bank has also procured machines from other ATM 
manufacturers like Diebold, Wincor, Vortex and NCR. 
*Front Loading machines run on linux and cash loading is done from front side (chest 
is below the screen), Rear loading machines run on windows 7 and cash loading is 
done from back side (chest is opened from behind the machine). Rear Loading ATMs 
can be installed as wall through ATMs in space constraint locations. 

 
2. CPP: (Common Procurement Project) This model of ATM procurement was initiated 

on behest of GOI where Lead Banks were selected and a common RFP based on 
geographical locations was floated. All PSU banks participated and 9 vendors were 
empanelled in 2012. The project is valid till 31-12-2020.  

 
3. OPEX: (Operational Expenditure) In this model the Bank hosts RFP for deployment 

of ATMs and hosting of the same by vendor and Bank is only liable to pay on per 
transaction basis. Bank has scrapped this model which was previously managed by 
M/s TCPSL. This is also known as Brown label ATMs.  

 
Major Differences between the three models: 
Sn Particulars CAPEX CPP OPEX 

1 Ownership of ATM & assets Bank Vendor Vendor 

2 Capital Cost (1 time) of Bank Vendor Vendor 
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Machines & assets borne by 

3 Recurring Cost (AMC) borne 
by 

Bank Vendor Vendor 

4 Payment terms to vendor Capital Cost + 
Recurring Cost 

On per 
transaction basis 

On per 
transaction basis 

5 Tender Process Open Tender by 
Bank 

Open Tender by 
Lead Bank 
under GOI 
directive 

Open Tender by 
Bank 

 
4. White Label ATMs (WLA) : These ATMs are deployed by non banking entitiesafter 

obtaining requisite permissions by RBI. These White Label ATM operators are also 
linked with sponsor bank/s which will service the transactions and provide cash 
management. Currently there are 14000 White label ATMs and major players are 
TCPSL (8250) and BTI payments Pvt Ltd (4275). Our Bank does not have any white 
label ATMs. 

 
Debit Cards 
 
Bank has crossed the mark of issuance of 1 crore debit cards as of Mar-17. The various card 
schemes of Bank are listed below for reference: 
 
Variant  Type Per Day Cash 

Withdrawal limit 
POS/ ecomm 
per day limit 

VISA Classic (Non-Personalised) Rs 25000 Rs 50000 

 Signature Rs 50000 Rs 50000 

 Platinum Rs 50000 Rs 100000 

 Gold Rs 50000 Rs 200000 

 EMV Rs 25000 Rs 50000 

RuPay Classic Rs 25000 Rs 50000 

 Kisan Credit Card Rs 25000 Rs 25000 

 Pungrain Rs 25000 Rs 50000 

 PMJDY Rs 25000 Rs 50000 
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 Institute Card Rs 25000 Rs 50000 

 
Type of card on basis of Variant: 

1. VISA/MasterCard/Amex : These cards are issued under the schemes of financial 
services providers like VISA/MasterCard/American Express. These cards carry their 
signage and scheme and can be used on their network which is available globally. 

2. RuPay: RuPay is card scheme that is developed and maintained by NPCI and is a 
wholly Indian product. This scheme is launched with co-ordination of RBI and is 
aimed to be cost effective method of card payments. NPCI is also in efforts to provide 
global acceptance to RuPay by tieing up with Discover Financial.  

 
Type of card on basis of issuance: 

1. Credit Cards: These cards are issued to customers (line of credit) on their promise to 
pay the issuer at a later date. These cards can be used on any channel like ATM, PoS, 
ecommerce for transaction. Our Bank is currently not in credit card business.  

2. Debit Cards: These cards are issued to customers with bank account in issuer bank 
and are directly linked to those accounts. These cards can be used on any channel like 
ATM, PoS, ecommerce for transaction and the amount is directly deducted from their 
bank accounts. Our Bank has a card base of 1.03 crore debit cards as on Mar-17. 

3. Pre-Paid Cards:Pre paid card are smartcards that are loaded with cash and can be 
used to withdraw cash from ATM can do online as well as PoS transactions. The 
purchases are debited from the amount loaded in the card. These cards can also be 
reloaded as per customer’s need. Our Bank has recently launched pre-paid card under 
Rupay scheme called “SUVIDHA e-PREPAID”. The limit of non KYC customers has 
been set to Rs 20000 and for KYC compliant customers is Rs 100000 (maximum cash 
loading in pre-paid card). These cards can also be issued to customers who do not 
have a bank account in our bank. 

 
Type of card on basis of technology: 

1. Magnetic Strip Card:  This is the basic card type which has a magnetic stripe that 
contains customer data encoded in the magnetic stripe. 

2. EMV Card:  EMV stands for Euro-Mastercard-Visa and this type of smartcard has a 
chip that stores the confidential data. It may also have a magnetic stripe for backward 
compatibility. Since 27 Aug 2015 all cards (debit & credit) issued in India are EMV 
based cards with Pin as per RBI direction. 

3. Contactless Cards: These smart cards are embedded with RFID chips that emit a 
signal when bought in close proximity to ATM or PoS Machine. These cards are 
called contactless cards since they do not need to physical “touch” the machine to do 
a transaction. 

 

 



 
 

 

 

 

163 

UCO Mobile Banking  

1. Introduction to UCO M-Banking  

UCO mBanking is a mobile banking solution that allows you to access your account using a 
mobile device. It is a convenient menu driven application, where you can view account 
related information, transfer funds, pay bills and much more. UCO mBanking features reflect 
our on-going commitment to offering the latest banking services to our customers. With UCO 
mBanking you have access to all the online banking features you expect plus more, including 
increased online security with two factor authentication system. 

2. Salient Feature 

� View 

i. Balance Inquiry 
ii.  Account Statement 
iii.  View/Generate MMID 
iv. Branch & ATM Locator 
v. Product & offer information 

� Money Transaction 

i. Fund Transfer within Bank. 
ii.  Fund Transfer outside Bank through NEFT/RTGS. 
iii.  Fund Transfer outside Bank through IMPS. 
iv. Make Bill Payments. 
v. Mobile recharge etc. 

� Request Processing 

i. Term Deposit a/c opening. 
ii.  RD Opening. 
iii.  Debit Card Hot Listing. 
iv. eBanking blocking. 
v. Aadhar Seeding. 

vi. Cheque Status. 
vii.  Stop Cheque. 
viii.  Revoke Cheque. 
ix. Standing Instruction creation. 
x. Scheduling of fund transfer. 

1. Services Offered through UCO mBanking Application:-  
 
Under the New Mobile Banking Application, various new facilities are being provided. Short 
description of the facilities available is being given below: 

1.1 Information & Enquiry:  
This page is available before login. Following services are available under information & 
enquiry options: 
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1. New Registration. 
2. ATM / Branch Locator (GPS and Map based search) 
3. Bank’s Products 
4. Available Offers 
5. FAQ 
6. Contact us 

1.2 Banking: 
Under this Service following options will be available:  

� My Accounts:- 
• Balance Enquiry for all accounts (SB/CA/OD/CC/PPF/TD/Loan) linked  with the registered 

customer ID.  
• Mini Statement for last 10 transactions 
• Account Statement 

Fund Transfer 
 

� Within Bank 
o Transfer to Self-linked Account of same customer  
o Transfer Within Bank to third Party 
o Transfer to loan accounts 
o Transfer to RD accounts 
o Transfer to PPF accounts 

 

� Other Bank Fund transfer: 
Customer can make a transfer to other Bank’s Account. For this purpose three options 
are available under Banking->Fund Transfer- Other Bank.  

o NEFT  

o RTGS 

o IMPS: 24 X 7 Transfer  
 

� IMPS (Immediate Payment Service) 
IMPS is emerging as most preferred option for interbank fund transfers. Bank has 
introduced the facility in full-fledged way for its customers. Following Services will be 
available through IMPS:- 

• IMPS P2P (Mobile to Mobile using mobile number and MMID (Mobile Money 
Identifier)  

• IMPS P2A (Mobile to Account using IFSC and Account No.) 

• IMPS P2U (Mobile to Aadhar using Aadhar number) 
• IMPS P2M (Mobile to Merchant payment) 

 
1.3Bill Payments and Recharge:- 

 
With the introduction of the New Mobile Banking, the facility of Bill Payment is being 
introduced. Under the Bill Payments and Recharge, following options are available:- 
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� Recharges. 
� Bill Payment. 
� Manage Biller. 

1.4 Ticketing:- 

With the introduction of New Mobile Banking Application, Bank is introducing the ticket 
booking services. Following services will be available under Ticketing option:- 
 

� Air Ticket Booking 
� Hotel Booking 
� Bus Ticket Booking 

 

Bank has tied up with M/S GOIBIBO to provide above services. 

1.5 Requests:- 

Under the requests option following facilities are being introduced:- 

� Term Deposit opening. 
� Recurring Deposit/RDUSS opening. 
� Hot list Debit Card. 
� eBanking Blocking. 
� Cheque Status/Stop Cheque/Revoke Cheque. 
� Standing Instruction Creation. 
� Standing Instruction Deletion. 

 
1.6 Settings:-  

Under the Settings Menu, following options are available:- 

� Manage Beneficiary 
� Reset PINs 
� Update Email Id. 
 

For any query related to UCO mBanking service you can e-mail us 
on uco.mbanking@ucobank.co.in 

UCO mPassbook 

� Bank has launched New Application “mPassbook” in 12 languages including 
Hindi & English.  

� mPassbook a digital Passbook for UCO Bank Customers with registered mobile 
number in Finacle. 

� The Application is simple yet empowered with many features such as creating 
your own ledger, analyze your spending, share your account statement over email and 
many more. 

� mPassbook is single digital passbook containing details of all accounts under one 
Customer ID. 

� To use mPassbook, one need not be mBanking registered user. 



 
 

 

 

 

166 

� After Registration, mPassbook can be opened without Internet Connection. 
 
Services Offered through UCO mPassbook 
 
Passbook: 
Now customer can have Digital Passbook equivalent/similar to the manual passbook on 
mobile phone.  The same can be shared using email, WhatsApp, Facebook, Bluetooth etc. 
Change account option is given under Passbook tab. Customer can any time change account 
number and have digital passbook for that account.  
A/c Statement: 
Customer can generate statement of account in PDF or Excel format and send an email.  
 
 
Personal Ledger: 
Personal Ledger keeps track of expenses incurred during the month on various items such as 
food, education, fuel etc. and helps to analyse it accordingly. To get an entry/data under 
Personal Ledger, customer has to visit passbook section, open transaction and Link the 
transaction to Personal Ledger. The Components under Personal Ledger are Education, food, 
Fuel, Grocery, Health and Travel. Customer can create new components as per their 
requirement.  
Change MPin: 
MPin Change option is provided in “Change MPin” under HOME PAGE. Customer may 
change the MPin any time.  However, if user has forgotten his PIN, Forgot Password option 
is available in Login Screen itself.  
 
Settings: 
Under settings tab, customer can customize mPassbookcompnents such as set Default 
Passbook A/c, Display Order, Transaction per Page and chose Language etc. 
 
UPI 
Unified Payment Interface provide the following core features via a single payment API and 
a set of supporting APIs. 
1. Ability to use personal mobile as the primary device for all payments including person to 
person, person to entity, and entity to person. 
2. Ability to use personal mobile to "pay" someone (push) as well as "collect" from someone 
(pull). 
3. Ability to use Aadhaar number, mobile number, card number, and account number in a 
unified way. In addition, ability to pay and collect using "virtual payment addresses" that are 
"aliases" to accounts that may be payee/amount/time limited providing further security 
features. 
4. Make payments only by providing an address with others without having ever provided 
account details or credentials on 3rd party applications or websites. 
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5. Ability for sending collect requests to others (person to person or entity to person) with 
"pay by" date to allow payment requests to be “snoozed” and paid later before expiry date 
without having to block the money in the account until customer is ready to pay. 
6. Ability to pre-authorize multiple recurring payments similar to ECS (utilities, school fees, 
subscriptions, etc.) with a one-time secure authentication and rule based access. 
7. Ability for all payment system players to use a standard set of APIs for any-to-any push 
and pull payments. 
8. Ability to have PSP provided mobile applications that allow paying from any account 
using any number of virtual addresses using credentials such as passwords, PINs, or 
biometrics (on phone). 
UNIFIED PAYMENT INTERFACE – VERSION 1.0 (DRAFT) FEBRUARY 2015 
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9. Ability to use a fully interoperable system across all payment system players without 
having silos and closed systems. 
10. Ability to make payments using 1-click 2-factor authentication all using just a personal 
phone without having any acquiring devices or having any physical tokens. 
 
2.3 Concepts 
Every payment has the following core elements: 
1. Payer and payee account and institution details for routing and authorization 
2. Authentication credentials (password, PIN, biometrics, etc. as required for debit, can be 
bank provided or 3rd party provided such as UIDAI) 
3. Transaction amount 
4. Transaction reference 
5. Timestamp 
6. Other metadata attributes such as location, product code, mobile number, device details, 
etc. as required. 
Out of the above, items 1 and 2 are critical to be abstracted so that single architecture can 
handle current and futuristic scenarios of “any payment address” using “any trusted 
authentication scheme”. Following sections describe these concepts in detail. 
UCOPAY 
UCO Bank launches official UCOPAY wallet app for all the Bill Payment/Recharge needs of 
the customer. 
UCOPAY is a wallet application which is going to cater all your financial related 
requirements. UCOPAY is UCO Bank's mobile wallet on your smartphone. It is a semi-
closed prepaid wallet which can be used to transfer money to other wallet users and bank 
accounts, anytime, anywhere. 
It is electronic virtual wallet where you can load money and spend it for your Mobile 
recharge/ DTH recharge/various utility Bill Payments including Gas, Electricity, Insurance, 
Mutual Funds, etc., sending money to your near & dear ones. It contains various features like 
adding money from your net banking/debit card/credit card, getting money from  your pals, 
paying money to your pal’s wallet/UCO Bank account/Other bank account, paying your bills, 
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doing Mobile/DTH Recharge. It provides facility of QR Code scanning of merchants and 
doing quick payment. 
You can check all transaction statement and send it to your Email-IDs. 
How is it going to work? 
•You need to register by entering your mobile number and creating your profile 
•Loading money into your wallet 
•Using the money to recharge your mobile/DTH and pay bills 
•Transfer money to your bank account 
•Scanning the QR code and paying without any pains of writing account numbers 
•Full Customer support 
•Any complaints need to be forwarded to UCO Customer Care uco.custcare@ucobank.co.in 
System Requirements: 
•Android OS phone 
•Access to Internet which can be via Wi-Fi or your mobile internet 
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