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Annexure AA

Sanction Communication

(BO letter Head)
No.                








 Date:  
    

Sri.
Address of the chief Promoter
Sir,

Sub:- Line of Credit  of  Rs. ..... under the Scheme Contractor Loan – Line of Credit  –  Sanctioning of – Communication  issued - Reg.

Ref:-  Your application dated ........ for Rs.             
1. We are pleased to sanction you a Line of Credit of Rs.                           (Rupees                         lakh only) under the scheme Contractor Loan – Line of Credit, for a period of five years with option to utilise the funds for the following activities, subject to approval by the Corporation: -
a) For issuance of Performance Guarantee/ Bank Guarantee related to contract works to State and Central Govt and other Govt agencies.

b) For execution of Contract work awarded to the Borrower.

c) For availing the facility for Early Bill Discounting.

d) For availing the facility for Government Bill Discounting.

e) For acquisition of equipment/machineries for carrying out contract works.     
2. This loan shall be secured by the personal guarantee of the following persons and First charge over the fixed assets by way of Equitable Mortgage, Hypothecation, pledge etc.
a) Personal Guarantee: 


     Sri.      



:  
the Borrower


          Sri.




:        Coobligants/Guarantors
3. Fixed Assets:

	Description
	Extent
	Survey No.
	SRO
	Village
	Taluk
	District

	Land:
	
	
	
	
	
	

	
	
	 
	
	
	
	

	 Building
	  

	 Equipments/
machineries/
vehicles
	 Details of machineries/Equipments/Vehicles

	Promissory
 Note/ /other receivables
	Pledge of Promissory Note issued by the Govt. to the Borrower in case of Bill Discounting facility. Hypothecation of bills and all receivables of the applicant entity


4.
The applicant has remitted Rs.    + GST as initial processing fee.   Further sum of Rs.  + GST applicable for the time being towards balance processing fee. The applicant further has to remit the fee applicable to each facility above mentioned at the time of availing of it, including the processing fee for renewal of facilities, as demanded by the Corporation, with applicable taxes. 
5.
The applicant shall execute necessary legal documents within a period of 3 months from the date of this communication failing which the loan is liable to be cancelled.

6. The maximum value of works that can be submitted to the Corporation for availing loans under the LoC sanctioned is limited to  Rs. ……  Lakhs. Disbursement/ Releasing of funds will be subject to the scheme for Contractor’s loan and satisfaction of the Corporation about validity and genuineness of the demand of the Borrower, which is as follows: -

a) In the case of financial assistance for Work Execution, the Corporation shall sanction eligible amount for each work, based on the request of the Borrower with connected papers, subject to availability of security as per norms fixed by the Corporation from time to time, complying other norms fixed by Corporation, at discretion of the Corporation. The eligible loan amount will be disbursed after ascertaining the progress of the work based on the work orders and after the POA duly accepted and registered by the work awarding authority. 

b) In cases of Performance Guarantee/Bank Guarantee, Corporation shall issue Performance Guarantee/Bank Guarantee, based on the request of the Borrower with connected papers, within the overall limit of Line of Credit, subject to the availability of security and at discretion of the Corporation. 

c) In cases of Early Bill Discounting, 80 to 90 % of the net bill amount requested will be discounted as loan, based on the request of the Borrower with connected papers, within the sanctioned limit subject to availability of security as per norms fixed by the Corporation from time to time, complying other norms fixed by Corporation, at discretion of the Corporation. Of the discounted amount, 90% of the amount will be released and 10% of the net bill amount shall be retained by the corporation and adjusted towards future interest demand in this account in case the borrower fails to remit the same in time.

d) In case of Govt. Bill Discounting facility 100% of the value of the Bill amount provided in the seniority list published by finance department, , based on the request of the Borrower with connected papers, subject to the satisfaction of the Corporation. 100 % will be discounted as loan of which 90% of the amount will be released  and the remaining 10% of the net bill amount shall be retained by the corporation and adjusted towards future interest demand in this account in case the borrower fails to remit the same in time.

e) In case of Equipment Finance,  based on the request of the Borrower with connected papers,, loan up to 70% of the project cost will be released  subject to availability of security as per norms fixed by the Corporation from time to time, complying other norms fixed by Corporation,  at discretion of the Corporation.
7.
The Work execution project should be completed within the period stipulated in the agreement executed by the party with the Work Awarding Authority.
8.
The loan will be valid for a period of 5 years from the date of sanction, with liberty to Corporation to re-sanction only once in five years, on the request of the Borrower and subject to the right of the Corporation to recall the entire loan in case of default in repayments or violation of any of the conditions contained in the agreement to be executed between Corporation and the Borrower. The loan may be renewed by the Corporation annually if the repayment is good and works are progressing satisfactory, based on production of necessary documents demanded by the Corporation, subject to the right of the Corporation to recall the entire loan at the discretion of the Corporation. The promoter shall pay annual renewal fee or re-sanction fee as when demanded by the Corporation. In case, necessary documents demanded by the Corporation, are not submitted, 0.5% additional interest will be charged. 
9.
The promoter has to pay applicable guarantee commission and processing fees as and when demanded by the Corporation for each work. The promoter fee or guarantee commission once remitted will not be refunded under any circumstances. 

10. 
The promoter has to pay foreclosure premium or pre-closure penalty as per the rules prevailing in the Corporation at the time of closure of the loan. 

11.
The rate of interest will be as follows:

	Type of loan
	Base rate (A)
	Reset Period of base rate
	Spreads 

(B)
	Reset Period of spreads
	Gross rate (A+B)
	Remarks

	Any Facility within the limit
	
	Yearly
	
	Yearly
	
	


a. Base rate/spreads prevailing on the date of sanctioning LOC shall be applicable and will remain unchanged until the date of next reset. The rate of interest will be calculated based on the base rate plus spreads. The spreads are subject to variation in case the rating is downgraded.

b. If the unit is having a valid rating as on reset date, the rate as per the band then prevailing will be set for the account wef.  1st of the following month.

c. The principal and interest is due on first of every month. 2% penal interest will be charged for the defaulted amount for the defaulted period.  0.5% of rebate will be allowed for prompt repayment. Rebate for prompt repayment will be paid only if the insurance of all assets is current and the policy is taken in the joint name of firm and KFC. 
d. The rate of interest is linked to base rate and spreads of the Corporation. The base rate and spreads are subject to review and variation from time to time and also subject to changes in the financial position of the borrower. The base rate/spread/reset period notified by the Corporation on its website and notice Board of the branch office shall be conclusive notice to the borrower in respect of changes of base rate/ spreads/reset period. The Borrower hereby specifically waives serving notice by the Corporation for any variation in the reset period/ base rate /spreads, including enhancement from time to time.

e. The Borrower agrees that the rate of interest may increase on account of variation in Base rate / spread/ rating and in that case borrower agrees to pay he revised rate of interest. The Borrower also agrees that if such revised rate of interest is not acceptable, he shall make the repayment of entire balance outstanding in the loan account with in a period of 30 days from the date of reset of rate of interest without pre-payment charges.

f. The Corporation reserves the right to reset a loan on a yearly/half yearly/quarterly basis or at any time it deems fit.

g. The latest audited Financial statements of the corresponding immediate preceding FY of the unit should be submitted before 15th Dec (or any such date specified by the Corporation from time to time), every year.

h. In case the account is in NPA category as on reset date, the interest rate as per the highest band then prevailing to the respective sector shall be made applicable to that account as on reset date. In case any unit is not rated/re-rated with audited Financial statements of corresponding immediate preceding FY, the business strategy premium of that unit shall be increased by 1%, wef.01 Jan.

i. In case a unit has been re-rated after the additional business strategy premium has been charged and if such rating is valid, the additional business strategy premium charged in the account shall be reversed with prospective effect from 1st of the following month, except in cases where the rating is downgraded. If the rating of the unit is downgraded after re-rating in such cases, the additional business strategy premium of 1% charged will continue till the next reset date.

j. The rebate for prompt repayment (ie @0.5%) shall be allowed to all units under base rate system including for special schemes, subject to condition that net effective interest rate after rebate shall not fall below prevailing base rate.

12.
The properties mortgaged to the Corporation including additions thereto should not be hypothecated, leased out, mortgaged sold or otherwise alienated without the written permission of the Corporation.

13.
The asset mortgaged should be insured annually with New India Assurance Company Limited or any other Insurance company, approved by IRDAI and evidence thereof should be produced. No rebate will be allowed if proof of insurance is not submitted.  

14. 
All statutory charges including Sales tax, P.F contributions, Land tax, Building tax and other payments due to the Government or concerned authorities shall be paid and kept current by the Borrower every year during the tenure of the loan.

15. 

The loan amount should not be utilized for any kind of money laundering 
activities.

16. 

The loan will be disbursed through a no-lien bank account only.
17.
The Corporation reserves the right to reduce the loan amount herein sanctioned and/or cancel the loan sanctioned without assigning any reason whatsoever.

18. 
The Borrower should give consent to the Corporation for the disclosure by the Corporation of information and data relating to them, of the credit facility availed of/to be availed, by them, obligations assumed/to be assumed, by the them in relation thereto and default, if any, committed by the them, in discharge thereof, to Credit Information Bureau (India) Limited (CIBIL) or any other agency authorized in this behalf by Reserve Bank of India and consent to furnish the information by CIBIL or any other agency, so authorized, to any banks/financial institutions and other credit grantors or registered users.

19.  
Corporation shall be at liberty to register/transfer details of securities/charges before CERSAI (Central registry under SARFAESI Act) and Information Utility Companies under Insolvency and Bankruptcy Code 2016.
20.
Corporation is at liberty to assign/transfer the debt and benefit of the loan agreement to be executed and the securities to be created to any other Banks/Financial Institutions/Asset Reconstruction Companies/any other agencies or institutions connected with securitisation/assignment of debt or any other purposes felt necessary by the Corporation. 
21.
The Corporation is at liberty to recall the loan outstanding in a lump if there is any violation of the terms and conditions of the mortgage deed or other agreement executed in favour of the Corporation. A specimen of the document can be perused in the Office of the Corporation.

22.
Special Conditions pertaining to your loan may be seen at Annexure – I.

Please intimate the acceptance of the terms and conditions in this letter and the Annexure within fifteen days.



       
                                        Yours faithfully,

 




  
for Managing Director  

ANNEXURE – I

Special Conditions
1) The   personal guarantee should be furnished by directors in case of companies and co-obligants as directed by Corporation.

2) Power of attorney authorizing KFC to receive the bill amount directly from the work awarding authority in case of availing of loan for Work Execution. 
3) Copy of the agreement executed between the applicant and work awarding authority.
4) The loan amount will be disbursed as per Corporation’s guidelines on the basis of work orders in case of Work Execution.
5) In cases of Early Bill Discounting Facility, an undertaking agreeing to pledge the bill to Corporation and authorizing Corporation to receive the bill amount should be submitted.
6) In the case of availing the facility of Govt. Bill Discounting, the Borrower should pledge the Promissory Note issued by the Govt. 
7) Any advance received from WIA or any other source will be adjusted in loan account.
8) In case the promoter does not remit the interest/principal in time, the Corporation reserves the right to adjust the arrears from the loan amount (ie UDC amount) without any intimation to the promoters. The amount so adjusted will be added to the loan amount.
9) The promoter shall submit a monthly status report of all works financed by the Corporation.

10) Any facility within the sanctioned limit will be allowed based on the request of the chief promoter in writing on production of all connected papers/documents. The facility will be allowed at the sole discretion of the Corporation subject to availability of the security, by following other norms of the Corporation, at the time of allowing that facility. 

11) The borrower has to provide   sufficient collateral securities   depending upon the facilities availed   within this limit so as to maintain the ACR during the currency of the limit period.
12) The   borrower as  well as co- obligants   should agree   that  they are  liable  and  responsible   for  all the loans  sanctioned  under the  line of credit   facility. 
13) Audited balance sheet, Income Tax Returns, land/building tax receipts, GST returns shall be submitted as on annual renewal date every year. In case the borrower fails to submit the details, the LoC will not be renewed and no further facilities will be allowed. Also 0.5% additional interest will be charged. 
