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1.1 . Context 
Currently we are working with NOCPL in a BC partnership in MP and western UP, In March 2022 we have successfully launched the product of JLG TL with our BC partner NOCPL with a disbursement amount of Rs 31 Cr in 7 months.  Apart from NOCPL we are looking other partnership too like Arohan in Rajasthan, and some other are at very initial stages of discussions. In this context of partnership and as per our requirement we need to automate the process of sanctioning at our end and also introduce the mandatory fields of data which cannot be blank as well as  introduction of data intelligence. 
1.2 . Business Use Case  
Automated of Sanctioning process is required for the below reasons
1. It is an estimate for 5 Cr disbursement it required 1 Credit officer to sanction the loans. So through Automated process we save the cost for our bank.  
2. Due to the Manual process the sanctioning the members may delay up to 2 days for the disbursement since if flows will increase it take time to clear at Manual level by Credit officer. 

1.3. Functional Requirement for 4002
Below are the requirement for change in technical and functional. 
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Technical Requirement:

A new functionality to be introduced in our system for automate the process of sanctioning by which TAT will be reduced and also reduce the operational cost of our product. 
Introduction



Credit Control is defined as lending strategy that banks and financial institutions employ to lend money to customers, The strategy emphasizes on lending money to customers who have good credit score or Credit record.
Customers with a good credit report generally have an excellent track record of repaying their debt. This allows lenders to bring down the risk of Defaults when issuing a new line of Credit to the customer. 
  Role of Credit in BC arrangements

The function of vetting borrowers is the role of Credit department, and the team is required to ascertain the borrower’s competency, utilize the funds to generate an income, and their ability to pay back. In our Product Credit is First line of defense to prevent risk on the portfolio and manage the portfolio after Business.
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Selection of Branch Location

Before establishing any branch, a detailed survey is conducted by BC partner which takes into account the following, based on which a branch approval note is prepared and signed off by Bank. 	Comment by Yogesh Kumar Sharma: Audit query By Mr Gaurav Sir, Detailed survey report will be share by NOCLPL Mr. Sanjay with us for all 16 branches


Area wise pin code list is prepared and the same is shared with CRIF-High Mark to share the report of the respective area.
Basis the report and other assessments below locations are approved.

Credit Culture: To check for existence of good credit culture and some level of financial literacy. A study of working of other micro-finance companies in the area also gives valuable inputs. 
Economic Activity: To see if it is in an economically active area not overly dependent on seasonal demands or on monsoons, etc.
Political Stability: To see if there is any history of local political influence on micro finance activities
Credit Bureau check 

A credit check is done for every customer through Credit Bureau information available through the Bank. The following parameters are looked at to check a customer’s credit worthiness and also to ensure that they are not over-indebted as well as defaulters in existing loans.

Multiple Borrowings: Only those customers who do not have more than two existing MFI/Bank loans (as specified in Credit Policy) are considered. 

Indebtedness: Only those customers are considered whose total loan outstanding under JLG/SHG including the proposed loan amount do not exceed Rs.1,25,000. 

Default History: Only those customers who have no default or write-off history at the time of consideration of a fresh loan, are considered. Keeping in view the fast-changing business dynamics, these parameters are reviewed periodically based on RBI Regulations for Business Correspondents, MFIN Guidelines, Bank’s mandate.











Multi Step Customer Verification

There is a mandate of bank for BC Partner that they have to establish a separate channel for customer relationship (acquisition & maintenance), and customer evaluation (credit risk) through CGT & GRT in order to ensure the quality of customers acquired as well as to eliminate coerced borrowing practices which may lead to genuine customers becoming delinquent. A Relationship Officer of BC is responsible for customer acquisition and maintenance while a Credit Officer of Bank (in Head/ Zonal Office), is responsible for credit verification.
Verification and Know Your Customer (KYC) validation digitally though E-KYC. The Credit Officer thus carries out 100% pre-disbursement check in addition at HO level to that done by the BC Partners, which helps in establishing the customer’s identity and address as provided in KYC documentation, as also satisfaction of eligibility criteria. Thus, every Customer is met by three different levels before their loan is approved.

Customer Point Verification (E-KYC)

This is a First Level CPV done by the Relationship Officer of BC Partner - the frontline field employee who is responsible for customer acquisition and maintenance. In this step, the RO visits the customer’s residence to confirm their place of stay, permanent structure as residence, nature of business and E-KYC through bio-metric.
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Customer Point Verification via CGT GRT

“These practices mitigate the risk of improper customer selection, ghost borrowing and ringleader issues”

Compulsory Group Training (CGT): This is done by the Relationship Officer of BC for all customers in the group to ensure that they have full understanding of the joint liability, loan product, interest rate, repayment schedule and terms & conditions. This also helps to establish that only genuine borrowers have applied for the loan.
Group Recognition Test (GRT): The GRT is done by the BC’s BM or by the Bank’s dedicated monitoring officers (sampling basis) during which he revalidates the quality of CGT and the customer’s credentials as also purpose of availing the loan by talking with the customers and random visit to few of their residences.

Appraisal of Loan application/Underwriting

The loan application is processed only after the Credit Officer of Bank approves the customer upon documents provided (KYC, CB Report, CGT, GRT) to ascertain her creditworthiness. 
The Credit Officers are not outsourced personnel but full-time permanent employees on the Bank’s payroll and they have a separate reporting hierarchy independent of the Microfinance Business team with a view to eliminate any conflict of interest in credit decisions. 


Portfolio analysis

Analysis the Portfolio means analysis performance of assets under maintenance for which several reports have been publish on time-to-time basis with the stake holders of the business. To analysis the performance of portfolio. Below are the reports which should be published with all stake holders of business.

Frist time Overdue Report: Cases which are get default first time has to be published on every week with all stake holders and remarks should be taken from business team with a spatulated time after publishing. 

Risk X Reports: Risk X means the cases which are regular till last month but cross their payment due date and still not paid their current month payment should be publish with all the stake holders at branch level with last month comparison for the same.

 
Potential 30, Potential 60 and Potential NPA Reports: On daily basis Pot 30 and Pot 90 should be publish with the all-stake holders of the business to analysis the risk on the business and reduce the positioning losses for the bank.  

Village and Area Level Risk Matrix Categories Publishing:  introduced to identify the risk at Village level, During the Village survey before the approvals of Credit Analyst each Village code which is unique in nature has been generated in system, which is taken from the village census data. and Loans sourced in this village has been booked in unique Village code. At end of each quarter as the per the performance of Portfolio at each villages level, VALRM has been published as A, B and C Cat, (where the delinquent clients are less than 5 are in A CAT, where the delinquent clients are lying between 5 to 10 are in B Cat and more than 10 Client in a village is come under C Cat. Below is the operational guideline for BC for different Categories. 

    Category A: All Sourcing are allowed RTR (Repayment Track Records, NTRT (Non-RTR) and Renewal etc.
    Category B: Only Renewal Loans are allowed. 
    Category C: All business has been stopped in the villages until delinquent clients will not come                 less than equal to 10 Clients      

Loans Characteristic reports: For every month end report should be publish to all stake holders on the different portions of loans, Renewal, Fresh Loans (RTR and NRTR) to compare and analysis the risk factor on types of loans. (RTR- Repayment track record, NRTR- Non-Repayment track records)

Periodic Portfolio analysis: Some time required some important analysis as per the scenario of overall industry or any specific geography. E.g., Scarab data analysis of other competitor, Pin code or district level CRIF report analysis if other players are not increasing or only recovering their portfolio.                                    


Compliance Reporting

The Bank/BC is present in an industry where it has to ensure compliance with regulatory and statutory requirements. Non-compliance can result in stringent actions and penalties from the statutory authorities, which also poses a risk to its reputation. These risks can take the form of 
Non-compliance with covenants laid down by Principal Banks/NBFC. 
Non-Compliance with the overall Code of Conduct adopted by Industry Self-Regulatory Organization (SRO), i.e., MFIN, CICs. 
Non-compliance of statutory requirements pertaining to dealing with Government authorities/ payments.

Insuring processes checks

In end-to-end process on the digital platform certain checks are deployed to ensure seamless/paperless lending. Following are the checks.

E-KYC
CB Report validations
De-dupe check
Sequence of CGT, GRT & status
Age, Loan Cycle, insurance status
E-Sign on loan documents
EMI Cycles, Processing fee charges, Insurance charges etc.
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Basic structure of MF Credit is showing in below diagram, as a result, the bank needs to create a well-functioning of Credit Structure is able to do the following:

Timely and correct appraisal of BC at the time of onboarding
Timely appraisal of Loan on day-to-day basis. 
Effective monitoring for the prevention of risk in BC partnerships
Timely and correct reporting of Bureau and other mandatory reporting.
Improve the bank’s MF credit models

Credit Team Structure:
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4.1 Credit Analyst:

Credit Analyst is also known as the Head of ‘Credit and Policy’ for Microfinance, Credit Analyst is Supervised by Head of Credit and whereas Credit Analyst ensures the overall credit function of the MF credit team including Central Processing Unit (Assets Center), Inspection Unit and Risk analysis, all the above unit reports to Credit Analyst. 

Key Roles:

S/He is Preventing microfinance portfolio from all Credit related Risks. 
S/He has to ensure best Industry credit practices.
S/He has to ensure People’s growth & association with his team.
S/He has to ensure Learning & Development of Employees under his supervision.
S/He has to provide guidance to Credit Manager for errorfree appraisal of the Loans.
S/He has to provide guidance to Risk Manager for timely and correct data sharing to Bureau and other regulatory data sharing to boards and RBI.
S/He has to provide guidance and do plan, and size of sample visit done by the inspection unit and their reporting formats.
S/He has to develop formats for the analysis of data at the time of BC on boarding, Branch selection and YOY assessment.
S/He has to involve in changes in the new policy and mandatory regulatory requirements.  S/He has to provide guidance to Risk Manager for VALRM, also ensure the correct and timely updating portfolio in correct VALRM. Also approve/Reject the Area Survey received form the Intelligence team, only after approval of Area survey BC can start sourcing in Villages or Area. 

4.2 Vertical Head Unit Inspection 

Vertical Head (IU) Inspection unit Manager is focused on field visits to ensure implementation of the bank’s agreed policies and procedures. This is the first line of defense and the internal check from the MF function prior to audit. Head (IU) is heading team of people who are dedicatedly doing credit monitoring at field level. Head (IU) is directly reporting to Credit Head.

Key Roles:

•	IU VH being the first line of defense has to check agreed policies and procedures between BC Partner and bank.
IU VH is primary focusing on branch visits & HO Visits of BC Partner.
Visit of Branches field CGT, GRT, Disbursement, Center Meetings, On-Starter, Early Delinquencies, FTOD and Ac Opening process as per sample received form the Risk Unit. 
Check Process of LUC with BC. 
IU VH is under control of Credit Analyst.
IU VH has to share findings with both Credit Analyst & MF head along with corrective actions.
IU VH is basically functioning to reduce credit risks.
Size of IU Team is defined by Credit Head/ Credit Analyst basis the size of Portfolio & Risk.
IU VH has to validate the Area survey report received form BC Partnership and forward the feedback to Risk Manager.
IU VH should validate mandatory Display of the branches at BC (CGRM, BC License and Shop and Establishment License at the time of Branch visit
IU VH should validate the mandatory maintenance of Registers at BC Branch level.


4.3 Central Processing Unit (Asset Center)

CPU (Central Processing Unit) acts as an appraisal unit for the JLG loans which an integral part of Underwriting, CPUs role and functions are directly control by the Credit Analyst.


Key Roles:

Review Loan Requests

E-KYC status to be checked against the automation in the system.
CB Report for an individual customer to be checked before sanctioning
De-dupe status to checked against the automation in system.
CGT, GRT & status.
Age, Loan Cycle, insurance status of customers.
E-Sign on loan documents.
EMI Cycles, Processing fee charges, Insurance charges etc.

Sanctioning of Loan Requests

Approving the loan basis satisfactory checks.
Inform customers on sanction/rejection of application.




4.4 Risk Analyst:

S/He is responsible for end-to-end portfolio monitoring including credit monitoring under his/her supervision. S/He is ensuring analysis on collection trend, business trends, repeat cycles, customer dropout, customer retention and conversion to individual loans, inspection of units under BC arrangement as first line of defense. Compliance & RBI reporting under his/her guidance. S/He is directly reporting to Credit Analyst.

Key Roles:


Analysis the publish the VARLM (Village level) on quarterly basis with Business team. 
Portfolio analysis related to collection efficiency, repeat cycles, MF customer conversion to standard customers, etc.
Compliance and reporting relate to all regulatory matters in terms of policies remaining in line with RBI guidelines, monthly reporting to compliance for submission to RBI for MF, bureau reporting reconciliations, restructuring / OTS case preparations.
Validated Area Survey forms form the IU team will further validate with High Mark data and send for the Approval to Credit Analyst.
Monitor payments and progress of the existing loans.
Validate the Area Survey report received form IU team, Added the industry data and forward for the approval for Credit Analyst.
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Credit assessment of proposed locations & rationales

 
Introduction:
BC being a business correspondent for Shivalik bank has proposed locations to start operations. All the proposed locations are duly assessed through data analysis provided by CRIF-High Mark and further based on its certain rationales are observed to select locations.

Data Source:
Primary Data Source: CRIF-High Mark.
Secondary Data Source: Through references, feedbacks from current MFIs.

Parameters & Rationales: all the given Parameters are based on the weightage and proposition given to particular parameter based on the risk criteria. 

Repayment & Collection Status of proposed Area: 
Repayment/Collection Efficiency is first parameter to analyze past records, present collection pattern and future assessment. Repayment as one of the parameters which is taken to understand overall risk with respect to ongoing lending or to be planned. Repayment largely covers people behavior with respect to payment discipline.

Member Overdue Percentage - Member overdue analysis is considered to understand current default percentage in portfolio, it helps to understand portion of risk involved. Therefore, it is essential parameter to understand present overdue in the area where Bank is planning to start new business or expanding. if member overdue is at higher side in that cases customer rejection for new business will be high and repayment will get impacted further.
Overdue%> 90Days - Overdue>90 helps to analyze how much portfolio is moving towards NPA bucket which can adversely impact profit margins, increase in provisioning.
Written off Percentage - Written off helps to under past history of the area, e.g., percentage of written done against total customers (non-distinct) v/s customers write off. largely in MF all the NBFCs write off on a scale once account is more than 180 days.

Market Share/Opportunity: Market opportunity is essential parameter where we can see the scope of business e.g., number of lenders, average portfolio, market size and future prospects. Through this parameter we can easily identify potential area to build healthy books and look after a scalable model.

Average MFI Portfolio - Average MFI Portfolio (customer acquisition) is considered to understand peak of portfolio, maximum portfolio size. This is helpful in preparing business & growth plan.
Number of MFIs Operational- gives clarity on the competition in market, what is the density of market, who are the leaders and with whom we have direct competition etc. it is necessary to understand throat cut competition, overindebtness, multiple lending risk etc.
Market Size - Market size is directly related to future growth, sustainability, and saturation of business in long term, therefore before starting any operation, we shall analyze that what is current market size and what can be the peak of it.

Product: Product analysis is required to understand people behavior, their oldness, what is the current loan ticket size, tenure and how much our product is fitting into market.

Maturity of Market (%)- How People are familiar with MF - Maturity of market for the proposed area denotes people relationship with MFIs and their experience for longer time has a positive impact on portfolio, because more the people are familiar with MFI culture & processes more positive & profitable business with discipline can be expected.
Average Loan ticket size - Average ticket size is necessary to analyze how much people are capable of repaying and their needs at present or what other MFIs are offering to people, therefore average ticket size will give us idea to frame our product and other offerings in market.
Average Tenure (in months) - Average tenure denotes monthly EMI load on customers, ideally EMI size & tenure should be aligned to customer's earning per month. It is needed to understand what people like and what MFIs are offering in particular place. There should be balance of EMI & Tenure so that people can be recycled and retained for a long.
Note: Detailed Ratings, weightage & rationales are provided in “Credit Score Card”

Scores & Ratings:

Ratings are based on Risk Criteria as given in “Credit Score Card” Sheet.
Scores obtained shall be based on (1-5) where 1 is lowest and 5 is highest.
Qualifying Score is 3.5 
Proposed locations will be finalized based on the scores as per current data.
Any location rejected in past if proposed further shall be assessed based on current data metrics only.


Example Proposed Locations:  BC is proposing Below Locations are proposed to open.
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Product

Shivalik follows adapted Grameen model of microfinance suiting the local context. In this model 5-10 member JLGs are formed & 3 such groups form a center, JLG members are provided continuous group training (CGT). CGT is provided for a day and then the Branch Manager does Group Recognition Test (GRT), Typically The loan is repaid in monthly meetings conducted at the center.

 Eligibility Norms- Individual JLG Customer (Scheme Code-4200)

	Customer Type
	Customer is female.
Age (18-59) years.
Should be engaged in income generating activity.
Must have alternate source of income, Family engaged in economic activity & repaying capacity.
Not being defaulters of any financial institution. 
If any credit facility is availed by borrower from any other Bank/financial institution, the conduct of the account should be as per CRIF Selection Criteria given below.


	Loan Purpose
	Agriculture and Agri-allied activities.
Self-Employment (micro enterprise).
General purpose (Others) 

	Customer Identification & Verification
	All members are well known to each other with similar financial status.
Should be from same locality.
One member from a family, siblings are allowed subject to nuclear family.
Agrees on joint liability.
Should be a married woman only, however if widow, shall be engaged in economic activity with permanent source of income.
Rented member will not be added to a group until local address proof is not furnished (e.g., Electricity bill, VID, DL, Ration Card)

A discrete enquiry is to be made in both the cases on following points:
Before conducting pre-sanction visit (GRT), Group & individual customers recognition Tests are required to have thorough discussions with the Person doing GRT. 
Proper assessment of the credentials of the applicant like integrity, background, credit worthiness, past dealings with the MFIs/Banks or with financial institutions etc. should be carefully looked into at the time of pre-sanction appraisal. Quality of dealings of the proponent may be ascertained by studying his passbook, account statement/ loan statement etc.





	Income Proof and Repayment Capacity
	No income Proof is Required, however income to be assessed on the basis of GRT.
Repaying capacity in cases to be assessed by analyzing the existing income of the applicant. We should assess how much the applicant can save to pay off his/her EFI.
Borrowers with annual household income up to Rs.1 Lakh per annum in Rural area would now be eligible.
Income limit is Rs. 1.6 Lakh Per annum for Urban Area. 

	Documents Required
	Aadhar Primary ID & Address Proof. (Mandatory) 
PAN Card (optional)
Form-60 (mandatory in case of PAN is not available)
Voter ID (as local address Proof) (mandatory if Permanent address different from corresponding address) 
Declaration by Farmer (Agriculturist) (Mandatory)
Certificate/Registration of Shop in Case of MSME (Mandatory)
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	Particulars
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	Specifications
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	Loan Cycle
	There will be Loan cycles given below:
[bookmark: _Toc100228361]
	Loan Cycle
	Loan to Individual JLG Customer

	L-1
	Min-26000
	Min 12 Months repayment is required to qualify for next cycle

	
	Max-30000
	

	L-2
	Min-26000 
	

	
	Max -40000
	

	L-3
	Min-26000
	

	
	Max-50000
	


[bookmark: _Toc100228381]
New loan account will be opened at every Cycle.
Pre-closures (before 12months) will not be moving to next cycle disbursement.
Along with new account creation, fresh documentation will be executed.
An individual repeat loan customer can avail loan beyond L-3 subject to maximum loan of 50000 with a maximum tenure of 24 months. 

	Repayment
frequency
	Monthly (Fixed EMI)
[bookmark: _Toc100228390]

	Loan tenure
[bookmark: _Toc100228393]
	18 Months & 24 Months with resepect to Loan cycle.

	Loan amount
	INR Min 26,000 & 30000 in first cycle & INR 30,000 to 40,000 in Second cycle & 50,000/- in subsequent cycles.

	Credit Enhancement/Net off
	Not applicable

	Interest rate
	As per current circular (24% yearly on reducing rate)

	Number
of Installments
	Min 18 EMIs & Maximum 24 EMIs

	CGT Days
	1 Day (should be on or before GRT)

	Penal Interest
on overdue
	Nil

	Loan Processing
Fee
	Rs. 1%+GST of  disbursement amount.
LPF is not applicable on below  Loan Rs. 25,000

	Debit Card Issuing
& Charges
	NO
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Sanctioning /Underwriting/Credit Monitoring Process

Loan Sanctioning/underwriting Process

The credit approval / sanctioning/Underwriting remains with Bank under BC arrangement.
Credit Vertical will be overall decision maker related to sanctioning & rejecting loan proposals. 
BC Partner shall be sharing CB reports along with flat file containing details about the applicant.  
Authorized officials at Shivalik Bank shall sanction the loan based on review of following:
Post sanction, Shivalik Bank will Share status of proposal with customer to Corporate Business Correspondent or Corporate Business Correspondent will use the loan documents (as recommended by Shivalik Bank) to execute with clients, however in due course all the documents are digitized hence there is no need to share it with BC Partner. 
Shivalik Bank may also ask BC for scanned copies of App form and / or KYC for opening of account in exceptional cases, however all the formats & documents are digitalized in due course.
BC may source two KYC to ensure proper credit bureau checks. Only the KYC which act as OVD and basis which application form is filled will be treated as primary KYC. Secondary KYC, which is used for CB check along with primary one, will not be matched in any respect with application form or secondary KYC.
If any customer gives PAN card, Underwriter will validate the same online – it might be few cases but has to be documented because customer base doesn’t carry PAN Cards.
Confirmation to be sent to customers via SMS.
 
Underwriting Conditions for Loan Disbursements:


Documents for Sanctioning need to be checked at the time approval through LMS – 

Loan taking member should be of Min age >18 years for applicant and Maximum 59 years for repeat customer.
Loan amount is as per the loan cycle limits either New or repeat. 
GRT – Group recognition test – Approved Status with date time & Stamp of BC.
CGT – Compulsory Group Training - Training Completed Status with Date, time &Stamp of BC. 
CB report Status – Credit Bureau –only for eligible Cases.
No default with other MFIs/Banks.


Active relationship with not more than 2 MFIs/Banks (2+1) – Shivalik can be the 3rd Lender.
Maximum exposure of Rs. 125,000/- including proposed loan.
CB Validity -15 Days until the sanction stage.
Loan Documents along with Agreement and LAF is shared with Bank post disbursement, however all the documents are digitally capture & signed in Realtime.

Disbursement Condition – Automated Bases below Validations.

New Disbursement 
Processing Fee Collected, Insurance Charges are collected. 
CB report is positive and not older than 15 days until Sanction – it will not be there as sanction is linked with disbursement.
Repeat Loan disbursement:
There is no loan overdue as on date in group as well as individual customers.
In case of repeat cycle, it is required to have minimum 60% EMI paid on due dates in previous cycle.
Insurance (for both fresh and renewal) 
Sum assured should be equal to Loan amount.
Insurance Premium is as per current rates.
Minimum/Maximum Entry age shall be according to age and loan tenure of customer. (e.g., maximum age for loan is 59 Yrs. therefore in such cases insurance cover will be till next 12 months only)

Login ID creation of Credit Officers for the Approval/Rejection of cases at Bank Level and training to these employees to be ensured by Bank.
After Sanctioning the loan is to be opened and disbursed to the JLG member’s Operative account.

Deviation approval:

Approvals and Deviations to be provided by Bank if any, approving authorities are Credit Head whereas recommendation by MF-Head.
 Turn Around Time:
	Steps
	Particulars
	By Whom
	Day

	Step 1
	Sourcing of Proposal
	BC Partner
	Real time/Digitally captured

	Step 2
	Receiving Documents & Application
	BC Partner
	Real time/Digitally captured

	Step 3
	Acknowledgement of Documents as per (Check List)
	Asset Center
	1

	Step 4
	Verification and Due Diligence as per (Check List)
	Asset Centre
	1

	Step 5
	Loan sanctioning
	Asset Centre
	1


Explanation of Requirement:


Minimum Group Size “5”
Maximum Group Size “10”
CGT Status : Give what required from BC – Take declaration from BC CGT has been conducted and pass.
CPV Completion Status: Give what required from BC – Take declaration from BC CPV has been conducted and pass
GRT Status: Give what required from BC – Take declaration from BC GRT has been conducted and pass

KIN Relation – In the consist of group no member are related to each other in Kin relations. 
Age of Customer – Customer age at the time of any Cycle loan is not more than 58 and not less than 18 years. Take decleration from BC on the correct age criteria of the group. 
Marital status – No customer in the group is unmarried.

Documentation required. 

For that one document generated and share with disburse docs where all the confirmation should be there. 

1. CPV Completion Status – With date and time and Name and emp code of person done 
2. CGT Completion Status-  With date and time and Name and emp code of person done
3. GRT Completion Status- With date and time and Name and Emp code of person done
4. KIN Relation/Age/Marital Status- Married or Widow or divorcee – Confirmation required with person name and emp code. Who check the widow age. 
5. Address Of Customers in Groups – Declared by BC that all customer of the group is resident of Same locality. 
6. For next cycle approval, minimum 60% EMI should be paid on or before due date(on time). Declaration required from BC partner. 
7. To be eligible for subsequent loan cycle, minimum 50% tenure must paid in EMI before foreclosure (if applicable). Otherwise serve same amount of last loan. Declaration required from BC partner.
8. For subsequent loan cycle approval, DPD should not cross more than 30 days in any scenario in previous loan tenure. Declaration required from BC partner.


Customer ID Creation (CIF)
Customer ID will be created digitally in CBS, request for creation of customer ID will come through mobile application in use at front end. The said request will flow through API to CBS. Following steps are involved in CIF creation.
Customer request through biometric.
Authentication of customer KYC.
De-Dupe checking
Creation of customer ID
Savings Account opening (Product code-1002)
Bank has taken this to digitalize the account opening process through E-KYC. By digitalizing the Account opening process, the bank is expected to achieve the following goals: 
• Paperless account opening will lead to more transparency through E-KYC 
• KYC compliance is met for the bank in a single click 
• No storage and record keeping are required. All the information will be stored in digital mode and can be printed if required. 
• Cost optimization 
• Higher customer satisfaction and superior experience as the account is opened in 3-4 minutes Paperless account opening is majorly targeting individual/Joint customers who are looking for hassle free and quick banking at their doorstep. This project has been designed with a view to reduce account opening time from 48 hours to 2-3 minutes. 
Loan Account Opening (Product code-4200)
Loan account will be opened under scheme code-4200 as term loan with fixed interest rate. Process for opening Loan account will be carried out digitally (paperless) through mobile application. BC Partner’s staff will use this integrated application on their mobile/handheld devices to open loan accounts by just a click.
Following steps are involved in opening a loan account:
Filling digital form on integrated mobile application.
Submission of necessary information.
Declaration from Customer.
E-Signature of Customer against declaration & terms and condition.
Request forwarded to generate loan number against request.
SMS to customer and user as a confirmation.

Disbursement & fund transfer:
Post Loan sanctioned by Bank, Bank will share the sanction status of customers/Group for disbursement, on basis of that disbursement request from customer to Bank will be initiated at branch.
Borrower will execute loan documents digitally through E-sign through Biometric before the disbursement.
Bank will disburse the amount to the borrower operative bank account only not Directly disburse the BC for it.

Insurance enrolment/Claim Process:
The Bank has entered into an arrangement with HDFC Life Insurance to protect the credit exposure in the event of death of the Member and/or the Nominee in respect of those Principal Banks/NBFCs who do not have such arrangements. For efficient handling of claims settlement, a dedicated Insurance Cell has been created at Head Office; the claim handling and settlement process is as under: 
 JLG will intimate the death of a Member/Nominee to RO/BM of BC Partner 
 RO/BM shall send death intimation to BC Partner/Bank through Insurance Cell at Head/Zonal Office, to stop interest/ EMI generation 
 RO/BM shall furnish required document list to the JLG – - Death Claim Process - Check List - Claim Discharge Form (to be signed by the Member in the event of Nominee’s death or Nominee in case of Member’s death) - Death Certificate (in original) - Bank Passbook copy of the beneficiary - Aadhar/ Election I-Card & Ration Card (Member and Nominee) - Passbook (Loan Card) 
 JLG will hand over all documents to RO/BM 
 BM shall verify and send scanned documents to the Insurance Cell at Head/Zonal Office
on receipt of documents, Insurance Cell shall check and if found correct, incorporate loan outstanding details in Group Insurance Death Claim Intimation and submit electronically to Insurance Company with scanned documents 
 Insurance Cell shall track status of the claim with Insurance Company 
On settlement of the claim, Insurance Company shall transfer the outstanding loan amount to the dedicated collection account for closure of loan a/c and balance remitted direct to the beneficiary account.

Post Disbursement Monitoring:

Documentation & Application warehousing:

Corporate Business Correspondent needs to send documents related to borrowers within 30 days of disbursements to the bank if any.
After disbursal, PDF of E- singed loan document will be sent to Bank and BC to undertake the responsibility of all related document maintenance in soft copy till the closure of the loan account for audit from time to time.  
Post closure of the loan, BC will send pdf copy of loan closure documents to bank maintenance of loan documents as per regulatory requirement post closure of the loan will be responsibility of bank. 

All the documents are digitally captured through BC application.
Onboarding till disbursement & E-signing of documents will happen digitally, no paperwork to take place.
All the documents/Agreements are digitally captured in real time.

[bookmark: _Toc95734936]Daily demand & Settlement:

Collection & Repayment

Bank will share demand report for next 7 days/ 15 days/ 30 days collection on basis or it can be auto populated through digital platform.
The loan repayment instalment/s from borrowers would be collected by BC as per terms of loan on respective due dates. 
BC will collect the funds and shall pass on the collection on the same day or by next day of the collection (T+1) to Bank. For T+1 transfer of funds to the bank, the funds should be transferred by 12 noon.
BC will share the report of collection depicting Account number, amount collected from borrowers.
All closures / foreclosures / part closures will be intimated separately by Corporate Business Correspondent as a part of daily reporting.
SMS will be sent by Bank/BC to the customer post appropriation of collection in Bank as a confirmation once system functionality is in place.
BC shall provide Branded receipts (logo of Shivalik & BC Partner) to customer at the time of repayment in physical or digital form.
In case of shortfall in collection from borrowers, the Corporate Business Correspondent will follow-up with the borrower and take necessary actions.
Bank shall submit the overdue status of the accounts on weekly basis to BC or vise-versa.

Loan Balance & Settlement of Transactions
 
Bank & Corporate Business Correspondent would maintain the individual borrower accounts in their systems. In case of any disputes which arises due to differences between the two systems, Bank data will overrule.
In case of shortfall in collection, Bank shall have the right to utilise Performance Security as recourse beyond 90 days of overdue. MIS shall be place on record by the bank for weekly tracking of the performance of microloans originated through Corporate Business Correspondent.
Bank shall share data with Corporate Business Correspondent on monthly basis, Corporate Business Correspondent to reconcile the data within the stipulated timelines as stated in the agreement.
All reconciliation issues will be intimated to Corporate Business Correspondent on monthly basis and BC will revert within 20 days upon receipt of such issues. 
Reconciliation of transactions on timely basis & ageing analysis of pending entries   
Shivalik Bank Central Ops to tally the monthly Corporate Business Correspondent balances (disbursement and collection separately) within 10 working days after receipt of Corporate Business Correspondent wise account level balances from Shivalik Bank Finance dept.

After 60 days for non-reconciliation, further disbursement though Corporate Business Correspondent will stop.
TDS, GST, other Cess, and charges as applicable at the time of execution of Corporate Business Correspondent agreement and market practice shall be complied. 


Collection Account

Repayment in the microfinance loan account by the borrower will be received by BC at first and BC will transfer it to designated account of on daily basis as per cut off timing mutually agreed. Collection details need to be shared to the bank by BC on the same day for appropriation at banks end through an API/manual process.

Monitoring of recovery & reporting

Day to day monitoring and recovery of the loan to be done based on the mutual terms. BC will also be responsible for the follow up and collection of the loan including Stress accounts & NPA management, as per banks norms. 
In case of customer defaults, BC to issue overdue/Default notice to the customer on behalf of the bank, as per the guidelines & formats provided by the bank.
Reporting to Credit Information Companies/other applicable reporting under respective applicable regulations and law will be done by the bank based on the information in the relevant systems

[bookmark: _Toc95734937]Credit Monitoring.

[bookmark: _Toc95734938]Credit Monitoring Matrix (First Line of Defence):

Inspection Unit (IU) being the First line of defence has to check agreed policies and procedures between BC Partner and bank.
IU will primarily be focusing on branch visits & HO Visits of BC Partner.
IU will be under control of Credit-Head/Vertical Head Credit Monitoring.
IU to work basically functioning to reduce credit risks.
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Risk Analyst


Central Processing Unit


Unit Inspection Wing



Unit Inspection  Vertical Head


UI Team



Central Processing Unit Asset Center


Credit Team (AC)
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UP AGRA Agra 3 3 3 5 4 5 3 5                        5 3.9 Cluster-1 Qualifying

UP AGRA Tundla 4 4 4 3 5 1 3 5                        5 3.8 Cluster-1 Qualifying

UP FIROZABAD Firozabad 3 5 4 5 5 5 1 5                        5 4.2 Cluster-1 Qualifying

UP MAHAMAYA NAGARHathras 3 4 4 5 3 5 3 5                        5 4.1 Cluster-1 Qualifying

UP MAHAMAYA NAGARSadabad 4 4 4 5 4 2 2 5                        5 4 Cluster-1 Qualifying

UP MATHURA Mathura 3 4 3 4 3 4 3 5                        5 3.8 Cluster-1 Qualifying

UP MATHURA Kosikalan 2 4 4 3 5 3 4 5                        5 3.8 Cluster-1 Qualifying

UP ALIGARH Khair 4 4 4 2 3 2 5 5                        5 3.5 Cluster-1 Qualifying

UP ALIGARH Atrauli 3 5 3 2 4 2 5 5                        5 3.8 Cluster-1 Qualifying

MP Jabalpur Vijainagar 4 3 3 3 1 4 4 5                        5 3.6  Cluster-2 Qualifying

MP Jabalpur Panagar 3 4 3 2 1 5 5 5                        5 3.6  Cluster-2 Qualifying

MP Katni Umaria Pan3 4 4 3 2 3 4 5                        5 3.7  Cluster-2 Qualifying

MP Katni Katni 2 4 4 5 1 5 4 5                        5 3.8  Cluster-2 Qualifying

MP Rewa Rewa 2 4 5 2 1 4 4 5                        5 3.5  Cluster-2 Qualifying

MP Satna Satna 2 4 4 3 1 5 3 5                        5 3.5  Cluster-2 Qualifying

MP Satna Nagod 4 4 5 2 3 3 3 5                        5 3.6  Cluster-2 Qualifying

MP Satna Maihar 2 4 4 2 1 5 4 5                        5 3.5  Cluster-2 Qualifying

MP Shahdol Beohari 4 4 5 4 4 3 3 5                        5 4.1  Cluster-2 Qualifying
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