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Y
ramework — 2.0
for COVID-19 Related Stress of

Individuals and Small Businesses

1. Scope and Obijective:

Bank has framed a Policy on “Resolution Framework for COVID 19 Related Stress for
Personal & Corporate Borrowers Based on the Resolution Framework for COVID 19
Related Stress” (“Resolution Framework — 1.0”) as declared by RBI vide Circular dated
06 August 2020 and subsequent notification dated 07 September 2020, RBI vide
notification Numbers RBI/2021-22/31 DOR.STR.REC.11/21.04.048/2021-22 and
RBI/2021-22/46 DOR.STR.REC.20/21.04.048/2021-22dated 5™ May 2021 and 4" June
2021 issued guidelines on “Resolution Framework — 2.0” for COVID-19 related stress
for Individuals and small businesses. This has been declared due to the resurgence of
COVID-19 pandemic in India in the recent weeks and with the objective of alleviating the
potential stress to Individual Borrowers and small businesses. These set of guidelines

are broadly in line with the Resolution Framework — 1.0, with suitable modifications.

Our Bank deeply cares for its customers and understands the difficulties customers are
facing because of the COMB-19 crisis.

*‘é‘s

In view of this, Bank has adopted following policy and guidelines in order to pass on the
benefit of “Resolution Framework -2.0: Resolution of COVID-19 related Stress’of

Individuals and Small Businesses”given by the RBI.
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2. Definitions:

For the purposes of this policy, the below terms shall have the meaning as provided

o
hereunder; _ ,-_ - Sl

6 7 .‘7

a) Board: The Board shaH meqn the Board of Directors or any authorized
committee(s) of the board of: the ‘Bank. J

b) Bank: The Vijayapura District CentraLCo operatlve Bank Limited, Vijayapura.

c) COVID-19: Coronavirus Disease or COVID-19 is an infectious disease, which was
declared as a global pandemic by World Health Organization on 11 March, 2020.

d) Personal Loans: Personal loans refers to loans given to individuals and consist of
(a) consumer credit (b)education loan, (c)loans given for creation / enhancement of
immovable assets (e.g., housing loan,etc.), and (d) loans given for investment in
financial assets (shares, debentures,etc.).

Consumer credit refers to the loans given to individuals, which consists of;
(a) Loans for consumer durables (b) auto loans (c) personal loans secured by gold,
gold jewellery, immovable property, shares and bonds etc (e) personal loans to

professionals (f) loans given for other consumptions purposes.

3. Applicability for resolution under thisPolicy:

The following are the broad categories of borrowers to whom this policy is applicable.

1. The credit facilities / investment exposure to the borrower should have been
classified as “Standard Assets” by the Bank as on March 31, 2021.
2. Those Borrowers who have not availed any resolution in terms of the ‘Resolution

Framework -1.0 subject to the special exemption mentioned at Clause 10 below.

4. Eligibility for Resolution under this policy:

The following borrowers shall be eligible for resolution plan under the Framework - 20

1. Individuals who have availed of personal loans (as detailed in 2 (d) above).
2. Individuals who have availed of loans and advances for business purposes and to

whom the Bank has aggregate exposure of not more than Rs.50 crores as on

March 31, 2021.(Other than MSME category borrowers)
3. Small businesses, including those engaged in retail and wholesale trade, other
than those classified as MSME as on March 31, 2021, and to whom the Bank has
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5. Exclusions under this policy:

/s
aggregate exposure of not more than Rs.50 crores as on March 31, 2021. /&8

Borrowers having financial stress on account of COVID-19.

/s

The following categories of borrowers are not excluded under this Framework;

. Exceptions as specified under the Prudential Framework.

. MSME borrowers whose aggregate exposure to the Bank, collectively, is Rs.25
crore or less, as on March 1, 2020.

. Farm credit as mentioned in Master Direction issued by the RBI on priority sector
lending. However, loans to allied activities, viz., dairy, fishery, animal husbandry,
poultry, bee-keeping, sericulture and loans given to farmer households are eligible
under the Framework.

. Resolution Framework does not cover personal loans extended to the staff /
officers of the Bank.

. Loans to Primary Agricultural Credit Societies, Farmers' Service Societies (FSS)
and Large-sized Adivasi Multi-purpose Societies (LAMPS) for on-lending to
agriculture.

. Exposures of the Bank to financial service providers, as defined in the Insolvency
and Bankruptcy Code, 2016.

. Exposures of the Bank to Central, State and local Government bodies and body
corporates established by an Act of Parliament or State Legislature.

. Exposures of housing finance companies where the account has been rescheduled
in terms of para 2(1)(zc)(i) of the Master Circular - The Housing Finance
Companies (NHB) Directions, 2010 after March 1, 2020, unless a resolution plan

underthe Resolution Framework has been invoked by other Bank.

6. Identification of Stress due to COVID-19 under this policy:

The Borrowers who are affected by the outbreak of COVID-19 are eligible under this
Resolution Framework. For the purpose of identification, some of the indicative signs of

financial difficulty may be as under;

a) Job Loss or variation in cash flows or variation in income for self or family
members.
b) In cases where the salary / perk / incentive of the borrower has been
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reduced.

c) Decline in Sale or Net Profit.

d) Decrease in selling price of the commoaity dealt with by business.

e) Unrealized / longer period for realization of Book debts.

f) Decrease in production due to lockdown.

g) Shut-down of business.

h) Lockdown (partial/full) imposed in the area during last one year.

i) Sudden rise in expenditure on account of high medical bills or any other
expenditure incurred on account of COVID-19 pandemic on self or family
members.

j) Death of borrower / co-borrower due to COVID.

k) Delay in completion of course, delay in getting employment / under
employment (pertains to Education loan).

) Delay in completion of construction / possession of house / flat due to
COVID-19.

m) In the absence of any documentary evidence, the income loss due to
COVID-19 shall be taken on declaration basis as well.

n) Any other reason acceptable to the Bank.

7. Invocation of Resolution Plan under this policy:

1. Resolution under this framework shall be provided only to the borrowers having
stress on account of COVID-19.

2. The resolution process under this window shall be treated as invoked when the
Bank and the borrower agree to proceed with the efforts towards finalizing a
resolution plan to be implemented.

3. In respect of applications received from the borrowers for invoking resolution
process under this window, the assessment of eligibility for resolution as per the
guidelines of the framework shall be completed and the decision on the application
shall be communicated in writing to the applicant by the Bank within 30 days of
receipt of such applications. The date of such communication by the Bank to the
borrower agreeing to the resolution plan shall be treated as the date of invocation.

4. The last date for invocation of resolution permitted under this window is
September 30, 2021.

5. The Bank can take decision to invoke the resolution process under this window
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independent of invocation decisions taken by other lending institutions, if»';an';:i" "

o

having exposure to the same borrower.

8. Implementation of Resolution Plan:

The Resolution Plan shall be deemed to be implemented’only if all of the following

conditions are met;

1. The Resolution Plan should be finalized and implemented within 90 days from
the date of invocation of the resolution process under this Framework.

2. All related documentation, including execution of necessary agreements between
Bank and borrower are completed and collaterals provided, if any, are completed
by the bank in consonance with the resolution plan being implemented.

3. The change in the terms of conditions on the loans get duly reflected in the books /
CBS system of the Bank. :

4. Borrower is not in default with the Bank as per the revised terms.

9. Features of the Resolution Plan:

A-Term Loans and Demand Loans:

1. The resolution plans may include rescheduling of payments / EMI, conversion of
interest accrued or to be accrued into another credit facility or granting of
moratorium, based on an assessment of income streams of the borrower.
However, compromise settlements are not permitted as a resolution plan for this
purpose.

2. The installment / EMI shall be re-fixed after capitalizing the interest during the
moratorium.

3. The moratorium period, if granted, may be for a maximum of two years, and shall
come into force immediately upon implementation of the resolution plan. The
extension of the residual tenor of the loan facilites may also be granted to
borrowers, with or without payment moratorium. The overall cap on extension of
residual tenor, inclusive of moratorium period if any permitted, shall be two years.

4. Under any Term Loan schemes of the Bank, if the total period of repayment or
maximum age of the borrowers etc is getting breached due to Covid-19

moratorium already permitted under RBI’'s Regulatory Package or moratorium now
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permitted under Resolution Plan, the same will not be treated as breach of
scheme guidelines. ,

5. In case of overdue of instalment and / or interest already existing at the time of
implementation of the resolution plan, the period of instalment / interest pending
should also to be notionally taken as moratorium period in addition to future

moratorium subject to overall moratorium of two years.

B- Working Capital Facility:

10.

The repayment of interest shall be deferred for the expected future period of stress
along with un-serviced interest so far, if any, subject to a maximum of two years.
The future period of stress shall be assessed based on the borrower’s declaration

of projection of income.

2. The interest accruing as above, during the deferred period and overdue interest as

on the date of implementation shall be converted into a Funded Interest Term Loan
(FITL), with the same rate of interest as that of the OD / CC facility and shall be

repayable within a period of 3 years, including moratorium period permitted, if any.

3. In case of un-serviced / overdue interest already existing at the time of

implementation of the resolution plan, the period of interest un-serviced should also
be notionally taken as the moratorium period in addition to future moratorium

subject to overall moratorium of two years.

4. The resolution plan may also include sanctioning of additional credit facilities to

address the financial stress of the borrower on account of Covid-19 or working

capital limit shall be re-assessed and revised limits may be granted.

Extension of moratorium and residual tenor of loans where

Resolution Framework 1.0 implemented:

1.

In case of borrowers (individuals) where resolution plan had been implemented in
terms of the Resolution Framework — 1.0, and where the resolution plan had
availed no moratorium or moratorium of less than two years and / or extension of
residual tenor by a period of less than two years, it is now permitted to modify the
moratorium and extension of residual tenor up to a period of two years only.The
overall caps on moratorium and / or extension of residual tenor granted under
Resolution Framework — 1.0 and this framework combined, shall be maximum of

two years.
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L 2. In case of borrowers (small business) where resolution plan had

implemented in terms of the Resolution Framework -1.0, it is now permitted-,:;.

one-time measure, to review the working capital sanctioned limits and / or drawL S
power based on a reassessment of the working capital cycle, reduction of mafg'ihg“?%l"
-..efc, without same being treated as restructuring. The sanction in this regard shall
be taken by September 30, 2021, with the margins and working capital limits
being restored to the levels as per the resolution plan implemented under
Resolution Framework — 1.0, by March 31, 2022.

3. These modifications shall also follow the timelines specified in for invocation and

implementation as described under the Policy.

4. For loans where modifications are implemented in line with above, the instructions
regarding asset classification and provisioning shall continue to be as per the

Resolution Framework — 1.0.
11. List of Applicable Loans, Application Form & Appraisal:

1. The list of loan products extended by The Bank to it's customers which are eligible
for Resolution Framework 2.0 are mentioned in Annexure 1.
2. The application format for consideration under Resolution Framework 2.0 is
detailed out in Annexure 2.
, 3. The appraisal format for sanction of applications received under Resolution

Framework 2.0 is as per Annexure 3.

} 12. Asset Classification and Provisioning:

1. If a resolution plan is implemented in accordance with the Resolution Framework,
the asset classification of the concerned borrowers' accounts classified as
‘Standard’ may be retained as such upon implementation of the plan. Borrowers'
accounts which may have slipped into 'Non-Performing Assets' ("NPAs") between
the invocation and implementation of the resolution plan can be upgraded as
‘Standard’, as on the date of implementation of the plan.

2. Additional credit facilities provided to borrowers in respect of whom the resolution
process has been invoked, if sanctioned even before implementation of the plan in
order to meet the interim liquidity requirements of the borrower, can be classified
as 'Standard' till implementation of the plan regardless of the actual performance
of the borrower with respect to such facilities in the interim.
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13.

. If the resolution plan is not implemented within the stipulated timeline, the asset

classification of such additional credit facilities will be as per the actual
performance of the borrower with respect to the same or the rest of the credit

facilities, whichever is worse.

. The Bank shall keep provisions from the date of implementation, which are higher

of the provisions held as per the extant IRAC norms immediately before
implementation, or 10 percent of the renegotiated debt exposure of the Bank post

implementation (residual debt), for this purpose.

. In case of ‘Personal Loans’, Bank may reduce 50% of the above provisions upon

the borrower paying at least 20 per cent of the residual debt without slipping into
NPA post implementation of the plan, and the remaining 50% may be written back
upon the borrower paying another 10 per cent of the residual debt without slipping

into NPA subsequently.

. In case of ‘other than Personal Loans’, the above provisions shall not be written

back before one year from the commencement of the first payment of interest or
principal (whichever is later) on the credit facility with longest period of

moratorium.

. The provisions required to be maintained under this Framework, to the extent not

already reversed, shall be available for the provisioning requirements when any of
the accounts, where a resolution plan had been implemented, is subsequently
classified as NPA.

Reversal of provisions:

In case of personal loans, half of the provisions can be written back upon the
borrower paying at least 20% (twenty percent) of the residual debt without slipping
into NPA post implementation of the plan, and the remaining half can be written
back upon the borrower paying another 10% (ten percent) of the residual debt
without slipping into NPA subsequently.

In case of resolution of exposures other than personal loans, the provisions
maintained by the ICA signatories can be reversed in the manner as mentioned
above. However, in respect of the non-ICA signatories, half of the provisions can
be reversed upon repayment of 20% (twenty percent) of the carrying debt, and the
other half can be reversed upon repayment of another 10% (ten percent) of the

8|Page




carrying debt, subject to the required provisions as per the extant IRAC

being maintained.

14.Other Conditions:

1. After implementation of the resolution plan, the subsequent asset classification will
be governed as per the extant IRAC norms or other relevant instructions as

applicable the Bank.

15. Disclosure and Credit Reporting:

1. Bank in its annual financial statements shall make disclosures as per the format
prescribed in Annexure 4.

2. The credit reporting by the Bank in respect of individuals and small businesses
borrowers where resolution plan is implemented under this window shall reflect

the “restructured due to COVID-19” status of the account.

16. Miscellaneous:

1. Display on Website: The Board approved policy on restructuring of stressed
assets will be hosted on the Bank’s website for our customer’s information and
benefit.

2. Review of Policy: The Policy shall be reviewed as and when required by the
applicable rules and regulations.

3. While Policy outlines the broad internal guidance that the Bank will follow to take
decisions regarding this restructuring of stressed assets / loan, the Bank retains the
discretion to take decisions regarding this Policy depending on case specific
issues. The Bank reserves the right to amend the Policy within the framework of

RBI guidelines.

A PpION ol

*****END*****
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Annexure 1

List of Loan products which are eligible for sanction under Resolution Framework 2.0

1.

8.

9.

Housing Loan Public

Salary Loan Public
Vehicle Loan Public
Consumer Durable Loan
S.S.Y. Loan

NFS Loan

Education Loan

Gold Loan

Cash Credit / Overdraft

10. Overdraft Against Mortgage (OAM)

11.SRCC Loan

12.Swarna CC Loan
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Annexur,_é:gé
APPLICATION UNDER RESOLUTION FRAMEWORK 2.0 ON ACCOUNT OF CO\[@ s

|.Name of the Borrower Mr / Mrs / Miss

a)Address:

b) Mobile no (Registered Mobile

Number as per Bank records)

Il. Type of Loan availed

a)Account number:

b)Branch Name:

c)Loan amount availed: Rs.

[l Reason for Non-Payment Salary cut / Job Loss / Closure of Business /
Temporary disruption of Business / Others (Specify)

a)Source of Income: Salary / Business / Profession / Others (Specify)

b) Pre-Covid 19 Income Details: | Month: February, 2020
Net Monthly Income:

c¢) Current Income Details: Month: Previous Month
Net Monthly Income:

d)Documents proof enclosed: Salary Slips / Bank Statement / Terminal Letter /
Others (Specify)

e)Whether Moratorium required?: | Yes / No.

f)\Whether Reschedulement of Yes / No.

installments required?:

In view of the above hardships faced by me on account of Covid-19 Pandemic, | / we
request you to consider our request favourably. In case of positive consideration of my /
our request, | / we agree to abide by the terms and conditions of the rephasement /

reschedulement stipulated by the Bank.

Date: Signature of Applicant
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Annexure — 3

g

APPRAISAL NOTE FOR OFFICE USE

of submitted | Yes / No

1.Whether documentary pro

is acceptable:

2.Status of Account as on 31-03-2021

a)Outstanding: | Rs.

b)Whether Irregular as on date: Il Yes / No
|

¢)First unpaid instaliment (Pri + Int) due on

d)Period of irregularity (in days)

e)IRAC status -

f)lWhether eligible under Covid19 | Yes (if Standard as on 31-03-2021)

Resolution Framework 2.0: No (if IRAC not Standard as on 31-03-2021)
[if No go to item 7 below & reject

\

3.Status as on Date of Invocation:

a)Outstanding: Rs.

b)Current IRAC Status: | Standard / SMA/ Sub-standard
4.0Original Sanction Details: l
a)Installment (Pri + Int) \
b)QriginalTenor Expiry (Loan closing date):
5.Income Details:

a)Source of Income: | Salary / Business / Profession / Others

b)Net Monthly Income (Pre-Covid19) for the Rs.

month of Feb, 2020

c)Net Monthly Income (Present) for the Rs.

month of 3
6.Details of Proposal under COVID-19 \

Resolution Framework:

a)Extension in Tenure approved: months
Max 24 months from original date of tenor expiry
as per item 4(b) above.
b)Moratorium Approved: months

Max 24 months (In case of job loss / closure of
business)
| Max 12 months (If any other reason)
[Date of Invocation (item 3) + Period of
Moratorium given (item 6.b)]

[Date of Tenor expiry as per original sanction
(item 4.b) + Extension in Tenor approved (item
6.a)]
Principal: Rs. + Interest: Rs
TOTAL: Rs.

c) Date of First Repayment as per revised

repayment schedule
d)Tenor expiry date as per revised
repayment schedule.

e)Revised Repayment

7.Sanctioned / Rejected:

Appraisor Assessor Sanctioned Authority
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Annexure - 4

Description

Individual
Borrowers

Personal
Loans

Business
Loans

Small
businesses

(A)

Number of requests received for
invoking
resolution process under Part A

(B)

Number of accounts where
resolution plan has been
implemented under this window

(C)

Exposure to accounts mentioned at
(B) before implementation of the
plan

(D)

Of (C), aggregate amount of debt
that was converted into other
securities

(E)

Additional funding sanctioned, if
any, including between invocation
of the plan and implementation

(F)

Increase in provisions on account of
the
implementation of the resolution
plan
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