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KARNATAKA STATE FINANCIAL CORPORATION

Established under the State Financial Comorations’ Act, 1851

ERLVAS 5.03.%.580./8.8./
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The Modified T
been implemented in the Corporation with th
e Circular No.962 dated 28.01.2013.
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CIRCULAR No. 92.2

Sub: Further amendments to MCAR Scheme and
release of third party collateral security.
-:0:0:0:-

Hronic Assets Resolution (MCAR) Scheme (Amended) has
e approval of the State Government
In the meanwhile, based on the
the Board, the State Governmenti has approved further
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ANNEXURE - A

MODIFIED CHRONIC ASSET RESOLUTION (MCAR) SCHEME

~ [FURTHER AMENDMENTS]

1. ACCOUNTS ELIGIBLE FOR SETTLEMENT:

€) The ioan shouid have been sanctioned on or before 31.10.2003;
and
The account should be in Doubtful-li} category as on 31.03.2011, provided
the account was in Doubtful-lil category for a period not less than two
years preceding the cut-off date:
o) Ailt accounts under MR category.
2. INELIGIBLE CASES
(i All ioans sanctioned for CRE sector (construction and real estate

sector) are ineligible for resolution under this scheme. However in
respect of cases where the primary and collateral securities nave

been soid can be considered under the scheme. The CRE

defin

¢

esidential a
odowns pr
ental d
of

[fo Japni!

i scounting schemes) may be ado
projects under CRE.

{ii} Cases of wiliful default, fraud and malf

sfinition as prevailing now (i.e., residential layout development,

partments, commeicial and office building, warehouse /
ominently used for sub-letting and assistance under
pted for the categorization



Gii) RESOLUTION FORMUL

Category Minimum Resolution Amount

A ‘Where the value of primary assets is!Disbyrsed amount_ + other debits
more than amount payabie on 2 timesi+ 2 times the S| demanded less
of SI* repayments, without any write-

u“f.

B |Where the value of secured 855%"{3 +1Cn S basis {i.e., disbursed
50% of net value of PP assets is more{amount + other debits + Si
than the amount payable on S! basis {demanded less repayments)
and not falling under ‘A’ above. without any write-off.

Where the value of secured assets +|75% of value of secured assets

C 50% of net value of PP assets is less |+ 50% of net value of PP assets
than the amount payable on Si basis{OR 30% of P+OD whichever is
and moere than 30% of (P+QD) higher

D | The secured assets are sold / realized |Maximum possible amount az
and net value of PP assets is -nii- or{determined by the Sub
less than 30% of (P+0OD) Committee of the Board chaired

sby ine Managing Director and
| lrecommendation of the Sub

Commitiee will be placed before
] the Board.

™ the amount pavabie on 2 times of Si means : Disbursed amount + other debits
+ 2 times the Sl demanded less {-) repayments.

YUIES.

-

(@) i the coilateral security is a single dwelling house and occupied by the
owner of the prooertv a concession of 25% on its value may be qiven
wiile determining the setiement amount. However, this concessic

appiicable for settiement under option ‘C’, as 25% concession is already
extended under the said option.

(b) in respect of the coliateral / personai properties located in rural areas as

defined in the MCAR policy, in addition to the concession in valuation of
the property up to 25% proposed for the single dwelling houses, an
additional concession up 10 25% may be provided.

are deceased| suffering
incapacitated and are unable to run the enterprise

1811 ca-i‘nng :A;-iy eV iucy ildili dlly vtilci unfbe aﬁef delahe PP
investigation, a concession up to 25% may be given on the seftlement
amount as determined in the respective resolution formula.

(C) in respect of the cases where the chief promoters
from chronic disease,
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(@)

(&) ¥

)

(K)

in respect of the cases where primary and collateral securities are sold
and the minimum resolution amount is determined on Sl basis as per
Formula ‘B’ in addition to the existing concessions indicated at (b) & (c)
above, an additional concession up to 25% may be offered, considering
the factors like duration of loan, rate of interest, repayments already made,
encumbrances, litigations and time f

frame involved in the realization of
dues through Courts.

it is proposed that the cases which invoive these concessions at (b), (c) &
(d) above be placed before the Sub-committee chaired by the Managing
Director and the extent of concessions be dacided in this mesting and the
recommendations wiil be placed before the Executive Committee / Board
for final approval

The cases settled on or after 01.04.2008 shall have an option to pay the
balance seftlement amount along with 100% delayed period interest
calculated @ 15% p.a. on simple interest basis till the date of entire
payment. Further, they have an option to opt for the new scheme in which

case, the part of any settlement amount paid including initial amount will
ve consigered for setiiement under the same.

} OTS cases approved prior to §1.04.2008 are not sligible for re-validation.

However, part of the OTS amount paid towards OTS settlement including
initial paymeant will be taken into consideration for settlement of account
under the Scheme.

7 The resolution amount proposed to be collected as indicated above is the

minimum amount;

Detaiied PP reports as per the prescribed formats in vogue should be
certified by the HODs in the Head Office and Branch Managers in case of
80s. PP repoits should be furtner cedtified by the concerned GMs  in
respect of BO cases;

ror determining the resociution amount in respect of cases wheie th
disbursed loan amount is less than or equal to ¥10.00 lakhs, the value of
PP assets may not be taken note of in case the Government of Karnataka
extends the validity of Speciai OTS Scheme.

Net vaiue of PP assets means, the value of the personal property as per
the valuation guidelines less the liability of other financial institutions /
banks and statutory liabilities like Sales Tax, Income Tax, PF arrears efc.,
provided the property in question is attached by respective authorities.

-4



() Release of single dwelling house offered by third party as collateral
security. In respect of cases which are eligible for settiement under the
scheme and where the borrowers have not come forward for settlement,
the request of third party collateral security owners / legal heirs can be
considered if it is the only residential house belonging to them. The terms
and conditions and other guidelines are enclosed at Annexure-l.

3. DELEGATION OF AUTHORITY TO APPROVE THE RESOLUTION:

A. Where no assets are availabie {i.e., no ptimary, collaterai and PP _assets)
Partictlars Approving Authority

Resolution proposal without write-offiNext  higher
i.e., P+OD and above irrespeciive ofjauthority™.
waiver amount

loan  sanctioning

Resolution proposal involving write-off |Board, based on the
i recommendations of Executive
Committee

B. Cases where primary, collateral and PP asseis a

§

s3eis are available:

Particulars Approving Authority

Upto resolution amount of T50.00 lakhs without
LR £ - bt 4

it Genaral Managers™
the ioan sanciioned by ihe iocan
sanctioning authority is DGM/ZM and below
o — - £
T i

Upto resolution amount of ¥75.00 lakis without
write-off and if the loan sanctioned by the loan
sanctioning authority is GM and below
irrespective of waiver amount.

Executive Direclors”

Upto resolution amount of €100.00 lakhs without|Managing Director
write-off and if the lecan sanctioned by the
loan sanctioning authority is ED and beiow
irrespective of waiver amount.

Resolution without any write-off irrespective of |Executi

waiver amount.

Resolution proposai involving write-ofi. Board, based on the

recommendations of
Executive Committee




*if the loan was sanctioned earlier by a delegated authority, the approving
authority for resolution in such cases will be the next higher loan sanctioning
authority. For example, if the loan was eairlier sanctioned by 'Mr.A' in his
capacity as a Branch Manager, the resolution package pertaining to this loan
cannot be approved by 'Mr.A’ in his capacity as a Zonal Manager /DGM and like-

wise. In such cases the approving authority will be the next higher level authority
of ZM/IDGM.

5. GENERAL GUIDELINES:

(i) Reliefs under this scheme cannot be claimed as a matter of right. The

Corporation reserves the right to accept or reject proposal for resolution
under the scheme at its discretion;

(i) An upfront payment of 25% of PDO+0D amount shall be collected before
processing the praposal which shall be held in ARPA till final resolution of
the account is decided upen. The said amount shail not be refunded.
Further, in case the proposal is not backed either by secured assets or by
PP assets, the designated authority to decide the down payment to be

imade.

e entire resolution amount under the scheme is not paid within the
stipulated time, the initial amount will be adjusted to the loan account and
£, -

e o s ki abmal lam fmihimda af Tme Al o e i o
further recovery action shalt be initiated in the normal cou

rse by canceiling

the resoiution package under the scheme.

(iv) There shail be no revision and no discretion provided under the scheme to
collect the resolution amount less than what is prescribed by the resolution
formula unless cthenwise provided as above,

(V) The initial amount / pait payment of OTS amount still kept in ARPA /

Suspense account shall be taken into consideration towards 25% of initial
payment as required under the scheme.

(vi) The resoiution package as approved by the competent authority shall be
placed before the next higher authority for information.

-5 -



(vii) Approved settiement amount has to be paid within 90 days from the date
of communication without interest. 25% of the approved amount
{including initial deposif) should be paid within 30 days. Another 25%
should be paid by the end of 60 days from the date of communication and
the balance 50% before the expiry of 90 days from the date of
communication. The seitiement package offered shouid lapse
automatically at the end of the gq® day from the date of communication.
The head of recovery departments in HO and Branch heads
responsibie for communication of canceliation of the
immediately after the expiry of 80 day

e
LA R Ky<.

are
resolution

8. GUIDELINES FOR VALUATION OF PRIMARY / COLLATER
P o Yo

AL / PERSONAL
PRCPERTIES:

Urban areas and semi-urban areas|The valuation

is to be determined
{for primary, collaterai and PP assets)

taking into consideration the 100% SR

value or market vaiue whichever is
higher.

areas (for primary, coliateral{The valuation is o be determined
and PP assets)

taking into consideration the 100% SR

valiia
Viaaiwe

Noie :

1.  Definition of uiban & semi-ulban_areas:

All areas coming under BBMPE,
BMRDA, BIAPA, all city corporations, all district head quarters, all town municipal
corporations and all areas coming undet ialuka head guarters. Further, areas
falling within 25 Kms from the outer iimits of Bruhat Bangaiore Mahanagar Palike,
10 Kms from the outer limits of the other City Corporations and 5 Kms from the

o uricils shall be treaied as semi-uiban
areas.

| areas. All areas exciuding (1) above.
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Annexure - i

TERMS AND CONDITIONS / GUIDELINES FOR RELEASE OF
THIRD PARTY COLLATERAL SECURITY

The request for release of third party coilateral security should have been

made by its owner / legal heirs only and the collateral security given
should be the only residential house of its owner / legal heirs.

T itd party means that the owner/owners of coliateral security
praperty should not be a family member/relatives of the borrower of a
particular loan account to which the coliateral security has been given.
The term ‘familv member’ is defined as in the iending policy of KSFC.

The property should have been broughi for saie under Sec.29/SARFAESI
Act / Revenue recovery for a minimum of 3 times and was not able to sell
the property. In such cases 75% {(25% concession) of its value shall be
collected and release the property 10 its owners/iegal heirs.

in respect of request received for considering reiiels and concessions of
bevond 25% of its value based on certain issues such as Death of owner,
health grounds, litigations etc., in such situations, the foliowing shali be the
criteria for extending additional reiiefs and concessions over and above
28% as indicated above, subject ¢ maximum addi

2 bject o um additional concessions of
kp 2 =474

£ /0.

st Particulars Percentage
o,

1{a) |If the coliaterali security owner have expired

subsequent to mortgage of the property
OR 20%

(b)Y 1The owner of the collateral security is suffering
from chronic deceases resulting in incapacitation.

Z if the collaterai security property is under litgation
and could not be sold even after release of 5%
minimum totai & Adveitisemenis for sale of the
property (litigation should have been there prior to
31.3.2011)

3

Locationai disadvantages such as surrounded by 5%
slum, multiple tenancy, sub-lease etc., the
commitiee afler studying the repoit can decide on
extending additional concession
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9.

MCDE OF PAYMENT:- The approved amount shall be paid within 90

days from the date of communication without interest as per the schedule

of payment applicable to the settlement under this scheme as per para
S¢vii).

6. DELEGATION OF AUTHORITY TO APPRGVE THE RELEASE OF
COLLATERAL SECURITY:

st IPa,'t,-'cu!ars Anproving authority
No.
1 in respect of cases| a. Ifthe approval amountis T20.00 iakhs and
where the release of below - General Manager
coliaterai security | b. if the approvai amountis above I20.00
property for an amount lakhs upto TS0 00 lakhs - Executive
of 75% of its value. Director
¢. If the approval amount is above ¥50.00 lakhs
- Managing Director
Z in respect of cases
where the request of |Board based on the recommendations of MCAR
concession is more | Sub Commitlee
than 25% of its value. 'l

7. GENERAL GUIDELINES:

@j

Reliefs under this scheme cannot be claimed as a matter of right. The

Corporation reserves the right to accept or reiect the proposal under
the schame at its discration.

{b) An up-front payment of 10% of 75% of the value of the coilateral

©

security property shall be collected before processing the proposal and
the samie shall be hald in ARPA tili final decision is taken.

if ihe entire approved amount for release of coilaieral security property
is not paid within the stipulated time, the amount paid will be adjusted
o the loan account and further recovery action shall be initiated in the
normai course by canceliing the offer given. There shalii be no revision
and no discretion provided under the scheme to collect the approved
amouiit less than what is approved as per the scheme by ihe
competent authority.



(a) i

(e}

{

@)

{

if the third parly collateral security owner has paid any part payment
earlier to the loan account by themselves with a request for release of
collateral security property and to avoid sale of the property, in such
cases, the amount already paid so far shall be taken into account as

part payment towards release of collateral security property under this
scheme.

if the collateral security owner has also given personal guarantee for
the loan, in such cases only the mortgaged collateral security property
would be released. However regarding P.G., only after PP
investigation and no PPs are found, the personal guarantee can be
released.

The release of third party collateral security property under this
scheme can be considered even though when the primary assets are
available for disposal with the Corporation and held up due 1o litigatiorn,
non saleability and other issues.

VWhiie availing concessions beyond 25%, in the event of owners of the
property is dead and anyone who is suffering from chronic deceases
resulting in incapacitation, in such cases authenticaled copy of the
certificate shouid be furnished as a proof.

y For vaiuation of coliaterai security property, the guidelines given as per

MCAR (amended) Scheme will be applicable.

This scneme is applicabie only for third pariy collateral of residential
oroperty and the owner should not own anv other residential /
commercial properties / vacant sites apart from the one which has
been given as security. Further, in order to ascertain the same, an
affidavit from the collateral owner should be obtained and alss
personai property investigation has to be carried out by the concerned
Branch/ Department.

if more than one coliateral security propeity has been given to a
particular loan account, then while examining request for release of
coliateral security property from one of the collateral security owner,
the Corporation shouid inform the other coilateral security owners in
writing about this scheme and to ask them to avail the same ¥
interested.

-.0:.0.0-
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