
I

THE NAVNIRMAN
CO.OPERATIVE BANK LIMITED

All information contained in this document is proprietary and intended
solely for Internal use by Bank Employees. Any unauthorized duplication

or distribution is strictly prohibited

:Fair L.,.egding Pf?ctice-Penal charges in lqan accgunlq Poligv

(AS APPROYEp AN-p PUT |N:PJACE V|DE
RESOLUTION NO.(!fl) PASSED IN THE MEETING OF

BOARD OF DIRECTORS HELD ON 29-02-2024

d
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in refr.ns of I1BI Ref. No. DoR.MCS/REC.28101.01.001i2023-24 and No. DoR.MCS/REC'61/01.01.00112023-24

dared lg-08-2023 and2g-12-2023 respectively, the practice of charging penal interestto inculcate credit discipline

neecls ro be replacecl by levy of pENAL CHAI{GES to avoid Bank irsirrg it as |evenue enhancement tool. Hence, it

is resolr-ed unanirnously to clevise and adopt Fair Lending Practice-Penal charges in loan accounts Policy

as lrnder :

F'air ndins Pra Penal rses in loan accounts P

3.2.3 ofthe Master Circular - Prudential nonls on Income Recognition, Asset

pertainipg to Advances dated April I ,2023, as per which in respect of NPAs,

income that have accrued shouid cease to accrue irt the current period and

r.iricier tiree ertant gLridelines, lending institution g]rave the operation alas to no my to for rnulate Board approved

i-.oii* tbr lerr of penal rares of interest. rl"*"";;,n*ul,y,if .hurg.d, for non-co-rtrplifr"Joilinaterial teims and

.i-anditioirs or loan contract by the borrowers hall hence forth be treaied as 'Penal charges' and shall not believed

irr riie torli oilPen:rl Interest'that is added to the rate of interest charged on the advances'

l,:: ri'L.rore poiicl *.ill be eff'ective in respect of all fresh lqan availed fi"om April 1,2024 onwards' In case of

Jr\rsii:tq ir--ans- the s\itch over to nerv penal chargds regirne shall be ensuretl on the tlext reviewlrenewal date

,. ::r-J o, or.1er April l" 2024. bur nor rater thair JLrne 30, 2024.'I-he policy applicable to all credit facilities

; r. rr'.l.. C redit C ards. Erterttal Cotl mercial Borrow ing/-f rade Cred its.

i ;: e r-.-shallbepoc a p it a I i z a t i o n ofpenalchargesi.e.,nofurtirerinterests h a I I b e computed on tYt! charges'

iro*erer. the svstem will recover such pe-nal charges immediately from the first credit deposit in the said

loan,lccioD accoLlnt of the borrower, followed by relovery of accrued interest and installtnent if any' This will

,orirj ar\ *,ay aff'ectthenormal proceduresfoi"o-porndingof interestintheloanaccount.Bankshall cltarge

irricr.est on rrnpaicl interest (including ou r.rnpaid EMI) at tlie contracted rate of irrterest till the date of remediatiotr'

\o, cornpliilrrce of,the material terms arrd conclitions sliall include out of order/overdue positiotl in cash credit

irrrcl orcrclralt accor"luts. rrou compliance of sanctioned rernrs and couditions arrd it shall be based otr Bank's owl.l

assessllrept. DefaLrlt in repayment by the borrorver is also a type of non-compliance of rnaterial ternrs and

ct'ncl itions of loan fcpa) InellL colltract b1 tlre bort'orver'

l.he Bank shall not introduoe any additional component to the rhte of interest and ensure compliance to these

qiricielines in both letter and spirit.

i lrequarrtumofpenalchargesshallbe2% (l"wo per cent) p.a. on the amount of default and/or overdue amount as

o, rhe lasttla-r- of the montlr forthe non-compliance of uraterialterms and conditions of loan contractwith out

ire ing cliscrrrriuate or with in a particular loan/ product category. Additional penal charges shall rrot be levied

,)1r tlre cariier cutstnnding amoLint of penal charges. Since applicaUitity of GST ol Service charge is decided

,nr Cen.riai Board oilndrrect'faxes & Customs, instructions and clarifications, if any, issued by CBIC in this

.egard pay be follorved, meaning thereby that Penal Charges plus GST, if applicable, shall be recovered

itrr'rn tltc bot'rorr ers.

l-he 
'erral 

charges irr case of loans sanctiouecl to 'individual borrowers. for purpose so ther thatr business',

-lrell rrot be hrsher tlian the penal charges applicable to nou-individual borrowers for sirnilar non-compliance

t,l rttlticr'tai tct'rtts artcl cotrclitiorrs.

Iire qLrantulr and reason for penal charges shall be clearly disclosed Uv P.T\to the customers in the loan

agreerrent and most importuni rerms & conditions / Key Fact Siatement (KFS) as applicable, in addition to

ircing dispiayecl on Bank's website r-rnder hrtet'est rates and Service Charges' 1

/.

\\ lrcrr ,"'r ct. r.errrirrclers fol' norr-corrrpliance of rnaterial tertns attd cotrditions of loarl are sent to borrowers' the

applicable penal cliarges sSall be cornmurricated. Fulther, any instauce of levy of penal charges and there as

ou thcre for shall also be courntunicated'
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slrould be reversed with respect to past periods. if uncollected' Accordingly, in respect of NPA accounts,

pepal charges shall be reversed to the extent it remains uncollected for the specific purpose of non-recognition

cf income. However, the same shall be part of tHe total liability of the borrower to the lender, unless it is

waived as per the bank's Board approved policy.

tn terms of Annexure Il Part A (Notes and Instructions for compilation) for Schedule l3: Interest Income of
Reserve Bank of Ildia (Financial Staternents - Presentation and Disclosure) Directions,2027, Schedule 13

will include all types of irrterest / discount income for tl,e banks whereas, bank will disclose fees and charges,

including penal charges, recovered from customers in 'schedule 14: O.ther Income' under the Notes

contai n i rr g Finarrcial Siaternent d isclosure.

Thrs policy shall be reviewed from time to time annually.
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