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CREDIT POLICY OF EDC LIMITED
1. Introduction
EDC Limited (hereafter referred to as "the Corporation") is a Government of Goa-owned Non-Banking Financial Corporation (NBFC) registered with the Reserve Bank of India (RBI). The Corporation is committed to promoting sound and responsible lending practices to support sustainable economic growth. This Credit Policy outlines the framework for credit evaluation, risk management and monitoring, ensuring that all credit decisions are made based on a robust and transparent methodology.

2. Objective
The primary objective of this Credit Policy is to establish a consistent and structured approach to evaluating and managing credit risk. This policy is designed to ensure that credit decisions are in line with regulatory requirements, particularly those stipulated by the RBI, and aligned with the Corporation's Standard Operating Procedure (SOP) for loan appraisals and disbursements.

3. Scope of the Credit Policy

The Corporationextends loans in the following categories:

1. Loan Schemes of the Government of Goa implemented by Corporation, such as:

a. Chief Minister Rozgar Yojana

b. Goa Tribal Employment Generation Programme

2. MSME Term Loans extended by the Corporation

3. Loans extended by the Corporation to the Government of Goa and the Corporations owned by it
4. Personal Loans to Government employees

The details of all loan schemes as approved by the Board and amended from time to time are placed on the website www.edc-goa.com. 
ThisCredit Policy provides the framework for assessing credit risk, appraising the loan proposals and risk categorizing borrowers based on their creditworthiness and repayment capacity in case of MSME Term Loans extended by the Corporation.
The following categories of loans are not covered in this Credit Policy:

1. Loan Schemes of the Government of Goa implemented by Corporation: The credit assessment and appraisal of the loan schemes of the Government of Goa implemented by the Corporation as per the guidelines issued by the Government of Goa. 
2. The Loans extended to the Government of Goa and Corporations owned by it: These loans are backed by comfort letter of the Government.The repayment is assured and sovereign in nature
3. Personal Loans are extended only the Government employees and are secured by way of direct deductions from the salaries
The Credit Policy to that extent is not applicable to these three categories.
4. Reference to Standard Operating Procedure (SOP)
The Corporation has a detailed Standard Operating Procedure (SOP) for loan appraisal and disbursement that governs the operational aspects of credit evaluation. The SOP outlines the steps for:

a. Loan Application and Documentation: Ensuring that all necessary documents are collected and verified
b. Credit Appraisal Process: Assessing the creditworthiness of borrowers through comprehensive financial and non-financial analysis
c. Loan Sanctioning and Disbursement: Defining the approval process and ensuring the proper disbursement of loan amounts
In addition to the SOP, the Board of Directors take decisions from time to time which are documented in the Minutes of the Board Meetings. 
This Credit Policy complements and reinforces the SOP and the Board Decisions, ensuring that all credit decisions are made within a clearly defined framework of risk management and compliance.

5. Factors to be considered for determining Rate of Interest and assessing Credit Risk
As per the RBI's requirement, in case of Industrial Term Loans extended by the Corporation, it has implemented a systematic ‘Credit Rating’ approach to categorize the credit risk of borrowers. The Credit Rating spreadsheet enables the Corporation to assess the capability and credit worthiness of the loan applicant, feasibility of the project, likelihood of default and ensure that appropriate risk management measures are in place.

The Credit Rating spreadsheet considers the following factors:

a. Management Factors:
The applicant’s education, technical work expertise, business expertise, existing annual profits, associate concerns profitability, CIBIL/ Banker’s report are considered in this factorto gauge the borrower’s capabilities and creditworthiness.

b. Industry and unit risk factors:

Different industries carry different risk profiles based on the nature of the business and external factors. The Corporation will categorize risk based on the industry type based on the Industry cycle, Saturation of similar units and Marketing arrangements.
c. Financial and other risk factors:

These risks are assessed based on the Debt equity ratio, Debt service coverage ratio, Value of principal/ additional/ Collateral security offered (as a % of loan amount), Margin on security, CIBIL Transunion score of Promoters/Management (Average) and the Net worth of the Promoters/ Major Shareholders (as a % of Proposed Debt).
d. Operational experience/ Record (repayments, waivers):

The borrower’s operational experience is assessed based on repayment punctuality as per original schedule and waivers/re-schedulements availed during currency of last loan
e. Operational experience (EDC):
In case the applicant has an existing operational experience with the Corporation, the experience of the Corporation will be assessed based on the factors such as promptness in submission of financial statements/Insurance and whether the unit observed to be in operation during visits of our officers.
6. Risk Categorization Framework
Borrowers will be categorized into the following risk categories:

Low Risk (Category A): Borrowers with strong financial health, stable income, a good credit history, and sufficient collateral. These borrowers are highly likely to meet their repayment obligations.

Medium Risk (Category B): Borrowers with average financial health, moderate income stability, and/or moderate collateral. These borrowers may have some past repayment challenges but show potential for improvement.

High Risk (Category C): Borrowers with weak financial health, inconsistent income, or past repayment issues. These borrowers may have limited collateral and could face challenges in meeting repayment obligations.

8. Loan Appraisal Process:
The Loan Appraisal, Sanctions and Disbursements process is explained in the SOP .The credit risk category of the borrower will influence:

a. Interest Rates: Higher risk categories may attract higher interest rates to compensate for the increased risk
b. Loan Tenure: The loan tenure may be adjusted based on the borrower’s risk profile.
c. Security and Collateral Requirements: Higher risk borrowers may be required to provide more stringent security.

The Board already has an approved Interest Rate Policy (linked to RBI Repo Rate) based on which the rate of interest to be charged to different categories of borrowers is decided. The Interest Rate Policy is uploaded on the website of the Corporation (www.edc-goa.com). Considering the demand and other economic factors, the Board reviews the Interest Rate policy periodically.
10. Credit Provisioning:
The Corporation will maintain appropriate provisions for non-performing loans (NPLs) in line with RBI guidelines. The risk categorization will directly impact the provisioning requirements, with higher-risk borrowers necessitating higher provisions.

11. Credit Exposure Norms:

The Board is authorized to fix the credit exposure norms under various schemes and limits applicable for Proprietorship (including individuals) / Partnership / LLPs / Companies / Government and also the Group Exposure norms. These are reviewed by the Board periodically.
12. Compliance and Regulatory Adherence:
The Corporation will ensure that the Credit Policy is aligned with all applicable regulatory guidelines issued by the RBI, including risk management norms and fair lending practices.

13. Conclusion:
This Credit Policy serves as a comprehensive framework for ensuring sound lending practices, effective risk management, and compliance with regulatory requirements. The Corporation is committed to maintaining the highest standards of credit evaluation, risk categorization, and borrower management to support sustainable growth.
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