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THE STATE TRADING CORPORATION OF INDIA LTD. : NEW DELHI

Sub. : Guidelines for Trading in Back-to-Back Transactions*

1. Selection of Products:

1.1 Selection of products for trading shall be made carefully and only those
products shall be chosen which are freely saleable i.e. which do not form
specialized requirement of a particular associate and which can be sold to
other customers in the market in the case of default by the associate. Trading
of tailor-made products, products having short life and those whose value can
not be objectively determined (e.g. scrap, sophisticated equipments etc.) shall
be avoided. Any deviation in this regard shall only be with the approval of COM
notwithstanding the amount of the transaction.

1.2 The concerned managers are expected to acquire adequate product
knowledge (technical specifications, shelf life etc.) and market information
(prices, sources, end users, competition etc.) while submitting trade proposals.

2. Selection of Associates:

2.1 It shall be ensured that the associate selected for doing business is financially
sound, enjoys creditworthiness in the market and has relevant past experience
that justifies his capability to handle the proposed transaction. For this
purpose, annual accounts for the last three years, bank reports, IT PAN No.,
VAT/Sales Tax Registration No. and other relevant details shall be obtained
and examined in consultation with associate finance. Turnover achieved by the
associate from business in specific commodity during last two years shall be
essentially obtained.

2.2 In the event of transacting business with a new associate for the first time, a
formal assessment or rating of the associate shall essentially be obtained
through a professional agency like D&B.
The D&B report shall not be more than six month old in case of new associate.
In respect of party already doing business with STC, such reports may be
obtained every year.

2.3 While putting up a trade proposal with an associate with whom STC already
has dealings, a complete analysis of previous transactions indicating item-wise
date-wise amounts sanctioned/ released/ recovered (including L/Cs opened,
whether due or not) during the preceding one year shall be put up. The
credibility shall be got re-assessed by D&B more frequently than stated at 2.2
above, in case considered desirable, or if the value of the proposed transaction
is significantly higher than the previous transactions.

2.4 In cases where STC is expected to arrange supplies for exports, the
concerned division/branch shall be free to solicit offers from any supplier or
suppliers whom it considers competent.  There shall be no need to maintain a
panel of suppliers or inviting offers through tender for such purposes unless
any specific instructions are received in this respect from the nominating
Department of the Government. However, to the extent possible, sourcing shall
be made directly from manufacturers.

* Incorporating amendments upto December 2015
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2.5 To mitigate the possible risk factors, all import and domestic trading
transactions shall be entered into with end users of the traded items. In case it
is proposed to deal with traders, extreme caution shall be exercised, detailed
due diligence carried out and duly recorded in the proposal.

2.6 Extra care shall be exercised while dealing with proprietorship/ partnership
firms. A statement of assets and liabilities of such firms and their partners/
proprietors shall be obtained and assessed independently.

2.7

2.8

2.9

2.10

The parties referred to BIFR or otherwise known to have significant defaults in
repayments shall not be considered.
While selecting an associate for doing business, a team comprising concerned
managers from trading and finance divisions shall visit the party’s plant and
submit its report including, inter-alia, an in-depth analysis of their financial
standing and past performances, manufacturing cycle, raw material
requirement, consumption pattern, etc.
Report of the team shall mandatorily be enclosed along with all trade
proposals.
Before submitting any trade proposal, it shall be ensured that the buyer and
supplier are not related parties as defined in Accounting Standard -18 issued
by The Institute of Chartered Accountants of India.
The party should not be debarred by the Govt. or any organization owned by
the Govt. An undertaking in this respect shall be taken from the party.

2.11 A declaration be obtained from the prospective business associates indicating
their (i) banking limits (funded and non-funded separately) sanctioned &
utilized, and (ii) present exposure with other CPSEs.

3. Signing of MOA/MOU:

3.1 All MOUs/Agreements/Sureties/Guarantees, etc. shall be got vetted by the
Legal and Finance Divisions before entering into the transactions.

3.2 All Agreements shall include suitable clauses to ensure that:
3.2.1 Interest is applicable at rates notified by STC’s Finance Division from

time to time.
3.2.2 Additional margin money is recovered in case of decline in the value of

goods due to fall in market prices.
3.2.3 The trading margin is increased proportionately in case of delayed

recovery/roll over.
3.2.4 STC has the “first charge” on goods procured using STC funds or STC’s

L/C limits.
3.2.5 All stocks held by or pledged to STC is inspected every 45 days.

Surveyors are appointed and paid for by STC and surveyor’s fees is
borne by the Associate.

3.2.6 The agreed delivery schedule is recorded in the Agreement.
3.2.7 The obligations of the associate in execution of the contract are clearly

defined. If the goods are not lifted within the usance period and/ or all
outstanding amounts including interest, costs, trading margin and other



3

expenses are not paid in time, it shall be considered as a default on the
part of the associate, and the concerned associate shall have no
objection to sale of the goods pledged in favour of STC in the market at
associate’s risk and cost and STC shall be free to recover the
losses/damages suffered by it by adjusting margin money in part or in
full and/or by encashing PDCs or by taking recourse to corporate or
personal guarantees or by such other means as may be deemed fit.

3.3 In all cases of back-to-back business (both import and export), a tripartite
agreement between STC, the business associate and the foreign party shall be
entered into in line with the instructions contained in the Legal Division’s
circular dated 18.3.2009. In cases where signing of tripartite agreement is not
feasible, an Addendum to the main contract incorporating the specific clause
must be signed by the three parties. This is necessary to ensure that any
dispute in the transaction is restricted between the foreign party and the Indian
associate and STC would not be a party to any such dispute.

If any dispute or difference arises between STC and the overseas supplier in
respect of the contract and an award/judgement/decree/order is passed or a
settlement is otherwise reached, the business associate shall be bound to
accept the same and bear the liability resulting therefrom. Any payment made
by STC in this regard shall be reimbursed by the business associate to STC.

3.4 An Arbitration Clause, as per Legal Division’s circular dated 18.03.2009, shall
invariably be included in all the agreements (Annexure – I).

3.5 A confidentiality clause must invariably be included in all agreements in line
with the instructions dated 10.9.2007 (Annexure – II).

3.6

3.7

Names and addresses of the Associate’s bankers shall be obtained and
mentioned explicitly in the MOA/MOU.
All contracts/MOAs/MOUs signed by STC with the associates shall strictly
forbid any rollover/extension of LCs.

3.8 The following clause must invariably be included in all future
contracts/MOUs/MOAs, etc. signed with the associates :
“That M/s (Name of the Associate) hereby undertakes not to pledge or create
any charge on the goods pledged to STC in favour of any other party such as
banks/financial institutions, etc. Any violation of the terms & conditions of the
Contracts/MOU/MOA/Pledge deed shall be construed as criminal breach of
trust and render M/s (Name of the Associate) liable for criminal prosecution by
STC. Further, M/s. (Name of the Associate) hereby undertakes that the goods
sold by STC under the contract shall be held in trust as per tripartite agreement
entered or to be entered between STC, CWC/SWC/CMA and the Associate,
until entire payment towards the cost of goods and other charges is made to
STC and any violation of the terms & conditions of the trust deed shall render
the Associate liable for criminal prosecution by STC for criminal breach of
trust”.

4. Extent of Financing:

4.1 Margin Money deposit shall be obtained before release of STC funds or
opening of LC by STC which should normally be in the range of 10% - 15% of
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the contract value.

The amount of margin money shall be fixed after considering fluctuations in the
prices of the commodity in domestic and international market, salability of the
product, creditworthiness of the associate and market practice. Relaxation of
margin money amount vis-à-vis the laid down scale shall only be with the
approval of Committee of Management.

4.2 Wherever customs duty is payable, it shall be obtained in advance from the
associate by STC.

4.3 All other costs/expenses shall be paid for by the associate.

4.4 In cases where the competent authority has sanctioned an exposure limit for
an associate, multiple transactions may be entered into subject to the total
outstanding amount not exceeding the exposure limit at any stage. However,
in case of a default in any transaction, no fresh transaction shall be entered
into even within the exposure limit and the exposure limit sanctioned shall
automatically stand withdrawn.
Concerned commodity Director may condone a delay of upto 15 days beyond
the originally agreed due date of liquidation of stocks. However, as mentioned
in clause 7.4, no interest on margin money shall be payable by STC in such
cases due to non-lifting of material within the originally agreed time limit.

5. Securities and Documentation:

5.1 In all cases where STC funds are involved, the lifting of goods shall be phased
on a monthly basis as part of the agreement whereby the quantity to be lifted
within the first, second and third month shall be separately indicated and lifting
of total quantity shall be scheduled within a maximum of 90 days. Separate
advance cheques must be obtained towards full value of month-wise quantities
covering total quantity/value funded by STC.

5.2 All cheques shall be dated and complete in all respects and the signatures on
the cheques should preferably be authenticated by the concerned Bank. The
cheques shall be got replaced by fresh cheques from time to time to ensure
that the cheques in STC possession are within the validity date. A letter from
the associate shall necessarily be obtained mentioning that the cheques were
being furnished towards the value of stocks and authorizing STC to encash the
cheques on the due dates in case of delay in lifting.

5.3 In the case of domestic supplies to Defence/other Government Organisations,
where STC is required to give margin money/PBG, the same shall be taken
from the associate.

5.4 The PDCs and other securities e.g. margin money, Bank Guarantee etc. shall
be kept in the safe custody of the Finance Division. A register shall be
maintained showing full details of such securities and the same shall be
reviewed and signed every month jointly by Marketing and Finance at levels
not lower than DGM.
However, monitoring and any further necessary action, such as, invoking of
guarantees or presenting cheques for payment shall be the responsibility of
concerned trading division.



5

5.5 All matters of delay in lifting vis-à-vis the agreed schedule shall be taken up
immediately and strongly with the associate and additional margin money (as
required) obtained. In case the division/branch considers it absolutely essential
to extend the maximum period allowed for lifting, the proposal shall be put up
with justification for approval of COM in consultation with concerned
commodity Director. All receivables, particularly the overdue amounts, shall be
monitored on a daily basis.

5.6 It shall be ensured that the stocks taken over by STC as security must be
‘Pledged’ to STC and not ‘Hypothecated’. The legal format available with Legal
Division shall be used for this purpose.
The High Seas Sale Agreement in case of imports and pledging of goods in
favour of STC shall be done simultaneously.

5.7 It shall be ensured that the stocks pledged to STC are valued correctly. Third
party valuation may be resorted to, if considered necessary.

5.8 Personal/corporate guarantees shall be obtained in all cases as per the format
approved by Legal Division and kept on record. A certified copy of Board
Resolution of the Associate may essentially be obtained in respect of every
Corporate Guarantee received by STC. Both Marketing and Finance Divisions,
while opening L/C or releasing payment, shall ensure that all
Corporate/Personal Guarantees had been furnished as per the draft duly
vetted by Legal Division.
A declaration shall also be obtained about the assets owned by the guarantor
containing details such as address of the properties, bank account numbers of
the individuals/companies/directors/partners of the firms and address of the
banks, names in which assets held, etc.

5.9 The prices shall be monitored closely and, in case of any decline in the value
of stocks vis-à-vis the outstanding amount, Branches/ Divisions will arrange to
collect additional Margin Money from the concerned associates or take any
other suitable action in consultation with commodity Director.

5.10 It shall be ensured that the goods financed by and pledged to STC are not
used by the associates for availing further finance from banks/other financial
institutions. An undertaking to this effect shall be obtained from the associate
declaring that they shall not avail any further finance from any financial
institution/bank in respect of the concerned stocks without STC’s concurrence
in writing.

5.11 The banker(s) of the Associate shall be apprised of the pledging of stocks to
STC.

5.12 In the event of termination of the contract at any point of time by the
international supplier/buyer, the agreement with the local associate shall stand
terminated without any liability accruing to STC.

Trading margin for the entire transaction shall be recovered from the margin
money/advance deposited by the associate irrespective of whether the
transaction is cancelled by foreign buyer/supplier or the local associate.

The above provision shall be applicable only in case the margin
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money/advance is available with the Corporation for recovery of trading
margin.

5.13 In case of default by an associate, actions shall be initiated to persuade the
party to pay in a time bound schedule. If default persists, actions shall be taken
with the approval of Director (Marketing) for recovery which may include
invoking guarantees, proceeding under Section 138 of the NI Act, selling of
stocks pledged to STC, initiating winding-up proposals, ascertaining names of
all Directors (of the defaulting company) and writing to them, taking up with the
associates’ bankers, RBI, credit rating agencies, DGFT, etc.

5.14 In all cases where EPC is availed, it shall be ensured that (i) foreign L/C is
established with STC as the beneficiary and is advised through STC’s bankers
(ii) shipment is effected with STC as the exporter and shipping documents
negotiated at the counter of STC’s Bank, and (iii) export proceeds are credited
to STC’s account.

5.15 All bank guarantees received by the Corporation shall be got confirmed by the
respective issuing banks.

5.16 In respect of all transactions (excluding bullion) involving utilisation of STC
funds/limits, forward foreign exchange cover shall be taken at the cost of the
associate. Alternatively, the associate must provide additional 5% margin
money.

5.17 Financial closure of all transactions in non-Govt. business shall be achieved
within one month after last delivery/transaction.

5.18 Export LCs must be negotiated ‘clean’ and never ‘under reserve’.

5.19 Normally, exports shall be made only against Letter of Credit. If any other
payment terms are agreed to, a proper due diligence of the buyer must be
carried out before exports are made and payments be released to associate
only after proceeds are realized by STC.

6. Rate of Interest

6.1 The recovery of interest in all cases shall be made at the rates notified by
STC’s Finance Division from time to time.

6.2 In all cases of outstanding dues, interest from the parties shall be recovered (to
be actually recovered and not only debited to party’s account) on a monthly
basis.

7. Pricing / Trading Margin

7.1 Attempt shall be made to maximize STC’s trading margin which shall be fixed
keeping in view the following :

- Nature of product
- Market practice
- Competition
- Expected turnover
- Risks involved
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- Any other relevant factor

7.2 While opening L/C or otherwise paying for the goods, it shall be recorded
jointly by the Marketing & Finance Divisions that the price is reasonable and is
in line with the prevailing market.
Before opening of LC, reduction, if any, in the market price vis-à-vis the
contract price, shall be collected from the associate for the entire transaction.

7.3 In case of sudden increase or decrease in the international prices of a
commodity, the Division / Branch shall closely monitor ongoing business and
exercise caution in doing further business.

7.4 STC shall pay interest on margin money at SBI Savings A/c rate from the date
of receipt of amount till the date of settlement provided that lifting of the
material is completed by associates within the originally agreed overall time
limit. No interest shall be payable by STC on the margin money in cases where
lifting of material is not completed within the originally agreed overall time limit.
Parties shall be charged interest at rates as per agreement on the full
outstanding amount without adjusting the margin money.
For any pre-payment made by the associates before the due date, STC shall
pay interest at short term deposit rates of State Bank of India subject to such
period not being less than 7 days. Such payment shall be made only at the
time of final settlement.

7.5 No proportionate adjustment of margin money shall be made while issuing
delivery orders. Such amounts may be adjusted only at the time of last
delivery.

8. Insurance:

8.1 Insurance cover for 110% of the value of goods showing STC as full
beneficiary shall be taken at associate’s cost for all possible losses. In this
regard, guidelines issued by Insurance Division shall be complied with
(Annexure – III).

9. Roll over/extension of LCs:

9.1 Request for roll-over of L/Cs beyond 90 days shall be submitted only in
exceptional cases.

9.2 The roll over requests shall be put up to COM at least two weeks prior to the
due date of payment and physical verification of stocks shall be carried out
before recommending the request.

9.3 Proposals for rollovers must invariably indicate the market price at the time of
entering into the transaction vis-à-vis at the time of consideration of roll over
request and the reasons for delay in implementation of the transaction.

9.4 For the extended period, the trading margin shall be increased pro rata on
monthly basis for unlifted quantities.
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9.5 STC’s trade margin, interest upto the last date of usance period and additional
LC charges shall be recovered upfront before acceding to the request of roll
over and revised rate of interest may be decided for the extended period.

9.6 All applicable bank charges shall be borne by the associate.

9.7 No roll over of margin money shall be allowed from one contract to another.

10. Monitoring of stocks:

10.1 Goods shall always be purchased in STC name and kept under STC’s physical
custody.

10.2 Goods shall remain free from all encumbrances at all times and STC shall
have the first charge on the goods.

10.3 Physical verification of all stocks pledged to STC shall be carried out by STC
managers along with the surveyors every 45 days. The report shall be certified
by STC manager conducting the physical verification and submitted to the
concerned Director (Marketing) duly endorsed by BM/divisional head.

In case physical verification of the stocks every 45 days by STC managers is
not found necessary or feasible because of stocks being non-moving or any
other reason, specific approval of Director concerned shall be obtained.

10.4 The movement of goods after High-Seas Sales shall be continuously
monitored/ supervised by the concerned Branch/Division i.e. from clearance of
goods by the Clearing & Handling Agent till the goods reach STC nominated
warehouse. The goods shall be pledged in favour of STC at the time of High
Seas sale.
Concerned commodity Manager shall monitor inventory in respect of
owned/pledged stocks. Commodity manager shall maintain proper records of
quantity contracted, received, issued and balance quantity including remaining
shelf life of each commodity. Commodity Manager shall also track all contracts
where either commodity is perishable or prices are lower than book value.
Proposals for corrective action including taking mark to market margin to cut
further losses shall be submitted by the commodity manager through
BM/Divisional Head to concerned commodity Director who may take suitable
decision in the matter or bring proposal to COM for liquidation, if considered
necessary.

10.5 In all the back-to-back contracts, the concerned Division/branch shall closely
and regularly monitor the execution of the contract by the supplier. The
concerned Managers shall visit the manufacturing unit/godowns/ports as also
see the progress in shipments.  A system of strict quality check shall be
followed.  In addition to stipulated quality inspection procedure in the contract,
additional quality checks shall be undertaken, if considered necessary. In
export contracts where the quality/quantity is final at the discharge port, extra
quality checks shall be undertaken.

Concerned commodity manager shall report the status of execution of contract
to BM/Divisional Head every week, including inter-alia, status of project plan,
turnover achieved, rates/charges agreed, margin money/collaterals received,
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adherence to lifting schedule, quality and quantity of commodity, mark-to-
market losses, receivables, etc. BM/Divisional Head shall review the status of
various contracts on a monthly basis and provide a report to concerned
commodity Director. All Divisional Heads/Branch Managers would monitor on
regular basis and send quarterly reports in respect of status of implementation
of all trade proposals to MSD through their respective Directors.

Concerned Associate Finance shall specifically monitor and report to Head of
Finance at Branch/CO on financial matters, particularly in respect of LCs
opened, recovery against LCs overdue, position of exposure vis-à-vis
exposure limits, etc.  A consolidated report in respect of each division/branch
shall be submitted to Director (Finance) on monthly basis.

10.6 The goods pledged in favour of STC shall preferably be stored / warehoused in
CWC/SWC Godowns. Storage of goods in the premises of business
associates shall not be agreed to. If for any reason, e.g. nature of goods being
such that it has to be stored within the premise of Business Associate, the
reasons shall be recorded and the following safeguards must be ensured:-

- CWC/SWC must be appointed as Collateral Management Agency.
- STC team must inspect the goods every fortnight and place the

inspection report on record.
- STC stocks shall be clearly segregated and barricaded from stocks

of other parties. In case of liquid cargo, separate Tank shall be
earmarked for the pledged cargo.

- A board stating - “Stocks Pledged to the State Trading Corporation
of India Ltd” shall be prominently displayed to identify STC stocks.

A security agency shall be nominated by STC for security of the cargo, in case
considered necessary.

In such cases, STC shall enter into a tripartite/quadripartite agreement to
safeguard STC’s interest in such warehousing arrangements, whereby delivery
of cargo shall be made only against the delivery order issued by STC.
Payment to CWC, SWC and security agencies shall be made directly by STC
and simultaneously recovered from the associate.
It shall be ensured that security agencies and surveyors are not already
engaged by the same associate for any other assignment in the same
warehouse.

10.7 All customs formalities and port operations shall be undertaken by the
Associate.

10.8 Stocks in the godown shall be fumigated regularly wherever necessary.  Any
other precaution or steps required to keep the stocks in sound and healthy
conditions shall also be undertaken regularly and the cost for the same shall
be borne by the Associate.

10.9 Loss on account of quality, quantity, if any, in the entire operation, shall be
recovered from the associate.

10.10 In case of stocks owned by or pledged to STC, annual valuation by third party
shall be got carried out mandatorily.
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11. Submission of Trade Proposals to COM

11.1 All proposals seeking approval of COM for trading transactions shall be as per
the format enclosed (Annexure-IV). The proposals emanating from Branches
shall also be drafted in the same format.

The proposals shall be self-contained. Enclosures shall be kept to minimum
and main issues shall be brought in the body of the proposal. If an enclosure is
inevitable, the aspects intended to be highlighted must be referred to in the
note.

Copies of proposals received from branches or from parties or proposed
MOUs or internal notings shall not be attached with the COM note, unless
specifically asked for.

11.2 The subject of the COM note shall be clear including, inter-alia, the name of
item, name of party, name of branch, whether for export or import or domestic,
amount, etc.

11.3 All COM proposals for trading, particularly those involving commitment of
STC funds, shall include:

11.3.1 A note on the credentials of the party indicating D&B rating for new
parties and an analysis of previous transactions in case of existing
parties.

11.3.2 A brief research note covering market trends – demand and
supply, analysis of domestic and international price trends, reports
on future prices etc.

11.3.3 Deviations in the proposal, if any, vis-a-vis trading guidelines.
11.3.4 Details of securities available to STC in case of default by the

party.
11.3.5 A list of issues requiring approval of COM.

11.4 A checklist in prescribed proforma shall compulsorily be included while
submitting trade proposals for approval of COM.

11.5 Proposals shall include clear recommendation of the division/branch and
phrases like “May take a view” or “May please consider” shall be avoided.

11.6 All COM notes must be signed by the senior most officer in the group at the
level of CGM/GM/JGM/DGM jointly with his associate Finance. Heads of the
trading group at CO, namely, the concerned CGM or GM must be present at
the time of the COM meeting to reply to the queries.

11.7 All COM notes must be concluded with the following statement “Approved for
putting up to COM” and duly signed by concerned Director (Marketing).

11.8 Branches shall make use of their official e-mail accounts for submission of
trade proposals to C.O. Wherever the information required to be transmitted is
available in the form of hard copy documents, the same may be scanned and
then e-mailed.
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12. General:

12.1 For every contract, a contract manager shall be designated by the Director-
incharge of the item from his group / branch and the guidelines issued in this
regard vide circular dated 1.09.2005 shall be followed invariably
(Annexure – V).
For every contract, the contract manager shall prepare time bound milestones
for various stages in the life cycle of a proposal/contract.

12.2 In case of all imports, pre-shipment inspection by a reputed third party
inspection agency must necessarily be carried out and pre-shipment inspection
report must invariably form part of negotiable documents.  Loss on account of
quantity, quality, if any, in the entire operation, shall be to the Associate’s
account.

Pre-shipment inspection shall also be applicable in export and domestic
transactions.

12.3 STC shall be always kept fully indemnified of all costs, expenses and claims
such as cost of goods, freight, levies, present and future taxes, port expenses,
insurance, bank charges, transportation, storage charges, fumigation, vessel
demurrage/ dispatch, quality deterioration due to prolonged storage,
shortages, CHA charges, survey and inspection fees, legal expenses,
exchange fluctuations and any other incidental charges. All such costs shall be
to the Associate’s account.
If a trade transaction entered into by STC does not get executed but results
into some gain or expenses, any gain arising from the same shall be to the
STC account whereas any expenses/loss shall be to the account of the
business associate.

12.4 Credit limits shall not normally be extended to such parties who have initiated
legal/arbitration proceedings against STC or against whom STC has pending
claims/arbitration/legal proceedings.

12.5 The system of floating tender for purchases may be dispensed with in cases
where the buyer has identified the overseas suppliers. The proposal of the
business associate may be considered provided the overseas supplier is
reputed, the price is reasonable and competitive, the contract meets all the
Indian statutory Regulations and provides adequate safeguards. For
ascertaining reasonableness of the contract price, Reuters News Service or
any other available sources shall be referred to.

12.6 Associates shall be asked to furnish a copy of the resolution adopted by their
Board of Directors authorizing to obtain credit limits from STC.

12.7 All documents as required under the MOU/ MOA duly completed and signed
shall be obtained from the associate and verified by the Trade Division and
Finance Division before releasing STC funds/limits.  Finance division shall also
ensure compliance of all guidelines and conditions as per competent authority
approval to the trade proposal before releasing of funds or opening of L/C.

12.8 Quarterly and annual accounts of all business associates with whom STC has
financial dealings shall be kept on record and updated regularly.
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12.9 Extra precautions in terms of margin money, storage and movement of stocks,
timely lifting, etc. shall be taken while dealing in any perishable items.

12.10 Additional safeguards, as may be required, may be taken to ensure that
applicable rules and procedures are not violated.

12.11 It shall be ensured that any party’s total outstanding including up-to-date
interest, all costs, trading margin, etc. shall not, at any stage, exceed the
exposure limit.

12.12 A revised checklist, as per the format (Annexure-VI), shall compulsorily be
attached with all trade proposals.

12.13 With a view to have an objective assessment of all the risks associated with
the business proposals, all trade proposals must compulsorily include an
analysis of the risks as per the attached format (Annexure- VII). The
procedure for calculation of values of different risk parameters is also given in
Annexure – VII.

While putting up business proposals, the concerned Division or Branch shall
also indicate the risk mitigation steps proposed to be undertaken in respect of
all major risks perceived by it.

The operating manager shall periodically update the risk profile of each
transaction under execution and inform any significant changes to the
Divisional Head or Branch Manager, who in turn would keep the concerned
Director (Marketing) informed.

---------------------------------------------------
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