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HOUSING SUPPLIES AND HOUSING FINANCE IN PAKISTAN, INDIA & BANGLADESH
4 HOUSING SUPPLY& HOUSING FINANCE::
4.1 HOUSING IN PAKISTAN, INDIA & BANGLADESH:

4.1.1 AN OVERVIEW OF FOUR SOUTH ASIAN FINANCIAL SYSTEMS:

1. Similar to other countries in the region, access to long term funding is another major constraint that has resulted in tenor and rate mismatches.
2. Bangladesh with large portions of its land covered with rivers lakes has a high population density of 1,198 persons/sq km. These factors provide this country with its own challenges in the housing sector.  Lastly, Afghanistan with its largely mountainous terrain and many of its people living in tribal cultures and settlements has had most of its financial infrastructure destroyed  because of internal conflicts and wars. The country faces massive challenges to reconstruct and build new   homes for its citizens.

4.1.1.1 BANGLADESH :

1) Until recently, the State-owned Bangladesh House Building Finance Corporation (BHBFC) was the only player in the mortgage business. The commercial banks and two private sector specialized-institutions (Delta- Brac and International Housing and Finance) are recent entries into the housing finance sector.
2) Bangladesh has an estimated backlog of about five million housing units. The relatively small private sector housing finance institutions are unable to provide long-term funding because the country does not have a long-term debt market. The housing market desperately needs a refinancing window, the absence of which has restricted loan operations.
3) The commercial banks and private sector financial institutions are focused on providing loans to the middle and high income population. Almost 100% of their housing finance portfolio is located in Dhaka (80%) and Chittacong (20%), the two main metropolitan cities of the country. The average loan size per client is almost three times the average loan size of BHBFC.
4) The BHBFC loan portfolio covers 18 cities throughout the country. BHBFC has 71% of total mortgage loans outstanding and 30% in terms of portfolio value. (as of June 30, 2007 Bangladesh Bank). 

4.1.1.2 INDIA :

1) The mortgage industry in India is relatively well-developed but at the same time India faces a much bigger challenge because of its huge population and housing backlog.

2) India’s population as of 2007 was estimated at 1.1 billion and is projected to reach 1.37 billion by 2023. The country’s urbanization level is 26% and is  likely to reach 33% by 2023, which roughly translates to an increase of 225 million people for urban India. This urban population increase will likely worsen already alarming issues such as urban slums, squatter settlements and shanty towns (Jhopar Patti).

3) India’s existing housing backlog is estimated to be 72.1 million housing units, of which an estimated 24.7 million are in urban areas. While new mortgage loan originations in 2008 were approximately $US 25 billion and are likely to reach $US 40 billion by 2012, access to mortgage financing for low and middle income people still remains a challenge for the leading players in housing finance (HDFC, ICIC, State Bank etc), and the commercial banks.

4) The National Housing Bank of India, has a unique role of being a regulator as well as a provider of long term funds to the housing finance institutions, is proactive in meeting the challenge of pro-poor and affordable housing.

5) Some affordable-housing- model-projects are currently being attempted under Public-Private partnerships. The main challenge for providing affordable housing in major metropolitan cities such as Mumbai and Delhi is rising land prices that prevent low and middle income people from accessing affordable housing.

6) Similar to other countries in the region, access to long term funding is another major constraint that has resulted in tenor and rate mismatches.

4.1.1.3 PAKISTAN :

1) Until recently the state owned House Building Finance Corporation (HBFC) was the only player in the mortgage market in Pakistan. The entry of commercial banks into the housing finance business is a recent phenomenon. Apart from HBFC there is no mentionable specialized housing finance institution in the country.

2) Pakistan has an estimated shortage of about seven million housing units, of which nearly two thirds is in the low and middle income segment of the population. Until 2005, HBFC had a presence in only 50 cities.

3) Under its program for expanding its outreach to smaller cities and towns, it has now established Service Centers and Representative Offices in almost 90 cities. With wider “access to finance” and a business focus on “Small and Medium Housing (SMH)” finance, HBFC’s loan portfolio now encompasses nearly 90 districts out of a total 131 districts in the country. Its target is to ensure access to finance in all districts.

4) The commercial banks mortgage loan portfolio is concentrated in the major 6 - 8 metropolitan cities of the country, and thus mostly serves the middle and high income market segments. Average loan size of the banking sector is nearly  ten times the average loan size at HBFC.

5) Another interesting aspect is that while 80% of HBFC housing finance is for “new construction”; for commercial banks 70-80 % of housing finance is for sales/ purchases. Commercial banks are more interested in financing housing purchases and tend to avoid new construction financing because they consider it a more risky investment and charge higher loan costs.

6) The current Government has announced a Pro-Poor Program for Housing aimed at building one million housing units per year. Most of it would be implemented under a Public-Private  Partnership model. To support the program, the Government and the State Bank (the Central Bank) are creating a facilitating fiscal and regulatory environment. 

7) While the program appears too ambitious, at least it reflects the Governments intention to move forward to meet the housing backlog. 

4.1.1.4 AFGHANISTAN :

1) Afghanistan’s estimated housing backlog is about 1-1.5 million units. Most cities in Afghanistan have an acute shortage of livable housing because the country has virtually been at war during the past two and a half decades. For this reason, most of the social and economic infrastructure in the country has been  destroyed.

2) According to World Bank estimates, an investment of $US 2.5 billion in Kabul alone would be required, excluding land, for rehabilitation and new construction. Informal settlements provide shelter for 80% of the population  and constitute 69% of Kabul’s residential land.

3) Kabul is facing a severe informal settlements problem, mostly on government land (World Bank Report “Housing Finance in Afghanistan: Challenges and Opportunities” July 2008).

4) Afghanistan had a state owned housing finance bank, which for various reasons could not continue as a viable and sustainable entity and was closed down in 2003. The continuing conflict in Afghanistan for the last 25-30 years is primarily responsible for the decay and demise of the financial infrastructure. Sixteen commercial banks operate in the country and most of  them are  enthusiastic about participating in housing finance. The state-owned Bank-e-Millie is aiming take a lead role.  Most secondary market housing transactions are conducted with cash. The banks are limited to short-term housing loans of 3-5 years. While the banks may have excess liquidity, the tenor of their liability book does not permit creating long term assets.

5) Afghanistan financial markets are still not developed and the availability of long term funds is the binding constraint on the banks to provide long term housing finance.

6) The Ministry of Urban Development and Da Afghanistan Bank (Afghanistan’s Central Bank) are now playing proactive  roles to develop housing and housing finance in Afghanistan. Some NGOs are also becoming actively involved in micro-housing and micro housing finance. The Government has an ambitious project to create 450,000 housing units to partly meet the housing backlog. The current government initiative includes 20,000 affordable housing units on government provided land and infrastructure.

7) While Afghanistan is working on developing its financial sector as well as capital markets, multilateral institutions such as the World Bank and IFC are providing much-needed technical and financial assistance. However, the Government must play a much bigger role in promoting   affordable housing and housing finance alongside developing a Regulatory Framework, Title Registration and Mortgage Laws.

TABLE 1 : SOCIO-ECONOMIC STATISTICS:
	Countries
	Population (mil)
	Housing Backlog (mil units)
	Population Growth Rate (%)
	Urban Population (% age of total)
	House Hold (mn)
	MD* To

GDP Ratio

(%)


	Occupancy


	Population

Density

Per sq km
	GDP/

Capita

(PPP)



	India
	1100
	72
	1.4
	29
	214
	5
	5.3
	373
	2469

	Pakistan
	160
	7
	2.1
	35
	23
	2
	7.1
	206
	2361

	Bangladesh
	156
	5
	1.8
	26
	26
	2
	6.1
	1198
	1155

	Afghanistan
	24
	1.5
	NA
	NA
	NA
	<1
	NA
	NA
	NA

	MD=Mortgage Debt
	
	
	
	
	
	


“International Housing Finance Program 2008.” Wharton-University of Pennsylvania. June-July 2008.
4.1.2 PAKISTNA HOUSNG, HOUSING SUPPLIES AND FINANCIAL SYSTEMS:
4.1.2.1 HOUSE BUILDING FINANCE CORPORATION
:
4.1.2.1.1 CONSTITUTION:

1. It was in 1952 that an Act of the Pakistan legislature, known as the House Building Finance Corporation Act, 1952 (Act XVIII of 1952) was passed to establish the House Building Finance Corporation, to provide financial assistance for house construction in the country.

2. The Act XVIII of 1952, was published in the Gazette of Pakistan, dated 18th April, 1952 and came into force in November 1952, as per Government Notification No.22(9)F.1/52 dated 8th November, 1952.

3. For over a period of 20 years, the Corporation advanced loans only for house construction in urban areas of Pakistan. Its activities also suffered financial and management constraints due to paucity of funds. The Head Office of the Corporation was shifted, in 1963 from Karachi to Dacca which presented the Zonal Office at Karachi, with many difficulties. It was after the re-establishment of its Head Office back in Karachi, in 1972, that a large number of amendments were affected in the HBFC Act and its financial allocations were augmented which enabled it, besides making construction loans, to sanction loans for house purchase in rural as well are urban areas of Pakistan, finance construction of housing projects, provide financial assistance in form of bulk loans to the development authorities, housing corporation etc., advance re-habilitation loans and undertake construction of housing projects for sale to public. This undoubtedly, revolutionized the operative potential of the Corporation, but the real revolutionary change in its working was yet to come.

4. It was in 1979 that the Government decided to introduce a new system of interest free financing through HBFC. An investment scheme, based on partnership, was worked out and after the HBFC Amendment Ordinance, 1979 was approved by the Cabinet the same was introduced from August, 1979. This brought a major change in the HBFC working.

5. The Profit & Loss Sharing Scheme (PLS) which was implemented in 1979 was for a period of 15 years which was simplified twice and with certain more amendments was re-introduced in 2002 with modification which is in vogue to-date. Under the new investment scheme (Ghar Aasan) the repayment period (maximum) was initially 25 years but later in 2005 it was changed to 20 years.

4.1.2.1.2 SHARE CAPITAL AND SOURCES OF FUNDS:

1. The Corporation started its operations with an authorized share capital of Rs.50 million, fully subscribed by the Government, carrying interest at the rate of 2% per annum. The share capital was, however, enhanced in 1978 to Rs.125 million by converting the non refundable Government advances into its share capital to cover the enlarged borrowings which had exceeded its authorized limit under the HBFC Act, 1952. In 1981, the paid up capital was further increased to Rs.200 million.

2. To finance the interest bearing loaning scheme the Corporation’s sources of funds were as under:-

(a) Sale of Government guaranteed debentures.

(b) State Bank loans at 2% below the prevailing Bank rate.

(c) Government loan under A.D.P.

3. The Investment Scheme on partnership basis was, financed by the State Bank of Pakistan through sanctioning of credit line annually recoverable over its maturity. This was however, stopped from 1994. Presently the Corporation is relying on its own funds for financing house construction & purchase under the “Ghar Aasan” & “Shandar Ghar” Schemes.

4.1.2.1.3 THE MANAGEMENT:

1. The affairs of the Corporation are managed by a Board of six Directors appointed by Federal Government, including the Managing Director who is appointed in consultation with State Bank of Pakistan. The Managing Director is the Chief Executive and Chairman of the Board of Directors and the Executive Committee. The meetings of the Executive Committee and the Board of Directors are held from time to time to conduct the business of the Corporation, in accordance with the HBFC Act and Regulations.

2. All the selections, promotions of employees of the Corporation (except the MD/Chairman) and decisions as to their remuneration and benefits are made by the MD/Chairman in accordance with the evaluation criteria and personal policies determined by the Board.

4.1.2.1.4 THE LIMIT OF LOAN/INVESTMENT:

1. The maximum statutory limit of loans allowed under the interest bearing loaning scheme was only Rs.0.040m which was recoverable over 15 years. The same was enhanced to Rs.0.06m and Rs.1 in 1978. The recovery period was also enhanced from 15 to 20 years. In 1981 the limit was further raised to Rs.1.5m under the Investment Scheme on partnership basis but the recovery period was reduced to 15 years with 5 cycles of 3 years each. The maximum limit of investment was enhanced to Rs.7.5m  in 2003.

2. In case of co-operative societies, Housing Corporations, Development Authorities etc., Investment, is made on case to case basis depending on the requirement of the project and feasibility report.

3. Under Section 41 of the House Building Finance Corporation Act, the Federal Government may frame rules for the purpose of giving affect to the provisions of the Act. No such rules have been framed so far. Under Section 42 of the Act, the Board of Directors, with the prior approval of the Government, could make Regulations in respect of all matters for which provision is necessary or expedient for the purpose of giving affect to the provision of the Act. The Regulations, that were made by the Board of Directors with the previous approval of the Federal Government and published in the Gazette of Pakistan were as follows:

4. In 1997, an amendment in the Bank Nationalization Act was made which was also made applicable to HBFC through insertion of a new Section (Section 11-A) duly Gazette notified in Gazette of Pakistan, extra dated 10th June, 1997. This empowered the Board to determine all policies including credit policies of the Corporation, evaluation criteria for the performance of the employees, personnel policies of the Corporation including appointment and removal of officers and staff etc. 

5. The Head Office of the Corporation is situated at Karachi. It has 12 Zonal Offices, 5 in Sindh and Baluchistan, 7in the Punjab and Islamabad, Azad Kashmir, Northern Areas and N.W.F.P.

6. The Corporation, in the beginning, had started its loaning activities from Karachi. Later on, its credit facilities were extended from time to time to other cities and towns and in 1974, to the whole of Pakistan, including the rural areas and Azad Jammu & Kashmir. 

7. At places other than the Head Office and the Zonal Offices of the Corporation, part time Legal Advisors may be engaged if needed to look after the work of the Corporation on payment of fees fixed by the Corporation.

8. HBFC has been a household name traditionally associated with housing finance. The scenario changed with the entry of banks and leasing/ house finance companies in the housing finance sector from late 1990. HBFC had to, therefore, reconsider its whole business philosophy which was rather inevitable for its survival. The year 2005 brought with it a revolutionary change for the Corporation in all areas of its working including Operations, Human Resource, Administration, Finance, IT, etc. as well as client service.

9. The strategic changes initiated were expected to help HBFC emerge as a vibrant and customer friendly housing finance institution thereby establishing more firmly its age old place in the field of housing finance with a new look. HBFC occupies a special place in the housing finance business as it has all along catered to the needs of the lower and lower-middle income groups whereas the commercial banks have targets of high profile clients. It has nearly 85% of its clients as low-income people where loan amount is less than Rs.0.1m and wherein nearly 80% have per party loan below Rs.0.5m. The poor sections of the society take HBFC as their partner in housing finance. 

10. For HBFC, its social role is an integral and inseparable part of its commercial stance. It has to cater to the needs of the people who have small means, striving hard to have at least a shelter of their own in their life time.

11. HBFC believes in focusing on more than 85% of clientele who mostly seek housing loans around Rs.0.1m and have monthly income ranging between Rs3,500 to Rs5,000 and could only afford to pay an installment of Rs1000 to Rs1200 per month in 15 to 20 years besides meeting their monthly expenditure of basic necessities.

12. With the advent of the year 2005, HBFC was striving for a new outlook with a new ideology. Consequently, it changed its Vision to “To be the prime housing finance institution of the country, providing affordable housing solutions to low and middle income groups of population by encouraging new constructions in Small & Medium Housing (SMH) sector”. Its Mission became “To be a socially responsible and commercially sustainable housing finance institution”. It adopted a new strategy for ensuring the success of its policy. Its business focus would be SMH Finance at the same time it will gear up its effort to encourage low cost housing methods of construction to create affordable housing for the lower income groups of the population. It continued to plan and offer retail and bulk housing solutions, so as to increase housing stock in the country through new construction.
4.1.2.1.5 THE INVESTMENT PROCEDURE:

4.1.2.1.5.1 HOW TO APPLY FOR HBFC INVESTMENT:

1. Application for HBFC investment, for construction as well as purchase of a house shall be made in the prescribed form denoted as HF-I, to the office of the Corporation in whose jurisdiction the property is situated. 
2. The application forms, were available at all offices of HBFC, free of cost. The following consolidated one-time processing fee was payable with application:
	Fee payable for houses located
	Applications up to Rs.0.1m
	Applications above Rs.0.1m
and up to Rs.0.3m
	Applications above Rs.0.3m  and up to Rs.0.5m
	Application above Rs.0.5m 

	Within municipal limit and Cantonment Areas
	Rs.800
	Rs.1,500
	Rs.3,000
	Rs.5,000

	Beyond municipal limit
	Rs.800
	Rs.2,500
	Rs.4,000
	-


4.1.2.1.5.2 PERSONS ELEGIBLE FOR HBFC INVESTMENT:

1. Applications may be accepted from and in the name of persons who are in ownership of a plot of land, either lease hold or free hold, with a clear non-encumbered marketable title and have a reliable source of income from service, Government or private or through business.

2. Applications may be accepted from persons holding powers of attorney in the prescribed form of HBFC, provided it is established that the owner is serving abroad or in a province other than the one where the application is filed and is not in a position to complete the required formalities himself. In either case, the attorney should be a guarantor for such investment.

3. Application may be accepted from a minor through his duly certificated guardian with prior permission of the family Court, in writing, to assign the property of the minor to the Corporation as security against the investment. In such cases the guardian should invariably, execute a letter of guarantee on behalf of the minor.

4. A Pakistani, residing abroad, may apply for investment in the same way as persons/applicants within the country. The income of such applicants should be confirmed/verified by respective Pakistani Embassies, wherever considered necessary.

4.1.2.1.5.3 DOCUMENTS REQUIREMENT:
I. HOUSE CONSTRUCTION:
(A) HOUSE CONSTRUCTION – LEASE HOLD PROPERTIES:
The following documents in original together with a photo stat of each, should accompany the investment application for the construction of a house:

a. Lease deed or sub-licence or Agreement for Sale or Grant. In case there was any subsequent transaction on the plot, Sale Deed and mutation certificate in favor of the applicant, shall accompany the documents mentioned above.

b. Site Plan of the plot.

c. Non-encumbrance certificate in the prescribed Form L-2 & L-3 from the date of lease deed to the date the application is made.

d. Permission to assign in the prescribed Form L-19-R, from the allotting authority concerned.

e. Proof of income.

f. Bank receipt for payment of fee as prescribed.

g. Three passport size photographs of applicant and of guarantor and attorney, if any.

h. Affidavit on prescribed form in cases of investment of above Rs.1 million, if on the basis of declaration through Affidavit.

i. Medical certificate of the applicants or guarantor from the authorised medical practitioner of SLIC, in case of investment of above Rs.3 million.

(B) HOUSE CONSTRUCTION – FREEHOLD PROPERTIES:
a. Last jamabandi or certified copy of City Survey Extract with registered Sale Deed in favor of the  applicant (if the property was bought by him) and clear title to land. In NWFP, Baluchistan and Gilgit where the sale was by way of Mutation, a certificate of Assurance from the Collector or his nominee, together with clear title to land.

b. Non-encumbrance certificate in the prescribed form for the last 12 years.

c. Mutation in favor of the applicant.

d. Akse-Shajra./Site Plan.
(C) OTHER DOCUMENTS REQUIRED IN BOTH LEASE HOLD AS WELL AS FREEHOLD PROPERTIES:
i. Original approved building plan with a spare copy.

ii. Letter approving the building plan.

iii. Income certificate of Government department/reputed organisation on the letter head showing details of income and deduction.

iv. Payment receipt of proposal fee from the bank, at the prescribed rate. 

v. Computerized National Identity Card (CNIC).
(D) POINTS TO BE NOTED:
a. If the title deeds and other documents presented for registration are found to be lacking, the applicant would be asked to present the application for investment after completing full documentation (the official receiving the application would not, however, refuse it without valid reasons).

b. In case the income is through business, or agricultural land, Income Tax Return or proof of income from Tehsildar shall be considered for calculation of repayment capacity. In case the applicant offers a surety, the prescribed guarantor’s questionnaire Form provided in application form shall be filled in with proof of income of the guarantor therein. 

II. HOUSE PURCHASE 
(A) APPLICABLE ONLY FOR URBAN AREAS:

1. The facility of investment by the Corporation for purchase of finished house is available in Urban areas of District Headquarters.  Considering maximum age of the house of “A Class” construction as 45 years, the period of repayment of investment including agreed and moratorium period shall be determined by deducting the age of house from 45 e.g., a house aged 40 years shall be admissible for investment up to a maximum of 5 years.  Investment may be made at all coastal areas except for the front row of Sea View Township and Darakhshan Villas, Clifton Karachi subject to submission of soundness Certificate from the Pakistan Engineering Council’s approved Engineer/Architect.

2. The application for investment for purchase of house would accompany the below mentioned documents in addition to the one submitted in the cases of “House Construction”:

(i) Sale Agreement between the Seller and Purchaser, drawn on stamp paper of existing prescribed value duly attested by Oath Commissioner or Notary Public.

(ii) For the purpose of house purchase no transaction will be allowed between blood relations such as father and son, brother and brother or sister and also, wife and husband etc.

3. The age of the house and soundness of construction would be further verified by the inspecting official of the Corporation by site inspection and report recorded in the case file. 

(B) VALUATION OF HOUSE/FLAT:

The applicant may request HBFC in writing in prescribed format, (Form HF-4), for valuation of the house/flat for purchase investment which shall be done through one valuer of Pakistan Bank Association (engaged by HBFC) in case of investment below Rs.2.50 million and through 2 valuers in cases of investment of Rs.2.50 million and above. The applicant shall be responsible to pay the cost of the valuation through pay order. In such cases, the District Manager shall issue a letter to the valuer.

(C) RE-VALUATION OF HOUSE/FLAT:

In case the applicant disagrees with the Collector Index Rate and if the (a) rate of plot pertaining to the particular locality has not been entered in the Revenue Collector Index (b) only commercially constructed building rate of the locality are appearing in the Revenue Collector Index (c) and the applicant requests in prescribed format, (Form HF-4/1) for re-valuation and submits pay order in respect of fees of the valuer, in that case the property valuation be got done for the second time for calculation of admissibility of investment.

(D) INVESTMENT IN RURAL AREAS:

1. The HBFC investment may be made for the construction of houses in Rural Areas which are approved by Federal/Provincial Government.:
2. The land on which the house is to be constructed should be in clear undisputed possession of the applicant/vendor. The chain of title established for the last 12 years and there shall be no restriction on the applicant/partner’s right to transfer ownership and assign that land together with the structure there upon to the HBFC. The Corporation’s right to attach and sell the house constructed thereon without intervention of the court should always be assured. Investment for purchase of house shall not be approved in rural areas. 

3. To verify the title to land to be assigned to the Corporation, the following documents would be required:

i. Unbroken chain of the title for the last 15 years i.e. certified copy of extract of Jamabandi records and Mutation certificates issued by Revenue Authority concerned.

ii. Original building plan approved by an authorised officer of the District or Union Council and where there is no District or Union Council, a building plan approved by a licensed architect and countersigned by the Collector of the District or his nominee.

iii. In case of joint holdings of land entry from Revenue records showing that the land on which the house was to be constructed was duly partitioned and demarcated by Akse-Shajra which is well distinguishable and its boundaries defined by consent of all co-sharers.

iv. A certificate (Letter of Assurance) from District Collector or his nominee in prescribed format, ( Form L-20).

v. Computerized National Identity Card (CNIC).

4. The repayment capacity shall be calculated as per prescribed procedure. Here, the rental income shall not be added to increase the admissibility of investment.

5. The maximum limit of HBFC investment shall not breached in each case. All the other conditions as specified for HBFC Investment in Urban Areas shall, however, apply in cases of Rural Areas also.

4.1.2.1.5.4 APPROVAL OF INVESTMENT:

I. MAXIMUM INVESTMENT LIMIT:

	                     URBAN AREA
	RURAL AREA

	            Up to Rs.7,500,000/= 
	Up to Rs.1,00,000/=


II. LOCATION-WISE INVESTMENT LIMIT:

	**(a)     
	Up to Rs.1,000,000/=         
	In all Urban areas including Tehsil and    small towns all over Pakistan.

	(b)         
	Up to Rs.1,000,000/=        
	In District Headquarters (including Cantonment areas of Tehsils planned for housing.

	(c)         
	Up to Rs.2,500,000/=         
	For   urban areas of (i) Faisalabad (ii) Multan,

Hyderabad (iv) Peshawar (v) Abbottabad 

(vi) Quetta.

	(d)  
	Up to Rs.7,500,000/=  
	In big cities i.e. Karachi, Lahore & Islamabad/ Rawalpindi, the Committee constituted for the purpose shall recommend the city or locality other than the above which qualifies for investment above Rs.1 million. The Committee may also recommend investment limit of an adjacent locality in a particular area, locality or a case. The Managing Director may allow investment on such recommendation of the Committee.

	**
	Rs.100,000/=                             
	In Rural areas approved by the Federal/Provincial Government.


1. The maximum repayment period for each individual investment shall be 20 years.

2. A partner, who has already constructed or purchased a house from HBFC investment may be eligible for making an application for investment on partnership basis, for the same or any other house provided the previous investment has been fully adjusted.

3. There is no limit of covered area of a housing unit for financing by the Corporation.

4. Income accruing through regular employment shall be substantiated by a certificate from the employer on prescribed format (Form G-7) or on letter-head of the institution/organization.

5. Incomes through business or a profession, if below the taxable limit, shall be declared through an affidavit by the applicant in prescribed format (Form HF-21) and accepted after verification by the District Manager. In all such cases, the verification report shall be recorded by the official concerned also on prescribed format (Form HF-22).

6. Incomes falling under taxable limit shall be supported by the latest Income Tax Return together with tax paid challan and photostat copy of the same. The original Income Tax Return duly acknowledged by Income Tax Department may be returned after attesting the photo-stat.

7. Income accruing through rent of a house shall be proved by furnishing a copy of the rent agreement together with the title to the property (to prove ownership). In case the rent is through the same house for which investment from the Corporation is being sought, for additional construction/unit only rent agreement shall be furnished. The title documents in cases of the first nature may be returned after verification.

8. Incomes accruing through agricultural land shall be substantiated through certificates of ownership issued by the Tehsildar or Mukhtiarkar concerned along with the prescribed format (Deh Form-VII).

9. If husband and wife have independent sources of income, the repayment capacity may be calculated on their joint income. In such cases, guarantee of the wife or husband, as the case may be, shall be obtained.

10. In cases of applicants who are depending upon their children/parents the income of either may be taken in full for the purposes of repayment capacity. In cases where parents/children are both earning members of the family, joint income of husband and wife or father/mother and children may be accepted. In such cases the age of the oldest member of family shall be considered for repayment period of investment. All earning members shall sign the letter of guarantee.

11. The applicants who are 55 years of age or above can also avail HBFC investment subject to age limit of 60 years or 65 years on case to case basis for the purchase of entire investment units with the approval of the Managing Director.

12. The period of repayment of investment shall be so fixed that all the units of the Corporation are purchased by the partner before he/she attains the age of 60 years. However the age ,may be relaxed up to 65 years on case to case basis on the basis of report of Zonal Head which will be first examined by a Committee consisting of ED(Ops) and GM(Ops). The Managing Director will then decide relaxation of age on the recommendation of the committee.

13. In case of co-applicants, the age of all co-applicants, whose income is taken for establishing the admissibility of investment amount may be considered but the period of purchase of investment units shall be fixed on the basis of age of the oldest co-applicant having income.

14. In case the applicant/co-applicants are not within the age stipulated above or have no income of their own, guarantor(s) having inheritable right in the house within the age limit as stipulated above shall be required whose  verifiable  income(s) shall be considered for calculating the admissible investment amount. However guarantee of blood relations i.e., brother, sister & or their adult children, son-in-law, daughter-in law etc., may also be accepted in deserving cases. The age of the oldest guarantor shall be used for fixing the period for purchase of investment units. In case of joint income of the applicants and the guarantor(s), only verifiable income of applicants and the guarantor(s) having inheritable right in the house, shall be considered.

III. CALCULATION OF REPAYMENT CAPACITY:

1. The calculation of repayment capacity is governed as under:

(a) The admissibility of investment in applications of up to Rs.500,000/= shall be @ 50% of  net monthly verifiable income if the total cost of the house is twice the amount of investment applied for. 

(b) In all other cases the repayment installment shall be calculated at the ratio of 3:1 (33%).

(c) Agriculture Income:    Annual Assessed Income ÷ 12

2. The annual estimated income from land holdings beyond tax exempted limit of agriculture income shall be supported by tax payment receipt. Income per acre in respect of canal irrigated land shall be assessed by respective Zonal Head on the basis of Income certificate obtained from Revenue Department. Income through poultry, fish and cattle farms and orchid to be assessed through physical verification of site of business, bank account, checking of annual turnover and on production of ownership/rental agreement of property on which these farms are established.

IV. INVESTMENT ON THE BASIS OF DECLARATION THROUGH AFFIDAVIT:

1. Investment above Rs.1 million where cost of Plot as assessed by the valuers approved by PBA (Pakistan Banking Association) is equal or more than the amount of investment applied for, may be allowed on the basis of declaration through an affidavit, made by the applicant/guarantor that he has sufficient monthly income to Purchase from the corporation its investment units at the agreed value along with the payment of monthly rental income. 

(A) FOR CONSTRUCTION OF HOUSE:
i. The plot is 400 sqyds or above;

                                       Or

ii. The cost of plot assessed by the PBA’s approved valuer is equal or more than the amount applied for but not less than Rs.1m and the estimated cost of construction  is Rs.1.5m or above.

(B) FOR PURCHASE OF HOUSE/FLAT:
i. The forced Sale value (FSV) of house/flat is Rs.2,500,000/- or above, as assessed by the PBA’s approved valuer(s)

                                      Or

ii. In case of house the plot size is 400 sqyds or above


    

Or

iii. In case of flat, the covered area of flat is 1500 sqft or above.

2. In all such cases, the concerned Zonal Head shall certify that he is satisfied that the applicant/guarantor has, in his assessment, sufficient sources of income to meet the liability of corporation’s investment.

V. RATE OF CONSTRUCTION:   

1. The rates of constructions as prescribed from time to time be applied based on the Circular issued. 

2. The rates of construction shall be revised periodically on the recommendations of a Committee constituted by the Managing Director, consisting of ED(Ops) and ED(Fin). The frequency will be decided by the Committee. Such revision will be made on the assessment/ recommendation of a panel of valuers/architects to be engaged by HBFC.

VI. ASSESSMENT OF COST OF HOUSE/FLAT:

1. The cost of the house/flat shall be assessed on the basis of the cost of land, undivided share of the flat in the gross cost of land of the project as per Collector Index or where Collector Index is not available, the market value of the land obtained through sample survey or through valuation by approved valurers of PBA. If the applicant disagrees with the rates of Collector Index and approved by the Head Office plus the cost of the construction arrived at by multiplying the covered area of the house/flat with the applicable rate of cost of construction determined by the Corporation from time to time.

2. If the applicant who is constructing a smaller unit on a big size of plot, the covered area of housing unit shall be taken twice the covered area of site for determining cost of land. 

VII. MAXIMUM INVESTMENT:

Subject to adequacy of monthly income of the applicant(s)/guarantor(s) as specified, the admissibility of maximum investment that the Corporation may make shall be in the debt equity ratio of 80:20 subject to the location wise maximum limit prescribed.
VIII. REGISTRATION OF APPLICATION:

1. When an application is submitted by the applicant in the District Office of HBFC, the official In-charge of receipt of applications shall check that all the columns of application form have been correctly filled and the required set of documents accompanies the same. Appropriate data is available to the District Manager when he interviews the applicant.

2. The District Manager shall, thereafter interview the applicant after satisfying himself that the preparatory work has been done correctly, by the official in-charge of receipt of application.

3. The purpose of personal interview of the applicant is to determine whether the applicant is sufficiently credit worthy to receive the HBFC investment.

4. The District Officer shall, therefore, go into the applicant’s circumstances i.e., financial strength & liabilities, and the size of the family. If there is a guarantor he shall also be interviewed in the same manner.

5. The District Officer shall always keep in mind that the Collateral Security (property to be assigned against HBFC investment) is only of a subsidiary relevance because a forced liquidation in case of default in future because of the unsound financial position of the applicant, shall be a lengthy and unrewarding exercise for the Corporation. As such, it is the foremost and personal duty of the District Manager, to make selection of the client after very carefully examining the applicants and his guarantor’s credit worthiness.

6. In course of interview some of the relevant questions to probe about the credit worthiness of the applicant may be:

a) The job of the applicant, length of service.

b) Is the applicant in the habit of changing his jobs often (as it will definitely effect his future repayment of HBFC investment).

c) Has he any other loan liabilities (through any Bank or private source).

d) Is the house to be constructed will be for self occupation or partly for rent purposes etc.

e) Are there other family members earning and providing financial support.

7. In case the documents initially appear in order and the D.M. concerned is satisfied about the credit worthiness of the applicant and guarantor, if any, he will advise the dealing officials to register the case in prescribed format (Form HF-2).

8. The dealing official shall then attest the photocopies of the documents if he is authorized in writing to do so, otherwise authorized official shall attest the photocopies.

9. After attestation of the documents the dealing official shall retain the application form, attested photo copies of documents, Computerized National Identity Card (CNIC) etc., along with original proof of income and Bank Memo receipt of application fee and return all the original documents to the applicant. He will also issue to the applicant the computer generated receipt of the above documents, on prescribed format (Form HF-3), bearing computer generated account number. Thereafter, the details of case and documents submitted shall be entered on computer and a case of the applicant under the computer generated account number shall be opened with the following documents/papers:
a) Proposal on prescribed format (Form HF-1). 

b) Photocopies of title documents.

c) Any other required/necessary paper and office note by the dealing assistant/officer.

IX. PROCESSING OF INVESTMENT PROPOSALS: 

1. After the receipt of the application, the case file, with photo-stat copies of documents under the HF computer number allocated, shall be forwarded by the District Manager concerned to the Manager Law/Legal Adviser for scrutiny of title documents, if it is a free hold property case. In cases of direct lease where no subsequent sale or transfer is involved and the lease deed is in a form already scrutinized by the Corporation, there shall be no need for any legal scrutiny. 

2. After title to land/house has been declared clear in writing by the Law Officer/Legal Advisor/Advocate on Panel (as the case may be) and income of the applicant(s)/guarantor(s) has been verified, the processing for the approval of investment shall be computer-based and audit proposal shall be generated by Computer. 

3. Credit Information Bureau’s (CIB) report shall be obtained from State Bank of Pakistan, before approval of investment of Rs.0.5 million and above.

4. For investment of above Rs.3 million, medical certificate of the applicant(s) or guarantor(s) if any/all of them from an authorized medical practitioner of SLIC shall invariably, be required at the time of submission of application. If the applicant/guarantor is serving abroad the same certificate shall be required on prescribed format of SLIC from a Government hospital duly attested by the Pakistan Embassy concerned. If the sum assured for an applicant is more than three million, the insurance cover shall commence only if SLIC agrees to provide the insurance cover after medical underwriting of the applicant. The medical examination fee will be borne by the applicant in addition to insurance premium.

5. Standard type of leases as in case of K.D.A, C.D.A, L.D.A, Cantonment Board, Improvement Trust, Satellite Towns, Housing Societies and Agencies shall be examined for valid title only once. The title deeds in free hold property cases shall be scrutinized in each individual case by the Manager Law/Legal Adviser to clear the title. In cases of Field/District Offices such scrutiny shall be done by the part time legal adviser.

6. If the scrutiny reveals deficiency of any kind in the documents or information or the particulars, the applicant shall be advised in prescribed format ( Form HF-5) to furnish the requisite documents or information within the time limit to be specified by the Manager/District Manager.

7. If the documents are not completed within 3 months, a reminder, in prescribed format (HF-6), may be sent to the applicant and in case there is no response within a week the case should be filed and the decision conveyed to the applicant, in prescribed format (Form HF-6A). All such cases should be noted in a register to be maintained in prescribed format ( Form HF-7).

8. In case the title to land is found defective or the applicant’s declaration in respect of his income, stage of construction etc., is found incorrect the application should be rejected and noted in the rejected cases register to be maintained by each District Office in prescribed format ( Form HF-8).

9. The processing of the application shall be computer based. After the applicant’s title to property is declared in order by Manager Law, Zonal Offices and Legal Adviser at Field Offices, the dealing assistant concerned shall generate the audit proposal through computer containing the following details:

a) Total cost of construction.

b) Rental income at the prescribed rates.

c) Share in rental income, and

d) Repaying capacity of the applicant based on the income certificate/verification report etc.

10. After the audit proposal has been generated by computer, the same shall be checked, placed in the account file and forwarded to the District Manager for sending it to concerned Audit Branch under his seal and signature for audit. 

X. APPROVAL OF INVESTMENT:

1. For approval of investment a Credit Committee at Zonal, Regional and Head Office level has been formed which shall approve investment cases as per delegated powers in the following manner:

(A) ZONAL CREDIT COMMITTEE:
	i. If the Committee is headed by below the rank of General Manager:

	Members:
	P o w e r s
	

	Zonal Head (CM)/ Manager
	Up to Rs.500,000/=
	

	Manager/Incharge (Admn),
	
	

	Manager/Inharge (Recovery)
	
	

	Frequency:
	Once in a week.
	

	Quorum:
	Two out of three (including Zonal Manager)
	


	ii. If the Committee is headed by a General Manager:

	Members:
	P o w e r s
	

	Zonal Head (GM)/ Manager
	Up to Rs.1,000,000/=
	

	Manager/Incharge (Admn),
	
	

	Manager/Inharge (Recovery)
	
	

	Frequency:
	Once in a week.
	

	Quorum:
	Two out of three (including General Manager)
	


(B) REGIONAL CREDIT COMMITTEE REGION-A
	

	Members:
	P o w e r s
	

	Regional Director, Region-A
	Above Rs.500,000/= and up to Rs.2,500,000/=
	

	Zonal Head, Abbottabad 
	
	

	Zonal Head, Islamabad 
	
	

	Frequency:
	Once in a week.
	

	Quorum:
	Two out of three (including Regional Director)
	


(C) REGIONAL CREDIT COMMITTEE REGION-B:

	

	Members:
	P o w e r s
	

	Regional Director, Region-B
	Above Rs.500,000/= and up to Rs.2,500,000/=
	

	Zonal Head, Lahore 
	
	

	Zonal Head, Faisalabad 
	
	

	Frequency:
	Once in a week.
	

	Quorum:
	Two out of three (including Regional Director)
	


(D) CREDIT COMMITTEE, HEAD OFFICE, KARACHI:
	Members:
	P o w e r s
	

	Executive Director (HR&A)- Chairman
	AboveRs.500,000/= and up to Rs.7,500,000 
	

	Executive Director (Operations) - Member   
	
	

	Executive Director (Recovery) - Member
	
	

	Executive Director (SAM) - Member
	
	

	Executive Director (Finance) - Member
	
	

	Manager (Operations)
- Secretary
	
	

	Frequency:
	Once in a week.
	

	Quorum:
	Three out of five (including Chairman)
	


2. In cases where the amount of investment is more than the powers of Zonal Credit Committee, the said Credit Committee in the southern Region (viz Zonal Offices, Karachi, HPZ, Hyderabad, Sukkur & Quetta), shall recommend the investment proposals to Credit Committee, Head Office, Karachi, whereas the Zonal Committees in Northern Regions shall recommend the proposals to their respective Regional Committees.

3. Where the investment amount is above Rs.2.5 million, the Zonal Committee’s of Region “A” & “B” shall directly recommend the cases to Credit Committee, Head Office, Karachi. However, such cases including cases of bulk/project financing would be examined other by the Risk Management Function and commented upon in the context of managing the credit & the overall risks before the proposal is considered by the above committee.

4. Before approval of investment extra vigilance is required to be exercised by the DMs and Zonal Heads to ensure that documentation and procedural formalities are complete. 

5. Before forwarding the case for approval of investment by the respective Zonal/Regional/ Head Office Credit Committee, date-wise account of the processing of the case would be prepared by the District Offices on prescribed format (Form HF-10) and placed in the file duly signed by the District Manager concerned. The application shall be disposed of/put up for approval within stipulated time fixed by the Head Office.

6. At every stage, the movement of the files is recorded in journey of file format by the dealing assistants concerned, as well as, in the movement register maintained by him/her personally and by the official in charge of the diary and dispatch of the files in the relevant registers to keep track of the files.

7. The District Manager of each District would maintain category-wise registers in prescribed format (Form HF-12) to bifurcate the investments approved under various categories by the respective Zonal/Regional and Heads Office Credit Committee for information and record.

8. A computerized statement of the investment applications received, approved, filed, rejected and pending, investment disbursed and recovered is required to be prepared by each District Office in the prescribed formats (Form HF-14 & HF-15) and sent to the Zonal Offices on the 1st day of the next following month for compilation of the data. The Zonal Offices should, in turn, send a duly compiled statement in the same Form to the Operations Function, Head Office, Karachi by the 5th day of the next following month for further necessary action.

9. The District Offices would also send category-wise statement of investments approved, in prescribed format (Form HF-11) to the respective Branch of Zonal Offices for compilation of the required information by the latter.

XI. ISSUANCE OF ACCEPTANCE LETTER:

1. A, computer generated Acceptance Letter containing all conditions imposed by audit and others shall be issued. The acceptance letter shall be issued under the official stamp and signature of District Manager or any authorized officer in writing on this behalf in prescribed format (Form HF-13).

2. The computer shall also generate the payment schedule for the total investment period. This schedule shall be based on regular payment of monthly rent and purchase of units on due dates and payment of monthly insurance premium after the expiry of moratorium period. This payment schedule shall be invariably enclosed with the Acceptance Letter sent/delivered to the applicant.

3. A record of all such investment applications which are not finalized during a month and pending on the 1st day of the next following month should be kept by each District Office in a separate register. A list of all such cases, with reason for its pendency in the remarks column thereof, shall be sent along with the statement in prescribed format (Form HF-14) by each District Office to the Zonal Office concerned.

4. The Investment Branch of each Zonal Office should compile the above information and send statements in prescribed formats ( Forms HF-12, HF-14 and HF-15) to the Operations Function, Head Office for further compilation of statements for information of the Managing Director and record.

5. A Flow Chart representing the above steps is attached at Attachment-A.      

6. After approval of investment and issuance letter of acceptance, the file shall be sent to the inspecting officer for verification of stage of construction at site.

7. If the first installment of investment approved is not drawn within the validity period of acceptance letter, a reminder in prescribed format (HF-17) shall be sent to the partner and in case of no response, the approval should be withdrawn by the District Manager concerned and the decision conveyed to the applicant. The documents of title (photo-copies) in such cases shall be returned to the applicant or his duly authorized agents against proper receipt. Such withdrawals should be noted in Investment Cancellation Register in prescribed format (Form HF-9).

8. The period of approval of investment may be extended by the (Zonal Head/GM or D.M.  in District Office) by a further period of 3 months.

XII. INSPECTION OF SITE AND RELEASE OF INVESTMENT:

1. The release of investment installment shall be concomitant with the stage of construction at site.

2. The applicants shall apply in prescribed format (Form HF-37), for the release of investment installment. Physical inspection of the site should be conducted by the District Manager and the stage of construction recorded towards the noting side of the HF file. An inspection report in, duplicate, is also prepared in each case in prescribed format (Form HF-38) under the signature of the inspecting official. 

3. In cases of investment for construction of new houses, physical inspection of the sites should be conducted at the time of release of each installment. In cases of house purchase, however, such inspection should be only before the release of investment.

4. The officer inspecting the site shall take three photographs of the site on which house has been constructed or to be constructed i.e. one photograph of the exact site of the house, second covering as well the house/site of right dimension and third the left dimension. The officer inspecting the site shall paste the photographs on white legal size paper (foolscap) and affix his official stamp and signature in such a way that it partly appears on each photograph and the rest on the paper. The account number & date of inspection shall be recorded on top of the page. One copy of the set of photographs shall be placed in account file and the other in the cover of document in the Strong Room. The print of photos tend to diminish after few years, hence assuring safekeeping all the photographs shall be got laminated before placing in account file and documents cover.

5. Cameras are available in each District Office for the purpose of taking photographs of the sites, whereas scanners shall be provided to the Zones for storing the photos and inspection reports. A software has also been provided at each Zone for this purpose.

6. In cases of investment for house purchase, the District Manager/GM or his authorized nominee shall inspect the house and draw completion report in  prescribed format (Form HF-40). The valuation certificate of the house, its life and soundness of construction furnished in prescribed format (Form HF-41) should also be checked to see if it is in order.

7. In order to identify the plot and avoid any misunderstanding regarding the same, the inspecting official should check up the boundaries of the plot and ensure that the same tally with the one shown in the approved building plan and lease deed/sale deed/site plan.

8. Apart from the above it should also be ensured by the inspecting officials that the construction is being carried out in accordance with the approved plan, is sound and the security of the Corporation’s investment is in no way impaired.

9. In case the investment is not adequate for the release of instilment applied for, and the construction at site has not reached the required stage, the partner should be asked in prescribed format (Form HF-42) to make good the shortage and apply for re-inspection of site.

10. In all cases of first and subsequent cheques, the DM shall inspect the site. In cases of final cheque and house purchase, however, the Zonal/General Manager or his nominee shall conduct inspection in rotation. In order to keep a check, on the reports of the District Manager the ZM/GM or his nominee shall re-inspect the sites on percentage basis while conducting inspection for final cheques.

11. In order to keep a constant watch on the security of HBFC finances the ZM/GM should re-inspect the sites in at least 10% cases of the Zone under their control and submit report in prescribed format (Form HF-43) to the Executive Director (Operations) for information and record.

12. The General Managers should also conduct super inspection in 5% cases in their respective Zone and report in prescribed format (Form HF-43) to the Managing Director through Executive Director, Operations the results of their inspection.

13. After the inspection report is recorded and the investment found in order, the file should be sent back to the concerned official for taking further necessary action for the payment of installment as per prescribed procedure.

14. The order for issue of cheque shall be recorded in the file by the District Manager under a rubber stamp.

15. A monthly statement of the inspections conducted by the ZM/GM and District Manager shall be compiled in prescribed format (Form HF-43) to remain on record of the Zonal Office for future reference, if any.

XIII. RELEASE OF INVESTMENT INSTALMENTS:

The investment installments shall be released as per the stages of construction set out below. 

(A) GROUND FLOOR:
	NO. OF INST.
	RATE 
	STAGE OF CONSTRUCTION

	1st
	30%
	After completion of plinth with DPC.

	2nd
	30%
	After completion of structure (with block/brick masonry)

	3rd 
	30%
	After completion of internal and external plaster, fixation of frames of doors and windows and flooring of all rooms.

	4th
	10%
	After completion of flooring of all bath rooms, fittings of shutters of doors/windows, completion of sanitary fittings, drainage work and electric fittings.


(B) FIRST FLOOR:

	  NO. OF INST.
	RATE 
	STAGE OF CONSTRUCTION

	1st
	30%
	After completion of lintel level of first floor.

	2nd
	30%
	After completion of structure (with block/brick masonry)

	3rd
	30%
	After completion of internal and external plaster, fixation   of frames of doors and windows and flooring of all rooms.

	4th
	10%
	After completion of flooring of all bath rooms, fittings of shutters of doors/windows, completion of sanitary fittings, drainage work and electric fittings.


(C) GROUND AND FIRST FLOOR:

	NO. OF INST.
	RATE 
	STAGE OF CONSTRUCTION

	1st
	30%
	After completion of structure on ground and first floor up to lintel level.

	2nd
	30%
	After completion of first floor structure with block/brick masonry of ground & 1st floor.

	3rd 
	30%
	After completion of internal and external plaster, fixation of frames of doors and windows and flooring of all rooms.

	4th
	10%
	After completion of flooring of all bath rooms, fitting of shutters of doors/windows, completion of sanitary fittings, drainage work and electric fittings.


(D) FIRST & SECOND FLOOR 

	NO. OF INST.
	RATE 
	STAGE OF CONSTRUCTION

	1st
	30%
	After completion of first floor structure and second floor up to lintel level.

	2nd
	30%
	After completion of structure of second floor (with block/brick masonry work of 1st & 2nd floors). 

	3rd
	30%
	After completion of internal and external plaster, fixation of frames of doors and windows and flooring of all rooms.

	4th
	10%
	After completion of flooring of all bath rooms, fittings of shutters of doors/windows, completion of sanitary fittings, drainage work and electric fittings.


(E) GROUND FIRST AND SECOND FLOOR:

	NO. OF INSTL.
	RATE 
	STAGE OF CONSTRUCTION

	1st
	30%
	After structure of ground and first floor up to lintel.

	2nd
	30%
	After completion of structure of all the floors and block masonry.

	3rd 
	30%
	After fixation of doors/windows frames, completion of internal/external plaster and floor of all rooms.

	4th
	10%
	After completion of flooring of all bath rooms, fittings of shutters and doors, windows, sanitary fittings, drainage work and electric fittings.


(F) FOR SECOND FLOOR ONLY:   

	NO. OF INSTL.
	RATE 
	STAGE OF CONSTRUCTION

	1st
	30%
	After completion of lintel level of second floor.

	2nd
	30%
	After completion of structure (with block/brick masonry).

	3rd
	30%
	After completion of internal and external plaster, fixation of frames of doors and windows and flooring of all rooms

	4th
	10th
	After completion of flooring of all bath rooms, fittings of shutters of doors/windows, completion of sanitary fittings, 

drainage work and electric fittings.


XIV. DISBURSEMENT – FIRST TRANCHE:            

1. Before making disbursement of first tranche the dealing official, the cheque signatories and the District Manager will ensure that:

a) All original documents have been submitted by the applicant(s) and final computer generated receipt of original documents on prescribed format {Form(HF-3(a)} has been issued to the applicant and copy thereof duly signed by the applicant is placed in the account file.

b) All the post sanction formalities have been fulfilled and audit observations complied with.

c)  Site inspection report and photographs of the site are available in the file and stage of construction qualifies for the release of first tranche.

d) Undertaking by the applicant(s) has been received in prescribed format (Form HF-18).

e) Paid receipt of insurance premium for two years in advance together with undertaking of partner(s)/guarantor(s) for Group Life Insurance has been received - specimen in prescribed formats (Form HF-23 & HF-24).

f) Promissory note - in prescribed format (Form HF-25) equal to the amount of first tranche bearing stamp of prescribed value and letter of continuity - in prescribed format (Form HF-26) have been received from the applicant(s)/guarantor(s) and found in order.

g) It is compulsory in this investment scheme that repayment shall be made through advance post dated cheque of 36 monthly instalments and one post-dated cheque for the entire outstanding balance in lump sum for the remaining period whereas the 37th cheque for the entire outstanding balance for the remaining period shall not be presented for encashment and returned back on receipt of 37 cheque for the next cycle. It should therefore, be ensured that advance cheque for the said period of investment (excluding agreed period) drawn on the bank of the applicant with instructions for payment has been received in advance (as per Guideline & Procedure in prescribed format (Form HF-27). For illiterate partners and those having verbatim signature, arrangement has already been made with the bank and therefore, it is compulsory for such partners to open their personal accounts in any designated branch of bank authorised for collection. 

h) Deed of Assignment and Partnership has been received and bears the prescribed adhesive stamp and the effect has been duly recorded on noting side of the file. The blank columns of the Deed of Assignment and Partnership shall be filled in as per prescribed procedure.

i) Cheque issue order has been passed by the competent authority, under his official seal, full signatures, employee number and date.

2. After having checked and found the above complete, the disbursement voucher shall be generated through the computer by the dealing official concerned in accordance with the prescribed procedure and simultaneously, a cover of documents shall be opened and all original documents including promissory note, photographs of site and letter of continuity letter shall be placed therein. The documents will be kept in safe custody with the District Manager till delivery of cheque of first tranche. 

3. On the basis of computer generated voucher, Account payee cheque shall be prepared in favors of partner(s) and put up for signature to the authorized first and second signatories.

4. The cheque of first tranche shall be delivered to the partner or his duly authorized attorney (accepted by the Corporation) before the Sub Registrar concerned at the time of registration of Deed of Assignment and Partnership. The photocopy of the receipt received from Sub Registrar’s office be placed in the account file and effect be noted on noting side.

5. The official holding Power of Attorney on behalf of the Corporation for executing the Deed of Assignment and Partnership shall continue to maintain a register in prescribed format (Form L6-A) to record the date of the assignment deed and the sale deed etc. (in case of house purchase) together with date of collection of said documents from Sub Registrar’s office concerned. The register shall be put up to District Manager on every Saturday with the number of assignment deeds collected and those outstanding showing reasons for non-collection in the remarks column.  Within 5 days after collection of Deed of Assignment and Partnership, the same shall be sent/delivered to the Law Branch of the concerned Zonal Office against proper receipt, while the original documents cover shall be sent - in prescribed format (Form HF-28) for placing it in Strong Room. However, a photocopy of assignment deed shall be placed in investment file.

6. The entry of assignment, where applicable, shall continue to be made in the record of right/revenue record. Entry to this effect shall be made on the noting side of account file and certificate received for such entry shall be placed therein.

7. The delivery of cover shall not be delayed for want of assignment deed which shall be sent when received on due date as per procedure. Law Branch of Zonal Office shall retain the first copy of receipt thereof and return the second copy duly signed, stamped with seal.

8. The District Manager shall ensure that all the documents required to be placed in the cover have been detached from the account file, placed in the relevant document’s cover and the same has been sent/delivered to the Law Branch of the Zonal Office concerned for placing in the Strong Room as per Legal procedure.

XV. DISBURSEMENT-SECOND, THIRD & FINAL TRANCHE:

1. Before release of second, third & final tranche  it should be ensured that: 

a) Site inspection report and a set of three photographs of present stage of construction have been submitted by the concerned official and the same are placed on correspondence side of the account file and also recorded in the noting side.

b) According to site inspection report stage of construction qualifies for the release of second/third  & final tranche.

c) Promissory note equal to the amount of second, third & final tranche together with letter of continuity has been received, found in order and recorded on noting side.

d) In case of release of final tranche it should be ensured that registered Deed of Assignment and Partnership if due for delivery, has been collected from the concerned Sub Registrar.

e) Entry of assignment of house/flat has been made in the record of right/revenue record, certificate to this effect has been received, placed in the account file and also recorded on noting side thereof. As a matter of abundant precaution it should also be ensured that all audit conditions and post sanction formalities have been met/fulfilled.

f) Cheque issue order has been issued by the competent authority under his official seal, full signatures, employee number and date. 

2. After having checked and found the above complete, the disbursement voucher shall be generated through computer by the official concerned. On the basis of computer generated voucher, Account payee cheque shall be prepared in favor of the partner and put up for signatures of authorised first and second signatories.

3. The A/c Payee cheque of second, third & final tranches shall be delivered to the partner at the concerned District Office against proper receipt bearing revenue stamp of prescribed value.

4. After delivery of final tranche, registered Deed of Assignment and Partnership shall be sent/delivered to law Branch of concerned Zonal Office for placing it in the relevant document cover and receipt thereof be obtained in writing and shall be recorded on the noting side.

5. As the final Instalment shall be released after flooring, fixation of shutters of doors and windows including kitchen & bathroom and after electric fittings, a completion report shall simultaneously be drawn at this stage by the District Manager, if the work is complete at site.

6. If the partner does not draw subsequent instalment(s) within the agreed period, he should be reminded in prescribed format (Form HF-46) to apply for the same immediately. In case of non-response the site be inspected by the D.M. and if the construction is found complete the investment shall be reduced to the extent of amount disbursed. Consequently audit proposal and approval shall be revised and revised acceptance letter be sent to the partner.

7. The Corporation may also reduce the investment without assigning any reason. The partner may also request the Corporation to reduce the investment if he has completed the building from his own resources after drawal of part of the investment.

8. All payments in respect of investment for construction of houses/flats are made by cross cheque drawn in favor of the applicant or the person who holds a duly registered power of attorney on behalf of the applicant.

9. In cases of house purchase investment, an order cheque may be issued.

10. All cheque of investment for construction are specifically crossed with the words “Account Payee Only” except cheque which are intended for the payment of departmental house building advance in cases of Government servants or for the payment of balance price of land if a part of the investment is advanced for this purpose. The latter type of cheque are to be endorsed by the partners in favor of the Government or the allotting  authority and are to be handed over to the representative of the department concerned, duly authorized to collect the cheque, at the time of registration of the Deed of Assignment and Partnership. Such cheque should be crossed but may not be endorsed “Account Payee Only”.

11. The investment cheque of 1st installment are delivered before the registration officer concerned at the time of registration of Assignment Deed. As the fact of payment of 1st cheque is recorded in the Assignment Deed and the payment is made in the presence of the Registrar, no other receipt of payment is necessary from the partner.

12. The cheque for second and subsequent installments of investment are made to the partner at the offices of the Corporation against stamped receipt signed by the partner or his duly constituted attorney, holding power of attorney under a registered document in the prescribed format (Form L-4). Moreover, such cheque can also be deposited/ sent to the bank account of the partner if so desired by the latter and full information regarding bank account number etc., along with a written request and pre-signed receipt is furnished to the Corporation, in this behalf.

XVI. AUTHORIZED SIGNATORIES:

1. The cheque of investment installments are signed by two officers as per authorization from time to time. Presently the cheque signing authorities are as shown below:

	S.NO.
	AMOUNT OF CHEQUE
	1ST SIGNATORY
	2ND SIGNATORY

	a).
	Up to Rs.350,000/-
	Grade III Officer of District.
	District Manager

	b).
	Above Rs.350,000/= and Rs.1,000,000/=
	District Manager
	Zonal Head

	c).
	Above Rs.350,000/= and up to Rs.2,500,000/= in the following District Offices:

Faisalabad, Multan, Hyderabad, Peshawar, Quetta and Abbottabad.
	District Manager
	Zonal Head

	d).
	From Rs.2,500,001 to Rs.7,500,000/= in the following District Office (Karachi Zone) Unit I, II, III & IV. District Office HP Zone,, District Office Unit I & II Rawalpindi and District Office, Islamabad and District Office Unit-“A” and “B” Lahore.
	Chief Manager or Acting Chief Manager in the Zonal Office or District Manager.
	Zonal Head


a) In all the District Offices, the cheque are prepared . The details of the job to be done for preparation of cheque should be the following:

a) Preparation of necessary voucher in prescribed format (Form A/1), in serial order.

b) Making required notation on the counter foil of the cheque very carefully, as the correctness of the details of cheque, to be typed/prepared, shall depend upon the same.

c) Endorsing the particulars of the cheque in the file under a rubber stamp showing details of the name of the partner, cheque number, amount of instalment & account number etc.

d) Preparation of the “Cheque Prepared Statement” in prescribed formats (Forms A/3, A/3-1, A/4, A/5, A/5-1) from the voucher in serial order, voucher-wise.

e) Printing the particulars on the cheque as per counterfoil and send the file to the first signatory along with the cheque (in a brief-case meant for the purpose for safety reasons as the cheque is taken off the book for printing), the voucher, the counterfoil of the cheque, the prescribed format (Form A/3)  for each case.

b) The first signatory of the cheque should exercise extra precaution before signing the cheque and make doubly sure that there is no duplication in account number. He should check up the voucher, the statement in prescribed format (Form A/3) and other necessary details to avoid mistakes in the same.

c) The first signatory should also see to it that the voucher, prescribed format (Form A/3) is dispatched /delivered to the Investment Accounting Section weekly, without any delay.

d) After the release of first cheque and before the release of cheque for final installment of investment, it is necessary that the completion of all post sanction formalities is ensured by District manager concerned. It should also be ensured that all required documents have been furnished and the deed of assignment has been received from the court and placed in the cover of documents, duly checked. Care should be taken to release the cheque in time without any delay.

e) All cheque, sent from Zonal Office to the other offices, should be sent under Registered A.D. cover addressed by name to the concerned in-charge officer.

f) All installments of an investment approved should be released within the agreed period of 9/18 months in cases of houses & flats.
(End of Rev-04 of this section-SENT 23-APR-2010)

(Start of Rev-05 of this section-SENT  27-APR-2010)
4.1.2.1.5.5 PROCEDURE IN CASES OF MULTI-STOREY BUILDINGS/FLATS:

I. GENERAL:

1. The HBFC investment is available for the owner/allottees of flats in multi-storey housing projects undertaken by construction companies. The HBFC finance for construction companies is available in three categories of cases namely: 

i. Where the structure of the multi-storey building is complete.

ii. Where the project is complete in all respects and ready for occupation.

iii. Where the company has offered possession to its allottees without having approached HBFC for financing but the individual allottee has applied to the Corporation for investment.

2. In cases of the first two categories, the construction companies are required to apply to the Corporation in the prescribed Form HF-30 with MCB receipt for payment of Rs.20/= as application fee.

II. LIST OF DOCUMENTS:

(A) FOR PROJECT INVESTMENT-IN CASE OF ALLOTTED LAND
(i) Allotment Order.

(i) Possession Order.

(ii) Acknowledgement of possession.

(iii) Site Plan.

(iv) Proof of payment of full cost of land.

(v) Specimen of title documents to be given to individual allottees.

(B) FOR PROJECT INVESTMENT- IN CASE OF LEASE HOLD LAND:

(i) Lease deed subsequent transfer deeds with mutation.

(ii) Up to date search certificate from the date of lease deed.

(iii) Site Plan.

(iv) Permission from the lessor to issue sub-lease deed and permission to assign to the allottees of flats/housing units.

(v) Specimen of title documents to be given to individual flat owners.

(C) FOR PROJECT INVESTMENT-IN CASE OF FREE HOLD PROPERTY:

(i) Registered Sale Deed.

(ii) Unbroken chain of Jamabandi/city survey, record for the last 15 years.

(iii) Mutation.

(iv) Non-encumbrance certificate for the last 12 years.

(D) BESIDES THE ABOVE THE BUILDER WOULD ALSO SUBMIT THE FOLLOWING:

i. Approved Building Plan with letter of approval.

ii. Valid Architect Licence.

iii. Valid Builder Licence.

iv. Sub Division Plan showing the detail of flats.

v. NOC under the Building Control Ordinance (only where the land management works with Govt. of Sindh).

vi. Partnership Deed in case of partnership firms.

vii. Bye- laws of firms, Memorandum & Articles of Association etc.

viii. Registration certificate in case of Co-operative Societies and limited companies.

ix. Completion schedule of the project.

x. Audited balance sheet.

xi. Details of administrative and technical set-up of the construction company.

(E) DOCUMENTS RELATING TO INDIVIDUAL ALLOTTEES:

i. Lease Deed/Sale Deed/Sub-lease Deed/Transfer Deed etc.

ii. Search certificate.

iii. Permission to assign.

iv. Allotment Order.

v. Approved Building Plan in case of individual housing unit.

vi. Proof of income (also see para 5.6 to 5.16).

vii. Three photocopies of Computerised National Identity Card (CNIC) of the applicant/guarantor.

viii. Three photographs of the applicant/guarantor.

ix. Other documents required from the applicants concerning proof of income etc.

III. EXAMINING THE PROPOSAL:

On receipt of application along with the required documents as the case may be, a proposal should be prepared after thorough scrutiny of the following points/facts:

1. The title to land has been declared clear and marketable by Manager Law/ Legal and Legal Adviser, where applicable.

2. Building plans have been approved by the authority concerned.

3. No Objection Certificate and Builder’s licence etc., have been obtained under relevant Building Control Ordinance and other terms of the same have also been met.

4. The required investment, in construction of the project, has been made by the individual or partnership firm.

5. The firm has a qualified technical staff on its roll.

6. The firm possesses adequate experience in construction industry and has good reputation in the market and,

7. In case the firm had already executed any project with HBFC investment in the past, its dealings were up to the mark, i.e., the project was completed in time, there were no public complaints against quality of construction and the account position of the individual partners was also up to date. 

IV. EXAMINATION OF TITLE DOCUMENTS OF THE PROJECT:

The file should be forwarded to Law/Legal Branch for necessary checking and clearance of title before approval of financing of the project by the Corporation.

V. CLEARANCE OF THE TITLE DOCUMENTS BY THE LEGAL BRANCH:

After the case file is received back from the Law/Legal Branch duly cleared for further processing, the same shall be placed before the Sub Committee appointed for scrutinizing the company cases finally before its approval by the Committee of senior officers for approval of financing of the project.

VI. THE SUB COMMITTEE FOR PROJECTS:

(A) THE MEMBERS OF SUB COMMITTEE:

i. Manager (Audit & Inspection)      --   Member
ii. Manager (Operations)
     --   Member

iii. Manager (PD&EC)
     
    --   Member

(B) TASK OF SUB COMMITTEE:

1. To obtain title clearance and legal opinion from Legal Branch, Head Office, Karachi.

2. To thoroughly examine the case file in accordance with prevailing rules of the Corporation.

3. To carry out site inspections other than the inspections carried out by the Zonal/General Manager and recommend release of the tranches.
4. To furnish comprehensive report under the joint signatures of Member of the Committee.

5. Any other work assigned by the Committee of Senior Officers.

VII. COMMITTEE FOR APPROVING THE PROJECT:

1. The composition of the above Committee shall be as follows:

i. Executive Director (HR&A)            --    Chairman

ii. Executive Director (Operations)    --    Member

iii. Executive Director (Recoveries)    --    Member

iv. Executive Director (SAM)             --    Member

v. Executive Director (Finance)         --   Member

2. The Committee shall be responsible for the following:

i. To get built database of builders/projects, for monitoring and updating.

ii. Black listing of builders/projects.

iii. Approval/acceptance of projects.

iv. Bulk investment related issues.

v. All issues relating to builders, developers and housing projects.

vi. Deal Association of Builders & Developers and Civic authorities.

VIII. ISSUANCE OF LETTER:

1. After approval of financing of the project by the competent authority, approval so accorded shall be noted in the relevant register in Form HF-32 and a letter of approval in prescribed format (Form HF-33) shall be issued to the construction company concerned by the respective Zonal Office, under intimation to the District Manager concerned. While the projects for multi-storey buildings of flats are approved by the Committee, the cases of individual flats are approved by the respective Credit Committees as per delegated powers.

2. In Karachi there is a separate Zonal Office (Housing Projects Zone) to handle such cases. In other Zones the cases of flats are processed by the respective GMs/DMs.

IX. THE INSPECTION:

1. After issue of letter of approval to the construction company concerned, the file shall be put up for inspection to the officer concerned. 

2. After approval of the construction company, in the first two prescribed categories of the cases, the following documents would be required before registration of proposal from individual allottees of flats/individual houses:       

(A) IN CASES OF COMPLETED PROJECT:

i. A certificate from Building Control Authority that the building is complete in all respect.

ii. An undertaking on stamp paper from the Construction Company that the possession of the flat shall be handed over to the allottee soon after drawal of HBFC investment and before commencement of repayment of investment.

iii. A certificate from a licensed Architect in regard to the soundness of construction on prescribed format (Form HF-34).

(B)   IN CASES OF PROJECTS THAT ARE STRUCTUALLY COMPLETE:

i. A certificate from a licensed architect in regard to soundness of construction on prescribed format (Form HF-34).

ii. An Indemnity Bond in  prescribed format (Form HF-35) indemnifying their rights against any losses to the Corporation on account of delay in construction and handing over the possession of flats to the allottees in time.

X. THE COMPLETION PERIOD AND THE AGREED PERIOD:

1. The completion period of the housing project shall be 18 months from the date of drawal of 1st installment of investment on ground floor of building blocks. In such projects where structure is complete, the project should be inspected flat-wise by DM/GM before release of each cheque.

2. In cases of individual houses/flats built by the companies, the agreed period would be 9/18 months as prescribed.

XI. CASES WHERE COMPANY HAS OFFERED POSSESSION WITHOUT HBFC INVESTMENT:

1. The Corporation may make investment for purchase of apartments/houses in partnership with allottees of such construction companies which have not been approved for financial assistance. In such cases allottee of the flat/house intending to avail of HBFC investment for purchase of the housing unit, should make an application to the Corporation, along with the following documents: 

a) Original title documents of the apartment.

b) Photostat copy of the title documents of the project.

c) Permission to assign the property from the appropriate authority/affidavit in place of permission to assign where construction company does not exist.

d) Non-encumbrance certificate.

e) Occupancy certificate from the Karachi Building Control Authority.

2. In case the above documents are found in order on scrutiny, the applicant should be advised to apply for purchase investment in prescribed format ( Form HF-1) with receipt for payment of application fee etc., as laid down in the beginning of this chapter.

3. On receipt of the above application, it should be processed as per usual procedure for normal investment for purchase of houses.

4. After all the necessary formalities, mentioned in the above paragraphs are completed by the construction company approved by the Corporation, for investment to the individual allottees, a clearance certificate in prescribed format (Form HF-36) should be issued by the District Manager advising the company to submit the proposals in form prescribed format (HF-1), from the individual allottees, along with the necessary title documents & proof of income of the applicant. 

5. In case of construction companies, the individual building plan in each case is not necessary. The building plan of the project with the specific flat marked in red on the same should be annexed with the lease deed before its registration. The building plans annexed should show all the necessary details required along with the site plan.

6. After receipt of the test case from the individual allottee, audit proposal (computer generated) should be prepared by the District Manager and sent to Investment Branch of the Zonal Office concerned for audit checking and return within the shortest possible period. All the other applications from the individual allottees of that particular project should be based on the proposal so audited. Each individual case should, however, be audited before approval as usual irrespective of the audit of initial proposal of the project.

7. In case the post approval formalities are not completed by the construction company within 6 months from the date of approval letter issued, a reminder should be sent and if there is no response within a fortnight the permission should be cancelled by the Zonal Manager/General Manager (HPZ) and the company informed of the same in Form prescribed format (HF-45). In all such cases, the documents should be returned against proper receipt to the authorized representative/attorney of the construction company.

XII. PROCEDURE FOR INSPECTION OF SITE AND RELEASE OF INVESTMENT-PROJECT CASES:

1. The builders should apply in writing for the release of investment instalment. Physical inspection of the site should be conducted by the Sub-Committee/ District Manager and the stage of construction recorded towards the noting side of the HF file. Copy of such inspection report shall be placed in each and every project file duly signed and recommended by the Sub-Committee/District Managers for release of investment.

2. In cases of investment for construction of new houses, physical inspection of the sites should be conducted at the time of release of each instalment on request of the applicant in Form HF-37. In cases of house purchase, however, such inspection should be conducted only before release of investment which is made in one instalment. In such cases an inspection report, in duplicate, in Form HF-38/HF-40 respectively shall be prepared under the signature of the inspecting official. One copy of the report of the same should be placed in the HF file and the other in a Master File to be maintained by the District Manager concerned (also see inspection of site).

3. In cases of investment for house purchase the District Manager/GM or his authorized nominee should inspect the house and draw completion report in prescribed format (Form HF-40). The valuation certificate of the house, its life and soundness of construction furnished in prescribed format (Form HF-41) would also be checked to see if it is in order.

XIII. SITE INSPECTION:

1. The stages of construction for  payment of installments shall be as follows:

	 NO. OF INSTAL.
	RATE 
	STAGE OF CONSTRUCTION

	1st
	35%
	After completion of structure with block masonry (all floors).

	2nd
	35%
	After fixation of door/window frames completion of internal and external plaster (all floors).

	3rd &

Final
	30%
	After completion of electric wiring and sanitary/drainage work, flooring (including all bathrooms) fixation of shutters of doors and windows, kitchen and bathrooms/electric fittings (all floors and complete amenities). 


XIV. PAYMENT FOR PURCHASE OF HOUSE /FLAT:

1. The payment of investment for purchase of a house or a completed flat case may be made in one installment at the time of registration of the Deed of Assignment and Partnership/Sale Deed. In all such cases, it should be ensured that the sale deed/assignment deed is received from the Court/Registrar within the scheduled period of one month and the partners furnish undertaking for submission of mutation certificate of the property for record.

2. The other procedure for preparation of cheque, their delivery filling up and registration of assignment deed etc., shall be the same for company cases. 

XV. PAYMENT OF CORPORLATION’S SHARE IN RENTAL INCOME:        

The Corporation’s share in the rental income of the house shall be in proportion to the investment in the originally assessed total cost of the house/flat.

XVI. PAYMENT OF RENTAL INCOME:        

The rental income shall be payable on monthly basis.

XVII. REVISION OF RENTAL INCOME:

The Asset & Liability Committee (ALCO) of the Corporation shall be empowered to determine the frequency and rate of revision of rent subject to restriction of rental law.

XVIII. DETERMINATION OF RENTAL INCOME:

The gross annual rental income shall be determined @ 6% of the total assessed cost of the house whereas the net annual rental income shall be determined @ 5% of the total assessed cost of the house.

XIX. APPRECIATION IN THE VALUE OF HOUSE:

1. The Corporation in addition to sharing in rental income of the house shall also share in the appreciation in the value of the house @ 2.5 to 12.5% per annum assessed by it for various localities from time to time from the date of execution of the deed of assignment and partnership till all the investment units are purchased/transferred to the partner.

2. A Committee for asset and liability shall be appointed to determine rate of rental income and revise/re-determine Corporation’s share in appreciation in the value of the house from time to time.

XX. INVESTMENT UNITS: 

The investment of HBFC shall be divided into equal yearly units. In addition to the period of construction, if any, a moratorium period of 2 years in the purchase of the investment units, in case of purchase of finished house/flat/apartment, a period of one and quarter years (15 months) in case of construction of a house, in case of apartment six (6) months shall be applicable at the option of the applicant. The period for purchase of investment units shall be determined in accordance with the option of the applicant.

XXI. OPTION TO PURCHASE CORPORATION’S INVESTMENT UNITS:

Within 2 years from the date of execution of the Deed of Assignment and Partnership, the partner will have the option to purchase the investment of the Corporation on lump sum payment of profit @ 7.5% in Union Council, 10% in Tehsils, 12.5% in District Headquarters and 15% in Middle/Upper Income Group areas in addition to the payment of appreciation in the value of the house at applicable rates. All payments, made to the Corporation towards Rent/Purchase of units if any (excluding insurance premium payment made) shall be deducted from the above payment.

XXII. PURCHASE OF INVESTMENT UNITS:

1. The partner may purchase each investment unit at agreed price comprising of the value of the yearly unit plus agreed appreciation in the value thereon. The partner shall have option to purchase as many units as he wishes or full investment, at any time after two years.

2. The partner may purchase the units of investment only after having paid all insurance premium due, the share of the Corporation in the rental income and other dues. Any payments made by the partner shall be credited first against the payment of insurance premium due, next against the Corporation’s share in the rental income due, then against other dues before being accounted towards purchase of any investment units.

XXIII. COMMENCEMENT OF PURCHASE OF INVESTMENT UNITS:

The Corporation’s share in the rental income will be payable on monthly basis during the period of moratorium and thereafter the monthly installment amount will be increased to enable the partner to purchase one investment unit each year. The funds received towards purchase of investment unit shall be treated on-account till the total purchase price (including the agreed appreciation in the value of the house) has been received.

XXIV. FORFEITURE OF PARTNER’S UNITS IN CASE OF DEFAULT:

If the partner defaults in the payment of share of rental income for a specified period, the Corporation shall in lieu of such portion of the due amounts forfeit such unit(s) of his share in the house as are equal to such defaulted amount on the basis of agreed value on the date of such forfeiture and the Corporation, after giving the partner a Legal Notice to this effect, shall be entitled to receive rents for the unit(s) so forfeited, unless the same are repurchased by the partner at a later date.

XXV. REVISION OF RENTAL INCOME AFTER PURCHASE OF EVERY INVESTMENT UNIT:

The share of the Corporation in the net rental income shall be revised after purchase/forfeiture of every investment unit and shall remain fixed at the revised ratio worked out on the balance of the investment, till all the investment units are purchased.

XXVI. ADDITIONAL INVESTMENT:

The Corporation may, subject to the maximum limit of investment, covered area and monthly income of the applicant(s)/guarantor(s) on whose income original investment was made, make additional investment in any house in which investment has already been made and is already assigned or mortgaged to the Corporation provided the repayments have been regular and subject to the condition that all the units of additional investment shall be purchased by the partner within the period allowed for purchase of units of original investment. The other formalities required for HBFC investment shall also be completed by the partner.  

XXVII. SALE OF HOUSE DURING CURRENCY OF INVESTMENT:

1. The Corporation may permit a partner to sell or transfer his investment units to a third party during the currency of the deed of assignment and partnership provided the price offered is reasonable and the partner adjusts all rentals payable and any other dues up to the date of such sale and buyer also buys the investment units of the Corporation in the house at the pre-agreed price applicable on the date of such sale. The Corporation may at its sole discretion forego its share in the capital gain in excess of the agreed value of its investment units on the date of the sale. 

2. The Corporation may subject to its eligibility criteria and subject to the condition that age of house is not more than 45 years, consider fresh investment for the house with the intending buyer. As per rules, no investment shall be made on house/flat facing coastal areas where age of the house/flat exceeds 20 years.

3. The tenure of investment, subject to maximum limit, shall be fixed on the basis of the age of oldest applicant/guarantor or 20 years minus the expired period of purchase of units allowed to the seller whichever is less.

4. Provided further that when, in the opinion of the Corporation, the price offered is not reasonable, the Corporation shall have the option to buy out the partner’s investment units at the price agreed upon between him and the intending buyer.

5. The application for transfer of investment shall be processed in the following manner:

(A) REGISTRATION OF APPLICATION:

1. The intending Purchaser shall apply to the concerned district office for house purchase investment on prescribed Application form along with all documents/ information required to be submitted under House Purchase Investment with the exception of title documents, building plan, Permission to Assign, Non-encumbrance Certificate (NEC) which are already in HBFC custody. Detail of documents/information required to be submitted by the Purchaser are as under:-

(a) Application on prescribed format (Form HF-1), duly completed.

(b) Application fee at prescribed rate.

(c) Three (3) Passport size colored photo graphs of applicant(s)/ Guarantor(s) /Attorney.

(d) CNIC of the Applicant.

(e) CNIC of the Seller.

(f) CNIC of the Attorney, if any.

(g) Salary Certificate of applicant(s)/guarantor(s).

(h) Affidavit of applicant(s)/Guarantor(s) on prescribed format (Form HF-21).

(i) Photocopy of last income tax return of applicant/guarantor.

(j) Letter of undertaking of guarantor (in case of guarantor) in Form 18-A.

(k) Sale agreement on prescribed form entered into between Seller & Purchaser (Partner) on stamp paper of prescribed value which should be duly signed by the parties and two witnesses thereto and attested by Notary Public on Form HF-47.

(l) Joint application on prescribed format (Form HF-49).

(m) Draft Sale Deed on the format approved by the Corporation Form HF-48.

(n) Promissory Note – Letter of Continuity on prescribed formats (Form HF-25) and Form HF-26 respectively).

(o) Undertaking for SLIC on prescribed formats (Form HF-23 and Form HF-24 respectively).

(p) Copy of Legal Notice published in News Paper by Purchaser to purchase the house/flat.

2. The application for investment shall be scrutinized like other applications of house purchase investment.

3. If investment application is found complete in all respect, the dealing assistant will sign the relevant column of application form and place the same before the District Manager along with the investment file of the Seller (existing partner) seeking approval to register the case. In case of deficiency of documents he will inform in writing the applicant on application return memo prescribed under Ghar Aasan Scheme.

4. The District Manager will interview the applicant(s), guarantor(s) and issue order on the application form to register the case.

5. The other procedure for attestation of documents etc shall be the same as in registration of fresh cases explained.

6. An investment file will be opened in the name of the purchaser and the investment account file of the Seller (existing partner) will then be moved to concerned branch to work out audited balance and the newly opened investment account file of the Purchaser will be forwarded to Law Branch for scrutiny of sale agreement, joint application and draft of sale deed and to enlist and confirm the documents in respect of Seller (existing partner’s) account kept in their safe custody. Manager/ In-charge Law, after scrutiny of documents, shall write in red on the cover of Seller (existing partner’s) documents “CAUTION PROPERTY UNDER PURCHASE”.

7. On receipt of certificate of documents placed in the custody of concerned Law Branch and clearance of Purchaser’s documents as mentioned above by Law Officer/Incharge Law Branch or by Legal Adviser and audited outstanding balance of Seller (existing partner’s) account, the investment file of the Seller (existing partner) and the Purchaser (applicant) will be tagged together.

(B) INCOME VERIFICATION:

As per prescribed procedure of “Income Verification”..

(C) VALUATION OF THE PROPERTY:

Valuation of house/flat shall be done through PBA’s approved valuers as is done in normal house purchase cases.

(D) OTHER HINTS FOR PROCESSING OF TRANSFER CASES:

1. The processing for approval of investment shall be computer based and Audit Proposal shall be generated by computer (specimen follows).

2. CIB report shall invariably be obtained for investment of Rs.0.5m and above.

3. Group Life Insurance as per normal procedure shall be allowed.

(E) AUDIT OF INVESTMENT:

1. Audit of Investment case of the Purchaser (applicant) shall be at Zonal and at Head Office level as per procedure. However, both the investment files, the Seller (partner’s) investment file as well as purchaser (applicant’s) investment file, will be submitted to Audit Branch for audit.

2. After audit the file would be put up to the competent authority for acceptance of investment as per procedure.

3. Site Inspection may be conducted as per normal procedure.

(F) DISBURSEMENT:

1. Disbursement shall be bi-furcated in two or more cheques which will be in favor of Purchaser (applicant).

2. Disbursement cheque shall be “Order Cheques”.

3. One cheque, equivalent to audited outstanding balance of Seller (existing partner’s) Investment account which the Purchaser (applicant) will endorse in favor of HBFC Collection account for the closure of Seller (existing Partner’s) account. This cheque shall be retained by District Manager concerned and shall not be deposited in bank until the authorized official responsible for execution and registration of documents before Sub-Registrar, inform in writing to the District Manager on prescribed format (Form HF-50), about registration of Redemption Deed of previous assignment, Sale Deed in favor of Purchaser and a fresh Deed of Assignment and Partnership in favor of HBFC by the Purchaser (applicant) which shall be placed in the investment account of the Seller (old Partner).

4. Second cheque of the amount of balance sale consideration shall be endorsed by he Purchaser in favor of the Seller in full and final settlement of sale price of the flat/house. This cheque shall be delivered before the Sub-Registrar only after execution and registration of Redemption Deed (of previous assignment deed by the seller), sale deed in favor of the Purchaser and Deed of Assignment and Partnership in favor of HBFC by the Purchaser who would then become HBFC’s new Partner. This cheque should not be delivered to Purchaser unless all the above three documents are properly executed and registered. After the adjustment of balance sale consideration still any balance of investment approved remains to be paid, third cheque shall also be issued in favor of Purchaser (new partner).

5. Proper receipt of all the cheque shall be obtained from the Purchaser (the new Partner).

6. After registration of above documents, the registration official will inform District Manager to this effect in prescribed format HF-50. The District Manager will then initiate note to deposit the cheque of outstanding balance favoring HBFC Collection account in concerned bank and ensure that the account of the Seller (old Partner) is closed in the books of accounts without delay. It should be kept in mind that cheque favoring HBFC collection account will not be deposited and account of Seller (old Partner) will not be closed until execution and registration of all the above documents, i.e., Redemption Deed, Sale Deed and a fresh Deed of Assignment and Partnership are completed. The payment of monthly installment pending execution of above documents should be the responsibility of the seller (old partner).

7. After closing of Seller (old Partner)’s account a copy of the closing letter along with remaining postdated cheque shall be returned to the seller against proper receipt. The copy of closing letter meant for Law Branch shall be placed in the investment file of New Partner (Purchaser’s) account and third copy will be placed in the relevant investment account file of old Partner.

8. The District Manager concerned will forward the documents of the Purchaser (new Partner) to Law Branch concerned with the advice to open new document cover in the name of the Purchaser (new Partner) with new account number allotted to him and place therein all the documents kept in the cover of old Partner. Even the replaced cover be kept in the new cover for reference.

9. It should be ensured that until Redemption Deed, Sale Deed and Deed of Assignment and Partnership are registered, payment of monthly installments shall be the responsibility of the seller (old partner) and any instilment(s) becomes due pending registration of above documents shall be recovered out of the postdated cheque given by him. In such case the audited balance for closing of account may vary. However any excess payment in old partner’s account shall be refundable to him/her after closing of his/her account. The balance once audited for closing of old Partner’s account shall not be altered, instead amount of disbursement cheque shall be adjusted.

(G) SALE OR TRANSFER THROUGH GPA:

Under this scheme, any transaction of sale or transfer through General Power of Attorney (GPA) or any other instrument, which has not been permitted by the Corporation in writing, shall be void.

(H) HBFC NOT TO SHARE IN PROPERTY TAX, MAINTENANCE COST ETC.:

The partner will be allowed 1% margin while working out the net rental value to incur and pay property tax, all maintenance expenses etc. The Corporation shall not be responsible for payment of any such taxes/expense.

(I) STAMP DUTY & REGISTRATION FEE:

Stamp duty, registration fee and any other fees payable on the execution and registration of documents required to be executed in connection with the investment shall be paid by the partner.

(J) HBFC TO SHARE WITH PARTNER IN THE LOSSES:

The HBFC shall bear its share of losses caused by natural calamities, war or civil commotion. The liability of HBFC shall be determined on the basis of its share of investment at the time the loss occurs and shall not exceed the outstanding amount of investment.

(K) FINAL SHARING OF PROFIT & LOSS:

The appreciation in the value of the house/investment units shall be finally assessed for adjustment of profit and loss at the time of full and final settlement of account on expiry of the period allowed for purchase of units or otherwise. However, the Corporation shall have the sole discretion to forego, at the time of final valuation, its share of profit in excess of agreed appreciation in the value of investment units.

(L) TRANSFER OF INVESTMENT UNDER THE NEW SIMPLIFIED SCHEME:    

1. The Corporation may permit a partner to sell or transfer his share in the house during the currency of deed of assignment and partnership provided that:

2. The partner has obtained permission to sell from the Corporation;

3. The price offered is reasonable;

4. The partner agrees to pay the Corporation its share in the Capital gains.

5. There are no dues outstanding against the partner, and if in the opinion of the Corporation the price offered is not reasonable the Corporation shall have the option to buy out the partner’s share at the price agreed upon between him and the intending buyer.

6. Transfer of investment in all cases shall be made on current prices.

(M) DOCUMENTS REQUIRED IN TRANSFER CASE:

The documents and other procedure for transfer of investment shall be as under.

a) Application form for transfer of investment.

b) Transfer Fee as prescribed.

c) Joint application from partner and proposed transferee.

d) Sale Agreement.

e) Completion Plan with letter of approval.      

(N) PROCESSING OF TRANSFER APPLICATION:

1. On receipt of an application for transfer of investment in District Office the completion report should be drawn after the inspection of site and the accounts position checked. In case the same is found in order a proposal shall be drawn by the dealing assistant concerned on prescribed format (Form HF-52), and case forwarded to the Investment Branch for further processing/finalization.

2. In case the account position is found in default, the partner should be asked to bring the same up to date. The Investment Branch of the Zonal Office concerned should get the account position of the partner verified/checked through Accounts or Recovery Branch and forward the file to Law Office and Internal Auditor for final checking of the documents and the proposal. Thereafter, the file should be put up to the General/Zonal Manager for grant of permission to transfer the investment and registration of sale deed.

3. All investment cases, in which permission to transfer the investment in the above manner is issued, should be noted in a register on  prescribed format ( Form HF-53).

4. The transfer of investment approved by way of sale or gift should be conveyed in writing to the partner on prescribed formats ( Form HF-54, & HF-55), respectively. 

5. If the partner fails to complete the formalities to execute the sale deed within three months from the date of the transfer permission letter, the approval should be cancelled and noted in the remarks column of the register on prescribed format (Form HF- 53), and the partner informed accordingly on prescribed format (Form HF-56).

XXVIII. HOW TO CALCULATE CAPITAL GAIN:

1. The capital gains in respect of a house shall be considered reasonable if it is higher than or equal to the estimated cost of the house calculated as under:

a. Cost of land plus cost of unit.

b. Whereas capital gains shall be worked out as per formula appended below:

Capital Gain multiply by  Outstanding Balance Of Investment Divided by Cost Of House/Flat
2. In cases of gift of property no capital gain shall be charged.

3. The draft sale deed furnished by the proposed transferee should be got checked by Law Branch and a date for registration fixed by the District Office with the Registrar concerned.

4. After registration of the sale deed the name of the original partner should be substituted by the name of the transferee in the record at the local office i.e. District Office and both the transferee and transferer informed by the said office of the same in writing on prescribed format ( Form HF-57), under intimation to Zonal Office concerned and IT Function, Head Office, Karachi for necessary changes in the computer statement. 

5. The transferee (new partner) should submit the mutation order from the concerned authority for transfer of property in his name within three months from the date of registration of sale deed.

6. A monthly statement of all such cases should be sent by investment Branch to Operation Function, Head Office, on prescribed format ( Form HF-53).

7. The District Manager should keep a note of the date in his diary to pursue the matter.

XXIX. GOVERNMENT SERVANTS /EMPLOYEES OF BANKS AND OTHER INSTITUTIONS:

The application from Government Servants, for acceptance of HBFC investment, may be dealt with in the same manner as of other normal cases except that the Government servants have the option to obtain the house building advance from their department and investment from the HBFC simultaneously or one of the two at a time. In case the Government Servant or bank employee wishes to retain only the HBFC investment after clearance of his departmental dues, he may do so. The procedure to be followed in such cases is given below.

(A) REFUND OF DEPARTMENTAL HOUSE BUILDING ADVANCE:

1. The applications for investment of such Government servants should be accompanied by a certificate from the Audit Officer indicating the total amount of House Building advance drawn by them and the balance of advance remaining due, including interest.

2. The Corporation, in the first instance, shall satisfy itself that the amount of loan advanced by the Government, has actually been invested by the Government servant in the purchase of land and the construction of the house and still some amount is required to complete the construction of the house in all respect.

3. It is necessary that in such cases the mortgage with the Government is redeemed simultaneously, with the execution of the Assignment Deed in favor of the Corporation on prescribed formats (Form HF-16A or HF-16-B  as the case may be). The mortgage deed is discharged by the Head of the Function concerned by signing re-conveyance on prescribed format (Form F.G.R. 24).
4. In order to enable the Head of the Function to take action for the above mentioned re-conveyance, the Corporation shall intimate to him on  prescribed format (Form L-17 or L-17A) that the Corporation has approved an investment to the Government servant concerned and would pay there from the Government dues to be indicated by the latter.

5. The first cheque of the investment shall be made out representing the amount of Government dues to be paid from out of the investment approved by the Corporation.

6. On receipt of intimation from the Corporation, the Head of the Function shall discharge the previous mortgage deed as indicated in (iii) above and should send it with his representative with a letter of authority addressed to the District Registrar on prescribed format (Form L-18) on the appointed date and time. On the redemption of the previous mortgage deed on prescribed format (Form L-18A) and simultaneous execution of the fresh assignment deed on prescribed format (Form HF-16A) the cheque, in payment of the first instalment of investment, is endorsed by the Government servant in favor of the department concerned and handed over to the representative of the department in the presence of the District Registrar.

7. After redemption of the previous mortgage deed and the execution of the fresh assignment deed, cheque for the 2nd instalment is paid to the government servant as a matter of course without insisting on the production of clearance certificate either from the Audit Officer or from the Head of the Function.

8. In cases of persons who have not mortgaged the plots of land and the houses to be constructed thereon to Government, as security against the House Building advance the balance thereof, outstanding against them, is paid by the Corporation out of the investment. The first cheque, representing the Government dues, is delivered to the representative of the departments duly endorsed by the Government servant at the time of registration of the assignment deed on prescribed format (Form HF-16-A). The second instalment cheque shall be paid to the Government servant on production of Government debt clearance certificate.

(B) SIMULTANEOUS CHARGE OF HBFC AND THE CONCERNED GOVERNMENT DEPARTMENT/ BANK FINANCIAL INSTITUTION:

Application, for HBFC investment, may be entertained even from such Government Servants/bank employees who have drawn House Building advance from their departments but have not been able to complete their houses and wish to draw HBFC investment against assignment of their properties that are already mortgaged to their departments. In all such cases the procedure shall be as follows:

1. The applications for investment from such Government Servants shall be forwarded by the department concerned along with a certificate from the authorised officer of the respective department on prescribed format (Form L-19A) and shall be accompanied by attested copies of the title documents.

2. The applicant shall also submit a certificate from the Audit Officer indicating the total amount of departmental House Building advance drawn, the balance that remained to be repaid including interest and the monthly repayment instalment being deposited.

3. The site should be inspected by the official concerned to see whether or not the departmental House Building Advance has been utilised by the applicant in construction of the house, if it was meant for that purpose.

4. After calculating the repaying capacity of the Government/bank employee, the monthly instalment being paid by him towards his departmental House Building Advance shall be deducted from the same and the HBFC investment accepted on the balance of the amount of his repaying capacity.

5. The deed of assignment in the above cases shall be executed on prescribed format (Form HF-16F).

6. The other procedure for release of 1st and subsequent installment shall be the same as explained in this manual for the normal cases of investment.

7. In case of the employees of Banks and other such institutions who advance House Building loan to their employees, the facility for repayment of their dues may be arranged from out of HBFC investment. The procedure prescribed in the foregoing paragraphs shall mutatis mutandis apply to such employees. Whereas district-wise such cases shall be recorded on prescribed format (Form HF-59).

4.1.2.1.5.6 BULK INVESTMENT:

1. Housing Corporations, Local Authorities, etc., may apply for bulk investment, in schedule III, from HBFC, for acquisition of land planning, development of sites and services construction of houses, housing project for disposal and management thereof, under a scheme approved by a competent authority.

2. The applications for bulk investment from an authority or a Housing Corporation should be sent to the Corporation through the respective Government, with an undertaking from that Government, to the effect that it will furnish a guarantee in the prescribed form.

3. In case the Housing Corporation or Authority is functioning under the Federal or Provincial Government the guarantee in schedule-I should be furnished from the respective Government. In all other cases a bank guarantee in form schedule-II should be furnished.

4. In order to safeguard its interest, the Corporation may insist on the Authorities to execute such Agreements and Bonds as may be prescribed. A register on prescribed format (Form HF-58) should be maintained by the SAM Function, Head Office, for noting down the cases of bulk investment accepted.

5. On receipt of the application for bulk investment in Head Office a case file should be opened in SAM Function and the documents got examined by the Legal Adviser. Thereafter, a feasibility report should be prepared and if all the documents are found to be complete the case should be put up to the Board, for approval of investment applied for.

6. The bulk investment may be paid in one or more installments based on the progress of work on the project for which the investment is approved.

7. The repayment of bulk investment should be over a fixed period as decided by the Board of Directors, within the maximum period of 15 years.

8. It should be ensured by the Corporation by inspection of site etc., that the bulk investment, drawn by an authority or a corporation, is utilized for the purpose it was approved and paid.

9. The Authority or the Housing Corporation should not transfer its rights in any movable or immovable property, acquired with the help of HBFC investment, or create any encumbrance or charge thereon without the prior approval of the Corporation, in writing.

10. The repayment of investment should be in equated installments as fixed by the Board of Directors in each case over a fixed period.

4.1.2.1.5.7 BRIDGE/BULK FINANCING:

To increase in the income of the Corporation the competent authority has also approved the bridge/bulk financing and the following procedure evolved by the Project Committee:

(A) ELIGIBILITY CRITERIA:

1. Builders/Developers would possess valid builder/developer license from Building Control Authority, where applicable.

2. Builders/Developers undertaking development of sites or construction of housing project must have at least five years experience and good track record in the construction of housing projects/development of sites.

3. Have timely completed development of sites/construction of minimum three housing projects of reasonable sizes.

4. CIB report in respect of sponsors of the project i.e. firm as well as its Directors or Partners is positive.

5. Clear and marketable title to the land free from all encumbrances, charges and liens on which the project will be built in case it is offered as an equity of the builders/sponsors.

6. No construction shall commence without an approved building plan or approved layout plan by a competent authority, where applicable.

7. Where HBFC is involved in the purchase of and development of sites with the developers the land shall be free from all encumbrances and debt equity ratio shall be followed as prescribed by HBFC as per rules.

8. Audited balance sheet of the company if it is a Private or Public Limited Company.

(B) HOW TO APPLY:

1. The builder will apply to the Managing Director, HBFC Head office, Karachi on the prescribed application form of HBFC on the prescribed format (Form HF-60) through authorized person of the Company/Builder, with nonrefundable processing fee as below:

a. If project consisting up to 50 flats/houses only Rs.10,000/-.

b. If project consisting from 51 flats/houses to 100 flats/houses only Rs.25,000/-.

c. If project consisting above 100 flats/houses Rs.50,000/-.

2. The application shall be supported with the photocopies of the following documents:

(C) DOCUMENTS RELATING TO COMPANY:

1. Registration certificate of the firm.

2. Memorandum and Articles of Association/Partnership Deed.

3. Details of administrative and technical set up (Names, Qualification & Experience). 

4. Valid PEC (Pakistan Engineering Council) license and relevant experience of the Architects and engineers engaged for the supervision/construction of the project.

5. Builder’s License.

6. Membership certificate of ABAD, where applicable.

7. Any other documents required by HBFC.

8. DOCUMENTS RELATING TO FINANCIAL STANDING:

9. Last audited balance sheet.

10. Income Tax Assessment Order of the firm for the last two years or acknowledgement/copy of the return submitted by the Builder/Company for the last two years.

11. Banker’s confidential report on financial credibility of the firm as well as its Directors/Partners.

(D)  TITLE DOCUMENTS:

1. All documents concerning ownership of land.

2. Concept plan (at the time of submission of application).

3. The Builder/Company will submit the approved Building Plan before sanction.

4. Permission to assign (if applicable).

5. Non-encumbrance Certificate.

6. NOC for construction/sale of housing units from the concerned Authority.

7. Any other document(s) relating to title of the project.

(E) VALUATION:

The Operation Function will get the project cost valued by at least two approved valuers of PBA. The cost will be borne by the Builder/Company.

(F) LEGAL & FINANCIAL SCRUTINY:

1. After completion of the above formalities, the case file of the project will be sent to the Legal Branch for scrutiny of title to the project (the Legal Branch will clear the case within 7 working days).

2. On receipt of the clearance from the Legal Branch, the file will be sent to the Finance Function, Head Office, Karachi for financial scrutiny. (The Finance Function will submit the financial scrutiny report within 7 working days).

3. Once the title is cleared by the Legal Advisor/Legal Branch and initial financial scrutiny by the Finance Function is complete, the case will be submitted to the Project Committee for examination in the light of the guidelines given in the resolution passed by the Board of Directors.

(G) PREPARATION OF INVESTMENT PROPOSAL:

After receiving recommendation of the Project Committee, the Operation Function will prepare a proposal for investment within 7 working days

(H) AUDIT:

The case will then be forwarded to Audit Function of HOK for audit. The Audit Department will clear the case within 7 working days.

(I) APPROVAL OF INVESTMENT:

Approval of investment shall be made by the Project Committee in 15 working days.

(J) ISSUANCE OF TERM SHEET:

After approval of the project financing, a Term Sheet containing the terms & conditions on which bridge/bulk financing is approved will be issued to the builder within 15 working days time.

(K) POST APPROVAL FORMALITIES:

1. The builders will submit contractor’s All risk insurance policy from an insurance company listed on stock exchange.

2. Personal guarantees of each Director/Partner.

3. Legal vetting of draft of Murabaha and other agreements.

4. Completion of formalities, execution of agreements regarding equitable or registered mortgage, as the case may be.

(L) DISBURSEMENT:

1. The account will be opened with the bank to be nominated by HBFC which will be operated by HBFC and the builders under the escrow banking arrangement.

2. All transactions including disbursement and collection of money on account of booking of flats/housing units and subsequent installments from the allottees and withdrawals for the construction of the project under pre-agreed terms will be made through collection account.

3. Payment from the allottees on account of booking and subsequent installments shall be made through Account Payee cheque only which will be deposited in the same bank account.

(M) DEBUT/EQUITY RATIO: 

The debt/equity ratio for projects financing has been set as 70.30.

(N) RATE OF PROFIT:

The Assets and Liability Committee shall determine the rate of profit for bulk/bridge finance in general or on case to case basis.

(O) SYNDICATION COMMITTEE:

The project Syndicate Committee will comprise of Managing Director one member from the Assets and Liability Committee and one member from the Project Committee.

(P) RELEASE OF FUND:

Release of fund from the disbursement bank account shall be in installments based on actual construction activity. At each stage of construction, the stage of construction of project shall be assessed by the recommended Project Monitor from HBFC, before the release of funds from the disbursement bank account.

(Q) FINAL SETTLEMENT & CLOSURE OF ACCOUNT:

Final sharing of Profit & Loss and settlement of account with the builders shall be done at the expiry of the term of investment. The project accounts thereafter shall be closed through joint application of HBFC and the Builders.

4.1.2.1.5.8 SHANDAR GHAR  SCHEME (MURABAHA FINANCING SCHEME):
I. GENERAL:

1. HBFC investment is available for home improvement also under its Murabaha financing scheme named “Shandar Ghar”. 

2. The criteria for obtaining the investment under the Shandar Ghar Scheme, is a clear title to the property/house and a stable income to repay the HBFC investment. 

II. ORGANIZATION:

The Scheme is operative in all the Zonal Offices through its District Office. The District Office will consist of the following officers and staff:

a. District Manager.

b. Customer Relation Officer (CRO). Under this category of officer, number of  incumbent shall depend on the load of work.

c. Dispatch Rider.

d. Naib Qasid.

III. RESPONSIBILITIES:

1. The responsibilities of Customer Relation Officer (CRO) are as under:

i. Receipt of application from customer, entry of form in the software and reply to queries of the customers.

ii. Examine documents of new customers and obtain photo-stat of documents from Law Branch in cases of applicants who have already obtained investment from HBFC.

iii. Get the title checked by Law Branch/Legal Adviser in case of new applicants.

iv. Register the case and allocate the registration number. Calculate re-payment capacity after verification of income of customer and prepare admissibility of investment for audit of the case.

v. Get the case audited and put up for sanction of investment to the competent authority.

vi. Prepare cheque based on disbursement voucher and keep record of account file.

2. The responsibilities of District Manager are as under:

i. Supervising and managing the Unit and checking of;

ii. Valuation report;

iii. Admissibility of investment;

iv. Recommending for approval of investment to G.M.;

v. Issuing of letter of approval/acceptance;

vi. Disbursement of investment/signing of cheque, and

vii. Delivery of documents.

I. SALIENT FEATURE OF THE SCHEME:

The criteria for obtaining the investment under the Shandar Ghar Scheme shall be as follows;

a) The above financing is available in all the urban areas of Pakistan. The property to be renovated/improved shall be of RCC/RBB construction.

b) All Pakistani nationals having a clear marketable title to the residential property to which repair/renovation/improvement is required having a stable income to repay may apply for the investment under this Scheme.

c) Existing partners may also apply provided that repayment is up-to-date in the current investment case.

d) The maximum repayment period in the above Scheme is 10 years.

e) The application for investment shall be submitted in Form SG-3, by the applicant.

f) In case the partner desires to repay the investment before the maximum period allowed by the Corporation, he shall pay the profit on investment only for the period he has availed.
II. HOME IMPROVEMENT SCHEME:

Home improvement investment is available for the following items of work:

a) Structural repairs including walls, filling of cracks;

b) Water proofing and roofing including replacement of roof and Polyurethanes (heat resistant);

c) Flooring and tiling;

d) Grills, doors and windows, additions/replacement/improvement;

e) Plumbing and bathroom fixtures additions/replacement/improvement;

f) Construction or repair of underground/overhead water tanks, water boring;

g) Electrical works and installation including security devices;

h) Extension/addition of rooms in existing unit subject to approval of building authority.

i) Improvement/replacement of fixed kitchen fixtures; and

j) Interior/Exterior Paint.

k) Addition of a room to the existing construction.

IV. ESTIMATION OF INVESTMENT FOR FINANCING:    

1. The admissibility of investment in this scheme shall be based on the forced sale value of the house/flat as assessed by the valuer plus bill of quantity equal to incremental value i.e. renovation cost of the house, as assessed by the valuer.

2. The minimum limit of investment shall be Rs.25,000/= to a maximum of Rs.0.5 million ;

3. The valuer’s report (to be drawn in two parts) as per below:

a) Forced sale value of the property plus incremental value of the house as assessed by the Valuer.

b) Item-wise cost estimate report.

4. HBFC will finance upto 50% of the incremental value of the property subject to the maximum investment limit & adequacy of income  

5. In case of existing partners, the investment payable to HBFC shall be deducted from the forced sale value of the property assessed by the engaged Valuer. The default, if any, shall be cleared by the partner before the case is processed for approval.

V. HOW TO CALCULATE ADMISSIBILITY OF INVESTMENT:

(A) NEW CUSTOMERS:

	a)
	Forced sale value of the property assed by the Valuer.
	=
	Rs.500,000/=

	b)
	Bill of Quantity (cost estimate of items assed by the Valuer).
	=
	Rs.200,000/=

	c)
	Incremental value of the property.
	(a+b) =
	Rs.700,000/=

	d)
	Investment admissible up to 50% of the incremental value of the property (a+b/2)
	=
	Rs.350,000/=

	e)
	Investment amount requested for renovation of house by the Customer
	=
	Rs.300,000/=

	f)
	Maximum investment admissible as per above formula
	=
	Rs.350,000/=

	g)
	Investment admissible

(subject to adequacy of income).
	=
	Rs.300,000/=


(B) EXISTING PARTNERS:

	a)
	Forced sale value of the property assessed by the Valuer.
	=
	Rs.5,00,000/=

	b)
	Balance of existing investment payable to HBFC.
	=
	Rs.2,00,000/=

	c)
	Net value.
	(a+b) =
	Rs.3,00,000/=

	d)
	Bill of Quantity (cost estimate of items assessed by the Valuer).
	=
	Rs.2,00,000/=

	e)
	Incremental value of the property
	(c+d) =
	Rs.5,00,000/=

	f)
	Investment admissible up to 50% of the incremental value of the property.
	=
	Rs.2,50,000/=

	g)
	Investment amount requested for renovation of house by the Customer.
	=
	Rs.3,00,000/=

	h)
	Maximum investment admissible as per above formula.
	=
	Rs.2,50,000

	j)
	Investment admissible 

(subject to adequacy of income)
	=
	Rs.2,50,000


6. The valuer’s report which is to be used for quantifying the admissibility of investment shall be kept on record under the seal and signature of District Manager.

7. The requisition letter for valuation shall henceforth be forwarded to the Valuer along with the following documents:

i) Copy of Building Plan (necessary in Ghar Aasan Scheme & construction of additional room(s) in Shandar Ghar Scheme).

ii) Copy of title deed.

iii) Complete property address.

iv) Telephone number of the applicant.

v) Telephone number of the concerned District Office.

(C) SECURITY OF INVESTMENT:    

The financing shall be secured by way of a equitable mortgage of the house, or additional collateral of moveable or immovable property offered by the applicant, at the discretion of HBFC.

(D) REPAYMENT CAPACITY:

1. Repayment capacity in cases of investment up to Rs.500,000/= shall be based on up to 50% of the net monthly verifiable income (gross income minus monthly repayment installment of existing investment from HBFC) if the total cost of the house is twice the amount of investment applied for, otherwise it will be 33% (3:1) of the net verifiable income.

2. Guarantor’s income shall also be accounted for. In such cases the account position of the previous investment should be up-to-date, otherwise the application should not be registered.

3. In cases of new customer up to 33% of the net monthly income of the applicant/guarantor if any, or joint income if falls under HBFC procedure of joint.

(E) REGISTRATION OF APPLICATION:

1. The Customer Relation Officer shall thoroughly check the columns of Form SG-1  and documents etc., while receiving the application and issue receipt in form SG-2 to the applicant .

2. In case of existing partners the CRO should contact the Law Branch of Zonal Office to obtain copies of documents from the cover in the Strong Room.

3. From the new applicants, the photo-stat of all title shall be received after tallying them with original along with the application form, bank memo receipt for payment of fee, proof of income.

4. The application should accompany the bank receipt for payment of application fee of Rs.500/= which is non-refundable.

(F) PROCESSING OF APPLICATION:

1. The CRO shall scrutinize the case thoroughly before preparing the audit proposal on following counts:

i) Title to land declared clear by law.

ii) Income verification report of applicant/guarantor appears in the file.

iii) Valuation report is available.

iv) For existing partners the account position is up-to-date.

2. In fresh cases/application the title documents shall be examined legally by Manager Law/Advocate on panel.

3. Valuation of the house shall be assessed and cost estimates shall be examined by the approved Valuer/Architect engaged by HBFC, at the cost of the applicant.

4. The applicant shall be responsible for payment of stamp duty, valuers fees, all other charges and expenses incurred on processing and execution of document.

5. After preparing the audit proposal, the file shall be sent to Audit Function for necessary audit. After the file is received duly cleared by the audit, it shall be put up to the respective Credit Committee for approval of investment (see paragraph 13.1).

6. While approving the investment, the file should also re-check thoroughly for any audit remarks, documents clearance, income verification and repaying capacity calculation etc., before sanctioning of investment.

7. After the approval of investment, the account number of the case shall be recorded on the cover of document and letter of approval issued to the partner through courier.

(G) TERMS OF DISBURSEMENT:

1. Following documents are required:

i) The investment shall be released in one installment.

ii) Manager will issue order on noting side of case file to prepare the cheque and send the file to the concerned Customer Relation Officer.

iii) Customer Relation Officer shall before preparation of cheque, affix stamp of cheque endorsement containing cheque number, date, amount, name of the applicant (customer) on noting side of the case file which will be sent to Data Entry Operator to generate the Disbursement voucher.

iv) Data Entry Operator shall generate disbursement voucher, and place it in the case file, and after necessary noting in the file send it to Customer Relation Officer.

v) The Customer Relation Officer will sign the cheque endorsement, the voucher, and the cheque as first signatory and pass on the file to the Manager.

vi) Manager will sign the cheque endorsement, the voucher, and the cheque as second signatory.

vii) Manager will contact the applicant on phone and ask him to deliver original documents/collaterals and collect the cheque (in case of no response on phone a letter shall be sent to him immediately).

viii) Manager will receive original documents/securities from the customer and after verification with the photocopies supplied and placed earlier in the case file shall issue receipt of original documents, Form-SG-24  under his seal & signature.

2. Delivery of cheque to the customer shall be made after:

i) All the documents enumerated above are signed.

ii) Stamp duty has been paid. (The amount is to be deposited in HBFC miscellaneous collection account at MCB, and the original paid bank memo be placed in case file and recorded on noting side by Customer Relation Officer).

iii) Post-dated cheque for the period allowed to pay the Murabaha Sale Price have been received with the instruction to present the same on specified date, each month (between 1st to 10th) and noted in standing  instructions register Form SG-25. The Manager shall assist the customer in preparation of post dated cheque as per Head Office instructions issued from time to time in this regard. 

3. Customer relation officer shall prepare the cheque delivery receipt Form SG-26 and pass on to the Manager who will obtain signature of applicant at the time of delivery of cheque and record the effect on the noting side and place the receipt in case file. He will also give photocopy of duly signed Murabaha agreement, one copy of schedule of payments (exhibit “A”) and proforma of “Declaration”, SG-28   to the customer and explain him about its timely submission in 30 days.

4. Intimation of equitable mortgage shall be made on prescribed form SG-27 by the Manager within two days of delivery of cheque to the concerned Sub-registrar to make entry thereof in their record. Receipt to this effect shall invariably be obtained and placed in documents cover as well as copy thereof in relevant case file and noted on noting side.

5. Manager will pass on the case file to Customer Relation Officer for record.

6. Manager will ensure delivery of cover of documents to concerned Zonal Head for placing the original in Strong Room for new customers and attested copies with the instruction to write “Shandar Ghar” account number on documents cover and investment file of existing partner in red ink.  

7. Manager in case of securities like Special Saving Certificates, Defense Saving Certificates, Shares of listed companies etc., will deliver the same to CM/GM (Treasury) for placing in Bank lockers through the noting side of the case file and obtain the acknowledgement from CM/GM (Treasury). (alternate arrangement shall be made at other Zones).

8. Manager will collect, “Declaration”, Form SG-28  from the customer within a month of the delivery of cheque.

9. Manager will ensure that IT Department makes immediate note in their existing partner account database for investment under Shandar Ghar Scheme. Manager IT shall incorporate the effect on noting side under his seal and signatures (for existing customer only).

VI. REPAYMENT:

1. Repayment shall commence from the first of the month following the date of signing of agreement with the customer.

2. Profit on the transaction will be determined and assessed from time to time by the Asset and Liabilities Committee constituted by the Managing Director. Currently the Committee includes the following;      

i) Managing Director;

ii) Executive Director (Finance);

iii) General Manager (Treasury); and

iv) Chief Manager (Risk Management).

3. The investment shall be released in one installment.

VII. POST DATED CHEQUES:

1. The prospective partner shall fill-in the application form Q-1  and hand it over to the District Manager along with 37cheque leaves pertaining to his personal account of any Bank (except specified Bank for illiterate persons) (see paragraph 17(7) of this Chapter).

2. The District Manager shall ensure that on each cheque the following;

i) Amount in words and figures is the same.

ii) Date, month, year is correct.

iii) Partner has duly signed on the face of cheque, or affixed thumb impression in his presence (for the illiterate persons only) (left hand thumb impression in case of male, and right hand thumb impression in case of female partner).

iv) Cuttings/alterations, if any, have been duly authenticated/signed by the partners (for illiterate persons and cheque bearing thumb impression there shall be no cuttings and alterations).

v) Crossing stamp “A/c Payee” has been affixed.

vi) Cheques have been issued in favor of Payee i.e. “HBFC Collection A/c”. (A rubber stamp of suitable size be got prepared).

vii) Partner account number at HBFC, has been written on the back of cheque.

viii) The partner has NOT signed on the back of the cheque.

3. The District Manager shall make an endorsement at the back of the cheque (only in case of illiterate persons) “Affixed LHTI/RHTI (thumb impression) before me”, and shall affix his official seal and signature (please note that date shall not be written anywhere on the cheque) (a rubber stamp of above endorsement should be made and kept readily available).

4. After scrutiny of Q-1 form and cheque leave, the District Manager shall sign and return the perforated (bottom portion of Q-1 to the partner.

5. The entry shall be made in the “Standing Instruction” register Form Q-2.

6. Application form shall be placed in account file and receipt of application and cheque be incorporated on noting side also.

7. Cheque shall be kept in safe custody by District Manager in a box under lock & key and then be placed in a steel almirah.
8. The repayment must be collected before 15th of every month, therefore, the cheque shall be lodged for payment within 1st to 10th of every month as directed. 

9. Bulk cheque deposit slip Form Q-3 shall be filled in duplicate. One copy shall be retained by the Bank and the other by District Office.

10. District Office, on the basis of deposit slips shall approach the Bank on daily basis, for reconciliation of payments. In case a cheque has not been honored, the effect should be noted on that particular deposit slip preferably in red ink.

11. The cheque return memo issued by the Bank along with the bounced cheque, should be checked and if the Bank has directed to present again, it should be done so, if not, then a photocopy of cheque & return memo be obtained and placed in account file and noted on noting side as well as in standing instructions register.

12. A letter should immediately be sent to the partner informing him about the fate of the cheque and to contact the District Office for settlement on designated format (Form Q-4).
13. Relevant prescribed formats used are listed below:
	Form SG-1      
	Inquiry Form
	

	Form SG-2       
	Receipt of Inquiry (computer generated)
	

	Form SG-3
	Application Form
	

	Form SG-4   
	Cost estimates
	

	Form SG-5        
	List of documents
	

	Form SG-6        
	Receipt of documents
	

	Form SG-7        
	Salary certificate
	

	Form SG-8        
	Specimen of letter to GM/ZM for want of copies of documents etc. (Existing partners).
	

	Form SG-9        
	Specimen of reply from GM/Z.
	

	Form SG-10       
	Letter for valuer
	

	Form SG-11       
	Valuation register
	

	Form SG-12       
	List of valuers and procedure for allocating cases
	

	Form SG-13       
	Affidavit by applicant (s)
	

	Form SG-14       
	Affidavit by guarantor (s)
	

	Form SG-15       
	Credit evaluation form
	

	Form SG-16        
	Approval letter
	

	Form SG-17        
	Schedule of Murabaha repayments (Exhibit A)
	

	Form SG-18        
	Supply Order
	

	Form SG-19        
	Murabaha Agreement
	

	Form SG-20        
	Agency Agreement
	

	Form SG-21        
	Memorandum of deposit of title deed
	

	Form SG-22        
	Promissory Note
	

	Form SG-23        
	Letter of continuity
	

	Form SG-24        
	Receipt of original documents
	

	Form SG-25        
	Standing instructions register
	

	Form SG-26        
	Cheque delivery receipt
	

	Form SG-27         
	Intimation of Equitable Mortgage
	

	Form SG-28         
	Declaration
	


4.1.2.1.6 INVESTMENT AND MARKETING OPERATIONS:

4.1.2.1.6.1 RESPONSIBILITIES:     

1. The Investment Operations  under an Executive Director at Head Office, has the basic responsibility of ensuring the smooth and efficient operation of HBFC’s lending.

2. The Executive Director (Operations) reporting directly to Managing Director, has reporting to him, GM (Operations) at Head Office and GMs/ZMs at Zonal Offices. His responsibilities include the following:

i) Ensuring of smooth day to day operation of HBFC District and Zonal Offices.

ii) Set, monitor and ensure compliance with operational targets for District and Zonal Offices.
iii) Control over operational expenses and investment of budgetary allocation by District & Zonal Offices.

iv) Ensure adequate staffing and facilities at District & Zonal Offices for smooth functioning of the offices.

v) The Executive Director, Operations, being the overall In-charge of the operational units of the Corporation, shall conduct tours of the Zonal Offices as well as their subordinate units (District Offices) from time to time and submit reports on the working of the said offices to the Managing Director, together with his suggestions for improvement, if any.

4.1.2.1.6.2 FUNCTIONS OF THE OPERATIONS  AT HEAD OFFICE:

Working under the functional and administrative control of a GM with CM (Operations) to assist him, the Operations  has the following functions to perform:

1. Formulate policy proposals for improvement in performance of Zone and District Offices concerning investment Operations.

2. Correspondence with Zonal Managers/GMs/DMs concerning investment policies and other queries etc.

3. Circulation of the decision of the Board of Directors and Executive Committee regarding investment policies to all Zonal and District Offices.

4. Preparing tour programs of E.D. Operations and co-ordinating for the same with Zonal Heads.

5. Examining the proposals/recommendations sent by Zonal Heads for opening of new offices etc., for recommending to the Head Office.

6. Compile statistical data in respect of all the Zonal/District Offices concerning:

· INVESTMENT APPROVED.
· DISBURSEMENTS MADE.
7. Watching utilization of funds by Zones and District Offices for making new investment.

8. Preparation of performance reports on District and Zonal Offices for information of E.D. Operations & M.D.

9. Maintain statistics regarding the number of staff and officers, sanctioned strength, men-in-position of the Zonal Offices.

10. Deal with complaints and queries received from the partners/applicants concerning delay etc., in approval & disbursement of investment, closing of account and return of documents.

11. Correspondence with the Ministry of Finance in operational and policy matters.

12. Attend to the news items about HBFC which appear in newspapers, call for comments from the concerned quarter (Zone/DM) as the case may be and prepare reply to issue with approval of E.D Operations.

13. Issuance of operational Circulars and amendment, when so necessitated.

14. Any other job assigned by the E.D. Operations. 

4.1.2.1.6.3 DUTIES AND RESPONSIBILITIES OF THE HEAD OF OPERATIONS:

1. As a member of Credit Committee responsible for considering and approving the proposal of partners financing within the delegated powers of the Credit Committee. Also to recommend to the Board the proposal of bulk/bridge financing on the terms and conditions as set out by SAM.
2. As a member of Credit Committee to accord approval for the appointment of Architect/Consultant/Contractor/ Surveyors/Valuators/legal council etc., or any other agency for carrying out such assignments which deem to be necessary for smooth implementation of the projects/accounts.

3. As a member of Credit Committee to examine and accord approvals for payments to Architect/Consultant/Contractor/Surveyors/Valuators/legal council etc., or any other agency who have provided services to HBFC after verification by the concerned function.

4. Member of Project Committee (Builder Projects).

5. Competent Authority of staff working in field/Zonal Offices in the disciplinary cases of their respective Regions.
6. Put up proposal for improvement in investment policies etc., to M.D. and review from time to time, existing investment policies to bring them in conformity with ground realities as and when so required.

7. Provide guidance and advice to the Zonal Heads for improvement in the working of the Zones/Districts client service etc.

8. Ensure implementation of the decisions of the Board of Directors with regard to HBFC investment operations by the Zonal and District Offices.

9. Undertake tours/visits of Zonal/District Offices from time to time to ensure smooth and efficient working of the field offices to provide complaint free service to HBFC clients.

10. Monitor and supervise operational activities of the Zonal/District Offices and take timely steps to prevent irregularities and corruption.

11. Examine the proposals/recommendations sent by the Zonal/General Managers for opening of new offices/closing of the uneconomical offices working in their respective jurisdiction and prepare feasibility reports for approval by the competent authority.

12. Any other job assigned by the Managing Director.

4.1.2.1.7 RECOVERIES OPERATIONS:

4.1.2.1.7.1 DUTIES & RESPONSIBILITIES OF HEAD OF RECOVERIES OPERATIONS:

1. Recoveries Operations at the Head Office, Karachi is headed by an Executive Director, who reports to the Managing Director and is responsible for keeping a strict check on the overall recoveries of all the Zonal and District Offices for timely action in the cases of default. His duties include as under:
a) As a member of Credit Committee responsible for considering and approving the proposal of partners financing within the delegated powers of the Credit Committee. Also to recommend to the Board the proposal of bulk/bridge financing on the terms and conditions as set out by Special Asset Management (SAM) function policies.

b) As a member of Credit Committee to accord approval for the appointment of Architect/ Consultant/Contractor/ Surveyors/Valuators/legal council etc., or any other agency for carrying out such assignments which deem to be necessary for smooth implementation of the projects/accounts.

c) As a member of Credit Committee to examine and accord approvals for payments to Architect/Consultant/ Contractor/Surveyors/Valuators/legal council etc., or any other agency who have provided services to HBFC after verification by the concerned Function.

d) To help improve the overall recovery performance of the Corporation through an effective plan/strategy for realising the stuck up funds with the defaulters by the Zone and District Offices.

e) Since the effectiveness of recovery depends heavily on the speed and accuracy of the information available to support the process, E.D Recoveries shall keep himself abreast of the latest position of recovery in new cases of investment as well as of default position in old cases by calling for the computer generated default statements each month from IT Function and plan action wherever necessary.

f) To keep a close watch on recovery actions taken by the Zonal and District Offices to achieve the target set by H.O. for chronic as well as new cases.

g) To suggest action and forward advice in difficult cases of default if consulted by              Operations Function.

h) Watch implementation of policy/decisions of the Board of Directors in respect of recoveries circulated by the H.O. 

i) He will submit a quarterly report on the position of recoveries (old & new) which shall contain comparative statements of the last and current quarter depicting the correct situation of recoveries of Zone as well as Districts for information of Managing Director.

j) In case the default position does not show any improvement, E.D. Recoveries shall advise the concerned Zonal GM and DMs for adopting effective measures for saving the situation drifting from bad to worse. ED-Operations shall also be informed of the position for immediate action.

k) Executive Director (Recoveries) shall also attend all the meetings/conferences of the Zonal GMs & District Managers called by the Operations Function to discuss the position of disbursement, recovery etc., of the field offices. 

l) Any other job assigned by the Managing Director.

2. The ED (Recoveries) is assisted by two officers and his personal staff who will be responsible for the following:

4.1.2.1.7.2 DUTIES & RESPONSIBILITIES OF MANAGER - RECOVERIES:

The Manager- Recoveries will be responsible for the following:

a) Procurement of the various District/Zone-wise statements of recovery & default from the IT Function.

b) Examining the statements before putting up the same to the ED (Recoveries).

c) Maintenance of office files opened on subjects of recovery etc.

d) Correspondence with various quarters as well as Zone & Districts Offices.

e) Any other job assigned by Executive Director (Recoveries).    

4.1.2.1.7.3 OVERSEEING BY THE HEAD OFFICE EXECUTIVES:

Timely detection and quick follow up of default may be, no doubt the duty of the D.Ms/ Z.Ms and G.M of the Zone, but overseeing of the timely follow up by the In-charge executives at Head Office level need not be overlooked. MIS plays an important role in this respect. IT Function, at Head Office, should each month provide timely data of default of various categories from computer to the Operations & Recovery Functions for information and further action by the Executive Director-Operations & Executive Director-Recoveries under intimation to Managing Director.

4.1.2.1.8 REGIONAL OFFICES:

To ensure close surveillance, monitoring and supervision to improve overall working of District/ Zonal Officers in NWFP and Punjab Provinces, two Regional Offices at the level of ED-Ops has been formed, headed by Regional Directors Region-A (comprising of Peshawar, Islamabad, Abbotabad and Gilgit), while Region-B (comprising of Lahore, Faisalabad and Multan Zone. Responsibilities of both the directors include the following:

4.1.2.1.8.1 DUTIES AND RESPONSIBILITIES OF REGIONAL HEADS:

1. The Regional Director –Region-A & B, Peshawar/Lahore will be responsible for the following:

a) As a member of Credit Committee responsible for considering and approving the proposal of partners financing within the delegated powers of the Regional Credit Committees. Also to recommend to the Board the proposal of bulk/bridge financing on the terms and conditions as set out by SAM.
b) As a member of Credit Committee to accord approval for the appointment of Architect/Consultant/Contractor/ Surveyors/Valuators/legal council etc., or any other agency for carrying out such assignments which deem to be necessary for smooth implementation of the projects/accounts.

c) As a member of Credit Committee to examine and accord approvals for payments to Architect/Consultant/     Contractor/Surveyors/Valuators/legal council etc., or any other agency who have provided services to HBFC after verification by the concerned Function.

d) To ensure effective implementation of Management’s/Board’s policy decisions taken from time to time;

e) To ensure successful implementation of on-going multi-dimensional reforms Agenda.

f) To provide full support and assistance to Management in smooth and successful implementation of HBFC’s Outreach Program once it becomes functional,

g) To chalkout and submit to Operations Function, Head Office, Karachi “Quarterly Tour Program” in advance and furnish tour reports encompassing fully all important aspects of assignments/targets given to the Districts/Zones of their respective Regions;

h) To send fortnightly progress report to Head Office, Karachi regarding approvals, disbursement and recoveries specially in cases falling under Settlement Schemes and through encashment of Post-dated Cheques under Ghar Aasan and Shandar Schemes, besides furnishing timely information/data required by Finance & IT Functions, Head Office, Karachi. They will also give their review of Regional progress;

i) To suggest improvement of radical nature in working of the Zonal/District Offices of their Regions in consultation with respective Zonal Heads;
j) To ensure that disbursement and recovery targets are achieved by all Districts/Zones of their Regions by adopting result-oriented/effective measures to boost up recoveries in close coordination with Executive Director Recoveries and SAM Function, Head Office, Karachi;

k) To monitor and supervise operational activities in order to ensure smooth and efficient working of Zonal/District Offices of their Regions, besides taking timely steps to prevent and eradicate all sorts of irregularities, if any;

l) To prepare periodical reports on overall performance of Zonal/District Managers of their region for submission to Operations Function, Head Office, Karachi; keep liaison with the respective provincial Governments/Development Authorities and Revenue Departments, for coordination in various matters relating to housing and housing finance policies/projects.;

m) To approve non-recurring and recurring expenditure upto Rs.50,000/= & Rs.100,000/= respectively.

n) To act as “Competent Authority” in disciplinary cases of clerical and non-clerical staff of the Region;

2. Both the Regional Directors:

a) will administratively report to the Managing Director and functionally to the respective functional Heads at Head Office, Karachi; and

b) the functional Heads will submit annual performance review of respective functions directly to the Managing Director, who will benefit from these reports in writing ACRs of the Regional Directors/Functional Heads.

4.1.2.1.8.2 MARKETING FUNCTION:

Regional Director, Region-B shall also be responsible for efficient functioning of the Marketing Function. He will develop business-oriented plans to promote housing finance business of the Corporation, besides keeping close contacts/liaison with the Builders & Developers of the Region and also;

a) overall supervision of the process of revitalizing HBFC operations through creative & aggressive marketing efforts related to existing & planed housing finance services.

b) planning & implementation of strategic marketing interventions.

c) train the employees in the Marketing Function with a view to groom them for promotion, transfer.

d) to achieve fully integrated computerized marketing systems & MIS.

e) Any other job assigned by the Managing Director/Executive Director (Operations).

4.1.2.1.8.3 ZONAL OFFICES:          

The Zonal Offices of the Corporation are its functional units where investments are approved and disbursed for construction and purchase of houses by the clients and recovery is monitored through the District Offices falling under the jurisdiction of each Zonal Office. The Zonal Offices are of two types, ones which have heavy work-load and larger number of District Offices under their jurisdiction are headed by General Managers (Senior Grade Officer), the other with lesser number of District Offices under their control and comparatively, lesser work-load are headed by Zonal Manager who are junior officers of Chief Manager Grade-II level. Presently, HBFC has 12 Zonal Offices out of which 7 are headed by Senior Grade GMs and 5 by junior Grade Officers of CM level.

4.1.2.1.8.4 RESPONSIBILITIES OF G.MS & Z.MS:

The General/Zonal Managers are responsible within the areas of their jurisdiction for the following:

(a) Overall administrative control of the Zonal Office concerned, as well as the District Offices;

(b) Organising and controlling the investment activities including Accounting and Recovery operations;

(c) Conducting periodical tours of all  District Offices to ensure efficient and smooth working;

(d) Exploring the possibilities of further expansion of Corporation’s investment activities and sending recommendations for opening of new offices in their areas of jurisdiction to the Executive Director-Operations.

(e) Super inspection of houses in 5 %  cases of investment for sending report to Head Office;

(f) Inspection of the site in all cases of final instalment.

(g) Approving the statistical data and statements concerning investment activities and expenditure etc;

(h) checking and approving of the annual budget estimates for onward transmission to the Head Office;

(i) Approving all transfers, postings etc., of the staff and officers Grade-III A.Ms, within an office which have no financial implication;

(j) disciplinary action against the staff up to the level of Senior Assistant;

(k) Approving the salary bills of the Zonal Office and District Offices;

(l) Any other job assigned by the Executive Director-Operations /Managing Director. 

4.1.2.1.8.5 POWERS OF THE GENERAL MANAGER/ZONAL MANAGER:

The General Managers/Zonal Managers are empowered to:-

(a) As a member of Credit Committee responsible for considering and approving the proposal of partners financing within the delegated powers of the Zonal Credit Committees. 

(b) To sign cheque for amounts above Rs.350,000/= as Second Signatory with the District Manager/Manager Law/Manager Accounts or any other authorised officer by Head Office as First Signatory.

(c) To sanction non-recurring expenditure up to a maximum of Rs.50,000/= in any one case and recurring expenditure up to Rs.25,000/= in any one case within the sanctioned budget.

(d) To apply for relief to the District Judge, having jurisdiction for one or more of the relief mentioned in Section 30 of the HBFC Act against the borrower/partner who has failed to repay the dues of the corporation.

(e) To file complaint in writing under their signatures in a court under Section 40 of the Act.

(f) To execute powers of attorney in favor of the Legal Adviser to represent the Corporation in matters concerning court cases filed under Section 30 & 40 of the HBFC Act, as well as Financial Institution (Recovery of Finance) Ordinance 2001;

(g) To issue Legal Notices against the defaulters under Section 29 and apply or take other appropriate steps on behalf of the Corporation for realising the dues of the Corporation as arrears of Land Revenue under Sub Section (3) of Section 28 and under clause 15(2) of the Financial Institution (Recovery of Finance) Ordinance;

(h) To sign endorse or transact any business if so authorised by the Managing Director under Regulation No 45 of the HBFC General Regulation, 1953.

(i) As is evident from the above, the GM/ZM of a Zone enjoys financial & administrative powers, but at the same time he is loaded with responsibilities, the most important of all being the selection of creditworthy partners which they shall do by taking a responsible approach and applying best of their judgement rather than mechanically following the rules and regulations.

(j) As such, while considering the proposal for approving an investment, the Zonal Head and other members of Credit Committee shall have to doubly check the applicant’s creditworthiness to determine the ultimate success of the transaction i.e., smooth recovery over the long term currency of investment. In case the creditworthiness report submitted by the District Office does not appear to be satisfactory, he may as well call the applicant/guarantor to satisfy himself about his financial position. A stitch in time may save nine in future.

4.1.2.1.8.6 DISTRICT OFFICE:

1. The District Offices of the Corporation form the basic functional unit, the nucleus of the Corporation. It is the District Office where the foundation of future success or failure of investment transaction are laid when and where investments are sanctioned and disbursed.

2.  The District Officer is in-charge of the District Office who works under the overall control of Zonal/General Manager. He should be aware that the due processing of an application and the decision to approve or reject it is not a mechanical process it is essentially a process of negotiation and that the personal integrity and the family’s financial condition of the applicant determine the ultimate success of the transaction.

3. Moreover, it should be clearly understood by the District Manager that the value of the assigned property (collateral) has little, if any bearing on the probability of due payment of installment. The District Manager is, therefore, personally responsible to discuss in the course of interview with the applicant, the financial position of the family to form his impressions for judging the future performance of the transaction i.e., smooth and uninterrupted recovery during the currency of investment.

4. The District Manager has the following functions to perform:

a) receive all investment applications relating to his District/area and process as per prescribed procedures;

b) conduct inspection of sites in all cases of first, subsequent instalments except the final one.

c) sign and issue letters of acceptance in all cases pertaining to his District;
d) maintain and manage proper record/register in the prescribed form, for noting down receipt of applications, approval of investment, filing and rejection of applications and cancellation of investment. All the prescribed formats and procedure for sanction of investment, inspection of sites and payment of instalments need to be followed strictly;

e) arrange execution of assignment deeds in the court at the time of delivery of first cheque. At out stations, however, the part time Legal Adviser should attend the court and deliver cheque after registration of deeds of assignments;

f) take effective measures for recovery of Investment, to achieve the fixed target;

g) maintain and manage Petty Cash account.

h) any other job/duty assigned by the General Manager/Zonal Manager of the Zonal Office concerned.

4.1.2.1.8.7 POWERS OF DISTRICT MANAGERS:

 The District Managers In-charge of District Offices have the following powers:

a) Signing cheque as 2nd signatory for amount up to Rs.350,000/= and 1st signatory over & above Rs.350,000/= whereas in Ghar Shandar Scheme 2nd signatory up to Rs.500,000/=.

b) Signing of all letters of approval of investment pertaining to his District;

c) Issuing orders for release of cheque in cases where the investment has been found up to the mark;

d) Apply to the District Judge having jurisdiction for one or more relief mentioned in Section 30 of the HBFC Act against the defaulters; and

e) Take action under clause 15(2) of the Financial Institutions (Recovery of Finance) Ordinance 2001.

f) Send the statements as mentioned below to the Zonal Offices for compilation of data. 

4.1.2.1.9 ZONAL STATEMENT/RETURS:

The below mentioned statements and returns in respect of the Zone are to be submitted by the Investment Branch concerned through the Zonal General Manager to Head Office (Operations) in the first week of every month and the statements/returns to be sent by District Manager to Zonal Office concerned:

a) District-wise/monthly statement of category-wise investments approved on prescribed format (Form HF-12).

b) District-wise/monthly statement of investment proposals received, investments approved, cases filed rejected and pending on prescribed format (Form HF-14).
c) District-wise statement of cases sanctioned, disbursed and recovered on prescribed format (Form HF-15).

d) District-wise statements of monthly inspections conducted by GM/ZM on prescribed format (Form HF-43).

e) District-wise monthly statement of construction companies approved on prescribed format (Form HF-32).

f) District-wise monthly statement of bulk investment to Housing Corporations on prescribed format (Form HF-58).
g) District-wise/monthly statement of cases approved for 2nd charge on prescribed format (Form HF-59).

h) District-wise/monthly statement of cases of transfer of investment by gift or sale on prescribed format ( Form HF-53).

4.1.2.1.10 STATEMENT/REPORT SUBMISSION: 

The District Office in addition to the above should also submit the following statement and returns to the Zonal Offices concerned on the dates mentioned against each:

	S.N.
	STATEMENT/REPORT
	SUBMISSION 

	(1)
	Weekly reports of letters received and disposed of during the week on prescribed format (Form STT-1).
	On each Thursday

	(2)
	Weekly statement of investment Proposals received on prescribed format (Form DO-1).
	On each Thursday

	(3)
	Six monthly statement of pending cases on prescribed format (Form DO-2 from District Offices to Zonal Offices.
	On 5th day of July and January each year.

	(4)
	Weekly inspection reports of the buildings financed by the Corporation on prescribed format (Form DO-4).
	On each Thursday

	(5)
	Monthly statements of construction companies proposals on prescribed format (Form DO-3) from District Offices to Zonal Offices.
	By 5th of the next following month.

	(6)
	Quarterly staff and expenditure position on prescribed format (Form CR-7).
	5th day of the fourth following months.

	(7)
	District-wise monthly Recovery Position on prescribed format (Form CR-8).
	By 5th of each month.

	(8)
	Monthly Petty Cash Account by District Office to Zonal Offices.
	25th of each month.

	(9)
	Monthly statement of final sale deeds/lease deed from District Offices to Zonal Offices.
	7th of the following month.
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