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C/CIR/12-13/01 
30th March, 2012
Zonal Managers / Regional Managers 

Subject: Partnership Policy for 2012-13 

1. SECURITY DEPOSIT SCHEME (SDS)

All Dealers dealing with the Company will have to maintain Security Deposit with the Company. 

The minimum amount of SDS is Rs. 3.00 (Three) Lacs for all dealers.

Minimum amount of SDS for dealers appointed in Area Manager Territory will be Rs.1.50 (one and a half ) Lacs or for dealers dealing in only 5 Star categories across all territories.
2. Interest on Security Deposit (SDS):

Dealer will be entitled to SDS interest of 10% (ten percent) per annum. The SDS Interest will be payable through Credit Note generated on a half yearly basis.

Base interest on security Deposit @ 10% p.a. is applicable to all set of active dealers irrespective of any condition barring the consistent business clause mentioned below.

Dealer will not be eligible for SDS interest, if there is no business with the Company for more than 60 Days in succession. Date of last transaction of the dealer with the Company will be considered for this clause.

The interest will start from the day, on which dealer re-starts business with the Company.

PAN number is mandatory for SDS interest payment to the dealer.

The Interest on SDS will be paid on actual deposit in company books, calculated on daily balance basis and not on average of month end deposit..

3. ADDITIONAL DISCOUNT (AD):

There is an additional discount (AD) that the dealers can earn on the basis of their qualifying for it.

Eligibility Criteria: In a quarter the dealer must do at least 3 rotations of its month-end average SDS, to qualify for additional discount. A new slab for rotation between 2.75 to 3.00 has been introduced for the additional discount qualification. However, this slab will only be eligible for lower AD payouts. 

Any dealer who is unable to do 2.75 rotations will NOT qualify for this discount. For calculating the rotations, post tax invoice value will be considered.
Calculation: Once a dealer qualifies for AD, the calculation will be done on the daily average of SDS that the dealer maintains with CEAT in that quarter. 

On qualification by way of at least 3 rotations, the dealer will be entitled to additional discount (AD) at the rate of 24.00% per annum on the daily average balance of the SDS maintained in the quarter, provided that the average of month-end SDS of the quarter is at least equal to or more than the base SDS (SDS as on 30.09.2011)

However, if the average of month-end SDS of the quarter is less than the base SDS (SDS as on 30.09.2011) then on qualification by way of at least 3 rotations, the dealer will be entitled to additional discount (AD) only at the rate of 12.00% per annum on the daily average balance of the SDS maintained in the quarter.

Maximum Turnover: The maximum turnover covered under additional discount is 3.25 times of the month-end average SDS for the quarter. The product value will be considered for calculating additional discount, over and above 3 rotations (For a maximum of 0.25 rotations).

However, for the dealers who has grown their SDS by 20% over their base SDS (SDS as on 30.09.2011), the maximum turnover covered under additional discount is 4.00 times of the month-end average SDS for the quarter. In addition to that dealer also will be paid 0.5% discount on the incremental turnover between 3-4 times. The product value will be considered for calculating additional discount, over and above 3 rotations (For a maximum of 1.00 rotation).
Turnover: The Sales Turnover (rotation) for the AD purpose shall NOT include the turnover of Claim, Sludge and Test Tyres (TTF)

Disbursement: The additional discount will be disbursed quarterly

ADDITIONAL DISCOUNT TABLE

                                                      Table A 

	SDS maintenance (average of month-end SDS) on base deposit of 30.09.2010
	ROTATION OF AVG.QTR. MONTH-END SDS
	Additional Discount on SDS DEPOSIT calculated on daily balance basis

	Maintain Base
	>= 3.00 
	24.00 %p.a.

	Reduction from Base
	>= 3.00 
	12.00 % p.a.

	Maintain Base
	>= 2.75-3.00
	19.00% p.a.

	Reduction from Base
	>= 2.75-3.00 
	9.50% p.a.

	Any of the above condition
	< 2.75
	NIL


4. CREDIT LIMIT / PERIOD:

The dealer will be offered credit limit in the ratio of 1:1 to his security deposit. This means that, at any point of time the total outstanding of the dealer cannot exceed the deposit amount.

5. CREDIT PERIOD & COLLECTION:
	TYPE OF DEALER
	CREDIT PERIOD
	COLLECTION

	LOCAL
	27 days
	Local Cheque against delivery



	UPCOUNTRY
	30 days
	DD/RTGS or ‘Payable at Par’ Cheque at ZM discretion


Credit period of dealer will start from the date of dispatch or 48 hours from the date of invoice, whichever is earlier.

An additional 3 days grace period, after the credit period, will be given to the dealer to pay the outstanding invoices. If the payments are cleared within the grace period, no penal interest debit note will be raised.

However, penal interest will be charged at the rate of 18% per annum against all the payments made beyond the grace period. Penal debit note calculation will start from the 1st day after the credit period.

Penal interest debit note will be raised on a monthly basis.

EXCEPTION: Any dealer, who is eligible for the Additional Discount (AD) and has not availed of extra limit over and above its SDS, during a given quarter, will be eligible for waiver of the Penal Debit Note generated against the dealer in the said quarter. The dealer will also be eligible for receiving PPD on the entire turnover, provided the payments were made by Cheque / RTGS / Demand draft / Credit notes. However, it is applicable to only those dealers whose SDS has not reduced over the base. 
6. PROMPT PAYMENT DISCOUNT (PPD) :

Dealer will be eligible for PPD on all payments made by cheque / RTGS / Demand Draft / Credit Notes, against invoices, within the credit period as mentioned in section 5.0 above.

PPD will be 1.00% on payment received / credit note adjusted against an invoice. It will be paid even on part payment / part adjustment of the invoices paid within the credit period.  For all club dealers in the event of payment not made within credit period an additional grace of 3 days extended with PPD of 0.5%. PPD credit note will be made after every month end. 
 PPD will not be paid for any invoice that is adjusted against SDS.

There will not be any PPD for the sludge, claim or test tyre invoices.

Please Note: PPD to upcountry dealers will be paid on the basis of demand draft date (which should be the date of actual due date or before) for assessing the eligibility of PPD to such dealer. All other PPD criteria remain the same for this set of dealers also. However the receipt of demand draft should not be later than 6 days from the due date at Ceat Location.

7. NEW DEALER:

For new dealers appointed on or after 1st October 2011, the SDS base will be the month-end average deposit of the completed months in the first quarter, during which he is appointed. 

All other qualification criteria applicable to existing dealers will be applicable to new dealers also in the first quarter of operation.

In the first quarter of their operations, the new dealer will be eligible for TOD on the billing done by it. Thereafter, the AD policy mentioned in 3.0 above will apply.

All existing dealers having NIL SDS on 30thSeptember 2011 will also be treated as new dealer if they are revived on or after 1st October 2011.

8. ADJUSTMENT OF OVERDUE / DEBIT NOTE:

Any invoice or part thereof, outstanding beyond 60 days will be automatically adjusted against credit balance, followed by security deposit.

Similarly, any debit note generated by the company on the dealer, outstanding beyond 27 days, will be shown as overdue in the system. Billing in the account will only start once this debit note has been paid or adjusted through a credit balance. 
System will automatically de-activate all such accounts, where no transaction takes place for 60 days. HO can re-activate such accounts, subject to availability of duly filled up dealer form along with required documents.

9. CHEQUE RETURNS:

If there is a cheque return by a dealer, 0.5% of the cheque value or Rs 500.00, whichever is higher, will be debited to the dealer. However the value of returned cheque will be considered for the AD qualification turnover (while considering the total turnover)

If the cheque returns are more then 10% of the dealer turnover in a quarter, debit note equivalent to 1.5% of the total quarterly turnover (without tax) of the dealer will be raised and recovered from dealer or adjusted with SDS.

If there are 2 instances of cheque returns in 3 months, the payment term would be shifted to advance demand draft or RTGS against further supplies for 3 months. Cheque facility may be resumed at the discretion of the Company. Here, an instance means all the cheques presented in a single day.
Date of cheque return as accounted in Company books will be considered for all the above clauses.

Truck Bus Radial Category is also covered under this partnership policy. There will be no separate policy for it.
Company reserves the right to vary/amend/ add or withdraw any of the above policies (Segment) at any point of time without prior intimation.

This Policy comes into effect from 30th March, 2012.
ILLUSTRATIONS

Example 1: Dealer A has month end SDS with CEAT for a Quarter as follows:

April 2010


120.00

May 2010


  80.00

June 2010


100.00

TOTAL


300.00

Therefore the average month-end SDS for the dealer is 300 / 3 = 100.00

The total sales value is as follows

Product Value

280.00

Tax at 12.50%

  35.00

Total Invoice Value
315.00

In the above case, Dealer A will qualify for the additional discount as its rotation is at 3.15 times its average month-end SDS of Rs 100.00 for the quarter.

Example 2: Further, to the above case, Dealer A has the base deposit of Rs 90 and average daily SDS for the quarter of Rs 95. The dealer A therefore qualifies for 24% per annum additional discount on SDS. Calculation will be as follows:

Average daily SDS

95.00

AD rate


24.00%

Additional Discount = 95 x 24% x 3 / 12 = 5.70
However, If the dealer’s base deposit was, let’s say, Rs 105.00, then the dealers will receive additional discount of 5.70 x 50% = Rs 2.85
Example 3: The Dealer A does a turnover of 3.15 times its month-end average SDS of Rs 100 for the quarter. Therefore, the dealer will get additional discount on the balance Rs 15 as well.

However, this additional discount will only be on the product value of the invoices.

AD = 15 x 100 / 112.5 * 27% / 12 = Rs 0.30

In the above case, if the dealer had done the total turnover of Rs 350, then it would have qualified for discount on the additional Rs 25 only.

Example 4:  The dealer A with a current month-end average SDS of Rs.120 against the base of Rs.95 and does a turnover of 4 times i.e. Rs.480.

In this case since the dealer increased the SDS by 26% he earns AD @2 (24% p.a.) till 4 times as well as 0.5% additional discount on the 4th rotation’. The calculation goes below
AD = 120 x 3 x 2% = Rs.7.20 (till 3 times)
     = 120 x 
100 / 112.5 x 2.5% = Rs.2.67 (on 4th rotation)
Total AD earning = Rs. 7.20 + Rs. 2.67 = Rs. 9.87 
