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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2016-2019), having
been authorised by the Committee to present this Report on their behalf, present
this fifth Report on the Action Taken by Government on the Recommendations
contained in the 60™ Report of the Committee on Public Undertakings (2014-2016) °
relating to Kerala Financial Corporation based on the Report of the Comptroller
and Auditor General of India for the year ended 31st March 2003 & 2009
(Commercial).

The Statement of Action Taken by the Government included in this Report
was considered by the Committee constituted for the year 2014-16 in its meeting
held on 9-9-2015.

This Repoit, incorporating the recommendations of the Committee and the
replies furnished by the Government was considered and approved by the
Committee{2016-19) at its meeting held on 17-10-2016 with remarks.

The Committee places on record its appreciation for the assistance rendered
to it by the Accountant General (Audit), Kerala during the examination of the
Action Taken Statements included in this Report.

C. DivakARran,

Thimwananthapurarn, Chairman,
27th October, 2016. Committee on Public Undertakings.



REPORT

This Report deals with the Action Taken by Government on the
recommendations contained in the Sixtieth Report of the Committee on Public
Undertakings (2014-2016) relating to Kerala Financial Corporation based on the
report of the Comptroller and Auditor General of India for the year ended
31* March 2003 & 2009 (Commercial).

The Sixtieth Report of the Committee on Public Undertakings (2014-16) was
presented to the House on 11" December, 2014. The report contained 8
recommendations in Para Nos. 16, 17, 18, 28, 29, 30, 33 & 34 of which the
Government furnished replies to all of them. The Committee accepted the replies
to the recommendations in Para No 17, 18, 28, 29, 30, 33 and 34 without remarks,
The recommendations of the Committee and their corresponding replies from the

Government form Chapter I of the Report,

The Committee accepted the reply to the recommendation in Para No.16 with
remarks. The recommendation of the Committee, its reply from Government and

remarks of the Committee form Chapter II of the Report,

1286/2016.



CHAPTER 1

REPLIES FURNISHED BY THE GOVERNMENT ON THE RECOMMENDATIONS OF THE COMMITTEE WHICH
HAVE BEEN ACCEPTED BY THE COMMITTEE WITHOUT REMARKS

Si. Fara Department Conclusions/Recommendations Action faken by the Government
No. No. Concerned

(n 2} €) {4) &)

I 17 Finance The Committee opines that there will ~Kerala Financial Corporation(KFC)
be more transparency in the dealings has introduced e-auction portal in
of KFC if auction procedures are done  2011. The portal can be accessed
through internet. Before going in for through KFC website.
e-sales the Committee wants to have a
detailed report in this matter.

2 18 ” The Committee recommends that before 0 Corporation has introduced

sanctioning loans KFC should ensure
that the value of the collateral security
pledged is adequate to meet the
realisation of the loan amount with
interest accrued in case of default and
that necessary precautions should
diligently be taken to ensure the safety
of the assets taken over under section
26 of the SFC Act, 1951,

2)

a system of over all asset
coverage ratio ranging from
1.2 times to 2 times of the
loan sanctioned to safeguard
the realization of loan
amount.

Corporation has appointed
professional security agency
to safeguard the assets taken
over U/S§ 29 of SFC Act ,1951.



Finance

The Committee is astonished to find'

that despite the loanee had repaid an
amount exceeding the principal amount
a lion’s share of the debt still remained
outstanding as his liability. The
Committee opines that KFC charges
exorbitant rate as interest making it
virtually impossible for the loanee to
repay the loan even when he commits
a single default in the repayment. The
Committee recommends that KFC
should modify the pattern of interest
rate in line with the rate of interest
newly introduced in KSIDC.

Corporation has introduced
system of floating interest rate based
on PLR from time to time. Additional
interst rebate (ranging from 1.5% to
3.5%) for prompt repayment is
allowed for timely repayment and
based on credit rating of customers,
Once the account becomes NPA, the
interest rebate and reduction are
withdrawn and in addition penal
interest of 2% is charged in the
account for the defaulted amount for
the period of default. Hence the
balance outstanding keeps increasing
in the account after it turns into
NPA. The balance outstanding shows
the total claim of the Corporation in
the loan account. The loans are
secured by primary and collateral
property normal at 1.2 to 2 times of
sanctioned amount according to
schemes. However except land all
other assets such as buildings,
machinery equipments, furniture etc.
depreciate over period of time. In
case of units in default, since the
rate of interest charged is higher, the
balance outstanding will be much
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more than the security vaiue at the
time of settlement. OTS amount is
worked out, as per the policy
approved by the Board of the
Corporation, at simple interest rate
on PLR/document rate on the
balance outstanding from the date of
NPA. Corporation is now following a
liberal compromise settlement(CS)
guidelines which is practical,
noa-prejudiced, non-discriminatory
and result oriented for all doubtful
category cases and were no willful
default/fraudulent practices have
taken place. Normally the settlement
amount is principal outstanding +
other expenses, subject to remittance
of 1.5 times of the amount disbursed
including the CS amount for loans
up to Rs.10.00 lakhs. In cases, where
the amount disbursed is more than
Rs.10.00 lakhs, the settlement is done
if the total amount is atleast 2 times
of the amount disbursed.
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Finance

The Committee desires to be furnished
with a copy of the new circular issued
by RBI, treating KFC loans under
non-priority sector.

The Committee remarks that while
sanctioning the loan, the Corporation
has to ensure the repayment capacity
of loanees. The Corporation has failed
to conduct a detailed study about the
profitability of the business venture
and to make a real assessment on the
repayment capacity of the loanee,
before sanctioning the loan. Therefore,
the Committee directs the Corporation
to conduct a detailed study and furnish
a detailed and updated report in this
regard.

The Committee observes that KFC is
not acting like a supportive institution
to the society since many cases of
unfair incidence of suicides of loanees
are increasingly reported. The
Committee opines that the loanees had

This circular was issued by RBI
in 2011 and 2012 as part of the
master circular issued to banks for
priority sector lending. From 2013
onwards RBI has withdrawn this
condition based on the
representation by SFCs. (Copy given
at Annexure [V(a), IV(b), IV(c).

It is reported that while
sanctioning project loan, Corporation
assesses the viability and profitability
of each project. Repayment capacity
of the loanee is also taken into
account based on past credit report
and antecedents. Benchmark financial
norms are prescribed and financial
viability is worked out based on
these norms.

With the advent of Universal
Banking, Development Financial
Institutions like KFC had to face
acute competition from Commercial
Banks. Commercial Banks have
become active in the MSME segment
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to face much difficulty in clearing the
heavy burden of debt owed to KFC
due to exorbitant rate of interest
charged by KFC and views that KFC is
charging exorbitant rate of interest on
their loans compared to that of any
financial institutions in the State. The
Committee remarks that it is high time
that the Government restructured the
existing service system in KFC in an
inclusive manner to the industrial
growth of the state, and demands that
the existing system of the Institution
should summarily be changed to meet
the genuine financial needs of the
society.

The Committee is of the view that the
pattern of interest rate followed by the
Corporation nceds drastic changes.
Therefore the Committee recommends
that the Government should issue

and Corporation cannot charge
interest rates which are not
competitive in the market. Currently
the interest rates charged by the
Corporation is one of the lowest in
the market. Corporation has
introduced system of floating interest
rate based on PLR from time to time.
Additional interest rcbate (ranging
from 1.5% to 3.5%) for prompt
repayment is allowed for timety
repayment and based on credit
rating of customers . The effective
rates of interest are in the range of
11% to 13.5%. Corporation also
provides interest free loans under
Kerala State Entrepreneur
Development Mission (KSEDM) for
entrepreneurship development among
the youth and for reducing
unemployment in the State.

Thus KFC has completely shed its
old image of a Financial Institution
which is not supporting the society
and has transformed itself into a
customer friendly and technology



specific guidelines to impose ceiling
on interest rate and requisite steps
should be taken to avoid penal interest
in KFC and other parallel financial
institutions.

driven organization by bringing about
attitudinal changes in its objective of
improving the industrial activities
and promoting entrepreneurship
development in the State




CrapTer 11

REPLIES FURNISHED BY GOVERNMENT ON THE RECOMMENDATIONS OF THE COMMITTEE WHICH HAVE
BEEN ACCEPTED BY THE COMMITTEE WITH REMARKS

Si. Para Department Conclusions/Recommendations Action taken by the Government
No. No. Concerned
0y 2 &) @) &)

) The Committee observes that Revised report on loans d'isbursed to
1 16 Finance M/s Star Refineries and Sri M. ). Jose

sanctioning of 3 additional loans to
Star Refineries Private Limited by
KFC without insisting on adequate
collateral security and its failure to
safeguard the assets taken over
resulted in the non-recovery of dues
amounting to 9.18 crore. The
Committee disagrees with the practice
followed by KFC in sanctioning
additional loans to its defaultees for
making adjustments in the original
loan without insisting on adequate
collateral security. The Committee
further observes that KFC had failed
to take adequate steps to ensure the
safety of the assets taken over

and present status is enclosed in
Annexure L



G10T/9821

which in turn enabled the loanees to
dismantle and sell the mortgaged
assets. The Committee strongly
condemns the laxity on the part of
KFC in reporting the matter to the
police only after a lapse of 6 months.
The committee expresses
dissatisfaction over the fact that the
repott forwarded by the Government in
the matter is incomplete and did not
contain the details of Vigilance enquiry.
The Committee wants to have a
detailed report in this regard containing
all aspects of the case.

Remarks :- The Committee directs to furnish detailed report of the Vigilance enquiry.

Thiruvananthapuram,
27th October, 2016.

C. DIVAKARAN,
Chairman,
Committee on Public Undertakings.
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ANNEXURE |

TR F Sanction and dishursement detaits.

M/s Star Refineries (P} Ltd-was an existing unit which started commercial
i1 netuclion in june 1992, The unit was situated at Development Area, Ec}ayar,
Linakationr: The product of the unit were vefined rice bran ol and pa'm oil.

T company also had {wo other units ;'n the same premises, one for
manafacturing Dhal flour and the other for gingerly oil.

_Yhe proposed unit was in a land of 1 Acie i Ldayar Development Area, which
was allotted to the company at a price of Rs.0.70 lacs by DIC, Ernakuiam, The
company had total 2 Acres of tand in The I:dayar Development Area and in
one acre the other units of the conpany were situated; The entire two acres

. were mortgaged for the loan.

-The Carporation originally sanclioned a term loan of Rs.59.00 fakhs on

20.02 1093 for cxpansion and diversification of the unit. Qut of the Rs5.59.00
* lakns R$.9.00 Jakihis was loy construction of industrial -building and Hs.50.00
s 1akhs for acgnisition of machinery, The total cost of project was Rs,100.40
o lakhs and momoters contribution was Rs.41.40 lakhs. Rate of interest for the
U foan was 20%. No collateral security insisted for the loan as per the norms
Lpreviihng chai,

As per the profit and loss accounts of the company during in 1992, the
company had made & net profit of Rs.1.24 lakhs. On completion of the
construction, the company started commercial production in 1994 1n the F. Y.
1994.95 tne company made a profit of Rs.32.25 lakhs before depreciadion.
From 1994 to 1990, for expansion and for starting Vanaspathi unit additionai
loans amounting of Rs.2006.50 lakhs was sanctioned and disbursed to the
arulk,

(it) Project Details

The capacity of the unit was for rnanufacturing 5600 ton of- oif, 375 tun. of
fatty acid and 300 ton of vanaspathy’ The total investrent made in the
project af the finalstage of the implementatisn was. as follows: . '

sand :1 0 0.70 lakbs
Ruiiding 17 39.79 lakhs
oo, Flant s Machirery 1 7386.14 lakhs

B Totat ;. 426.63 lakhs

Means of finance were as follows:
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=otire plant and machineyy items were removed from the unit. This was dope
without the knowledga and consent of the Corporation. A criminal complaint
was lodged before the S. |, of Police, Binanipuram against the theft as 186/02
on 21.06.2002. .

Therefore Dy Tahsildar (RR) attached the personal property situated at
Ponnani Taluk of Malappuram District owned by one of the Directors angd sold
the property for Rs 7.35 lakhs under the auction sale on 17.08.2002 and the
sale proceeds of Rs.6,98,250/- was credited in the loan account, The
industrial unit with land was sold by Dy, Tahsiidar (RRYfor a sale consideration
" of Rs. 29.50 iakhs on 25.09.2003 and remitted an amount of Rs.28.03 lakhs

after RR commission. The scrap items of plant and machinery items worthRs.

5 79 lakhs were sold by Dy. Tahsiidar (RR) of a sale consideration of Rs. 4.72

lakks in December 2002 and remitted an amount of Rs. 4.48 lakhs after RR
. _¢nommission.. Thus Dy. Tahsildar {RR} realized a total amount of Rs.41.57

1= khs. by sale proceedings and remitted Rs.39.49 takhs towards loan account
after deducting RR commission.

The auction purchaser M/s. Meron Bio Products filed a WP{C} No.21344/10
before the Hon'ble High Court of Kerala against the Revenue Recovery
authorities. KSEB, Asst. Provident Fund Commissioner, Sales Tax Officer
North Parur, ESI Corporalion and Secretary Kadungalloor Grama Panchayat to
release the attachment over the property against subsisting statutory dues.
The writ petilion dispused off upholding the title in favour of the purchaser
but teaving frecdom Lo respondents or any other creditor to file claimn petition
befare the Land Revenue Commissioner. . :

On the basis of the Hon'bte High Cuyrt order Land Revenue Commissicner in
his proceedings dated 29.11.2006, decided to co-ordinate the matter by KFC
with ali the other agencies and also directed the other agencies to send their
complete claim details to KFC and also directed that KFC will identify the
other properties of defaulter and follow up for RR proceedings. KFC issued.
notice to all claimants on 15.10.2007. Most of the claimants ‘filed_claim
petition. : S . s

 On the basis of the Hon'ble High Court order in WP (C) '36175/2005 filed by
=, EPF Commussioner. The Corporation  disbursed a claim amount of
i, Rs.3,27,744/- to FF Department on 31.01.2011. .

C ) Present position of defaulters and loan account.

Mortgaged security s5old and no other mortgaged security is available. >
‘Theprometer directors of the company Sri. 5. K. Abdul Rasheed, S/o. 5. A
Kunju Mohamrned residing at Srambikal House, vadanappilly P.O., Thrissur’
belengs to Thrissur District and Sri. A. M. Salam also residing at Thrissur
District. Corporation initiated RR action in Thrissur District and obtained fresh
RRC vide RRC No.G(4)2010/59966/8 dated 12.12.2010 of District Collector,
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sur, We have also requested District Collector, Emakulam: o issue
sptinn /5 of DR ACY Against the defothion, .

“ei. A, M. Salom is one of the directnrs of the anather umit Mfs. Five Star
fubnher industries, which is financed by ¥KPC for an amount of " 150.00 takhs.
The chial praomotor of thin unit wie Sn. AM, Sadigue, who is the brother of
Sric AL M. Salam. Sri. P KL Sunil s the director of both the Companios. Thic unit
wae soid by Official Liguidator and the loan account is still unsettled even
though Corporation sanctioned OTS. A vigilance 2ace is alse pending against
the company and its directors. VACB, Contral Range, Ernakulam has
registered casc VC 2/2010/CRE against Sri. Zanu Zacharias former General
Manager, KFC, in connection with the sanctioning of financial assistance to
Mfs, Five Star Rubher Industries (M) Lidk. We have asked them to provida the
present status of the case, Reply from thern is awaited.

Arrears & Brlance Ofs. as on 01.05.2015

(" in lakbis)

i Tran No. Principal
N E e TV I - 34681

T Tp30259020 937

(T A30230030 20,50

| 6306239040 90,00
{_.__ Total ‘ 232.47 | 3
£} Sri.f4.]. nse {Short Term Loand -

(1) Sanction and_disbursement details

Frrala Financial Corporation sanctioned a Shorl Term Joan of Rs.75.00 lakhs
on 22.03.1996, to Sri.M ] Inse, Mankoottathil House, Chilavannoor, Erhakutam
for the expansion of his teak proceszing unit. The onit was in oxistence ence
1990 and had been running prafitaily - Main costomer of the unit wers
Talpcom Dapartment of Gowvt, of India,

iging! collateral sacurty for the 1oan was 133 cemts of land in
. ownad by promoter Sri.M). Jose end his wife Smil
Morcy fose vaiued at Rs.66.51 lakhs on 27.3 1946, Based on the value of the
cecarity  property Comoration dishursed & sum of Re.50.00 akhzs an
21.%.39336,

wranny o1 77 cent in Ddapally South
W oakhn on e d 19496, the Torporalion

Leih o Th 10065,

fy on affering ansthor
howian valued st R
Ao arnount of Be, 70 00

L

Suhee

i\
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A5 :Pn( Qecmfg T nrevailer at that time, i'()r‘r et term ?r"f"l sr_hpms: _,‘-.,i_!*.}“c_-
Cofiferdal m’“ﬁ b R 7500 lakhe wan reg whareas the coliateral

okkavest : ; & was wrorh RoI06.11 lakha 59 the sartion and
i, Cnge = ol uan was well within the aorom:s = cerurity was more than
My he recalled that the value

Sl (adag ner norms IR this cantaxt it raay kneh
oﬁ hdcd property in genaral was at pealk during L9486 and it has decreased

ra

Loeguentiy duc {0 market mecession in real estafe.

Corporation also nbtained porsonal guarantee of o.M }jose along with
posl cdated chegues towards six meonthly jnstalments frem May, 1996 to
Octnher, 1296. *

-
{7) i an repayment and recovery details:

The 'san nad te be repaid in 6 monthly instalments starting from the
suhsequant month of 1% dishursement. The first 3 instalments, amounting to
fs 2727 lakhs and the intorest dues upto 01.07.1596 were regularly remitted
ty the borrowsgr. On 23.1 0.1996, the barrower informed that dus to heavy
monsoan, he could not cenduct the business as oxpeclted and reauested for
rrschedulernent of loan, The post dated chegues deposited by him were
dishanaueed by the bank

Ahe oan carried interest at 22% per annum {compounded guarterly). In -
addiior panal interest at 2% per month (i.e. 24%. per annumj was alzo
Shernad ang (his was also compoended, Ac a result the halance outstanding in
tive loan account increased alarming!y D e rereesinn i the market and
mancity of funds the borrower could net fur th2 unit prefitably and meet the
repaymient abligatians as axpected.

Corperalion took over hath the ahove collatersl =ecwrity propertiss 7% cents
And 177 cents) under  Baclion 29 of SFCs At on 09.03.1997 Corporalion
Caryetised the property for sale, hut the Hom'ble High Courl stayed the sale
on rormsition ‘thet sthe borrower should reinit R5.30.00 lakhs within'3 weeks

s £3.05 18067, But the party could not remit the amount as directed by the

Hop'hie digh Court. Therefore Corporation soid the coliateral property of 72
 wents for Rs 29 B0 ok in 2002,

Sinck rhere wad shemmage of 5.2 cants of land out of 133 cents in other
y. Corporation could  seft anly 123,80 cente of land for
Fa04- 2005 nndar Soc, 29 of SFCs Act.

gnamet the hatrowars for cecovery of halanre
i : itiated af ldukki and

¢ Histricts, The

~ oald Lhe said Brens
stop= bo return Hho RRC to

: report
initiating RR hroec
I AT R ot s H ELA NS
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(3} Present position

The RRC against the defauiters is in force in Ernakulam District . On ennuiry
with the Village Officials at Ernakutam; Thrikkkara, Edappally, it is reportc:d
that the defaulters have no personal property in their name,

The Corporation formulated OTS for Short Term Loans and sanctioned OTS to
the borrower for Rs.31.19 lakhs in 2006. But the borrower could no avail this

facility.

In 2008 the promoter offered Rs.5.00 lakhs to settle the account under
Compromise Settlement Scheme which was rejected by the Corporation. The
Branch Office has contacted him several times and requested to enhance the
CS offer Still he is not offering a higher amount.

¥

The bat- - S laan account as on Q7 ~572015 is as foilows.
Principal :7 4551 lakns
Other expenses 2 1.47 lakhs
Interest . "H268.95 lakhs
Tatal "6315.93 lakhs

Corporation has realized total amount of Rs.134.63 lakhs (through sale of
2s5ets Rs.102.36 lakhs and remittance by party Rs.32.27 lakhs} agarnst loan of
Fs.75.00 lakhs released.,
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ANNEXURE [V(a)

RESERVE BANK OF INDIA

wanay thu ey in

RREI2081-12/147
RPCD. CO. Plan. BC 10 /04.09.01/ 20T1-12 July 1,201

The Chairman/ Managing Divector/
Chicf Executive Officer

[All scheduled commercial banks
{excluding Regional Rural Banks)}

Dear Sir,

MASTER CIRCULAR - LENDING TO PRIORITY SECTOR

“ The Reserve Bank of India has, from time to time, issued a number of

guidelincs/instructions/directives to banks on fending to Priority Sector. in order to enable the
banks t¢ have current instructions at one place, a Master Circular incorporating the existing
puidniines/instructions/directives on the subject bas been prepared and enclosed. This Master
Circular consolidates all the circulars/inail box clarifications issued by Reserve Bank on the

subject up 1o June 30, 2011 a5 indicated in the Appendix.
2. Please acknnwiedge receipt.

Vours faithfully,

(Deepali Fant Joshi)
Chief General Manager-in-Charge

Encl: A7 above
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sa-terding deomices b eoadi enterperss fropevdaciurng as well an serviees) aee

Sezbde 0w perenity cecton st sebiecs o e omgelistee of guideline: wperified m

para 3.2,

A Yoans sot eligible for elassification a5 dircet or ipdirect finance to MSE sector

.31 loass sanciioned by banks in Siate Financial Corporations for on-lending to micro and smalj

enierprises.
LheeTpraes, |

232 Leans sanctioned wef, April 1, 2001 to NBEC: {other than MF]s which adhere to the eriteri
spetified in paragraph 3.2) for on-lending.

3. MICRO CREDIT

3t Loans of very small amounts, not excecding Rs.50,000 per borrower provided by banks cither
directly or indirectly theough a SHO/LG mechanism for an-lending up to Rs. S0.000 per
harrawer,

&2 Bank eredit to Micen Finance Institntions extended on_ar after. Aprit 1, 2011 for on-lending
w ndivideais and atso te membets of $HG: /LSS will he eligible for categorisation as
priotity sector advance under respective catennries viz., agricultere, micro and small
ericrprise, and micen eradit (for nther purpeses), oz indirect finance, provided not less than
#9% ol total aseris oF MEL (other than cash, batiners with hanks and financial institutions,
government secnriticr and maney markes instruments} are i the nature of “qualifying assets™.
In addition, aggregate smount of jean, extended for incame penerating achivity, is not less
than 73% of the total loans given by MFI;,

3L A “qualifying asset” shall mean a loan disbursed by MFIL, which satisfies the following
O TIAT

fi} The toan ix 1 be mxtendodd by o horsowsr whosge bhonzeheld anrual income in rural

arcas docs nol oxceed ReGOMO/L while for non-rrsl areas it should not exceed
- Rs.1,20,0004..

1) L.oan does not exeand Ba 35000/ in the first ayele and R, 50.000/- in the subsequem
cycles

{HiyTotal ind=hiedness af the harenwer dose ant excesd B5.50.000/-

fiviTenure of loan is nek Jezs dhan 21 months when loam amonnt excesds Rs.15,000/- with
right e borensuer of prepavent withoar peaalts

(¢ The Joan iz witheni ollateral.

Leihoan i repayable beeweckly, Tsinishily ar monfbly insta linents at the choice of the
bharrower.

321 [Fwther the Fanlks have 1o en
interest cote an wbes Ather “rie

we that MEls comply vtk the following caps on margin aud
senidebies’ wo b clig i i elisify these loan- as prioriy

sector bhans

1286/2016.
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ANNEXURE [V (D)

wiwwett ory g

a1 o AL T 1 4
LTy 0 Plan BC T4 02012002417 - - July 2, 2012

The Chpirmant Managing Dircetar/ -
Chiel Exervtive Officer

A lf:.t‘r'r‘w-.‘.-.silcd commercint banks
{excluding Regional Bresl Boanks)f

Mear Sir,

MASTER CIRCULAR - 1ENTING TO FRIGEEY SECTOR
Hewerve  Banke -of  India  hes, from time ur [tirre,  issued a number of
e ingafing wructions/direstives to banks on lendiny & Priority: ‘\-actnr In arder 1o ensbkle the
nos " have ourrent instuctions at one plart' 2 Masler G ircwriar menrpnmlmp 1hc existing

! Thesfipstructions/direttives on the gk

-

ect bas boen prepered nnd em lﬂsbd Th(' Master
Cireilas consolidates alf the 't;ﬁiri';u!ar s/l box clarification: issued by Resorvc Bagk on the

“wobect er e une 30, 2007 asindivated in the Agpe. s
2. Phease acknowlerdige regeipt,

Yours faithiv; .

(7 I Srinivasan) )
Chief GeReral Manager

Fnci: As ahove

m:ﬂwwsn-&mm t“fﬂfﬂm"ﬂ’iﬂﬁﬂ Sy TSR ORI O R R e Faesn vy S 072
U T2M0100 T Y122, 2262 10| 1220 0 TN 2GHOIR b ".,m ity ot
g plritrial

P! Plunkmg £ ¢ oo Tl Cange Difecr W0-Tlong O T "n.u. | nmw SR F T 1002, Mnlhted 308 G01
Tele-hZ2 WA fav - i ma“i it v in

o T e iR v or e
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1286/2016.

tadivect finaace to dhe miere amid small fmanefactering o well s serviec)
s eines soeior will fechrde credi fa:

i Persons imvnived in ansistiag the decentralized coctor in the supply of inpits to
and markating of outpnt: of artisans, vilfare andeattazs industries.

2.2.2 Advances to cooperaiives of producers in the decentralised sector viz. artisans
village and cottage industries.

2.2.3 L.oans granted by banks to Micro Finance Insfititions on, or after, April 1, 2011
for on-lending to micro and small enterprises {manufacturing as well as services)
are eligible for priorily sector stalus subject to the compliance of guidelines
specified in para 3.2,

§.naus not eligible for clagsification ag direct or indiveet finance to MSE scctor

Laans =anclioned by banks to State Financial Cerporations for nn-lcndmg to micen and
'nmﬁ"merprl"es

et e

Lenns sanctioned woef. Aprit 1, 2610 10 NITFCs (other than MUl whick adhere to the
criteria specified i paragraph 3.23 for en-lepding,
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ARNEXURE TV(C)
> . c a
mrvaes T T

e REGERVE GARK OF HEHA e
WARW, DI I

2T S A/0T
VEC PMan BC 9 A ER2015-14 Juby 01,2013

t'he Chairman/ Managing Director/
C'hief Executive Offieer

[ &k schrduled commercisl ks -
(cxebuding Reginmal Rural Barks}]

Dear Sir,

Master Civcular - Priority Sector Lewding-Tarnets and Classification

The Reserve Bank of India has, from time to time, isswed a number of
cuidalines/instructions/directives to banks ~n Priority Sector Lending, In order to enable the
hanks to have current instructions at one ptace, a Master Circular incorporating the existing
anidelines/instructions/directives on the subject han been prepared and enclogsed. This Master
Cirestbar consolidates all the circnizrg/mail hex clorifications issucd by Reserve Hank on the

subject up to Juns 30, 2617 as indicated in the Appesndix.

7 Please acknawledyge receipt.

Yaurs faithfuily,

(A. Udpata}
Principal Chiel General Manager
Encl: As above

sk e Wy g o SSm mimen, aeh 3T, 0 avdine] fafen R mem G AR AR 0014 IS 400 00t

SR T M, 412020601000 BATL 16192 DRRRI04 100 HEMA6 10943 EAN. cominarpod@ibions n
Hurnd Plandwivd 8 Cies th Cmpeimen, {eatosd |

""‘!ls“"'i’d Chagl Slunh Mang, P.or Mo G4, M 400 (01
d

l e nﬁqmmwy{mamwmﬁWamﬁn&mmwm‘,wlh:kuamwm.mmwﬁnaﬁ

| 1 o7 v v Ay R s o T A X vy vt e Bl of Al & Seme s A
{ Candinn: ARY aatnr asngn madie, SMAFE 10 makes calls anking tnr pacaonal informadion fike: hank scrount deltalts,
L paxvenerly, et B AQVDE kanpa r Altars fu il e apvone, Plasse do not respond in Ay man

wch offers.
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L Fhrect Finawen
v 15 Manuiaesurins Eaierprises

Tl RAicen and Sinall coterpriers enpreed in the cannfactere o production of poerds 1o any
achistry specified in the first schedule to the Industries (Development and regulation) Act,
1951 and as notificd by the Covernment from time 1o time. The manufacturing enterprises ace

defineed in terms of investment in plant and machinery.

2.1.1.1. Leauns for fond and agro processing
Loans for food and agro proecssing will he classified under Micro and Small Enterprises,

provided the unifs satisfy investments criteria prescribed for Micro and Small Enterprises, as
provided in MSMED Act, 2006,

2.5.2. Service Entevprises

Bank lnans up to ¥5 crore per unit to Micro and Small Enterprises engaged in providing or

rendering of services and defined in terms of investment in equipment under MSMED Act,
2006,

2.1.3. Export credit 1o MSE units (hoth mamifacturing and services} for exporting of
poods/services produced/rendered by them,

2.1.4. Khadi and Village Industries Sector (KVT)

All loans sanctinned to units in the KV sector, imespeciive of their size of operations, location
and amount of original investment in plant and machinery. Such loans will be eligible for
classification under the sub-tarpet of 60 percent prscribed for micro enterprises within the

micto and small enterprises segment under priority sector,

2.2, Indjirect Finance

{1 Loans o persons invalved in assisting the decentralized sector in the supply of inputs to

and marketing nf owipuis of atisans. village and cottage industries.

{ii} Loans to conperatives of producers in the decentralized sector viz. artisans village and

coftage industries.

(iif} Leans sanctioned by banks to MFIs for an-lending 1o MSE sector as per the conditions
specified in paragraph VIHI of this civealar,
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E ' .eial T
ﬁmuﬂfn'leNMMuCAﬁww viestdioe seasional conege spte TEY Db for
- § %
Bliaies {n Yo Ad%D by for. Studser obabort.
L}
Hit Lewns toindisduals up to 725 Iakh i mmrnpolilun raptrns with pnpnl;\ri.c)p above ten lakh
antd TIS lakh in other coptres for purchasefennstrociion of a dwelling unit por family

exatuding laang esnationed 1o hank’s mun amploverss.

(i Lbans for repairs 10 ihe damaged dwelling units of familics up to T 2 lakh in rarob and
seri- arban areas and wp to 75 lakh in arhan and metronalitan areas.
(iity Prank: loans to any zovernmental agency for construction of dwelling units or for slym

~learancn and rehabititation of sfum dwellepes subject to a ceiling of T1O Jakh per dweiling
unit.

(iv) The lnans sanctioned by hanks for heosing projets exclusively for the purpose of

canstrction of hanees anly 1o aconomienlly wesker sertione and ow income groups, the
tenl gt af witich dn not exeond THO fakh per dwastling sinit. For the porpose of identifying
M~ eronomically weaker sections 2nd low ineeme eenups, the family income limit of

=, 20000 ner 2napm, irrespective of the lacation, is pregsosibed.

{v) Bank laans o Housing Finaner Companien {HFCs), anproved by NHB for their refinance,
tor an-lendling far the pinpose: of p'..lrﬁh,"sc!r'*nnﬂnmlim\;’r"nnns*rucrinn of individual dwelling
umits ar for sium clearmes sod rebabiliiation of slem dweallers, suhject o an apgregate foan
tmis AU T10 lakh per borrwer, opovided the sft inrbisive interest pate charged to the ultimate

haremwver is aot exceeding lowest lending, rate of the lending bank for housing loans plus two
peTGRDl PEr Annum.

The eligibility wnder priority sector foans to IR 05 restricted to five percent of the
individusl bani™s total prineite sector landing, on an enaoing basiz, The maturity of hank

fpans shanid be cndenninns with avernpe maturity of [oanc cxtended by HFCs, Banks shonld

mairiain arcestary borrower-wase dofsils o the inderlying, portfalio.
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