ANNEXURE – I
Modification in the Rate of Interest on Agricultural Advances

	NEW SEGMENTS


	RATE OF INTEREST

	I. Farm Credit
Eligible Activities - 

A. Loans to individual farmers [including Self Help Groups (SHGs) or Joint Liability Groups (JLGs), i.e. groups of individual farmers, provided banks maintain disaggregated data of such loans], directly engaged in Agriculture and Allied Activities, viz., dairy, fishery, animal husbandry, poultry, bee-keeping and sericulture. This will include:
(i) Crop loans to farmers, which will include traditional/ non- traditional plantations and horticulture, and, loans for allied activities. 

(ii) Medium and long-term loans to farmers for agriculture and allied activities (e.g. purchase of agricultural implements and machinery, loans for irrigation and other developmental activities undertaken in the farm, and developmental loans for allied activities).

(iii) Loans to farmers for pre and post-harvest activities, viz., spraying, weeding, harvesting, sorting, grading and transporting of their own farm produce. 

(iv) Loans to farmers up to `50 lakh against pledge/hypothecation of agricultural produce (including warehouse receipts) for a period not exceeding 12 months. 

(v) Loans to distressed farmers indebted to non-institutional lenders.
(vi) Loans to farmers under the Kisan Credit Card Scheme.
(vii) Loans to small and marginal farmers for purchase of land for agricultural purposes.

B.  Loans to corporate farmers, farmers' producer organizations/ companies of individual farmers, partnership firms and co-operatives of farmers directly engaged in Agriculture and Allied Activities, viz., dairy, fishery, animal husbandry, poultry, bee-keeping and sericulture up to an aggregate limit of `2 crore per borrower. 

         This will include: 

(i)   Crop loans to farmers which will include traditional/ non-traditional plantations and horticulture, and, loans for allied activities.
(ii) Medium and long-term loans to farmers for agriculture and allied activities (e.g. purchase of agricultural implements and machinery, loans for irrigation and other developmental activities undertaken in the farm, and developmental loans for allied activities.) 

(iii) Loans to farmers for pre and post-harvest activities, viz., spraying, weeding, harvesting, sorting, grading and transporting of their own farm produce. 

(iv) Loans up to `50 lakh against pledge/hypothecation of agricultural produce (including warehouse receipts) for a period not exceeding 12 months. 
	I. Farm Credit
The following existing rate of interest on Direct Agriculture advances will be applicable for Farm Credit, excluding:

a. Loans to Poultry units;

b. Agricultural advances against Warehouse Receipts;

c. Advances under Govt. Sponsored Schemes where Specific Rate of Interest has been stipulated and

d. Advances covered under Interest Subvention Schemes of the Central Govt.

Sanctioned Limit

Rate of Interest

Up to `3.00 lakh

BR + 1.00% = 10.95%

Above `3.00 lakh to up to `25 lakh

BR + 1.50% = 11.45%

Above `25 lakh to up to `1.00crore

BR + 2.00% = 11.95%

Above `1.00 crore - As per credit Rating, as under:

CBI-1 to CBI-3

BR + 1.00% = 10.95%

CBI-4 to CBI-6

BR + 2.00% = 11.95%

CBI-7 to CBI-9

BR + 3.00% = 12.95%

As per the Central Govt. interest subvention scheme in vogue, in case of short term crop loans/production credit up to `3.00 lakh per borrower, interest @ 7% is to be recovered. Similarly, in case of short term production credit of more than `3 lakh per borrower, the loan amount up to `3 lakh will attract interest @ 7% and the amount above `3 lakh will attract normal applicable rate as above, clubbing all agriculture loans of the borrower.

The interest subvention scheme is being announced by Central Govt. every year. Branches are advised to refer our instruction circulars issued in this regard from time to time for the extant guidelines on the scheme.

The interest subvention @2% on production credit and 3% on prompt payment thereof allowed to all the eligible borrowers should be invariably claimed by the branches/ ROs/ ZOs promptly as per the extant guidelines.

1. Poultry Advances: 
Sanctioned Limit

Rate of Interest

Up to `1.00 crore

BR + 1.00% = 10.95%

Above `1.00 crore - As per credit Rating, as under:

CBI-1 to CBI-3

BR + 1.00% = 10.95%

CBI-4 to CBI-6

BR + 1.50% = 11.45%

CBI-7 to CBI-9

BR + 2.00% = 11.95%

2. Advance against Pledge of Warehouse Receipts:

The Policy on advances against warehouse receipts, including lending rates on such advances is now formulated by our MSME Dept. As per the Instruction Circular No.1376 dated 10.11.2014 issued by MSME Dept., the extant Rate of Interest pertaining to advances against WHR that are classified under Priority Sector (Agriculture and MSME) be continued as under:

i. For advances where the services of Collateral Managers approved by Bank have been availed:

Sanctioned Limit

Rate of Interest

Up to `10.00 lakh

BR + 1.00% = 10.95%

Above `10.00 lakh to up to `50.00 lakh
BR + 1.25% = 11.20%
Collateral Management Charges along with applicable service tax, wherever applicable, are to be borne by the bank.

ii. For advances where the services of Collateral Managers approved by Bank have not been availed:

Sanctioned Limit

Rate of Interest

Up to `10.00 lakh

BR + 0.25% = 10.20%

Above `10.00 lakh to up to `50.00 lakh
BR + 0.75% = 10.70%
Further, as per Central Govt. extant guidelines on interest subvention scheme, to avoid distress sale, interest subvention is also available to Small and Marginal Farmers having Kisan Credit Card, for a further period of up to 6 months post-harvest against Negotiable Warehouse Receipt on the same rate which is applicable on crop loans. Hence, interest for further 6 months to such borrowers, at present, is to be charged @ 7% and subvention @ 2% is to be claimed.

	II. Agriculture Infrastructure:
This will include - 

i) Loans for construction of storage facilities (warehouses, market yards, godowns and silos) including cold storage units/ cold storage chains designed to store agriculture produce/products, irrespective of their location.

ii) Soil conservation and watershed development. 

iii) Plant tissue culture and agri-biotechnology, seed production, production of bio-pesticides, bio-fertilizer, and vermi composting.

iv) For the above loans, an aggregate sanctioned limit of `100 crore per borrower from the banking system, will apply. 


	II. Agriculture Infrastructure:
i) Loans for Construction and running of Storage Facilities :

The existing rate of interest as under to be continued:

Sanctioned Limit

Rate of Interest

Up to `1.00 crore

BR % = 9.95%
Above `1.00 crore & up to `.100 crore - based on credit rating, as under:

CBI 1 to CBI 3

BR + 0.50% = 10.45%

CBI 4 to CBI 6

BR + 1.00% = 10.95%

CBI 7 to CBI 9

No loan is to be sanctioned

ii) Loans for Soil conservation and watershed development.
iii) Loans for Plant tissue culture and agri-biotechnology, seed production, production of bio-pesticides, bio-fertilizer and vermin composting.
The following rate of interest is to be charged on loans for the activities mention at ii) and iii) above:

Sanctioned Limit

Rate of Interest

Up to `3.00 lakh

BR + 1.00% = 10.95%

Above `3.00 lakh to up to `25 lakh

BR + 1.50% = 11.45%

Above `25 lakh to up to `1.00 crore

BR + 2.00% = 11.95%

Above `1.00 crore - As per credit Rating, as under:

CBI-1 to CBI-3

BR + 1.00% = 10.95%

CBI-4 to CBI-6

BR + 2.00% = 11.95%

CBI-7 to CBI-9

BR + 3.00% = 12.95%



	III. Ancillary Activities:
This will include - 

(i)  Loans up to `5 crore to co-operative societies of farmers for disposing of the produce of members: 

(ii)   Loans for setting up of Agri-clinics and Agribusiness Centres: 

(iii)    Loans for Food and Agro-processing up to an aggregate sanctioned limit of `100 crore per borrower from the banking system.

(iv) Bank loans to Primary Agricultural Credit Societies (PACS), Farmers’ Service Societies (FSS) and Large-sized Adivasi Multi- Purpose Societies (LAMPS) for on-lending to agriculture. 

(v) Loans sanctioned by banks to MFIs for on-lending to agriculture sector as per the conditions specified in the Annexure. 

(vi) Outstanding deposits under RIDF and other eligible funds with NABARD on account of Priority Sector shortfall.


	III. Ancillary Activities:

(i) Loans up to ` 5 crore to co-operative societies of farmers for disposing of the produce of members: 

The existing rate of interest on loans to Cooperative Societies as under to be continued:

Sanctioned Limit

Rate of Interest

Irrespective of limit
Base Rate% = 9.95%

(ii) Loans for setting up of Agri-clinics and Agribusiness Centres: 

Sanctioned Limit

Rate of Interest

Up to `3.00 lakh

BR + 1.00% = 10.95%

Above `3.00 lakh

BR + 2.00% = 11.95%

(iii)  Loans for Food and Agro-processing up to an aggregate sanctioned limit of `100 crore per borrower from the banking system.

The activity was earlier classified under MSE and the guidelines for advances and the rate of interest thereon were decided by our MSME Dept. The existing rate of interest as per MSME Dept. circular No.1310 dated 21.04.2014 will continue as under, except Term Premium which is proposed to be charged as applicable to agricultural advances:

1.   For Fund Based Working Capital and Term Loan up to `100 lac = BR+0.50%.
2.  ROI for loan above `100 lac:

2.1  Rate of interest will depend upon extent of collateral  security available:

(Agriculture Land cannot be taken as collateral security. However in case of existing units, the same may be continued if the operation in the account is satisfactory).

 2.2   Where the collateral security coverage is more than 100%, based on realisable value of security, ROI will be charged at flat rate of Base Rate + 50 Bps. (Irrespective of Rating).

The concession up to 0.25% may be allowed by the authority not below the rank of DGM/Zonal Manager.

Since Term Loan is sanctioned with fixed repayment period, the rate of interest may continue till the Tenure of the loan with the same Rate of Interest i.e. BR + Spread (at the time of sanction).
For new Term Loans the ROI will be applicable as per scheme.

Working capital and Term loans:
(a) Working Capital and Term Loan facilities sanctioned to Rice Sheller’s / Food Processing unit together and subsequently the outstanding in Term Loan is reduced due to repayment and value of Collateral Securities available for combined facilities have gone up due to reduction in outstanding as well as market value of the property has gone up considerably. 
Since working capital limits are sanctioned on Yearly basis the residual value of the collateral securities may be taken for arriving at the Asset Coverage Ratio and accordingly Rate of interest applicable may be extended based on available value of collateral securities to the Working Capital limits only.

For arriving at the present value of Collateral Securities the Term Loan outstanding plus Margin on Term Loan to be added and the same to be deducted from the value of collateral securities for arriving at the residual value. While arriving at the value of the collateral securities Book Value or Market value of Plant and Machinery whichever is lower and the present market value of Land and Building (not more than 3 years old) to be taken.
(b) If the facilities are sanctioned to Group Accounts and covered by Block Asset of the Group.
If the residual value of collateral securities is more, then the rate of interest applicable for food processing industries can be extended to the food processing units. Other than food processing unit normal rate of interest will be as applicable depending on the rating.
2.3  Where the collateral security coverage is between 75% to 100%, the following rates are to be charged:
CBI Rating 
Spread over Base Rate
CBI-1 and CBI-2 
0.50%
CBI-3, CBI-4 
0.75%
CBI-5 and CBI-6 
1.00%
CBI-7 
1.25%
CBI-8 
1.50%
CBI-9 
1.75%
Zonal Managers / Regional Managers of the rank of DGM can reduce the ROI by 25 bps irrespective of rating and size of the limits, subject to charging minimum of Base Rate + 50 bps.

3. Where the collateral security coverage is between 50% to 75%, the following rates are to be charged:

CBI Rating 
Spread over Base Rate
CBI-1 and CBI-2 
1.00%
CBI-3, CBI-4 
1.25%
CBI-5 and CBI-6 
1.50%
CBI-7 
1.75%
CBI-8 
2.00%
CBI-9 
2.25%
Tenor Premium on Term Loans : 

It is proposed to charge the Tenor Premium at the rates applicable for Agricultural Term Loans.

(iv) Bank loans to Primary Agricultural Credit Societies (PACS), Farmers’ Service Societies (FSS) and Large-sized Adivasi Multi-Purpose Societies (LAMPS) for on-lending to agriculture. The existing rate of interest may be continued as under:

Sanctioned Limit

Rate of Interest

Irrespective of limit
Base Rate% = 9.95%

 (v)  Loans sanctioned by banks to MFIs for on-lending to agriculture sector as per the conditions specified in Annexure –II. 

Sanctioned Limit

Rate of Interest

Up to `100 lakh

BR + 1.50% = 11.45%
Above `100 lakh - based on credit rating as under:
CBI 1 to 3

BR + 1.50% = 11.45%
CBI 4 to 6

BR + 1.75% = 11.70%
CBI 7 to 9

BR + 3.00% = 12.95%
(vi) Rates as decided by RBI from time to time.

B. Tenor Premium on Agricultural Term Loans
Tenor premium, wherever applicable on Agricultural Term Loans as per the extant guidelines,  is proposed to be continued, as under :

Sanctioned Limit & Tenor

Tenor Premium

A. On loans of up to `5.00 lakh

NIL

B. On loans of more than `5.00 lakh :

i. Repayable up to 3 years

NIL

ii. Repayable more than 3 years and up to 5 years

0.25%

iii. Repayable more than 5 years

0.50%




ANNEXURE - II

Bank loans to MFIs for on-lending

(a)  Bank credit to MFIs extended for on-lending to individuals and also to members of SHGs / JLGs will be eligible for categorisation as priority sector advance under respective categories viz., Agriculture, Micro, Small and Medium Enterprises, and 'Others', as indirect finance, provided not less than 85 percent of total assets of MFI (other than cash, balances with banks and financial institutions, government securities and money market instruments) are in the nature of “qualifying assets”. In addition, aggregate amount of loan, extended for income generating activity, should be not less than 50 percent of the total loans given by MFIs.

(b)  A “qualifying asset” shall mean a loan disbursed by MFI, which satisfies the following criteria: 

(i)   The loan is to be extended to a borrower whose household annual income in rural areas does not exceed ` 1,00,000/- while for non-rural areas it should not exceed ` 1,60,000/-. 

(ii)    Loan does not exceed ` 60,000/- in the first cycle and ` 100,000/- in the subsequent cycles. 

(iii)  Total indebtedness of the borrower does not exceed ` 1,00,000/-. 

(iv)  Tenure of loan is not less than 24 months when loan amount exceeds ` 15,000/- with right to borrower of prepayment without penalty. 

(v)   The loan is without collateral. 

(vi)  Loan is repayable by weekly, fortnightly or monthly installments at the choice of the borrower. 15 

(c)  Further, the banks have to ensure that MFIs comply with the following caps on margin and interest rate as also other ‘pricing guidelines’, to be eligible to classify these loans as priority sector loans. 

(i)    Margin cap: The margin cap should not exceed 10 percent for MFIs having loan portfolio exceeding ` 100 crore and 12 percent for others. The interest cost is to be calculated on average fortnightly balances of outstanding borrowings and interest income is to be calculated on average fortnightly balances of outstanding loan portfolio of qualifying assets. 

(ii)  Interest cap on individual loans: With effect from April 1, 2014, interest rate on individual loans will be the average Base Rate of five largest commercial banks by assets multiplied by 2.75 per annum or cost of funds plus margin cap, whichever is less. The average of the Base Rate shall be advised by Reserve Bank of India. 

(iii)  Only three components are to be included in pricing of loans viz., (a) a processing fee not exceeding 1 percent of the gross loan amount, (b) the interest charge and (c) the insurance premium. 

(iv)  The processing fee is not to be included in the margin cap or the interest cap. 

(v)   Only the actual cost of insurance i.e. actual cost of group insurance for life, health and livestock for borrower and spouse can be recovered; administrative charges may be recovered as per IRDA guidelines. 

(vi)  There should not be any penalty for delayed payment. 

(vii) No Security Deposit/ Margin are to be taken.

(d)  The banks should obtain from MFI, at the end of each quarter, a Chartered Accountant’s Certificate stating, inter-alia, that the criteria on (i) qualifying assets, (ii) the aggregate amount of loan, extended for income generation activity, and (iii) pricing guidelines are followed.
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