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mICRO CREDIT INNOVATIONS DEPARTMENT (mCID)

Ref.No.NB.mCID / 1289 SHG — 1/(Policy) / 200607 20 October 2006
Circular No. 175 /MCID 5 /2006

All Scheduled Commercia banks (including Regional Rural banks)
All State Co-operative banks

Dea Sir,

Schemefor financing matured SHGsfor Farm Production and | nvestment activities -
Clarifications

Please refer to ou Circular No.8GMCID 3/2006 (Ref.No.NB.MCID/ 364 / SHG — 1(Policy)/
200607 dated 17 June 2006 onthe cationed subjed. The darificaion onsome of the queries
receved by usare aunder :

1. Objective : The objedive of the scheme is to fadlit ate members of matured SHGs to med
their credit requirements for farm production and investment adivities. However the scheme
is not meant to be substituted for normal crop loans or agricultural loans given to individual
borrowers. If the bank is satisfied that a significant portion d the loan sought by the matured
SHGs is for agricultura or allied pupaoses, such loan sanctioned to matured SHGs may be
treaed asloan for "farm production”.

2. Assessment of quantum of credit: The scheme is meant for matured SHGs, which are in
existencefor threeyeas or have dready avail ed bank loan for two cycles. Whil e the quantum
of credit given to the group shoud be in propation to the group corpus, the loan to matured
SHGs could excead morethan 1: 4 depending on the grading of the SHG by the bank.

3. Margin and Security norms. In terms of RBI Circular No.RPCD. NO.PL.BC.120
04.09.22 9596 dated 02 April 1996, margin and seaurity norms are relaxed in the cae of
loansto SHGs.

4. Rate of Interest and Eligibility Criteria for refinance: The refinance from NABARD
would be avail able on the same terms and condtions asis applicable to loans to SHGs.

5. Reporting Purposes / Activity in refinance application: In order to fadlitate eay
caegorisation d loan granted to matured SHGs, it has been dedded that such loans may be
caegorised into two main pupaoses i.e. “Agriculture” and “Activities alied to Agriculture”.
The adivity column prescribed in ou drawal applicaion for refinance therefore, stands
withdrawn.
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