LENDING POLICY OF ASSAM FINANCIAL CORPORATION
FOR THE FINANCIAL YEAR 2010-11

Assam Financial Corporation (AFC), a joint State Financial Corporation of
Assam, Meghalaya, Manipur and Tripura was established in the year 1954
under the SFC’s Act,1951 with the main objective of industrial development in
the region by extending credit to Tiny, SSI and Service Sector. AFC was
jointly promoted by IDBI and the Government of Assam including other

financial institutions/banks and public.

Assam Financial Corporation offers liberal Credit to MSME sectors, and other
specified sector for acquiring fixed assets like building, plant & machinery, and
working capital term loans under various scheme of the Corporation. The

maximum quantum of loan is Rs.1000.00 lacs per project for and the

minimum limit is Rs 5.00 lacs*. The Corporation also extends credit in joint

financing made with SIDBI/Commercial banks for large size projects requiring

higher investment.

The Corporation has started micro finance lending to MFIs as implementing
agency of Chief Minister’'s Micro Finance Schemes of Assam and also SIDBI
has allowed Micro financing by AFC but only through reputed MFIS/NGOs
vide their letter No. 6428/DFID/SFCs/AFC dated 05/02/2010,

01. Objectives of the Lending Policy

The Lending Policy aims to facilitate for delivery of the credit to the

prospective customers for healthy growth of the MSME sector in the State .

The broad policy objectives are enumerated below:

[l To assist industries in MSME Sectors to increase economic growth and

employment generation .

LI To help the existing SSI  sector, service sector acquire new
technologies and skills so as to compete effectively in the market place.

L1 To encourage SME sector to grow vertically and graduate, in the course

of time,  from micro to small scale and higher grades onwards.
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LI Lending to MFIS/NGOs involved in microfinance activities in the state of
Assam.

02. Strategy for achieving Policy Objectives.

LI Strive to put in place appropriate arrangement for timely sanction and
disbursement of loan .

L1 Providing need based consultancy services to the customers.

L0  Quick appraisal and rating of the projects applying Credit Appraisal and
Rating  Tools (CART)

[J Simplify Rules, Regulations and Procedures for hassle free and quick
approval of sanction.

L1 Cluster based financing policy.

L] Introduction of few new customer friendly schemes

03. Lending Norms: The core business of the Corporation is providing
credit facilities in the form of Long Term Credit Facilities to the prospective
entrepreneurs . The following norms are followed in consideration of credit

facilities by the Corporation.

*MAY BE RELAXED IN CASE OF ADDITIONAL LOANS or APPROVED BY BOD

i. Type of Project :
> All the projects (Green field, Expansion project, Modernization
Projects, Equipment Finance Projects, Technology up-gradation,
Diversification Projects) satisfying the definiton of MSME are

eligible for loans irrespective of the project cost.

ii. Activities for which Credit can be considered:
A. Manufacturing/Processing Industries
B. Service Sector
f Information Technology
' Nursing Homes and other service units.
1 Tourism Sector-Hotel,Restaurants, Tourist Resorts and
Amusement Parks

f Infrastructure Equipments
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f Commercial Complexes, Market Complex
C. Working Capital Term Loans to new units availing term loan
from the Corporation or existing profit making units
iii. Repayment Period:
Ranges up to 7 years and moratorium period ranges up to 2
years.
iv. Limit of Assistance
A. Proprietorship & partnership concern: Maximum limit for any
project is Rs. 200.00 lacs.
B. PVT. Ltd. Company and Co-Operative society: Maximum limit
is Rs 1000.00 lacs.
C. Minimum limit of assistance per project is Rs 5.00 lacs. In case
of the projects promoted by SC/ST entrepreneurs the minimum
limit is relaxed to Rs 2.00 lacs. In case of additional loan

proposals the ceiling of minimum limit will not be applicable.

v. Debt Equity Ratio Norms:

' DER norms for all projects will be 2:1 .with loan amount above
Rs.10.00Lacs and all loans upto Rs.10.00Lacs, the DER shall
be 3:1

1 In case of existing borrowing Concern of the Corporation with
good track record(Minimum 3 years) including our past clients
with satisfactory repayment record, the DER may be relaxed to

3:1,where the loan amount will be upto Rs.100.00Lacs

vi. Projects Promoted by entrepreneurs who availed

benefits under the settlement scheme of the corporation:

No financial assistance will be entertained to those entrepreneurs
who availed benefits under the settlement scheme of the
corporation or other banks/FIs within a period of 3(three)years
from the date of final settlement.The Corporation may entertain
viable proposals from such borrowers only after expiry of three

years from the date of final settlement under OTS.
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04. Thrust Arear For 2010-2011:

Industries based on by-products of Refineries.
Microfinance activities

Industries based on locally available minerals.
Processing of plantation crops.

Food processing industries.

Agri-Horticulture products based industries.
Herbal products.

Biotech products.

Pharmaceuticals.

Chemical and Plastic based industries.

Export oriented industries.

Electronic and IT base industries including services sector.
Sericulture related industries.

Cane and bamboo based industries.

Other handicrafts industry.

Industries set up in the EPIP, Agro Food Park.
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Hatchery.

a. IT Sector

! Call centres

 Back- office processing
b. Tourism

1 Hotels and Resorts

1 River Cruises

1 Adventure Tourism
c. Agro- Horti & Food Processing Sector
Export oriented industry on fruits and vegetables.
Spice & aromatic products based unit.

Floriculture, medicinal and herbal plants.
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Joha rice, Basmati Rice processing and Rice mills for the project
promoted by promoter having existing rice milling activity with

satisfactory performance.
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d. Promotion of Bamboo Industries

1 Bamboo boards, flooring, furniture
1 Bamboo corrugated sheets

§ Construction material
05. Applicability of Lending Policy:

The lending policy is applicable to the first generation/2"d generation
entrepreneurs and for new projects. The lending policy is also
applicable to the existing promoters going in for
expansion/modernization and/or diversification of their activities into

other lines of activities.

06. Security Norms:

' The loan shall be mortgaged by creating first charge over the
land, building, Plant & Machinery, Hypothecation of stock. The
security margin taking into consideration land and building and
depreciated value of plant and machinery at the end of
liquidation only for purpose of calculating security shall be
minimum 30 %.( 50% in cases where lending is made to high
depreciated units like electronics etc). Liquidated value of plant
and machinery in the year of liquidation of term loan will be
considered for security.

 For projects in Industrial Estates/Growth Centre/etc the
Collateral Security margin shall be minimum 30% in the form of
land, building.

f Liquid Security in the form of FDR/NSC/LIC (Surrendered value)
of minimum 5% of the loan shall be obtained. However this may
be waived in case of those units which had repaid their dues to
the Corporation on time or units with very sound credit

worthiness.
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06. Rate of Interest:

The rate of interest of loans will be determined by credit risk rating of the
loans . The present prime lending rates of interest of for various sectors the

Corporation are as below.

a. SME sector, Hotel, Nursing Homes, 12% p.a
b. Commercial complex and all other not included in (a) 13% p.a

c. Working capital term loan 1% more than term loan rate

Exposure Norms

The Corporation proposes to continue exposure limit of its advances as below
for the FY-2010-2011.

1. Unit-wise exposure limit : 15% of the total annual sanction Target.

2. Sector-wise exposure limit:  40% of the total Annual Sanction Target.

Debt Equity Ratio Norms: Debt Equity Ratio for various schemes

will be as below.

S.L No | Schemes Maximum DER
1 Medical Professional* 3:!
2 Equipment Finance* 4:1
3 All loans to existing or past borrowers | 3:1

of AFC with good credit track record of
minimum 3 years (Upto loan amount
of Rs.100.00Lacs)

5 All other Schemes 2:1.
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