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MINISTRY OF CONSUMER AFFAIRS, FOOD AND PUBLIC DISTRIBUTION
(Department of Food and Pubtic Distribution)
NOTIFICATION
New Delhi, the 7th December, 2007

No. 1{5)/2087-S.P.-1L.—The Central Government, with a view to improve the liquidity position of
sugar factories for enabling them to clear cane price arrears of 2006-07 sugar season and cane price of 2007-08
sugar scason relatable to Statutory Minimum Price for respective sugar season to the sugarcane farmers,
hereby notifies the **Scheme for Extending Financial Assistance to Sugar Undertakings, 2007” as under:—

i. Eligibility: Ali sugar mills which have been functional / will be functional during
2006-07 and 2007-08 sugar seasons. The NPA units are also covered under the

scheme provided the State Government gives guarantee for their new loans.

2. Purpose of loan: The loan will be sanctioned for clearance of cane price arrears
of 2006-07 sugar season and cane price of 2007-08 sugar season relating to the
Statutory Minimum Price (SMP) fixed / to be fixed by the Central Govemment.
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3. Extent of loan: ‘Loan will be granted equivalent to the notional Central Excise
duty payable on total p_roductibn of sugar during 2006-07 and 2007-08 sugar
seasons. The Central Excise duty shall be net of Sugar Cess. In case a company
has availed Cenvat,' the sﬁga|r undertaking may avail the loan against such Cenvat
amount also.

The loans will be sanctioned by the Working Capital bank/ banks, including
cooperative banks. In case of multiple/consortium banking, the loan would be
shared by all lending banks/rnembers in proportion to their sanctioned WC limits.
All banks are required to take up their respectivé share,

4. Security: There would be residual chérge on Fixed Assets of the sugar
undertaking. Personal Guarantee of the promoters shall be extended to cover this
facility also, if already obtained for existing Working Capital Facilities. In view of
the urgency of payments of cane dues, the disbursement of the loan should be
made pending creation of security, which should be created Within 3-4 months
from the date of first disbursement. Lenders/ banké who are having charge on
fixed assets of the said undertaking should provide NOC to the financing bank
without any delay, i.e., not later than 60 days. However, an undertaking from the
Sugar Mill may be obtained which will be valid upto the time the security is
created.

5. Rate of interest: Full interest subvention shall be provided to all Scheduled
Commercial Banks, Regional Rural Banks and Cooperative Banks for the total
duration of the loan, i.e., 4 years including 2 years moratorium. The interest
subvention will be limited to 12% per annum of which 5% will be met out of general
budget provisions of the Central Government and the reniaining 7% from the
Sugar Development Fund. The interest rate subsidy would be provided if this -
account is regular, i.e., the repayment of instalment of principal is made after the
expiry of moratorium. In case the party is not able to make repayment as per the
schedule approved in the beginning of the season, it will not be entitled for the
interest subsidy till it regularises the account to the satisfaction of the bank.
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However, once the account is regularised, it will be entitled to get the subsidy
again from the date of regularisation till the end of four year period. It is clarified
that borrower will be entitled for interest subsidy in the account as envisaged
irrespective of any irregularity in any other account. Bariks will debit interest on the
facility to the Sugar Mill's account and on receipt of the subsidy, the same shall be
credited to the Mill's account.

In case there is any delay in receipt of claim from the Department of Food and
Public Distribution, Government of India (DF&PD) (until and unless the claim is
rejected), it will not affect the asset classification of the account. No penal interest
will be charged on such amount. However, normal interest will be charged.

6. Disbursement: The disbursement shall be in a separate account and the
amount in the account shall be utilised for payment of cane price arrears of 2006-
07 sugar season and for cane price for the sugar season 2007-08 as in para 2
above.

7. Repayment: The loan shall be repaid in 24 monthly instalments after a
moratorium of 2 years. The instalments shall be recovered by way of suitable
“tagging” to be fixed by the bank every year in advance based on projected
monthly sales. In case there is any shortfall in repayment either because of fall in
actual production as compared to the projected production decided initiaily or due
to any other reason, it will be obligatory on the borrower to make the repayment as

decided by the bank in the beginning by bringing in funds from its own sources.

8. Documentation: Term Loan Agreement and Extension of Personal Guarantee
Agreement by the promoters, if applicable. The borrower shall also provide an
undertaking that the amount of ioan shall be exclusively utilised for payment of
cane price arrears of 2006-07 sugar season and cane price/dues of 2007-08 sugar

season.
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9. Modalities for reimbursement of interest to lenders: The Government shéll
appoint the following major banks as Nodal Agencles for the purpose of payment
of interest to commercial banks.

« State Bank of India

¢ Punjab National Bank

+ Bank of Baroda

« Canara Bank

¢ Indian Bank

NABARD shall be the Nodal Agency for cooperative banks and RRBs.

The DF&PD would be paying the interest subsidy amount of the current fi nanclal
year to the Nodal banks before the end of March, 2008.

From the next financial year, i.e., 2008-09, the estimated amount of interest for
each quarter shall be placed by the DF&PD with the Nodal Banks at the beginning
of the quarter on the basis of the indents placed by the lending banks. Each
lending bank will designate a Nodal Branch for the purpose. The lending branches
will lodge their claim in respect of monthly interest with the Nodal Branch by the 5"
of the succeeding month. The Nodal Branch will reimburse the interest to the
lending branch and make a claim from the Nodal Bank by the 15" of the month.
The claim will be reimbursed by the Nodal Bank through RTGS within a week's
time. Other detailed procedures to be followed will be as in case of TUFS
(Technology Upgradation Fund Scheme for Textile Industry)

10. Utilisation certificate: The lending branches shall obtain a certificate from the
Chartered Accountant regarding the correctness of the claim made and submit the
same to the Nodal Office of the bank for onward submission to the Nodal Bank.
Each lending bank shall also submit a utilisation certificate certifying that the loan
amount has been utilised for the purpose as specified in the scheme.

N.SANYAL, Jt. Secy.
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