GOVERNMENT OF KERALA

Abstract

Industries Department — Implementation of the Kerala Stressed MSMEs
Revival & Rehabilitation Scheme - Administrative Sanction Accorded - Orders
issued.

INDUSTRIES (B) DEPARTMENT
G. O. (MS) No. 38/2018/1D Dated, Thiruvananthapuram : 15.05.2018 -

Read: 1) Letter No. PMP1/5215/2018 dated 19.04.2018 from the Director of
Industries and Commerce.
2) Minutes of Departmental Working Group Meeting held on 20.04.2018

ORDER

The scheme - Revival of MSMEs with Stressed Assets - aims to revive
Micro, Small and Medium Enterprises in Kerala that suffer due to stressed
assets and thereby safeguard employment and investment and to instill
greater confidence among entrepreneurs to undertake innovative projects in
Kerala. A key feature of the scheme will be “ Kerala MSME Revival Trust
Fund” which will have a corpus fund of Rs.100.00 Cr, a part of which will
come from the State Government and the balance from the consortium of CO'},{;{
operative Banks. An outlay of Rs 300.00 Lakh is provided for this scheme in
the Budget 2018-19 as State share. Hence, vide the Director of Industries and
Commerce's proposal read as 1% paper above, Government is requested for

Administrative Sanction for implementing the project.

Vide the reference read as 2™ paper above, the Departmental Working
Group has considered. the proposal and recommended to issue of
Administrative Sanction for an amount of Rs. 300 lakh under the head of
Account 2851-00-102-33(P) subject to the condition that the scheme to be
operatlonahsed based on the guidelines.

In the circumstances, Government have examined the matter in detail
and are pleased to accord Administrative Sanction for the implementation of
the scheme - 'Revival of MSMEs with Stressed Assets' at an estimated cost of
Rs. 300 Lakh( Three Hundred Lakh only ) by meeting the expenditure from.
the Head of Account 2851 00-102-33(P) from the current year's budget
provision.

Industrial Extension Officers (IEOs) belonging to District Industires
Centers (DICs) will identify MSMEs with stressed assets based on specific
guidelines under the monitoring of an Expert Committee. The Committee



will comprise General Managerl, DIC, Members from financial institutions
and experts in various areas related O the business ( including finance,
technology and marketing). At district level MSME Development
Committee ( which may be called “Vyvasayamitra” ) will also be formed,

with District Collector as the Chair and GM, DIC as Convener.

The guidelines of the scheme are annexured to this order.

The Director of Industries and Commerce will draw and disburse the
amount in due course. .

By Order of the Governor)

K.RADHAKRISHNAN |
JOINT SECRETARY TO GOVERNMENT.

To:-
J}k(e Director of Industries and Commerce, Thiruvananthapuram-
The Principal Accountant General (Audib), Kerala, Thiruvananthapuram.
The Accountant General (A&E), Kerala, Thiruvananthapuram
The District Treasury Officer, Thiruvananthapuram-
The Finance Department
The Planning and Economics Affairs Department
Industries (J)Department
Information and Public Relations (Web & New media) Department
stock File/Office Copy.

Forwarded/BY Order,
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APPENDIX

The Kerala stressed MSMEs Revival & Rehabilitation Scheme
( Guidelines )
1.0 Introduction

Industrial sickness leads to problems, such as unemployment,
revenue loss to the State and Central Government, reduced flow of
institutional finance, increase in non-productive assets etc. The factors
responsible for sickness in small scale industries may include obsolete
technology, non-availability of skilled manpower, poor management,
diversion of funds, lack of entrepreneurship/professionalism, marketing
problems etc. Industrial sickness is an integral part of the process of
development. Hence, it is desirable to take effective steps by the
Government and other agencies concerned for timely detection of sickness
at its initial stage. .

There is need to formulate a comprehensive package for revival of
viable sick MSMEs in Kerala. With this in view, scheme called “The Kerala
stressed MSMEs Revival & Rehabilitation Scheme, is introduced as under:

2.0 Background |
The Government of Kerala launched an umbrella scheme namely
Entrepreneurs Support Scheme and being implemented through Department
of Industries & Commerce, by merging all the existing schemes, with effect
from 01/04/2012.

Government of Kerala, vide G.O(Ms) No.113/88/ID dt.28.07.1988,
G.O(Ms)No.136/89/ID dt.02.09.1989 and G.O(P)N0.115/2005/ID
dt.25.08.2005, had launched sick unit Revival Programme and implemented
through the Department . At present the scheme is not in existence and the
SURP is not seen merged with ESS. As per the data collected by Geo Tagging
under the ongoing vyavsaya Jalakam project implemented by Industries




3.0 The Scheme

This scheme shall be known as “The Kerala stressed MSMEs Revival &
Rehabilitation scheme.

4.0 Objectives

assets into productive assets.
5.0 Definitions

The definitions for the terms mentione

the purpose of this scheme and not applica
5.1 Stressed MSME:

d in this manual are used only for
ble elsewhere.

As per the latest Notification of Reserve B

ank of India, an MSME can be
treated as stressed if:-

(a) Principal or Interest payment not overdue for mo
account showing signs of incipient stress

(b) Principal or Interest payment overdue between 31 - 60 days

re than 30 days but



(¢} Principal or interest payment overdue between 61 -90 days
This may vary in accordance with the guidelines issued by Reserve Bank of
India time to time.
5.2 Sick Unit _
An MSME should be considered sick if

a) Any of borrowal accounts of the unit remains substandard for more than six
months i.e. principal or interest in respect of any of its borrowal accounts has
remained overdue for a period exceeds one year or more. The requirem'eni: of
overdue period one year or more will remain unchanged even if the period for
classification of an account as sub-standard, is reduced in due course;

Or ‘

b There is erosion in the net worth of the unit, which is to the extent of 50 per
cent of its net worth due to accumulated cash losses during the previous
accounting year;

And

€) The unit has been in commercial production for at least two years for
closed units and one year for working units.

5.3 Closed Unit v o

An MSME is referred as a closed unit, if the unit has been in commercial
production for at least two yeafs before its closure, and it has remained closed
continuously for a pe'riqd of 6 months. This must be su_pporté'd"with ample proof such as
electricity disconnection due to closure or the prescribed return of commercial tax for this
period has been nil or é’hy other reason as the expert committee may deem fit.

5.4 Accounts .

Accounts would"'mean such audited accounts of the ‘units, which it has been
reported to the Regi}str'a‘f of Companies or which are audited by a Chartered
Accountant.

5.5 Net Worth



In case of a limited company, net worth means the sum total of paid up

capital and free reserves. In case of a partnership/propriety concern net worth
means the sum total of partners’ /proprietor’s capital and free reserves.

5.6 Free Reserves

Free Reserves means all reserves created out of profit and share premium
account but does not include reserves created out of revaluation of assets,
written back depreciation under amalgamation provisions.

5.7 Potentially Viable sick unit

A sick unit can be considered as Potentially Viable if it would be in a
position, after implementing a relief package spread over a period not exceeding
five years from the date of commencement of package from banks, financial
institutions, Government (Central/State) and other agencies concemned, as may be
necessary, to continue to service its repayment obligations as agreed upon
including those forming part of the package without the help of concessions after .
the aforesaid period.

5.8 Dues payable

Means amounts outstanding as dues to all statutory authorities, such as
Commissioner of Commercial Taxes, Collector of Customs and Central Excise,
Commissioner of Income Tax, Statutory dues under various Labour Laws, Regional
Provident Fund CommiSsionér, KSEB or such other authorities which have legal
authority to receive pa_ymen‘t from the unit.

5.9 Appraisal Agency - Expert Commitee

“Expert Corhmittee is the committee constituted to appraise the vi‘é'bility of
the sick ‘unit with thé_ consent of the financing institution/bank and the District
Level Rehabilitation Committee called * Vyavasayamithra. |

5.10 Sanctioning Authority



this Committee.
6.0 Eligibility for applicants

a) MSME in the Manufacturing Category and set up in the state.
b) Does not come under Negative Lijst
) Must have filed EM part 1i/uam

d) Must come under the definition of Sick Unit and
e) Must be Potentially Viable to be revived or restructured based on a
definite Reviva| Project Report.



8.1 Restructuring of existing loan account

If the bank is willing to restructure the existing loan account and extent
additional term loan/working capital loan based on the Revival Project
recommendations of the Expert Committee, the unit is eligible for the

a)

.b)

following one time Assistances. These assistances are also eligible for self
financed units availing term loan/working capital loan as part of the Revival
Package recommended by.the Expert Committee. ‘

Margin Money Grant

50% of the margin insisted by the bank/Financial Institution towards
additional working capital loan and term loan, will be payable as Grant
Assistance limited to Rs 2 lakhs.

Interest Subvention Assistance

To provide a financial assistance in the form of interest subvention on a
reimbursement basis for the additional term .loan and additional working
Capital loan availed by the units based on the Revival Project Report
recommended by the expert committee. The interest subvention is 6% per
énnum subject to a maximum amount of Rs 1 lakh. The interest subvention
iks limited for one (first) year on the loan sanctioned by the financial
institution/bank. The component of interest to be reimbursed shall be
projected by the financial institution/bank to the committee, Vyvasyamithra.
50% of the 6% interest subsidy shall be released within 60 days from the
date of release of the loan from financial institution/bank. The second
instaliment ie. balance 50% of interest subsidy eligible for the 1%t yéar shall
be paid after the completion of 12 months period of successful running of
the unit and shall be based on a report from the concerned financial
institution/bank with rega'rd to the performance of the unit. The interest



subvention amount shall be released to the loan account of the unijt,
8.2 Restart Expenses
The following one time assistances shall be payable as Re-start expenses
based on the Revival Project recommendations of the Expert Committee.

a) In cases where no term loan is availed for the purchase of brand new
additional/balancing plant & machinery,” 50% of the cost of
Additional/Balancing Plant and Machinery limited to Rs 1.50 lakhs will pe
payable as one time assistance.

b) 50% of the'cost incurred for the inevitable repair and maintenance of
existing Plant and Machinery and Building limited to Rs 1.00 lakh will be
reimbursed.

8.3 Clearance of Statutory Dues
The'follojwing assistances shall be payable for clearing the Statutory
Dues for thé unit based on the Revival Project recommendations of the
Expert Committee.

If there is statutory dues -existing for the unit related to the 'agencies like
KSEB, GST/Commercial Tax, Excise, Pollution Control Board etc. 50% of the
dues limited to Rs 40,000 shall be payable as one time assistance.
8.4 Cost of Revival Project Report |
1. Cost of preparation of RPR will be reimbursed @100%, Rs.10,000/- per
unit. ' -
2. The maximum assistance admissible for each unit, all reliefs and
" assistances put together, under the scheme will be limited to Rs. 5 Lakhs
9.0 Procedure for Applying and Sanctioning the Assistance |
(i) Those industrial units who satisfy conditions as given in clause 6 may
forward application through their financing agency if any or directly to
the General Manager, District Industries Centre concerned in the
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prescribed form. Self financing units can apply for assistance directly to
the concerned General Manager. Acknowledgement shall be given on
receipt of the application.

(ii) The financing agencies may forward cases of viable sick units to the
General Manager, District Industries Centre concerned with their
recommendations on rehabilitation paci<age. If there is more than one
financing agency, the General Manager may get clearance from all
other financiers, if found essential. The General Manager shall maintain
a register for assuring the seniority of applications which are received
with all supporting documents, with date and time.

(iii) The General Manager' forward the proposal along with Revival Project
Report, Recommendation from the financial institution if any and other
documents to the Expert Committee constituted for appraisal of the
proposal. The Expert Committee appraise the proposal and with clear
recomméndatio'n, Whet'hve_r the proposal can be considered for
assistance or not, based on the guidelines of this scheme and shall be
handed over to the General Manager. General Manager shall prepare a
sen|or|ty I|st of

recommended applications for revival based on the seniority in the
application register. |
(iv) With the appraisal and recommendatlons of the Expert Committee, the
General Manager shall place the proposals of potentially viable sick
units, in the District Level Rehabilitation Committee called
‘Vyavasayamlthra ‘This committee is responsible for sanct ')nmg ‘the
eligible assistance based on the guidelines of this scheme. The
Assistances sanctioned by the "Vyavasayamlthra" shall be released to
the applicant by the General Manager after executing agreement in
stamp ‘pap'er by the applicant. The releasing of assistance shall be
strictly based on the seniority list prepared.
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10.2

Powers and Services offered by Different Committeevs
Expert Committee

eligible on preliminary scrutiny will pe forwarded to the Expert
Committee. The Expert Committee make appraisal on the proposal and

(i) General Manager, DIC - Chairman

(ii) - Manager (Credit), DIC - Convenor

(iii) Lead District Manager - Member

(iv) Concerned Bank Managers - Members

(v) One Project Consultant to be Nominated 'by Vyavasayamithra |
(vi) One Expert (Technocrat) preferably with €xperience in

production ang fnarketing to be Nominated by
Vyavasayamithra,

(vii) Quorum of the committee shall pe 4,

consists of:-



1.
2.
3.
4.
5.
6.

~

10.

10.3

. decision of the District Level Committee

A

11.0
(i)

District Collector -
General Mahager, DIC -
Lead Bank Manager -
District President KSSIA -
District Manager, KFC - -
Representative of concerned

financial institutions/Banks -
Deputy Chief Engineer, KSEB -
. Deputy Commissioner, GST _ -
. Representative of MSME DI Thrissur
Quorum of the Committee shall be 5.

State Level Rehabilitation Committee

Chairman

Convenor
Member
Member
Member

Members
Member
Member
Member

There will also be a State Level Rehabilitation Committee consisting of the
following members to consider the appeal filed by applicants against the

“Vyavasayamithra”. The

committee will consists of the following members

1. Director of Industries and Commerce - Chairman

2. Additional Director of Industries and Commerce - Convenor
Managing Director, KFC - Member
State President, KSSIA -  Member
Two Representatives of Commercial Banks - Members
State Level Bankers Committee or representative - Membet™

7. Quorum of the Committee shall be 4.
Obligation of the applicant unit

The applicant unit shall provide all required details in time and declare



such information as to be trye,

(i) The applicant ynit shall provide Clarification if any sought by
Vyavasaya mithra.

(iii) The applicant unit shall utilize the amount received as assistance only
in the manner agreed upon. ,
(iv) The applicant units thys revived sha|| restart within one month of the

(v) Units becoming sick on account of willfy mismanagement, willful
default, Unauthorizeg diversion of funds, dispute among
Partners/Promoters etc. should not pe considered for rehabilitation,

12.0 General Provisions

14.0 Appeals



The State Level Rehabilitation Committee is competent to dispose the

appeals, if any, received in the prescribed format against the orders of the
District Level Rehabilitation Committee and even competent to reconsider the
decision of the District Level Rehabilitation Committee. The State Level
Committee is also competent to issue clarifications wherever necessary in
respect of the Scheme. The Appeals shall be filed within 90 days from the date of
issue of orders of the General Manager, DIC/District Level Committee at the
office of the Convenor of the State Level Committee concerned. No appeal after
this period will be entertained. ‘The Convenor shall place the case before the
Committee after getting the views of the recommending authority, if found
necessary The appeal shall be disposed of, as far as possible, within three
- months from the date of receipt of appeal after giving the appellant an
opportumty of bemg heard wherever necessary.

Annexure I
Appllcatlon for Assistance under The Kerala stressed MSMEs Revival &
Rehabilitation Scheme

1 Name of Enterprise

2 'Ad.'_'dre's_s of the Enterprise

3 | Contact Number

-4 Name end address of the applicant

5 Udyog Aadhaar/ EM part Il No.




Constitution of the Unit

6 (Proprietory/Partnership/Company/Society/
Others)
7 Date of Commencement of the Unit
8 Activity/Products manufacturing
9 Date from which enterprise identified as
sick by bank
10 | Name of Bank and Branch
11 | Details of Investment (Rs in Lakhs)
i | Plant & Machinery
i ‘Other fixed assets
iii | Electrification
iv | Essential ofﬁce‘ equipments
Total
12 | Total No.of employees in the unit
13

Benefits applied for

14

Total Assistahce Claimed

i



Declaration

I have read the rules of the scheme and undertake to abide by all the provisions herein. Also
submit that | have not availed any grant/assistance from Government of Kerala, Government
of India or any other Institutions earlier for the same purpose. | declare that the facts stated

above are true to the best of my knowledge and belief. '

Place Signature

Name of the

Date promoter/employer

Annexure 2

NEGATIVE LIST*

Negative list - List of units which are ineligible for any financial assistance/loan/exemption/subsidy
from the state Government.

1. Photo Studios and Colour Processing Centres.

2, Breweries and Distilleries of all types



Saw mills

4, Soap Grade Sodium Silicate
Asbestos processing except units in respect of which the quantum of asbestos used in the
production process is less than 25% and environmental and occupational health hazards have
been taken care of to the satisfaction of authorities concerned

6 Metal Crushers including Granite Manufacturing units

7 All types of Steel Re-rolling mills, Units manufacturing Iron ingots

8. Calcium Carbide

9 Cement manufacturing except units manufacturing cement from fly ash

10.  Potassium Chlorate

11. Cashew industrial units

12. Power intensive units based on electro thermal/electro chemical Processor units where total

power requirement exceeds 5000 KVA of contract load or where the cost of power is more than

33% of cost of production of the jtems manufactured except where the units generate their.

p'ower.reqilirement in excess of 5000 KVA of contract load by own captive power.

*As amended from time to time

Annexure 3 -

Enclosures

1 | Copy of EM Part l/UAM

2 Coﬁpy of Re}‘\'/i»val Projéct Report

3 Copy of sanctio‘n letter for Additional Loan, if any

4 | Proof of new investment, if any

5 Copy of Photo ld’en'tity Proof of the Promoter/Promoters

Self attested copy of partnership deed/Memorandum and
6 | Articles of Asso”ciation/Bye-la}ws in case of units other than
proprietory . _




N
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7 Self attested copy of registration certificate from Registrar of 1
Company/Firm/Society of units other than proprietory g

8 Self Attested copy of resolution towards applying for this
assistance in case of units other than proprietory

9 Copy of balance sheet of last 2 years

10 | Details in support of benefits applied for

Annexure -4

Form of Agre,ehient for The Kerala stressed MSMEs Revival &
SRR Rehabilitation Scheme
(to be executed by the applicant unit in stamp paper of Rs. 200/-)

THIS AGREEMENT‘i's-"evx‘ve»'c’_uted on this the day of ...cooovvvineni Two thousand
..................... B | between Sri/Smt.
e, aeedd e (Here enter address) M/s
SRR TR R ~ with - Udyog Aadhar ‘Registration/EP  Part |

Ack_ndwlegment No ....... ;..,.,..datéd ........................... and haVing its
Registered office at (Door No and Address) ...
(here in after call ‘the grantee’) in favour of the Governor of Kerala (here in after
called the ‘Government’) - - |

WHEREAS the above unit has applied for the assistance under “The Kerala
stressed MSMEs Revivai & Réhabilitétion Scheme” for Revival of MSMEs with
~ stressed Assets ,befor‘e‘Govemment. | |
AND WHEREAS on t'h'e”(m;it’s' request and as per order No ............. e of
the General  Manager, - District Industries Centre
................................. e (here in after called the ‘letter of
sanction’ which shall: form part of this deed as if incorporated herein) the

Government have agreed to sanction an amount of Rs. ....................... (Rupees



only) (the receipt of which the grantee hereby admits

and acknowledges) subject to the conditions contained in the letter of sanction
and also subject to the terms and conditions herein after appearing.

NOW THEREFORE THIS DEED WITNESSETH AS FOLLOWS:
1) The grantee shall perform all the terms and conditions contained in the

letter of sanction and the said rules and those conditions which are
applicable to the grantee according to the p'rovisions of Kerala financial
Code or such other rules as may be framed hereafter in substitution for or in
addition to the said code.

2) The grantee shall assure that the unit thus revived shall restart within one

3)

month of the date of receipt of financial assistance and shall be under
obligation to function continuously for a further period of 5 years.

The grantee shall refund the entire subsidy amount with interest @ 14% per
annum from the date of receipt of the same, on issue of registered demand
notice to the unit by the General Manager, District Industries Centre on
grounds of obtaining subsidy by mis-representation, forgery or deception.
All amounts due to Government under this provision shall, in case of
default, be recoverable as if they are arrears of land revenue under the
provisions of the Revenue Recovery Act or in such other manner as
Government may deem fit.

4) The executants here of on behalf of the grantee hereby declare that they

have full power and authority to execute this deed as per resolution
......................... dated ........coovevnnnnn,

IN WITNESS WHERE OF ............... S P grantee have
here unto set hls/her hand on the day, month and year first above written.

Signed by....ccueviiiieiiiiieeecie e



In the presence of witnesses:

1)

2)



