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Agenda Item No. 1

Confirmation of the minutes of the 25th Meeting of the Steering Committee of
MSE-CDP.

Minutes of 25" Meeting of Steering Committee held on 28.1.2011, were
circulated on 11.2.2011 among the members of Committee. No comments have been
received. Minutes may, therefore, be confirmed.

Agenda Item No. 2

Review of decisions taken in 25" Meeting of Steering Committee.

this was not necessary and could be
deleted. Plantation survival rate not
less than 60%, needs to be prescribed.
State Govt. must revise proposal

S. Agenda Items Decisions Action Taken
No.
1 Observations of | After going through various proposals of | Letters have been
Secretary(MSME) soft interventions, Chairman stressed | issued to  Principal
that proposal for soft interventions | Secretary (Industries)
under MSE-CDP should include no. of |and MSME-DIs on
people trained, type of training, break- | 9.2.2011 for necessary
up of funds required and its activity | action in this regard.
wise cost, technical institution to be | Reports are awaited.
associated and expected outcome, both
tangible and intangible for each activity
to be undertaken.
2 Agenda Item No. 3 | Proposal was deferred as Implementing | Letter issued on
Proposal for | Agency / State Govt. is to submit an | 15.2.2011
upgradation of ID |impact analysis including, inter-alia,
Centre at  Athur, | expected outcome in terms of setting
District Karur, Tamil | up of new industrial units in and around
Nadu. industrial centre at Athur, District Karur,
proposed for upgradation.
Committee also observed that
administrative office size and kind of
facilities proposed were not
commensurate (much bigger) with
functional requirements of an existing
ID Centre having 94 units. State
Government should revise the proposal
appropriately.
3 Agenda Item No. 4 | Steering Committee advised that State | Letter issued on
Proposal for Setting | Govt. should submit time lines for | 15.2.2011
up of new industrial | completing earlier projects sanctioned
estate at | in Madhya Pradesh.
gre\glzli(alkhapa MDa:Ztr:chat Present proposal includes_, construction
Pra de,s h of a check-dam. Committee felt that
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S. Agenda Items Decisions Action Taken
No.
accordingly.
In the proposal, the price of plots is
rather exorbitant from the perspective
of MSMEs. State Govt. should revise
the proposal.
4 Agenda Item No.5 Estimated project cost included an | Proposal placed in this
Proposal for setting up | amount of Rs. 1.00 crore for building | meeting.
of Common Facility | and another Rs. 43.96 lakh for vehicles.
Centre (Solvent | Committee decided that State Govt /
extraction Plant for | SPV should provide justification with
Rice  Mill  Cluster, | break-up for the building cost. For
Keelapvoor, vehicles, an analysis may be undertaken
Ttirunelveli district | for outright purchase versus hiring of
Tamilnadu vehicles. The proposal may be placed
in the next meeting.
5 Agenda Item No 6:

Proposal for  soft
interventions in:

(@) Glass cluster,
Firozabad, U.P, OQil
Expeller and parts
manufacturing cluster,
Ludhiana, Punjab &
Cashew Processing
Cluster, Palasa,

Andhra Pradesh

(b) Machine Tools
cluster, Ludhiana
Punjab

(c) Edible Qil Cluster,
Adoni . District
Kurnool A.P

Proposals were deferred and
Implementing Agencies asked to
indicate number of people proposed to
be trained, type of training, break-up of
funds required and its basis of cost
activity-wise, technical institution to be
associated and outcome, both tangible
and intangible for each activity to be
undertaken.  For  Glass  Cluster,
confirmation of State Govt. for their
contribution in the project is required.

After discussions, committee approved
proposal for soft interventions in
Machine Tool Cluster, Ludhiana at a
total cost of Rs.20.05 lakh with Gol
assistance of Rs.14.63 lakh and SPV
contribution of Rs.5.42 lakh.
Implementing agency should submit
detail activity wise action plan and
expected outcome in quantitative and
qualitative terms with basis of cost
estimates.

After discussions, committee approved
proposal for soft interventions in Edible
Oil Cluster at a total cost of Rs. 18.40
lakh with GOI assistance of Rs. 14.16
lakh and State Govt / stakeholders
contribution of Rs. 4.24 lakh.
Implementing Agency should inform
about number of people proposed to be

Letters issued to
respective clusters.

Letter issued to State
Govt. on 17.2.2011 to
forward revised action
plan and expected
outcome.

Letter issued on
11.2.2011 to provide
information as
mentioned in minutes
and name of funds
receiving agency
alongwith bank details.
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Agenda Items

Decisions

Action Taken

(d) Terracota cluster,
Dhubri, Assam

(e) Jewellery Cluster,
Nagaon

(f) Powerloom Cluster,
District Jabalpur
Madhya Pradesh

trained, break-up of funds required and
its  activity-wise  cost,  technical
institution to be associated and
outcome, both tangible and intangible
of the activity to be undertaken.

After discussions, committee approved
the proposal for soft interventions in
Terracota cluster, Dhubri for a period of
18 months at a total cost of Rs. 18.16
lakh, with GolI assistance of Rs. 16.11
lakh, State Govt / Cluster Actors
contribution Rs. 2.05 lakh contribution.
A minimum of 10% of cost of soft
interventions is to be borne by
Association.  Implementing  agency
should submit number of people
proposed to be trained, type of training
to be given, break-up of funds required
and its activity wise cost, technical
institution to be associated and
outcome both tangible and intangible of
each activity to be undertaken.

After discussions, committee approved
proposal for soft interventions for a
period of 18 months at a total cost of
Rs. 18.50 lakh with Gol assistance of
Rs. 16.22 lakh, State Govt / Cluster
Actors contribution Rs. 2.28 lakh. A
minimum of 10% of cost of soft

interventions is to be borne by
Association.  Implementing  agency
should submit number of people

proposed to be trained, type of training
to be given, break-up of funds required
and its activity-wise cost, technical
institution to be associated, and
outcome both tangible and intangible of
each activity to be undertaken.

After discussions, committee approved
the proposals for soft intervention,
Jabalpur at a total project cost of Rs.
23.40 lakh with Gol contribution of Rs.
15.73 lakh and State Govt / PSU and
SPV contribution of Rs. 7.67 lakh.

Letter issued on
11.2.2011 to provide
information as

mentioned in minutes.

Letter issued on
11.2.2011 to provide
information as

mentioned in minutes.

Letter issued to State
Govt on 11.2.2011
regarding commitment
of contribution from
State Govt / PSU.




S. Agenda Items Decisions Action Taken

No.

6 Agenda Item No. 7: | Proposals for conducting diagnostic | Letter issued to State
Proposal for | studies in five clusters, namely, (i) | Govt. to indicate bank
conducting Diagnostic | Leather and Leather Products Cluster, | details and register on
Study in respect of 06 | Manesar, Gurgaon, (ii) Footwear | CGA website.
clusters proposed by | Cluster, Bahadurgarh, (iii) Ready-made
Govt of Haryana,. Garments  Cluster, Gurgaon, (iv)

Foundry Cluster, Samalka and (v)
Kitchen Utensils Cluster, Jagadri were
approved with Govt of India financial
support of actual cost or Rs.2.50 lakh
whichever is less for each cluster. For
Auto/Tractor parts cluster, Panchkula,
Committee advised to go through study
conducted by SIDBI and comeback if it
is felt that it is necessary to supplement
this study.

7. Agenda Item No. 8: | After discussions, committee approved | Letter issued on
Proposal for training proposal for training of officers of DICs | 17.2.2011 to MSME-DI
of 21 officers of DICs | of Govt of Punjab with Govt of India | to forward schedule of
of Govt of Punjab assistance of Rs.0.75 lakhs. the training
functioning as CDEs in programme.
the respective
clusters.

8. Agenda Item No.9 | Not discussed.
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Agenda Item No. 3

Proposal for Establishment of Common Facility Centre (Solvent Extraction
Plant) Cum Laboratory & Testing for Rice Mill Cluster, Keelapavoor,
Tirunelveli District, Tamilnadu.

1. Proposal was placed in 24" Steering Committee Meeting of MSE-CDP held on
24.12.2010 under the Chairmanship of Secretary (MSME). Director Industries and
Commerce, Govt of Tamil Nadu alongwith Members of SPV and Consultant made a brief
presentation of proposal for setting up of Common Facility Centre for establishment of
Solvent Extraction Plant cum Laboratory and Testing for Rice Mill Cluster, Keelapavoor,
Tirunelveli District, Tamilnadu. After discussions, Committee observed that amount of
Term loan to be taken by SPV is less i.e. only Rs. 10.00 lakh and proposal has been
appraised by Canara Bank, Tenkasi. Therefore, Committee deferred the proposal and
asked the State Govt / SPV to get proposal appraised by SIDBI.

2. Proposal with appraisal from SIDBI was again placed in 25" Steering Committee
Meeting of MSE-CDP held on 28" January 2011 under the Chairmanship of Secretary
(MSME). The details of the proposal submitted in the 25" Steering Committee Meeting is
enclosed as (Annexure - A at Page 22-26). After discussions, committee asked for
the following:-

a) Justification with breakup for the cost of building included in the project and
b) Analysis for outright purchase of vehicles versus hiring of vehicles.

3. Status of CFCs approved in the State of Tamilnadu:-So far, under MSE-
CDP 13 CFCs have been approved out of which 06 have been completed. (Details
enclosed as Annexure - B at Page 31-32).

4. Justification Provided by MSME-DI, Chennai regarding estimate for
Building and having own vehicles versus hiring of vehicles:-

4.1 Estimate for Building :- SPV has informed that total 14700 sq. ft. built up
area will be constructed, the break up of which is given below:-

Main plant : 1500 sq. ft. (including 6 RCC Columns on which the
solvent extraction will be built)

Storage Godown : 12000 sq. ft.

MD Room'’s : 200 sq. ft.

Office Room : 600 sq. ft.

Testing lab : 400 sq. ft.



The total estimated cost of the construction comes to Rs. 102.00 lakh (round of
to Rs. 100.00 lakh), the average cost of construction is Rs. 680 per sq. ft. which
is on the higher side (Details at Annexure - C at Page 33-38) (In another
proposal of CFC from Government of Tamilnadu at Agenda Item 4 the average cost of
construction is Rs. 540 per sq. ft.). Therefore, building cost has been re-calculated as
Rs. 79.38 lakh (area 14700 sq. ft. @ Rs. 540 per sq. ft.)

4.2 Justification of having own vehicle verses hiring of vehicles:- On
examining the justification provided by SPV it is observed that vehicles will be used for

a) Transporting the Rice Bran from units to CFC and
b) Transporting the Deoiled Bran (DOB) and Crude QOil from CFC to units

For transporting the material the units should make their own arrangement and
as this is not part of the CFC. Hence the cost of vehicles amounting to Rs. 43.96 lakh
may be deleted from the project cost. Proposed and recommended project cost
is as given below:-

(Rs. in lakh)
S. No.| Particulars Proposed Recommended | Remarks
1. | Land & Site development 34.00 34.00
2. Building 100.00 79.38 Reduced Rs.
20.62 lakh
3. Plant & Machinery 573.10 529.14 Reduced Rs.
43.96 lakh for
vehicles
4, Misc. Fixed Assets 5.00 5.00
5. Preliminary expenses 5.00 5.00
6. Pre-operative expenses 5.00 5.00
7. Building 2% 2.00 1.60
8. Plant & Machinery 5% 28.66 26.46
9. Margin money for 5.00 5.00
working capital
Total 757.76 690.58
Means of finance are:
(Rs. in lakh)
Sl. Source Proposed Recommended
No.
1. Gol 512.32 (67.61%) | 466.03 (67.49%)
2. Govt. of Tamilnadu 75.78 (10.00%) 69.05 (10.00%)
3. SPV 159.66 (21.07%) | 145.50 (21.07%)
4, Bank Term Loan 10.00 (1.32%) 10.00 (1.44%)
Total 757.76 (100%) | 690.58 (100%)




5. Proposal for consideration of the Steering Committee :- Based on the
justification given above and presentation made earlier in the 24" SCM and

25 SCM, the proposal is recommended for consideration and approval of the
Steering Committee for setting up of Common Facility Centre (Solvent
Extraction Plant) Cum Laboratory & Testing for Rice Mill Cluster, Keelapavoor,
Tirunelveli District, Tamilnadu at a total project cost of Rs. 690.58 lakh with
Govt of India assistance Rs. 466.03 lakh (67.49 % of project cost) Rs. 69.05
lakh State Govt. contribution (10.00% of PC) and Rs. 145.50 lakh SPV (21.07
% of PC) & Rs. 10.00 lakh Bank loan (1.44 % of PC).
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Agenda Item No. 4

Proposal for Establishment of Common Facility Centre (CFC) for Engineering
Cluster (Auto Component), Hosur, District Krishnagiri, Tamilnadu.

Additional Chief Secretary, Govt. of Tamilnadu has forwarded a proposal for
setting up of CFC in Engineering Cluster (Auto Component), Hosur, District Krishnagiri,
Tamilnadu under MSE-CDP.

As per the modified guidelines of MSE-CDP proposals for CFC and Infrastructure
Development Projects are to be approved in two stages: In-principle approval and Final
approval. In this case the proposed Common Facility Centre fulfills all the conditions for
final approval as given below, therefore, proposal is placed before the steering
committee for final approval of the project.

1. Basic information:

a) Formation of SPV and Trust Building:- M/s Hosur Small Micro Engineering
Components Private Limited is the Special Purpose Vehicle (SPV) promoted by
the members of the HOSTIA, an association for the small and Tiny industries at
Hosur. It was incorporated on 5.10.2009 as a private limited company under
the Companies Act 1956.

b) Land procured and registered in the name of SPV:- The proposed CFC
will be built on a land of 5 acres at Hosur. The total estimated cost of the land
is Rs. 50.0 lakh. SPV has purchased land of 1 acre and 83 cents and registered
in the name of the SPV.

c) Submission of appraised DPR:- The appraisal report of the CFC proposal
has already been obtained from Punjab National Bank, Hosur. Punjab National
Bank has also issued in-principle sanction letter for the term loan and working
capital facilities of Rs. 85.00 lakh.

d) Details of share holding of the SPV:- The company has got 40 members
contributing to the capital of the SPV.

e) Project specific account in schedule A bank: - The SPV has opened the
account in the Punjab National Bank, Hosur

2. Details of the proposal

(a) Brief information on the Cluster

i) Name of the Cluster : Engineering (Auto Components) Cluster

i) Location of the cluster : Hosur, District Krishnagiri, Tamilnadu

i) Cluster Age : Since 1975

iv) Implementing Agency : Tamilnadu Small Industries
Development Corporation Limited (TANSIDCO),
Chennai
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v) Product : Auto components, Structural fabrication,
Metal fabrication, Dies and Moulds,
Electrical items, Machine parts, Control
panels, Tools and press component, Rubber
and plastic components.

vi) No. of Units : 1500 (Micro-1200 & Small-300)

vii) Profiles of units : SC/ST-3%, Minority-6%, Women-20%
viii) Employment : 18000 no.

ix) Turnover : Rs. 550 crore

3. Status of CFCs approved in the State of Tamilnadu:- So far, under MSE-
CDP 13 CFCs have been approved out of which 06 have been completed. (Details
enclosed as Annexure — B at page 31-32)

4. The brief information of the proposed CFC:- The proposed CFC will consist
of:

» A Common Metal Processing (De-coiling) centre with facilities to cater to the
need of De-coiling, straightening, pickling and shearing. There is no De-coiling
facility at Hosur.

» Testing cum calibration centre with - Testing facilities (Chemical, Mechanical and
Physical) and Lab for calibration services for the cluster members.

» A Training centre for skill up-gradation for workers of cluster members (CNC
Training) and operator training (Welding, Turning, Milling and Fitter) for existing
semi-skilled workers of cluster units and for new entrants to the industry.

5. Need of the CFC:-
e Setting up of Decoiling Centre at the Cluster and bulk purchase by members
joining together from the manufacturer will reduce the cost of raw material for
the cluster members to a great extent.

e A number of tests are done by the auto components manufacturing units for the
raw materials as well as the finished components before the same is delivered to
the vehicle manufacturer / dealer.

e The small and micro units have to go to other centres for getting the test and for
inspection reports in certain cases. Setting up of a Common Testing Centre
having all the facilities for Mechanical, Chemical and Physical Tests within the
cluster at reasonable charges will benefit the micro and small industries for
achieving quality standard and cost reduction. A calibration centre is another
very important requirement for the cluster members.

e Setting up of training centre offering skill development training for the existing

semi-skilled workers in the cluster as well as hew entrants to the industry will aid
in solving the labour problems faced by the micro and small industries.

12



6.

Project Details and Financial Viability of the Project: -

(i) Proposed project cost: The estimated cost of the project is Rs. 707.48
lakh including working capital. Out of total project cost, Gol assistance requested
is Rs. 456.43 lakh, Rs. 70.75 lakh State Govt. contribution and Rs. 105.30 lakh SPV
& Rs. 75.00 lakh Bank loan.

S. No. Description Amount (Rs. in Lakh)
1. Land & Site Development 50.00
2. Building 100.00
3. Plant & Machinery 499.18
4. Misc. Fixed Assets 13.00
5. Preliminary Expenses 3.00
6. Pre Operative Expenses 12.00
7. Provision for Contingencies 26.96
8. Margin for Working capital 3.34
Total 707.48

(The details of Plant & Machinery are given at Annexure —D at page 39)

(ii) Details of Building and estimate for construction are as given below:-

S. Description Qty. Rate Per Total value in
No. Unit lakh
1 Production building 10000 sq. ft. | 467.00 46.70
(AC sheet)
2 Lab and Admin block | 8580 sq. ft. 580.00 51.00
(RCC Roof)
3 Security Room 100 sq. ft. 580.00 0.58
4 Septic Tank 8000 Lit. 4.50 0.36
5 Borewell L.S. 1.35
Total 99.99 say Rs.
100.00 lakh

Total area for building works is 18680 sq. ft., the average cost per sq. ft.
comes to Rs. 542 per sq. ft. which is reasonable.

(Estimate of the proposed construction are enclosed as Annexure — E at
page 40-44)

(iii) Means of Finance

Source of Funds (of total | Amount % Gol assistance

Project cost) (Rs. in admissible
lakh)

Gol assistance 456.43 64.52 70.00%

Govt. of Tamilnadu contribution | 70.75 10.00

SPV contribution 105.30 14.88

Bank loan 75.00 10.60

Total 707.48 100.00
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(iv) Financial parameters:

> Break Even Point (BEP) - 53.34 %
> Net Present Value (NPV) - 26.58 lakh
> Internal rate of return (IRR) - 11.01 %
» Average DSCR - 6.62

> ROCE - 25.56 %

(v) Appraisal Note:- The appraisal report of the CFC has been obtained from
Punjab National Bank, Sitaram Nagar, Hosur, Krishnagiri and recommended that the
project is technically and economically feasible and financially viable subject to the
risk analysis and sensitivity analysis. Punjab National Bank, Sitaram Nagar, Hosur,
Krishnagiri has also issued in-principle sanction letter for the term loan and working
capital facilities. (Conclusion of appraisal note are given at Annexure — F at
page 45)

(vi) Recommendation of Technical Committee:- Technical committee has
recommended the proposal to be placed before Steering Committee for
consideration.

(vii) Recommendation of Government of Tamilnadu: - Addl. Chief Secretary,
Govt. of Tamilnadu has recommended the proposed CFC for financial assistance
under MSE-CDP and given in-principle approval for sanction of State Government
grant of Rs. 70.75 lakh, vide letter no. 10030/D1/2009-4 dated 24.08.2010

7. Expected impact of cluster interventions:-

Parameters Pre
interventions Post interventions

Immediate after | Anticipated visible
formation of CFC benefit in future

No. of units 1500 1575 1733

Employment 18000 18900 20790

Production Rs. 450.00 cr. Rs. 540.00 cr. Rs. 702.00 cr.

Export Rs. 72.0 crore Rs. 79.20 cr. Rs. 91.08 cr.

Cost reduction -- 20% 30%

8. Operational arrangement:- Project will be implemented by TANSIDCO

under the supervision of Department of Industries, Government of Tamilnadu. The CFC
will be completed within 12 months from the date of release of 1% installment of Gol
assistance.

0. Comments of Cluster Development Division:- Government of Tamilnadu
has proposed for setting up of CFC at a total cost of Rs. 707.48 lakh including working
capital. Out of total project cost, Gol assistance requested is Rs. 456.43 lakh which is
64.52% and therefore admissible as per guidelines. Rs. 70.75 lakh will be contributed
by State Govt. contribution and Rs. 105.30 lakh by SPV and Rs. 75.00 lakh will be Bank
loan. The proposal is recommended by the Cluster Development Division for
consideration.
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10. Proposal for consideration of the Steering Committee:- The proposal is
recommended for consideration and approval of the Steering Committee for

setting up of Common Facility Centre for Engineering Cluster (Auto
Component), Hosur, District Krishnagiri, Tamilnadu at a total project cost of
Rs. 707.48 lakh with Govt of India assistance Rs. 456.43 lakh, Rs. 70.75 lakh
State Govt. contribution and Rs. 105.30 lakh SPV & Rs. 75.00 lakh Bank loan.
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Agenda Item No. 5

Proposal for establishment of Common Facility Centre (CFC) for Powerloom
Cluster, Shirpur, Distt. Dhule, Maharashtra

Proposal was placed in 24™ Steering Committee of MSE-CDP held on 24.12.2010
under Chairmanship of Secretary (MSME). Development Commissioner (Industries),
Government of Maharashtra along with members of SPV and consultant made a brief
presentation of proposal for setting up of Common Facility Centre for establishment of
Common Facility Centre (CFC) for Powerloom Cluster, Shirpur, Distt. Dhule,
Maharashtra. After discussions, committee deferred the proposal and requested State
Government / SPV to get proposal appraised by SIDBI as in present case there is no
bank loan and proposal has been appraised by Union Bank of India, Dhule. Office of
Development Commissioner (Industries), Directorate of Industries has forwarded vide
letter dated 17.2.2011, appraisal report from SIDBI. Proposal placed in the 24™ Steering
Committee Meeting is given below, comments of SIDBI as mentioned in the appraisal
note have been added.

As per the modified guidelines of MSE-CDP proposal for CFC is to be approved in
two stages: In-principle approval and final approval. In this case the proposed Common
Facility Centre (CFC) fulfills all the conditions for final approval as given below;
therefore, the proposal is placed before the steering committee for final approval of the
project.

a) Formation of SPV and Trust Building:- Special Purpose Vehicle namely, M/s
Arunodya Fibre to Fabric Development Services Pvt. Ltd., village Tande, Taluka
Shirpur, Shirpur — 425405 has been formed under the companies Act 1956 (No.
1 of 1956) on 24™ August 2010. It has been indicated that there are 25 SPV
members.

b) Land procured and registered in the name of SPV:- SPV has acquired 6.75
acre of agriculture land in Shirpur, Dhule at a fixed amount of Rs. 14.00 lakh.
The conversion of agriculture land into industrial land is still under process and
SPV has submitted a NOC from Gram Panchayat Dahivad, Taluka Shirpur.

C) Submission of appraised DPR:- SPV have submitted the appraisals note
issued by (i) Union Bank of India, Dhule Branch, Lane No. 5, Dhule — 424001.
and (ii) SIDBI, Mumbai.

d) Details of share holding of the SPV:- SPV has submitted the details of
proposed initial share holding mix of 25 members and also indicated that none of
share holder hold more than 10% equity stake in the capital of the company.

e) Project specific account in schedule A bank:- SPV is maintaining account
with Union Bank of India, Dhule Branch since 22.10.2010.
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2. Details of the proposal

(a) Brief information on the Powerloom Cluster, Shirpur, Distt. Dhule

(Maharashtra):-

i) Name of the Cluster : Powerloom Cluster

ii) Location of the cluster : Shirpur, Distt. Dhule, Maharashtra

iii) Implementing Agency : Maharashtra Industrial Development
Corporation Limited (MIDC), Mumbai

iv) Product : Home furnishing products (Ginning processing,
Spinning of yarn, sizing and weaving).

v) No. of Units : 225 units

vi) Profiles of units : 200 powerloom units, 22 ginning units & 3
Sizing units

vii) Employment : Direct-2500, Indirect-5000

viii) Turnover : Rs. 290 Crores

ix) Problems of the cluster : Value-chain gaps in raw material and

procurement, Technology and productivity, markets, Poor linkages with FIs, Cost
structure of enterprises, Speculative operations of traders, High degree of import
tariffs etc.

3. Status of CFCs approved in the State of Maharashtra:- So far under
MSE-CDP 03 CFCs have been approved which are at various stages of implementation.
(Details enclosed at Annexure — G at page 46)

4. Nature of Intervention:- The SPV have decided to develop Common Facility
Centre with following facilities:-
(a) Cotton and Yarn testing.
(b) Raw material processing (pre-processing, Processing - yarn drawing and
Post — processing) with supporting equipment.
(c) Machine shop services

5 The brief information of the proposed CFC:-
(i) About the project:-

The common facility may be visualized as one that would facilitate: (i) cotton and
yarn testing (ii) raw material processing — yarn drawing (preparatory, spinning and
finishing equipment (iii) machine shop services. Such a common facility will not
supplement but complement activities of firms in the cluster. It has been reported
that there is no similar facility available in the region for use by cluster small-
enterprises. Critically, cluster enterprises will be able to competitively test cotton and
process raw material ginned cotton, test yarn and provide machine shop facilities for
loom maintenance.
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(ii) Project Cost (as proposed in the DPR):-

(Rs. in lakh)
S. Particulars Amount | Gol assistance | Gol grant in
No. under MSE-CDP | percentage
1. Land 16.00 -- 0.00
2. Buildings 225.00 -- 0.00
3. Plant and Machinery 1226.94 1050.00 66.40
(70% on project
cost subject to a
ceiling of Rs. 1500
lakh on project cost
under MSE-CDP)
4. Misc. Fixed Assets 10.00 -- --
5. Preliminary Expenses 16.00 -- --
6. Pre-op. expenses 18.00 -- --
7. Provision of contingencies 65.85 -- --
(2% of Building & 5% on
Plant and machinery)
8. Margin for working capital 3.71 -- ---
Total cost of the project | 1581.50 1050.00 66.40%

6 Details of building and estimate for construction:-

S. No. | Particulars Nos. | Area

1 Main building (GF) | 1 32694 sq. ft.
(28mx17m+14mx183m)

2 Testing lab facilities (FF) 1 500 sq. ft.

3 Administrative facilities (FF) 1 1000 sq. ft.

4 Machine shop (GF) 1 Area included in the dimensions of

main building.

Total 34194 sq. ft.

On the cost of building i.e. Rs. 225.00 lakh proposed in the DPR, SIBDI mentioned in its
appraisal report that the rate works out to Rs. 658 per sq. ft. for a build up area of 34,
194 sq. ft. which appears to be on a higher side and re-calculated considering the cost
at the @ Rs. 450 per sq. ft. Accordingly, the total fund requirement for building works
out to Rs. 153.87 lakh only.

(Estimate of the proposed construction are enclosed at Annexure — H at page
47-51)
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7 Means of Finance (as proposed in the DPR):-

(Rs. in lakh)

S. Source Amount Rs. in | Percentage of the
No. lakh project cost
1. | Contribution of the SPV 381.50 24.12%
2. | GoI Assistance (70% grant-in-aid on 1050.00 66.40%

project cost subject to a ceiling of Rs.

1500 lakh on project cost)

State Govt. contribution (10% grant-in- 150.00 9.48%

aid on project cost subject to a ceiling of

Rs. 150 lakh)

Total 1581.50 100.00%
8 Expected impact of cluster interventions:-

It is envisaged that the proposed interventions will enable cluster firms to even double
their value-accruals and reduce cost of “production”.

Production: Direct contribution to increase in turnover of related MSE units by at least
50 per cent.

Employment: Increase in direct employment from 10,000 persons to at least 11,000
persons. Also job-losses will be averted by virtue of closure of units. Livelihood incomes
for farmers will be ensured.

9 Operational arrangement:-

Project will be implemented by MIDC under the supervision of Directorate of
Industries, Government of Maharashtra

Project implementation is envisaged to involve a time-frame of about 12 months
upon receipt of final approval of grant-in-aid assistance from the Govt. of India.

10 Recommendation of Technical Committee:- The Committee recommended
the proposal to be place before the Steering Committee for consideration. Technical
Committee also advised that the 3 machines suggested by the Hosiery Division may be
deleted from the machines mentioned in the machine shop and the cost of the machines
may be ascertained by the Purchase Committee constituted for the purpose after the
approval of the project by the Steering Committee of MSE-CDP.

The machines deleted from the list of machinery on recommendation of

Technical Committee are Shaping Machine (Rs. 2.24 lakh), Heavy duty lathe (Rs. 2.93
lakh) & Drilling Machine (Rs. 0.51 lakh), costing total Rs. 5.68 lakh.
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11 Recommendation of Government of Maharashtra:- Office of the
Development Commissioner(Industries), Government of Maharashtra has recommended
for final approval of proposed CFC for financial assistance under MSE-CDP vide letter no.
DI/Cluster/MSE-CDP/FFC-Shirpur Dhule/2010 dated 29" October, 2010 and letter no.
DI/Cluster/MSE-CDP/PC-Shirpur Dhule/C-1876/2011 dated 17.2.2011.

12 Appraisal by SIDBI:- The SIDBI has recommended the project technical
feasible and financial viable and mentioned that the proposed performance indicators
and financial position are satisfactory with the following terms and conditions:-

»  Permission for the use of agriculture land acquired for setting up of CFC.

»  SPV shall obtain consent to establish CFC from Maharashtra Pollution
Control Board (MPCB) alongwith other necessary approval from
Government and other statutory authorities.

»  SPV to obtain formal letters individual members agreeing for contribution,
certificate of incorporation, articles of association etc.

» By laws of SPV should have provision for CDE/CDA and one State
Government official as member of the SPV.

(Conclusion of appraisal note are given at Annexure — I at page 52-53)

13. Comments of Cluster Development Division:-

- Land use conversion is required.

- State Govt. is silent on their contribution / share proposed in DPR.

- Cost of building reduce from Rs. 225.00 lakh to Rs. 153.87 lakh.

- Based on the appraisal of SIDBI and recommendation of Technical
Committee of MSE-CDP, proposed and recommended project cost is as

under:-
(Rs. in lakh)
S. No.| Particulars Proposed Recommended | Remarks
1. |Lland 16.00 16.00
Buildings 225.00 153.87 Rs. 71.13 lakh
reduced
3. Plant and Machinery 1226.94 1218.86 Rs. 8.08 lakh
reduced
4. Misc. Fixed Assets 10.00 10.00
5. Preliminary Expenses 16.00 16.00
6. Pre-op. expenses 18.00 18.00
7. Provision of contingencies 65.85 64.01 Rs. 1.84 lakh
(2% of Building & 5% on reduced
Plant and machinery)
8. Margin for working capital 3.71 3.71
Total cost of the 1581.50 1500.45
project
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Proposed and recommended means of finance are:

(Rs. in lakh)
Sl. Source Proposed Recommended
No.
1. Gol  Assistance  (70% | 1050.00 (66.40%) 1000.00 (66.64%)
grant-in-aid on project cost
subject to a ceiling of Rs.
1500 lakh on project cost)
2. State Govt. contribution | 150.00 (9.48%) 150.00 (10.00%)
(10%  grant-in-aid on
project cost subject to a
ceiling of Rs. 150 lakh)
3. Contribution of the SPV 381.50 (24.12%) 350.45 (23.36%)

Total

1581.50

1500.45 (100%)

(The details of Plant & Machinery are given at Annexure — J at page 54-56)

14.

Proposal for consideration of the Steering Committee :- The proposal

is recommended for consideration and approval of the Steering Committee for
setting up of Common Facility Centre (CFC) for Powerloom Cluster, Shirpur,
Distt. Dhule, Maharashtra at a total project cost of Rs. 1500.45 lakh with
Govt. of India assistance Rs. 1000.00 lakh (66.64% of PC), Rs. 150.00 lakh
(10.00% of PC) State Govt. contribution and Rs. 350.45 lakh (23.36% of PC)
SPV contribution.
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Agenda item No. 6

Proposal for cancellation of clusters: Diagnostic Study - Plastic Cluster,
Cherrapally, AP, Lacquer and Wooden Toy Cluster, Chennapatna, Bangalore.
Soft Interventions - Boiled Rice Cluster, Kalahandi, Orissa, Pottery Cluster,
Ganjam and Gajapati, Orissa & Kota Doria Saree Cluster, Kota, and Leather
Cluster, Bansur.

Diagnostic Study:

1. The proposal for Conducting Diagnostic Study of the Plastic Manufacturing
Cluster, Cherlapally, Nacharam & Mallapur Industrial Areas, Ranga Reddy
District was approved in the 13™ meeting of the Steering Committee of MSE-CDP held
on 14.03.2007 under the Chairmanship of the Secretary (MSME) at a total cost of Rs.
2.00 lakh out of which Gol contribution would be 90% of the total cost. The remaining
10% of the total cost would be contributed by the Implementing Agency/ SPV.

In spite of repeated reminders, Govt. of Andhra Pradesh has not
forwarded the commitment letter from the Industry Association for their
share for conducting diagnostic study of the aforesaid cluster. Therefore the
funds could not be released.

2. Lacquer and Wooden Toy Cluster, Chennapatna Bangalore was taken for
conducting Diagnostic Study by MSME-DI, Bangalore. Later on Director(MSME-DI),
Bangalore, informed that during Diagnostic Study it was observed that the concerned
association in the cluster is not taking any interest inspite of the fact that Director
MSME-DI, Bangalore contacted personally to the President of the Association. It was
also informed that there are only 13 cluster units and hence it is not feasible
to take any further interventions in the cluster. No funds have been utilised.

Soft Interventions:

1. The proposals for soft interventions in (i) Boiled Rice Cluster, Kalahandi and
(i) Pottery Cluster, Ganjam and Gajapati were approved in the 4™ Steering
Committee Meeting of MSE-CDP held under the Chairmanship of AS&DC(MSME) on 8"
January, 2010 with conditions that the minimum 10% of the cost of soft interventions is
to be borne by Industry Association.

Government of Orissa / CSREM, Gajapati has not submitted the
commitment letter regarding 10% contribution from Industries Associations
and expected outcomes in quantitative and qualitative terms from soft
interventions in spite of repeated reminders. Therefore funds could not be
released.

2. Commissioner of Industries, Govt. of Rajasthan has informed dropping
of soft interventions in the following two clusters for which funds @ Rs. 4.50
lakh per cluster were sanction and released vide this office sanction order
dated 7.08.2008 :
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Sl. | Name of the cluster Total Cost |Gol Gol contribution
No. contribution| released as
advance

1. | Kota Doria Saree Cluster, | 10.00 lakh | 9.00 lakh 4.50 lakh
Kaithun, District — Kota

2. | Leather Cluster, Bansoor, | 10.00 lakh | 9.00 lakh 4.50 lakh
District — Alwar

Office of Commissioner of Industries, Govt. of Rajasthan had also enclosed a DD no.
281406 dated 01.12.2010 for Rs.9.00 lakh being the amount released as advance by this
office for soft interventions in the above two clusters. The refund of Rs. 9.00 lakh by the
State Govt. was accepted by this office subject to the condition that the matter will be placed
in the Steering Committee seeking its approval for dropping of soft interventions. The amount
of Rs. 9.00 lakh received was made available to DDO on 23.12.2010 for deposit in the Govt.
account.

The State Govt. reported that the funds could not be utilized for taking up soft
interventions in the above two clusters. This office has requested the State Govt. vide letter
dated 20.12.2010 to refund also the interest chargeable @ 10% per annum for the period
from August 2008 upto the date of payment by them as per the existing instructions of
Integrated Finance Wing of this Ministry. The interest amount is yet to be made available by
the State Govt.

3. Proposal for consideration of the Steering Committee:- The proposal for
cancellation of clusters for Diagnostic Study in Plastic Cluster, Cherrapally, AP,

Lacquer and Wooden Toy Cluster, Chennapatna, Bangalore and for soft
interventions in Boiled Rice Cluster, Kalahandi, Pottery Cluster, Ganjam and
Gajapati, Kota Doria Saree Cluster, Kota and Leather Cluster, Bansoor, District -
Alwar are recommended for approval of the Steering Committee for cancellation.
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Agenda item No. 7

Approval for utilization of unspent funds released to Government of J&K for
the soft interventions in the Cricket Bat Manufacturing Cluster, Sethar,
Anantnag and Wooden Furniture Cluster, Srinagar.

Rs. 48.95 lakh was released to Government of J&K for soft interventions in the
Cricket Bat Manufacturing Cluster, Sethar, Anantnag and Wooden Furniture Cluster,
Srinagar during 2006-07. The Government of J&K has not utilized the funds during
2006-07 therefore, the 14™ Steering Committee of MSE-CDP held on 1.10.2007 has
given extension of the project for a period of 1 year for utilization of the funds.
Accordingly, the Government of J&K has been allowed to utilize the funds during 2007-
08 for soft interventions in the Cricket Bat Manufacturing Cluster, Sethar, Anantnag and
Wooden Furniture Cluster, Srinagar vide this office letter dated 13.08.2007.

As per the utilization certificate submitted by State Govt. of J&K in August, 2009
they had utilized Rs. 6.489 lakh upto March 2009 which includes Rs. 5.404 lakh
sanctioned during 2006-07 (out of Rs. 48.95 lakh) and Rs. 1.085 lakh sanctioned during
2004-05 (out of Rs. 15.55 lakh). Till March, 2009 expenditure incurred for soft
interventions is Rs. 20.954 lakh and the balance of Rs. 43.545 lakh remains unutilized.
Govt. of J&K requested for approval of utilization of unspent balance of Rs. 43.545 lakh
during 2009-10. With the approval of competent authority vide this office letter dated
24" December 2009 the period for utilization of unspent balance was extended till March
2010.

2. Now, as per utilization certificate forwarded by Government of J&K, only Rs.
0.63936 lakh has utilized out of total balance Rs. 43.454 lakh during 2009-10 and Rs.
42.906 lakh is lying with the Govt. of J&K. Government of J&K has further requested for
extension of period of one year.

3. Proposal for consideration of the Steering Committee :- The proposal
is recommended for consideration and approval of the Steering Committee for

extension of period of one year for utilization of unspent funds Rs. 42.906
lakh lying with the Govt. of J&K for undertaking soft interventions in the
Cricket Bat Manufacturing Cluster, Sethar, Anantnag and Wooden Furniture
Cluster, Srinagar.
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Annexure — A

Proposal for Establishment of Common Facility Centre (Solvent Extraction
Plant) Cum Laboratory & Testing for Rice Mill Cluster, Keelapavoor,
Tirunelveli District, Tamilnadu.

The proposal was placed in the 24™ Steering Committee Meeting of MSE-CDP
held on 24.12.2010 under the Chairmanship of Secretary (MSME). Director Industries
and Commerce, Govt of Tamil Nadu alongwith Members of SPV and Consultant made a
brief presentation of the proposal for setting up of Common Facility Centre for
establishment of Solvent Extraction Plant cum Laboratory and Testing for Rice Mill
Cluster, Keelapavoor, Tirunelveli District, Tamilnadu. After discussions, the Committee
observed that the amount of Term loan to be taken by the SPV is less i.e. only Rs. 10.00
lakh and the proposal has been appraised by Canara Bank, Tenkasi. Therefore, the
Committee deferred the proposal and asked the State Govt / SPV to get the proposal
appraised by SIDBI. Industries Commissioner and Director (Industries), Chennai, vide
letter dated 18.1.2011 has forwarded the appraisal report from SIDBI.

As per the modified guidelines of MSE-CDP proposal for CFC and Infrastructure
Development Projects are to be approved in two stages: In-principle approval and Final
approval. In this case the proposed Common Facility Centre fulfills all the conditions for
final approval as given below, therefore, the proposal is placed before the steering
committee for final approval of the project.

1. Basic information:

a) Formation of SPV and Trust Building:- The Special Purpose Vehicle
namely, M/s Saaral Agro Products Pvt. Ltd., has been formed under the
companies act 1956 by the cluster members at Keelapavoor. There are 24
members of the SPV at present.

b) Land procured and registered in the name of SPV:- The SPV has already
purchased the land required for the CFC. The cost of land including
registration is Rs. 14.00 lakh. An amount of Rs. 20.00 lakh is required for
development of the land and the total cost of land is Rs. 34.00 lakh.

c) Submission of appraised DPR:- The Canara Bank, Tenkasi has appraised
the DPR of the CFC and recommended that the project process is technically
and financially viable. The Canara Bank has sanctioned provisionally for term
loan of Rs. 10.00 lakh. Industries Commissioner and Director of Industries,
Govt of Tamil Nadu vide letter dated 18.1.2011 had submitted the appraisal
report from SIDBI in which it is mentioned that the project appears to be
technically feasible and financially viable and the proposed performance
indicator and financial position are satisfactory.

d) Details of share holding of the SPV:- The SPV has got 20 shareholders and
issued 20,000 shares worth of Rs. 100.0 per share shares among the share
holders. Thus, the total amount of the share is Rs. 20.00 lakh.

e) Project specific account in schedule A bank: - The SPV has already
opened account with the SBI Tenkasi.
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2.

(a)

(b)

Details of the proposal

Brief information on the Cluster

i) Name of the Cluster
i) Location of the cluster
i) Implementing Agency

iv) Product
V) No. of Units
vii) Employment

viii) Turnover
ix) Problems of the cluster

Rice Mill Cluster

Keelapavoor District, Tamilnadu
Tamilnadu Small Industries
Development Corporation Limited
(TANSIDCO), Chennai

Rice, Rice Bran Qil, Husk, Husk
Ash etc.

44 modern mills & 6 traditional hulling
mills at Keelapavoor

3720 nos.

Rs. 1575 crore

Lack of brand promotion.

Low productivity of machinery.
Inadequate linkage with R&D institutions.
Frequent power cuts.

Not tapping of other sources of energy.
Lack of storage facility for paddy.
Non-availability of Training Institutions.

YVVVYVYVVYY

Need of the CFC:-

At present the Rice Mills at Keelapavoor, Alangulam and at other places in the cluster
sell the bran either to the existing plant in the cluster or to plants at Dindigul,
Maduarai, Vilampatti and Virudhunagar.

The modern rice mill gets around Rs. 12/- for a kg of bran.

The bran generated by processing of paddy has to be processed at Solvent
Extractions Plants within 2-3 days for extraction of oil.

A modern rice mill at Keelapavoor normally generates about 4 Tonnes of bran every
day while processing paddy.

The mills at Alangulam generates around 45000 tonnes of bran of a year.

The mills at other places within a radius of 30 km generates around 78000 tonnes per
annum.

The present extraction plant at the cluster has a capacity of 150 tonnes per day for
processing.

The balance amount of bran viz. 130000 Tonnes are sent to other districts for
extraction.

Thus setting up of a Common Solvent Extraction Plant in the cluster will not affect the
existing plant in the cluster.

When the mill owners get a good price for the bran (which depends on the quality)
the farmer also gets a good price for the paddy.
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(c) The brief information of the proposed CFC:- The proposed CFC will consist of

following:
»Common Processing (Solvent Extraction Plant) Centre:- Common  Solvent
Extraction Plant Centre for extraction of rice bran oil from rice bran for the benefit of all
the cluster members of the Rice Mill Cluster, Thirunveleli.
>Training Centre:- Laboratory cum Testing Centre which will have the facilities for
testing water / oil content of Rice Bran and offer services for Paddy Quality Testing,
Moisture Testing, Colour Testing / Quality Testing, Content Testing etc. for the Cluster
members. It will operate as a resource centre for the cluster.

(d) Project Details and Financial Viability of the Project: -

(i) Proposed project cost : The estimated cost of the project is Rs. 757.76
lakh including working capital. Out of total project cost, Gol assistance requested
is Rs. 512.32 lakh, Rs. 75.78 lakh State Govt. contribution and Rs. 159.66 lakh SPV
& Rs. 10.00 lakh Bank contribution.

i) Project Cost

S. No. Particulars Amount Rs. in lakh
1. Land & Site development 34.00
2. Building 100.00
3. Plant & Machinery 573.10
4. Misc. Fixed Assets 5.00
5. Preliminary expenses 5.00
6. Pre-operative expenses 5.00
7. Provision for contingencies 0.00
8. Building 2% 2.00
9. Plant & Machinery 5% 28.66
10. Margin money for working capital 5.00
Total 757.76

(The details of Plant & Machinery are given at Annexure —A1 at page 27)

(i) Means of Finance

SI. No. | Source Amount Rs. in lakh %0 With total cost
1. Gol 512.32 67.61
2. Govt. of Tamilnadu 75.78 10.00
3. SPV 159.66 21.07
4, Bank Term Loan 10.00 1.32

Total 757.76 100.00
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(iii)

Financial parameters:

» NPV (at 10%) - 100.13 lakh
> IRR - 13.66%

» ROCE - 29.03%

»  Average DSCR - 31.18

>  BEP - 35.37 %

(iv)  Appraisal Note:- The appraisal report of the CFC proposal has already been
obtained from Canara Bank, Tenkasi. They have also issued provisional sanction letter
for the term loan. Appraisal report from SIBDI has also been received in which it
has been mentioned that the setting up of Common Solvent Extract Plant will
increase the profitability of the rice mills at Tirunelveli cluster and CFC will add
value to the bye-product (bran) of the rice mills through product
diversification. The CFC proposal satisfies the norms and parameters of the
modified MSE-CDP scheme for setting up of CFC and is considered support
worthy. (Conclusion of appraisal note are given at Annexure - A2 at page 28-
30).

(v) Recommendation of Technical Division:- The Technical Division of this office
has examined the DPR of the CFC and observed that the CFC has proposed to set up
facility for bran oil extraction by solvent extraction process with bran processing capacity
of 150-200 Mt / day, based on rice bran up to 18% oil content. The solvent extraction
plant will have laboratory equipments, cooling tower, boiler, RO & DM plant, weight
bridge, 320 KVA generator and vehicle for transportation of bran and bran oil. The plant
and machinery proposed in CFC are relevant and found in order and the
proposal may be consider as per the guidelines of scheme.

(vi) Recommendation of Technical Committee:- The Technical committee
recommended the proposal to be placed before the Steering Committee for
consideration.

(vii) Recommendation of Government of Tamilnadu: - Addl. Chief Secretary, Govt.
of Tamilnadu has recommended the proposed CFC for financial assistance under
MSE-CDP vide letter no. 10031/D1/2009-3 dated 30.06.2010.

3. Expected impact of cluster interventions:-

Parameters Pre interventions Post interventions
Immediate after | Anticipated visible
formation of CFC benefit in future

No. of units 163 Keelapavoor | 171 179

region - 55

Employment 3720 4092 4464

Turnover Rs. 1575 cr Rs.1733 cr Rs.1890 cr

Improvement of | Rs. 30 lakhs (with | Rs. 35.50 lakhs Rs. 41 lakhs

income (profit) at | effect of  Group

unit level (per | initiatives)

annum)
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4. Operational arrangement:- Project will be implemented by TANSIDCO
under the supervision of Department of Industries, Government of Tamilnadu.

5. Comments of Cluster Development Division:- Government of Tamilnadu
has proposed for setting up of CFC at a total cost of Rs. 757.76 lakh including working
capital. Out of total project cost, Gol assistance requested is Rs. 512.32 lakh
which is 67.61% and as per guidelines. Rs. 75.78 lakh will be contributed by State
Govt. contribution and Rs. 159.66 lakh by SPV and Rs. 10.00 lakh will be Bank loan.

6. Proposal for consideration of the Steering Committee:- The proposal is
recommended for consideration and approval of the Steering Committee for
setting up of Common Facility Centre (Solvent Extraction Plant) Cum
Laboratory & Testing for Rice Mill Cluster, Keelapavoor, Tirunelveli District,
Tamilnadu at a total project cost of Rs. 757.76 lakh with Govt of India
assistance Rs. 512.32 lakh, Rs. 75.78 lakh State Govt. contribution and Rs.
159.66 lakh SPV & Rs. 10.00 lakh Bank loan.
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