Agenda No. 46.3.10 (S): Proposal for In-principle approval for setting up of Common

Facility Centre (CFC) in Oil Expeller & Parts Manufacturing
Cluster, Ludhiana, Punjab.

1. Background

(i)
(i)

(iii)

(iv)
v)

(vi)
(vii)

(viii)
(ix)
(x)

(xi)
(xii)
(xiii)

Proposal received from MSME-DI, Ludhiana along with their recommendations vide
online application Ref. No. 3685, dated 04.09.15.

Vide letter dated 07.09.15, Ludhiana Oil Expeller & Parts Manufacturers Association
(SPV) directly forwarded the DPR without recommendations of State Government to
this Office.

Vide letter dated 30.09.15, DPR was forwarded to Mechanical Division for
examination.

Vide U.O. Note dated 10.12.15, Mechanical Division furnished their comments.

Vide letter dated 18.12.15, Cluster Division forwarded the comments of Technical
Division to State Government seeking their comments.

Vide letter dated 26.07.17, Government of Punjab informed that State Level Steering
Committee (SLSC) in its meeting held on 24.07.17 recommended the proposal.

Vide letter dated 03.08.17, MSME-DI, Ludhiana forwarded the following documents /
information:

e Detailed Project Report (DPR) along with recommendation of MSME-DI.

e Point-wise reply (duly approved in SLSC) to the observations / issues raised
by Technical Division of this Office.

e Minutes of meeting of Clusters members held on 15.07.17, wherein, DPR was
validation by members.

Vide U.O. Note dated 16.08.17, Cluster Division forwarded Comments / Information
received from State Government to Technical Division along with DPR.

Vide U.O. Note dated 29.08.17, Technical Division furnished their comments and the
same were forwarded to State Government on 30.08.17.

Vide letter dated 24.10.17, MSME-DI, Ludhiana has forwarded the following
information / documents:

e Fresh quotations of plant & machinery

e Details of SPV members

e Justification for 2 nos. each of CNC Vertical Machine, CNC Horizontal
Milling & Boring Machine, CNC Turning Centre, Hydraulic Cylindrical
Grinding Machine & Horizontal Spindle Surface Grinding Machine etc.

e Validation of proposal from MSME-DI.

Vide letter dated 26.10.17, Cluster Division forwarded Comments / Information
received from MSME-DI to Technical Division seeking their comments / views.

Vide D.O. letter dated 05.01.18, Director-cum-Special Secretary, Govt. of Punjab
requested t o include the proposal in the ensuing SCM for in-principle approval.

Vide U.O. Note dated 06.02.18 informed that the proposal in its current format is not
tenable due to the following observations:



(a)

(b)

(c)

(d)

MSME DI. Ludhiana has stated that Central Tool Room, Ludhiana, which is in
the vicinity of the cluster, already has CNC Vertical Machining Centre. 2 nos.
of CNC VMC amounting (o Rs. 1.80,59,136/- as per DPR have been proposed
by the SPV.

Two numbers each of high end machines have been proposed by the SPV
which is contrary to the usual practice of recommending one high end
machine of each type.

Under TCSP, CNC Turn Mill Centre, CNC EDM, CNC Turning Centre and
CNC VMC are being procured for modernization of CTR, Ludhiana at an
estimated cost of Rs. 15.00 crore.

As CTR. Ludhiana is in the vicinity, it doesn’t seem prudent (o create another
Too Room with Gol Funds.

(xiv) Technical Committee in its 56" meeting held on 08.02.18 deliberated upon issues

raised

by Technical Division and after taking into consideration of the facilities

available at MSME-DI, Ludhiana and CTR, Ludhiana, recommended the proposal
subject to certain observations as per minutes of the meeting at Annexure-A.

Steering Committee may like to consider the proposal for In-principle approval.

Details of the proposal are as under:

2. DSR Details

DSR Conducted By : . | Taaran Industries
Validated By : . | SPV

When Started : : 1 16.07.13

When Completed : :127.08.14

3. Basic Information of Cluster

Name of Cluster Oil Expeller & Parts Manufacturing Society
District Ludhiana
Location of Cluster Ludhiana
Lok Sabha Constituency Fatehgarh Sahib(SC), Ludhiana
Main Product Oil expellers and parts
No. of Enterprises including Micro 123
break up Small 16
(Micro, Small, Medium) Total 139
Turnover for the last five
years (Rs in Crore) Year Amount
2010-11 144.69
2011-12 192.58
2012-13 249.32
2013-14 301.80
2014-15 299.00 J




Exports for the last five years
(Rs in Crore):

Year Amount
2010-11 31.85
2011-12 61.68
2012-13 71.22
2013-14 109.84
2014-15 84.57

Employment in Cluster :

2000 persons directly working in the cluster and about equal
number are connecfed with the cluster providing services
like materials, machining, heat treatment, surface treatment,
testing, consultancy, marketing etc.

Technology Details :

e Lacks of knowledge for designing of parts and
machines, and their testing preventive & predictive
maintenance of machines, in house not available
Heat treatment facilities of components, training.
Conventional /Old technology in micro /small
enterprise.

Whether DS Conducted :

Yes. DSR submitted in June 2012.

Main findings of DSR :

The details are mentioned at page no. 7 to 10 of DPR

Main Problems of Cluster:

The problem to meet global quality competitiveness and
solve them by arranging need based technologies through
creating hard interventions under MSE-CDP are that : The
cluster members needs tool room facility for improving the
machining capacity by the use of CNC vertical machining
center, CNC horizontal Boring and milling machine, CNC
turning centre, cylindrical grinding, surface grinding, heat
treatment i.e. Carborizing, tempering furnace & quenching
facilities, testing & training facilities .

Other Information :

Cluster is facing problem in the area of Quality, Testing,

Productivity, Research & Development, Technology,
Pollution, Packaging etc.

. Information about Proposed CFC

Description %’Il;i))posed by Implementation Agency | Remarks

(a.) Justification for CFC El;)eRdetails are given at page | of the --

(b.) Location of CFC Industrial area-A, Ludhiana. --

% age of units in radius of | 98

Skm

% age of units in radius of | |

10km

(c.) Land for CFC

i. Whether [and acquired Not yet. After the principle approval of | Registered
the Steering Committee. lease deed on

ii. Title is in name of Lease agreement will be in the name of | the name of
SPV SPV is

iii. Valuation and its basis It will be on rental basis and on lease for | required.
minimum 15 years

iv. Land is sufficient Yes

v. Change of land use Not required as located in designated
industrial area.




vi. If on lease, duration of
lease

Minimum 15 years

vii Whether lease is legally
tenable

Yes

(d.) Total Building area(sq ft)

About 10,000 sq. ft

(¢.) Rate of construction of
building

NA

(f)) Main Facility Proposed e Tool room for machining, --
e Heat treatment,
e Testing and training
e Electrical power400 KW
e SO0KW
(g.) Prod capacity of CFC - --
(h.)Major CFC the production of the cluster may -

Outputs/Deliverables of CFC,
Projected performance of the
cluster after proposed
intervention (in terms of
production, export/domestic
sales and  direct/indirect
employment, etc.)

doubled and touch to 40,000 tons and 600
Crores with in a period of two years and
the export may touch to 200 Crores in
two years after commissioning the
project. As far as the employment is
concerned the enterprises are making all
out efforts to enhance their productivity
to reduce manpower but with the increase
in production there may be additional
scope of employment to the tune of 20 %
in the cluster

(i) Pollution  clearance | PCC will be obtained for heat treatment | NOC is
required or not plant before commissioning of plant. required.
(j.) Man Power in CFC Details given in the project report. --
(k) Revenue generation | Details given in the project report. -
mechanism for sustainability
of assets(service/user charges
to be levied, any other-to be
specified)
. Information about SPV
Description Proposed by Implementation Agency | Remarks
(A)
(a.) Name and Address Ludhiana Oil Expellers & Parts --
Manufacturers Association, 324-industrial
area-A, Ludhiana
(b.) Nature of SPV(company | Company registered with Registrar of -
or Society or Trust) Companies, Chandigarh under section 8.
(c.) Name of the state Govt. | Representative of Director, MSMEDI, --
and MSME officials in SPV | Ludhiana and General Manager, DIC,
Ludhiana will be nominated on obtaining
in-principle approval/final sanction.
(d.) Date of formation of SPV | 18.07.2015 Certificate
received.
(e.) Number of Members 27 --
(f) Bye Laws or MA and | Copy attached Received.
AOA submitted
(g.) Authorized Share Capital | Rs 5.00 lakhs --
(h.) Paid up capital as | Rs1.00 lakh --




| (i.) Shareholding Pattern List attached. 3 Units-10% each, 1 unit- Received.
7%, and 21 units-3% each share in the
SPV.( No member is having shareholding
more then10 %)
(j.) Commitment letter for Commitment letter dated September 2nd, | Letter
contribution 2015 attached. required.
(k.) SPV specific A/c Current account, opened with PNB, --
r Miller Ganj, Ludhiana Branch bearing
No. 0298002100079404
(1) Trust Building of SPV, Soft interventions were held under --
Previous track record of co- | MSECDP programme and prior to that
operative initiatives pursued maintained an association of Oil expeller
by SPV members need to to and parts manufacturers  society.
be highlighted with support Conducted training programmes and
documentation undertook  visits to National and
International programmes.
(m.) Technical Institution MSME-DI, Ludhiana, CTR, Ludhiana --
and R&D Center for Auto Parts and Hand
Tools Ludhiana.
| (n.) CFC may be utilized by | The estimated revenue earning at 100 % | Letter
SPV members as also others | capacity of proposed CFC is Rs. 4.63 Cr. | required.
in a cluster. However, | The turnover of the Cluster for the year
evidence should be furnished | 2014-15 was about Rs 300 Crores and
with regard to SPV member | that of SPV members was 125 crores.
ability to utilize at least 60 | hence a commitment from SPV members
(Ercent of installed capacity. | to use even 100 % facility is attached.
(0.)
(a) Power requirement for | 450 Kw ( 400 Industrial load & about 50 -
commercial/domestic purpose | KW Lighting Load )
(b) Water Rs 5000/- per month -
(c) Gas/Oil/Other Utilities Rs.1.0 lakh per month -
6. Implement Arrangements
mescription Proposed by Implementing | Remarks
Agency(I1A)
(a.) Implementing Agency Udyog Sahayak, Govt. of Punjab, -
chandigarh
(b.) Fund receiving Agency Udyog Sahayak, Govt. of Punjab, -
Chandigarh
(c.) Implementation Period 24 months

(d.) Appraisal of DPR and
main Recommendations

Present application is for in-principle
approval and technical appraisal. DBR
will be submitted to SIDBI for appraisal
after obtaining in principle approval

SIDBI appraisal
required.

(e.) Comments of Technical
Division

Made
observations

(f) Approval of Technical
Committee

the proposal.

Recommended

Pg.) Comments of Cluster
Development Division:

[(h.)  Working

capital(In-




from a bank, if applicable

principle sanction of ~loan L
arrangement made)

=

7. Financial Analysis of CFC

r Description Proposed by Im;illi{r;entation Agency Remarks
(a.) BEP 31.89 % --
(b.) IRR, Payback period 22 31%, Payback period not applicable --

since no loan proposed.

(c.) DSCR 7.91 --

(d) Return on Capital 25.40 % --
employed (ROCE)

(e) NPV 3.3 -

(f) DER --- -

(g.) Sensitivity Analysis lk\)/laclig(;)y giving reduction in sales price --

M 0
(h.) Status of CFCs approved Mohali Hi Tech Cluster, Mohali. -
in the State J

8. Proposed Projects Cost is as follow:

( Rs. in Lakh)
S. No. | Particulars Cost
1. | Land and its Development 0.00
2. | Building and other Civil Constructions 120.00
3. | Plant & Machinery(including electrification) 1296.68*
4. | Misc. fixed assets 18.00
5. | Preliminary & Pre-operative expenses, maximum 2% of project cost 15.00
‘ﬁ 6. | Contingency (2% building and 5% on plant and machinery) 31.00
7. | Margin money for Working Capital 38.00
[ Total | 1518.68*
*To be revised as per recommendations of Technical Committee.
9. Proposed means of finance are as follows:
(Rs. in lakh)
S. No. | Particulars % Amount
L, SPV contribution 11.11 168.68*
2. Grant-in-aid from Govt. of India 88.89 1350.00*
- Total | 100.00 | 1518.68* |
*To be revised as per recommendations of Technical Committee.
10. Plant and machinery (with Brief Specification)
(Rs. in lakh)
S. No. | Description No. | Power Cost
Requirement
(HP/KW)
1. | CNC Vertical Machining Centre, 3 Axis, | 2* 50/37.5 180.59
Travel-1100 X 550mm & 650mm with
accessories
2. CNC Horizontal Milling & Boring Machine- | 2* 80/60 664.01
130mm with accessories J
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r 3. CNC turning centre with maximum DIA 350 ot 68/51 186.60 J
mm and space between centres -2000 mm
with CNC controls and standard accessories
4. Hydraulic Cylindrical Grinding Machine - | 2* 20/15 83.84
175/1200U-HMT make with accessories
5. Horizontal spindle surface grinding machine 2% 37/28 85.02
model SFW 1C with CNC controlled
vertical and cross movement
6. Vertical retort gas carburizing furnance 900 | 1 160/120 19.66
X 2500 mm, 120 KW
7. | Tempering furnance 600 X 2500mm-72 KW | 1 96/72 10.14
8. Quenching tank 15000 LTR, 3.75 KW 1 4.67/3.5 1.75
9. Spectrometer for metal analysis 1 2.66/2 14.79
10. Hardness tester 1 1.3/1 Sl 1
1. Universal tensile testing machine digital | 1 3.3/2.3 5.91
model 60 TON (600 KN)
12. Qulitest ~ XJP-6A advanced inverted | 1 0.50/0.38 16.59
metallurgical microscope with selected \
accessories
13. Qualipol-SA  semi automatic polishing } 1 0.50/0.38 6.87 J
machine
14. Digital height gauge 600 mm 1 0 0.39
15. Surface plate 1000mm X 1000mm 1 0 0.37
16. LCD projector 1 21.5 0.59
17. Laptop 1 0.13/0.10 0.45
18. CNC milling & turning  centre's | 10 0 3.00
programming &  operation simulator J
software
18. Desktop computers with original windows, | 10 1.330/ 1.000 5.00 J
computer tables, chairs etc.
Total | 1296.68 |

*As recommended by Tech
No. each. Accordingly, DPR needs to be re-

appraisal

11. Observations:

Following documents are required to be submitted prior to final approval:

(1)
(i)

(iif)

(iv)

)
(vi)

(vii)

Revised DPR as per recommendations of Technical Committee.
Registered lease deed for longer period (at least 30 years) in the name of SPV.
SIDBI Appraisal Report of revised / re-casted DPR after incorporating
recommendations of Technical Committee, vetted by Office of DC (MSME).

Commitment letter from SPV for their contribution.

nical Committee the No. of these machines are to be reduced to 1
casted and submitted for vetting, before SIDBI

Tangible outcomes like number of units, turnover, export, employment etc.
Commitment letter from SPV members to utilize at least 60 percent of installed

capacity.
NOC from Pollution Control Board.



(viii) Documents regarding registration of all the units in MSME Data Bank.

(ix)  Certificate from State Government to construe GFR/ relevant guidelines issued by
Hon’ble Supreme Court / CVC have been adhered to / would be adhered to while
selecting implementing / Partner agencies and in course of forwarding /
implementing the project

12. Proposal for Steering Committee:

Committee may consider the proposal for In-principle Approval for setting up Common Facility
Centre (CFC) in Oil Expeller & Parts Manufacturing Cluster, Ludhiana, Punjab.
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MINUTES OF THE MEETING OF THE TECHNICAL COMMITTEE HELD ON 8.2.2018.

The meeting of the Technical Committee was held in the chairmanship of Sh.
Sanjeev Chawla, Director. The following were present:

Sh. R.K. Rai, Director (MSE-CDP)
Sh. C.S.S. Rao, Dy. Director

Sh. K. S. Sodhi, AD

Sh. Santosh Das, AD

Sh. Charanjeet Singh, AD

Sh. Sanjay Nigam, AD

DB WN -

Following 2 proposals for setting up of the CFC were considered:

(1) CFC in Qil Expeller and Parts Manufacturing Cluster, Ludhiana
(i) CFC in Green Yarn Cluster, Navada

1. CFC in Oil Expeller and Parts Manufacturing Cluster, Ludhiana — The Technical
Division vide its OM No.18(15)/2015-ME dated 6.2.2018 has mentioned that CFC
proposal IN THE PRESENT FORMAT IS NOT TENABLE, the arguments given by the
Technical Division is that CTR, Ludhiana, which is in the vicinity of the Cluster, already
has CNC-VMC and some CNC machines are being procured for CTR, Ludhiana under
TCSP. It is also mentioned that 2 nos. each of high-end machines having proposed by
SPV, which is contrary to the usual practice of recommended one high-end machine of
each type. A

During the meeting, the manufacturing process, relevant machines etc. were
discussed. From the process flow diagram, it is clear that SPV intends to manufacture
components for oil expellers whereas CTR, Ludhiana has expertise in tooling.

As observed by Technical Division, 2 machines of each type may not be required
at this stage. SPV may procure additional machines out of its surplus or otherwise.
Technical Committee is of the opinion that one machine each of CNC-VMC, CNC
Horizontal Milling & Boring Machine, CNC turning center, Hydraulic Cylindrical Grinding
Machine and Horizontal spindle surface grinding machine may be allowed.

As Technical Division has not supported the proposal in the present format, the
Technical Committee is recommending the proposal with single high-end machine of
each type and other machines, the matter may be brought to the notice of Steering
Committee to consider the proposal accordingly.

2. CFC in Green Yarn Cluster, Navada — The Technical Committee supports the
proposal.
(SANJEEV CHAWLA)

To

Director, CDP/Cluster Division/Sh. K.S. Sodhi, AD/Sh. Santosh Das, AD



