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Atmanirbhar Bharat (Self-reliant India) is the vision of the Prime Minister of
India Narendra Modi of making India a self-reliant nation.
(Vocal for Local)

The first mention of this came in the form of the 'Atmanirbhar Bharata Abhiyan'
or 'Self-Reliant India Mission' during the announcement of the corona virus
pandemic related economic package of Rs.20 lakh crores on 12 May 2020.

Private and confidential @Team ATA 9555 929 111

pandemic related economic package of Rs.20 lakh crores on 12 May 2020.

This self-reliant policy does not aim to be protectionist in nature and as the
Finance Minister clarified, "self-reliant India does not mean cutting off
from rest of the world".

The law and IT minister, Ravi Shankar Prasad said that self-reliance does "not
mean isolating away from the world. Foreign direct investment is welcome,
technology is welcome, self-reliant India. translates to being a bigger and more
important part of the global economy."



Initiatives:

As part of the Atmanirbhar Bharat package, numerous government decisions 
have been taken place such as :

Changing the definition of MSMEs (Up to 250 Crores Turnover)

Private and confidential @Team ATA 9555 929 111

Boosting scope for private participation in numerous sectors,

Increasing FDI in the defence sector (up to 74% in defence)

Support in many sectors such as the solar manufacturers sector.



Examples of initiatives helping Atmanirbhar Bharat

The growth of India's personal protective equipment (PPE) sector from zero before 
March, to 1,50,000 pieces a day by the beginning of May, is considered as a fine 
example of a self-reliant India. The PPE industry in India has become a ₹ 7,000 crore 
(US$980 million) in two months, the second largest after China.

The largest fund in the country worth ₹21,000 crore (US$2.9 billion) was setup by 
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The largest fund in the country worth ₹21,000 crore (US$2.9 billion) was setup by 
the IIT Alumni Council with the aim of supporting the mission towards self-reliance.

India's own 'Made in India' 5G network was also announced in July 2020 by Reliance 
Jio. Mukesh Ambani announced in mid-July "Jio has created a complete 5G solution 
from scratch, that will enable us to launch a world-class 5G service in India, using 100 
per cent homegrown technologies and solutions".

In August 2020, the Defence Minister Rajnath Singh announced that the Defence Ministry 
is "now ready for a big push to Atmanirbhar Bharat initiative" by imposing an "import 
embargo on 101 items" in a staged manner over a period of 5 years.



The Swadeshi movement was part of the Indian independence movement.
Swadeshi movement was started in 1905 , and continued up to 1911.

Swadeshi Movement

Etymology
The word Swadeshi derives from Sanskrit and is a sandhi, or conjunction, of two
Sanskrit words. Swadesh translates to "own country," from constituent
parts Swa and Desh which correspond to "self"/"own" and "country"
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parts Swa and Desh which correspond to "self"/"own" and "country"
respectively. Swadeshi, the adjectival form, means "of one's own country".

National Handloom Day
On 7 August 2015, Prime Minister of India, Narendra Modi, instituted and
celebrated first annual "National Handloom Day of India" to promote
indigenous handloom and khadi products.
The date was chosen as on this date in 1905 that proclamation was made to
commence Swadeshi movement to boycott foreign goods and use
only Indian-made products.



Atmanirbhar Bharat - Make in India movement - 'Vocal for Local’

SAIL for steel production, 

IIT for domestic engineers,

AIIMS for medical science,

DRDO for defence research,
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DRDO for defence research,

HAL for aviation,

ISRO for space,

NTPC and GAIL in the area of energy



"People will be able to connect globally and shop locally”

Calls for India to boycott Chinese products (and promote an Atmanirbhar 
Bharat instead), are practically difficult in the short term for India as India 
imports $75 billion worth of goods every year from China, to the extent that 
parts of Indian industry are dependent on China.
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But, Results of the boycott China movement started showing in early August, with 
Government of China's customs data showing that Chinese exports to India 
had fallen by 25% as compared to the same period in 2019

Atma nirbhar Bharat" campaign was aimed at giving a new boost to the 
economic potential of the country by strengthening infrastructure, using 
modern technologies, enriching human resource, and creating robust 
supply chains.
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 Call forआȏिनभŊर भारत or Self-Reliant India Movement

 Five pillars of Atmanirbhar Bharat – Economy, Infrastructure,  System, 
Vibrant Demography and Demand

 Special economic and comprehensive package of Rs 20 lakh  crores -
equivalent to 10% of India’s GDP
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equivalent to 10% of India’s GDP

 Package to cater to various sections including cottage industry,  MSMEs, 
labourers, middle class, industries, among others.

 Bold reforms across sectors will drive the country's push towards  self-
reliance

 It is time to become vocal for our local products and make them  global.
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Rs.20 Lakh Crores Economic Package 
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Rs.20 Lakh Crores Economic Package 
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Rs.20 Lakh Crores Economic Package 
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Rs.20 Lakh Crores Economic Package 
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Industrial Revolution History
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Micro, Small & Medium Enterprises (MSME)

Why MSME is so 
important….. ?
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Micro, Small & Medium Enterprises (MSME)

Contribution of MSME is 8 per cent 
of GDP, 

Approx 45 per cent of manufacturing 
output and 
Approx 40 per cent of exports of the    

country .
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They are least investment driven with 
high returns. 

Employment creation is next to 
agriculture, thus MSME sector has 
potential of tapping individuals to associate 
with economic activities by way of 
self-employment.



Micro, Small & Medium Enterprises (MSME)

THE MICRO, SMALL AND MEDIUM ENTERPRISES DEVELOPMENT 
ACT, 2006

Effective from 

2nd October, 2006, vide notification No. S.O. 1154(E) 
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2nd October, 2006, vide notification No. S.O. 1154(E) 

dated 18th July, 2006, see Gazette of India, Extraordinary Part II 
sec.3(ii)

MSMED, Act 2006

6 Chapters &  32 Sections



GOI

Ministry of Micro, Small and Medium Enterprises

The Ministry of MSME, a branch of the Government of India, is the apex
executive body for the formulation and administration of rules,

Micro, Small & Medium Enterprises (MSME)
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executive body for the formulation and administration of rules,
regulations and laws relating to micro, small and medium enterprises in
India

Founded in : 2007

Headquarters : Udyog Bhawan, Rafi Marg, New Delhi - 110 011

Officeholders: Shri Pratap Chandra Sarangi (MOS independent charge),
Shri Nitin Gadkari (Union Minister)

Annual budget : The Union Budget 2020-21 has earmarked an all-time 
high allocation of Rs 7,572.20 crore



Micro, Small & Medium Enterprises (MSME)

Ministry of MSME functions:

Facilitation and credit flow to MSMEs

Improving competitiveness of MSMEs

Improve manufacturing base through up-gradation of technology

Marketing support to MSMEs
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Marketing support to MSMEs

Skill development and entrepreneurship development training

Creation of new Micro Enterprises through Prime Minister’s   

Employment Generation Program (PMEGP)

Growth and development of Khadi and Village Industries (KVI) sector



Setting up of Micro, Small and
Medium Enterprises

Project Selection

Technology and Machinery

Arranging Finance

Unit Development

Approvals
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Clearances

Quality Certification

Directory of testing labs

Goods and Service Tax

Bhabha Atomic Research Centre, Mumbai AKRUTI Technologies for   

MSMEs/Rural/Semi-Urban Entrepreneurs

About Trade Receivable Discounting System(TReDS)



Benefits of MSME/Udyam Registration

Priority Lending

Credit Linked Guarantee Scheme(Collateral Free loans)

Eligible for Industrial Promotion subsidy

50% subsidy on Patent registration

1% /2% exemption on the interest rate on overdraft
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Protection against delayed payments

Expenditure Reimbursement of ISO Certification charges

Concession in electricity bills

Market assistance from the government and Export Promotion

Technology and quality up-gradation support to MSMEs

Capital and other grants for infrastructure development

Various Compliances exemption and relaxation under Income Tax, GST.



What is “Enterprise”

Sec 2(e) of MSMED, Act 2006

“Enterprise” means an industrial undertaking or a business concern or any 
other establishment, by whatever name called, 

Engaged in the manufacture or production of goods, in any manner,   
pertaining to any industry specified in the First Schedule to the Industries   
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pertaining to any industry specified in the First Schedule to the Industries   
(Development and Regulation) Act, 1951 (55 of 1951) 

or 

Engaged in providing or rendering of any service or services



Classification of  an Enterprise

An Enterprise has been classified in to the 3 categories (Sec 7):
Micro
Small 
Medium

Micro, Small & Medium Enterprises, In accordance with the provision of
(MSMED) Act, 2006 were classified in two Classes based on the investment:
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Manufacturing Enterprises:-
Service Enterprises:-



Classification of an Enterprises

Ministry of MSMEs has amended the classification criteria and threshold limit.
Revised definition provides twin criteria and no such distinction between
manufacturing and service enterprises (13th May 2020):

 Investment in Plant & Machinery or Equipment
 Turnover
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Classification of an Enterprises

Manufacturing 
& Services

Investment<1 Cr
And
Turnover < 5 Cr

Investment<10Cr
And
Turnover < 50 Cr

Investment<50Cr
And
Turnover <250 Cr

Further the limit of investment and turnover for Medium category has been 
enhanced vide notification dt 26th Jun 2020.
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 In case of Upward change, enterprise will maintain its  prevailing 
status till expiry of one year from the close  of the Financial year 
of registration.

 In case of Reverse-Graduation, Enterprise will continue in its present
category till the closure of the financial year.

 Benefit of the changed status only w.e.f  1st April of  the F.Y. 
following the year in which such change took  place.

Turnover < 5 Cr Turnover < 50 Cr Turnover <250 Cr



Composite criteria of investment & 
turnover for classification

(1) A composite criterion of investment and turnover shall apply for
classification of an enterprise as micro, small or medium.

(2) If an enterprise crosses the ceiling limits specified for its present category
in either of the two criteria of investment or turnover, it will cease to exist in
that category and be placed in the next higher category but no enterprise
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that category and be placed in the next higher category but no enterprise
shall be placed in the lower category unless it goes below the ceiling
limits specified for its present category in both the criteria of investment as well as
turnover.

(3) All units with Goods and Services Tax Identification Number (GSTIN) listed
against the same Permanent Account Number (PAN) shall be collectively
treated as one enterprise and the turnover and investment figures for all of
such entities shall be seen together and only the aggregate values will be
considered for deciding the category as micro, small or medium enterprise.



Calculation of investment in 
plant and machinery or equipment

(1) The calculation of investment in plant and machinery or equipment will be
linked to the Income Tax Return (ITR) of the previous years filed under the
Income Tax Act.

(2) In case of a new enterprise, where no prior ITR is available, the
investment will be based on self-declaration of the promoter of the enterprise and
such relaxation shall end after the 31st March of the financial year in which it
files its first ITR.
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files its first ITR.

(3) The expression “plant and machinery or equipment” of the enterprise, shall
have the same meaning as assigned to the plant and machinery in the Income Tax
Rules, 1962 and shall include all tangible assets (other than land and
building, furniture and fittings).

(4) The purchase (invoice) value of a plant and machinery or equipment,
whether purchased first hand or second hand, shall be taken into account
excluding Goods and Services Tax (GST), on self-disclosure basis, if the
enterprise is a new one without any ITR.



Calculation of investment in 
plant and machinery or equipment

(5)The Depreciated value (WDV) of a plant and machinery or equipment, Will be
considered for the existing /Running units having ITR and Balance sheet.

(6) The cost of certain items specified in the Explanation I to sub-section (1) of
section 7 of the Act shall be excluded from the calculation of the amount of
investment in plant and machinery
Explanation I to sub-section (1) of section 7:
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Explanation I to sub-section (1) of section 7:

Explanation 1.—For the removal of doubts, it is hereby clarified that in calculating
the investment in plant and machinery,

Cost of pollution control,
Research and development,
Industrial safety devices and
Such other items as may be specified,

by notification, shall be excluded.



Calculation of Turnover

(1)Exports of goods or services or both, shall be excluded while calculating 
the turnover of any enterprise whether micro, small or medium, for the 
purposes of classification.

(2) Information as regards turnover and exports turnover for an enterprise shall 
be linked to the Income Tax Act or the Central Goods and Services Act 
(CGST Act) and the GSTIN.
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(CGST Act) and the GSTIN.

(3) The turnover related figures of such enterprise which do not have PAN will 
be considered on self-declaration basis for a period up to 31st March, 2021 
and thereafter, PAN and GSTIN shall be mandatory.



New Version of MSME

EM
(Entrepreneurs 
Memorandum)
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UAM
(Udyog Aadhar 
Memorandum)

Udyam



New Version of MSME
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Micro, Small & Medium Enterprises (MSME)
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For Existing Enterprises under -MSME

All existing enterprises registered under EM–Part-II or UAM shall register 
again on the Udyam Registration portal on or after the 1st day of July, 2020.

All enterprises registered till 30th June, 2020, shall be reclassified in 
accordance with this notification.
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The existing enterprises registered prior to 30th June,2020, shall continue to 
be valid only for a period up to the 31stday of March, 2021.

An enterprise registered with any other organization under the Ministry of Micro, 
Small and Medium Enterprises shall register itself under Udyam Registration.



Government has organized a full system of Facilitation for 
Registration Process:

An enterprise for the purpose of this process will be known as Udyam and its  
Registration Process will be known as 'Udyam Registration'

A permanent registration number will be given after registration.

After completion of the process of registration, a certificate will be issued 

Micro, Small & Medium Enterprises (MSME)

Private and confidential @Team ATA 9555 929 111

After completion of the process of registration, a certificate will be issued 
online.

This certificate will have a dynamic QR Code from which the web page on our 
Portal and details about the enterprise can be accessed.

There will be no need for renewal of Registration.

Our single window systems at Champions Control Rooms and at DICs will 
help you in the process.

Registration Process is totally free. No Costs or Fees are to be paid to 
anyone



Micro, Small & Medium Enterprises (MSME)

MSME Registration is free, paperless and based on self-
declaration
MSME registration process is fully online, paperless and based on self-

declaration.

No documents or proof are required to be uploaded for registering an MSME.

Only Adhaar Number will be enough for registration.
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Only Adhaar Number will be enough for registration.

PAN & GST linked details on investment and turnover of enterprises will be
taken automatically from Government data bases.

Our online system will be fully integrated with Income Tax and GSTIN systems.

Having PAN & GST number is mandatory from 01.04.2021.

Those who have EM-II or UAM registration or any other registration issued by
any authority under the Ministry of MSME, will have to re-register themselves.

No enterprise shall file more than one Udyam Registration. However,
any number of activities including manufacturing or service or both may be
specified or added in one Registration.



Micro, Small & Medium Enterprises (MSME)

Register a Micro, Small and Medium Enterprise:

Any person who intends to establish a micro, small or medium enterprise may file    
Udyam Registration online in the Udyam Registration portal, based on self-
declaration with no requirement to upload documents, papers, certificates or 
proof.
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 On registration, an enterprise (referred to as “Udyam” in the Udyam  
Registration portal) will be assigned a permanent identity number to be known as   
“Udyam Registration Number”.

 An e-certificate, namely, “Udyam Registration Certificate” shall be issued on  
completion of the registration process.



Micro, Small & Medium Enterprises (MSME)

The form for registration shall be as provided in the Udyam Registration portal.
 There will be no fee for filing Udyam Registration.
 Aadhaar number shall be required for Udyam Registration.
 The Aadhaar number shall be of the proprietor in the case of a proprietorship firm, 
of the managing partner in the case of a partnership firm and of a karta in the case of 
a Hindu Undivided Family (HUF).
 In case of a Company or a Limited Liability Partnership or a Cooperative Society or a 
Society or a Trust, the organization or its authorized signatory shall provide its 
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Society or a Trust, the organization or its authorized signatory shall provide its 
GSTIN and PAN along with its Aadhaar number.
 In case an enterprise is duly registered as an Udyam with PAN, any deficiency of 
information for previous years when it did not have PAN shall be filled up on self-
declaration basis.
No enterprise shall file more than one Udyam Registration: Provided that 
any number of activities including manufacturing or service or both may be specified or 
added in one Udyam Registration.
Whoever intentionally misrepresents or attempts to suppress the self-declared 
facts and figures appearing in the Udyam Registration or updation process shall be liable 
to such penalty as specified under section 27 of the Act.



Negative List for MSME/Udyam-Registration
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Negative List for MSME/Udyam-Registration
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Negative List for MSME/Udyam-Registration
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Udyam registration process
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Micro, Small & Medium Enterprises (MSME)
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Micro, Small & Medium Enterprises (MSME)

Notification No. 2119(e) dated 26.06.2020  has 
supressed the various earlier notifications :

S.O.1702 (E ), dated the 1st June, 2020,
S.O. 2052 (E), dated the 30th June, 2017,
S.O.3322 (E ), dated the 1st November, 2013
S.O.1722 (E ), dated the 5th October, 2006,
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S.O.1702 (E ), dated the 1st June, 2020
The Government, in the Ministry of Micro, Small and Medium Enterprises has
issued a notification number S.O.1702 (E ), dated the 1st June, 2020, to
make the change the MSME definition in accordance with Aatmanirbhar
Bharat Package on 13th May, 2020. New definition and criterion have been
taken in the notification dt 26th Jun 20020.

S.O.1722 (E ), dated the 5th October, 2006,



Micro, Small & Medium Enterprises (MSME)

S.O. 2052 (E), dated the 30th June, 2017
It has explained detailed procedure for filing Udyog Aadhar Memorandum-
Now this has been changed to Udyam registration and hence the same has been
suppressed.

S.O.3322 (E ), dated the 1st November, 2013
If an enterprise faIling under any of the three categories of enterprises a.s defined 
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If an enterprise faIling under any of the three categories of enterprises a.s defined 
in the Act, graduates to a higher category from its original category or beyond
the purview of the Act, it shall continue to avail all non-tax benefits of its original 
category notified by the Ministry of Micro, Small and Medium Enterprises for a 
period of three years from the date of such graduation to the higher category".

S.O.1722 (E ), dated the 5th October, 2006
Central Government specifies the items, the cost of which shall be excluded
while calculating the investment in plant and machinery



 TReDS has been introduced with the MCA notification dated 02.11.2018
which mandates all the companies with turnover of more than Rs 500/-
crore to register on TReDS portal.

 This is a long step to avoid the blockage of funds of the Micro, Small and
Medium Enterprises which will thereon help a lot in continuous working
capital availability.capital availability.

 On 02.11.2018 Ministry of Corporate Affairs by notification no. 5622
specified that the companies taking supplies from MSMEs and making default
in payment to them in excess of 45 days need to submit half yearly
return which was notified by MCA on 22.01.2019 i.e. MSME Form-1.

 This is the scheme for setting up and operating the institutional mechanism for
facilitating the financing of trade receivables of MSMEs from corporate
and other buyers, including Government Departments and Public Sector
Undertakings (PSUs), through multiple financiers
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 The invoice is uploaded by either buyer or supplier depending on the
method of discounting and is approved by the other party.

 Once the invoice is approved, the financiers on the platform start to bid
on the invoice.

 Only MSMEs can participate as sellers in TReDS.
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 Only MSMEs can participate as sellers in TReDS.

 MSME seller would not have to pay to the financier in case the buyer
defaults in repayment that means without recourse



 Government e-Marketplace (GeM) is a one stop portal to facilitate
online procurement of common use Goods & Services required by
various Government Departments / Organizations / PSUs.
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Total : 6 Chapter & 32 Sections

The MSMED ACT, 2006

CHAPTER I PRELIMINARY   ( 1& 2)

CHATER II NATIONAL BOARD FOR MICRO, SMALL AND MEDIUM ENTERPRISES (3 to 6)

CHAPTER III CLASSIFICATION OF ENTERPRISES, ADVISORY COMMITTEE ANDMEMORANDUM

OF MICRO, SMALL AND MEDIUM ENTERPRISES  (7 & 8)
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CHAPTER IV MEASURES FOR PROMOTION, DEVELOPMENT AND ENHANCEMENT 

OFCOMPETITIVENESS OF MICRO, SMALL AND MEDIUM ENTERPRISES ( 9 to 14)

CHAPTER V DELAYED PAYMENTS TO MICRO AND SMALL ENTERPRISES (15 to 25)

CHAPTER VI MISCELLANEOUS (26 to 32)



The MSMED ACT, 2006

Section-15 Liability of buyer to make payment:
Where any supplier supplies any goods or renders any services to any buyer, the buyer shall make
payment therefor on or before the date agreed upon between him and the supplier in writing or,
where there is no agreement in this behalf, before the appointed day:

Provided that in no case the period agreed upon between the supplier and the buyer in writing
shall exceed forty-five days from the day of acceptance or the day of deemed acceptance
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Section -16 Date from which and rate at which interest is payable
Where any buyer fails to make payment of the amount to the supplier, as required under section
15, the buyer shall, notwithstanding anything contained in any agreement between the buyer and the
supplier or in any law for the time being in force, be liable to pay compound interest with monthly
rests to the supplier on that amount from the appointed day or, as the case may be, from the date
immediately following the date agreed upon, at three times of the bank rate notified by the Reserve
Bank.

Section- 17 Recovery of amount due.
For any goods supplied or services rendered by the supplier, the buyer shall be liable to pay the amount 
with interest thereon as provided under section 16.



The MSMED ACT, 2006

Section-18.Reference to Micro and Small Enterprises Facilitation 
Council
Notwithstanding anything contained in any other law for the time being in force, any party to a 
dispute may, with regard to any amount due under section 17, make a reference to the 
Micro and Small Enterprises Facilitation Council

On receipt of a reference under sub-section (1), the Council shall either itself conduct
conciliation in the matter or seek the assistance of any institution or centre providing
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conciliation in the matter or seek the assistance of any institution or centre providing
alternate dispute resolution
services (provisions of sections 65 to 81 of the Arbitration and Conciliation Act, 1996 (26 of
1996) shall apply to such a dispute as if the conciliation was initiated under Part III of that
Act)



The MSMED ACT, 2006

Section -22.Requirement to specify unpaid amount with interest 
in the annual statement of accounts – Disclosures in the 
financial statements :

Where any buyer is required to get his annual accounts audited under any law for the 
time being in force, such buyer shall furnish the following additional information in 
his annual statement of accounts,
namely:—
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namely:—

(i)the principal amount and the interest due thereon (to be shown separately) 
remaining unpaid to any supplier as at the end of each accounting year;

(ii) the amount of interest paid by the buyer in terms of section 16, along with the 
amount of the payment made to the supplier beyond the appointed day during each 
accounting year;



The MSMED ACT, 2006

(iii) the amount of interest due and payable for the period of delay in making 
payment (which have been paid but beyond the appointed day during the year) but without 
adding the interest specified under this Act;

(iv) the amount of interest accrued and remaining unpaid at the end of each accounting 
year; and

(v) the amount of further interest remaining due and payable even in the 
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(v) the amount of further interest remaining due and payable even in the 
succeeding years, until such date when the interest dues as above are actually paid to the 
small enterprise, for the purpose of disallowance as a deductible expenditure under section 23

Section 23.Interest not to be allowed as deduction from 
income.—

Notwithstanding anything contained in the Income-tax Act, 1961 (43 of 1961), the amount of 
interest payable or paid by any buyer, under or in accordance with the provisions of this 
Act, shall not, for the purposes of computation of income under the Income-tax 
Act, 1961, be allowed as deduction



The MSMED ACT, 2006

Section-27 Penalty for contravention of section 8 or section 22 or 
section 26.—

(1) Whoever intentionally contravenes or attempts to contravene or abets the contravention of 
any of the provisions contained in sub-section (1) of section 8 or sub-section (2) of section 26 
shall be punishable—
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(a) in the case of the first conviction, with fine which may extend to rupees one 
thousand; and

(b) in the case of second or subsequent conviction, with fine which shall not be less than 
rupees
one thousand but may extend to rupees ten thousand.

(2) Where a buyer contravenes the provisions of section 22, he shall be punishable with fine 
which shall not be less than rupees ten thousand.



Disclosures -Financials

Disclosures 
Requirement…
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Requirement…



Disclosures -Financials

Companies Act, 2013 :

Form MSME-I - Half yearly reporting requirements (31st Oct and 30th April)

MCA vide notification “Specified Companies (Furnishing of Information about payment to 
micro and small enterprise suppliers) Order, 2019” dated 22nd January 2019, mandates that, 

MSMED , Act - Section-22 : already discussed
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all specified companies who buy goods or avail services from micro and small enterprises and 
whose payments to such suppliers have exceeded 45 days shall submit a half yearly 
return(eform MSME Form I) to the ministry of corporate affairs (MCA) stating the 
following:-

the outstanding amount due and
the reasons for delay;



Disclosures -Financials

Schedule-III :
The detail disclosure in Trade payable category in Balance Sheet as well as on Notes to 
Account regarding dues of MSEs
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Disclosures -Requirements

Tax Audit Report- Form 3CD:
Clause No. 22: Interest inadmissible u/s 23 of MSMED Act, 2006
This clause is applicable to all the assessees and requires Tax Auditor to report the
amount of interest inadmissible u/s 23 of the Micro, Small and Medium 
Enterprises Development Act, 2006 (MSMED, Act 2006). As per the said section, 
any interest for delayed payment to Micro, Small and Medium Enterprises is not 
allowed as deductible expenditure while computing the income of the assessee 
under the Income Tax Act, 1961. 

Private and confidential @Team ATA 9555 929 111

under the Income Tax Act, 1961. 

Auditors Report - Standard on Auditing (SA):250 
Consideration of laws and regulations in an audit of financial 
statements

This Standard on Auditing (SA) deals with the auditor’s responsibility to consider 
Laws and regulations when performing an audit of financial statements



Disclosures -Requirements

Auditors Role
• Obtain list of suppliers from the assessee, which are covered under the
MSMED Act, 2006 in confirmation with which obtain Registration
Certificate along with details of transaction covered into and balance
outstanding.

• Review the list so obtained, also cross check the list with the disclosures
made in the financial statements as per section 22 mentioned above.
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made in the financial statements as per section 22 mentioned above.

• Obtain ageing analysis of such suppliers so as to ascertain outstanding
beyond agreed period or 45 days as the case may be (follow section 15 as
mentioned above).

• Check whether any interest due to them or paid during the year in terms of
section 16 of MSMED Act, 2006 as mentioned above which has been debited or 
provided for in the books of account. Tax auditor can apply test checks in this 
regard.



Disclosures -Requirements

• Verify the additional information provided by the auditee relating to
interest u/s 16 in his financial statement.

• If on test check basis, the auditor is satisfied, then the amount so debited to
the profit and loss account should be reported under clause 22. In case there
is no interest inadmissible, then it should be mentioned ‘NIL’ under this
clause.
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clause.

• In case the assessee does not have the relevant information to be reported in
this clause ensure to disclose the same, which could be as under:

The entity does not have relevant information regarding any micro or
small enterprise which is registered under the provisions of the
Micro, Small and Medium Enterprises Development Act, 2006.
Hence amount due and interest payable is not ascertainable.



Economic Package Benefits 
to Businesses Including MSMEs

Benefits to MSMEs :

1. Rs. 3 lakh crores Collateral-freeAutomatic Loans

2. Rs. 20,000 crores Subordinate Debt

3. Rs 50,000 cr. Equity infusion

4. New Definition of MSMEs
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4. New Definition of MSMEs

5. Global tenders to be disallowed  up to Rs 200 crores

6. MSME receivables to be released in 45 days



MSME sector – Restructuring of Advances

It has been decided to extend the one-time restructuring of MSME advances 
permitted in terms of the aforesaid circular-DBR.No.BP.BC.18/21.04.048/2018-19 dated 
January 1, 2019. 

Accordingly, a one-time restructuring of existing loans to MSMEs classified as 'standard' 
without a downgrade in the asset classification is permitted, subject to the following 
conditions:

The aggregate exposure, including non-fund based facilities, of banks and NBFCs to the 
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The aggregate exposure, including non-fund based facilities, of banks and NBFCs to the 
borrower does not exceed ₹25 crore as on January 1, 2020.

The borrower’s account was in default but was a ‘standard asset’ as on January 1, 
2020 and continues to be classified as a ‘standard asset’ till the date of implementation of the 
restructuring.

The restructuring of the borrower account is implemented on or before December 31, 2020. 

The borrowing entity is GST-registered on the date of implementation of the restructuring. 
However, this condition will not apply to MSMEs that are exempt from GST-registration. This 
shall be determined on the basis of exemption limit obtaining as on January 1, 2020.



MSME sector – Restructuring of Advances

In view of the continued need to support the viable MSME entities on account of the fallout of Covid19 and 
to align these guidelines with the Resolution Framework for COVID 19 – related Stress announced for other 
advances, it has been decided to extend the scheme permitted in terms of the aforesaid circular dated 
6th Aug 2020. 
Accordingly, existing loans to MSMEs classified as 'standard' may be restructured without a downgrade in 
the asset classification, subject to the following conditions:

The aggregate exposure, including non-fund based facilities, of banks and NBFCs to the borrower does 
not exceed ₹25 crore as on March 1, 2020.
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The borrower’s account was a ‘standard asset’ as on March 1, 2020.

The restructuring of the borrower account is implemented by March 31, 2021.

The borrowing entity is GST-registered on the date of implementation of the restructuring. However, 
this condition will not apply to MSMEs that are exempt from GST-registration. This shall be determined on 
the basis of exemption limit obtaining as on March 1, 2020.

Asset classification of borrowers classified as standard may be retained as such, whereas the accounts 
which may have slipped into NPA category between March 2, 2020 and date of implementation may be 
upgraded as ‘standard asset’, as on the date of implementation of the restructuring plan. The asset 
classification benefit will be available only if the restructuring is done as per provisions of this circular.

As hitherto, for accounts restructured under these guidelines, banks shall maintain additional 
provision of 5% over and above the provision already held by them.



MSME  – Samadhan Portal
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Benefits to Businesses Including MSMEs

Credit/Funding to MSMEs :

1. Rs. 3 lakh crores Collateral-freeAutomatic Loans

2. Rs. 20,000 crores Subordinate Debt

3. Rs 50,000 cr. Equity infusion

4. Mudra Loan for MSMEs- up to 10 lakh
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4. Mudra Loan for MSMEs- up to 10 lakh

5. PMEGP – 10 lakh to 25 lakh with 35% Subsidy

6. CGTMSE –Loan up to 2 crores



Rs. 3 lakh crores 
Collateral-free Automatic Loans 
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Collateral-free Automatic Loans 
for Businesses, including MSMEs



Rs. 3 lakh crores Collateral-free Automatic  
Loans for Businesses, including MSMEs

 Businesses/MSMEs have been badly hit due to COVID19 need additional
funding to meet operational liabilities built up, buy raw material and restart
business

 Decision: Emergency Credit Line to Businesses/MSMEs from Banks and
NBFCs up to 20% of entire outstanding credit as on 29.2.2020

 Borrowers with up to Rs. 25 crore outstanding and Rs.100 crore turnover eligible
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 Borrowers with up to Rs. 25 crore outstanding and Rs.100 crore turnover eligible

 Loans to have 4 year tenor with moratorium of 12 months on Principal repayment

 Interest to be capped ( 9.25 % for SCB and 14 % for NBFCs)

 100% credit guarantee cover to Banks and NBFCs on principal and  interest

 Scheme can be availed till 30th Nov2020

 No guarantee fee, no fresh collateral

 45 lakh units can resume business activity and safeguard jobs.



Distressed Assets Fund
Rs. 20,000 crores Subordinate Debt  

for Stressed MSMEs
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for Stressed MSMEs



Rs. 20,000 crores Subordinate Debt  
for Stressed MSMEs

 Stressed MSMEs need Equity support

 GoI will facilitate provision of Rs. 20,000 cr as subordinatedebt

 Two lakh MSMEs are likely to benefit

 Functioning MSMEs which are NPA or are stressed will be eligible
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 Govt. will provide a support of Rs. 4,000 Cr to CGTMSE

 CGTMSE will provide partial Credit Guarantee support to  Banks

 Promoters of the MSME will be given debt by banks, which will  then be 

infused by promoter as equity in the Unit.



Rs. 20,000 crores Subordinate Debt  
for Stressed MSMEs

Description of the scheme:

 MSME survive on thin margin and com under financial stress at slightest
disruption. To support MSME units which have become stressed, there is a
need to infuse capital in the MSME units in the form of equity or sub-debt
so that they can be revived.
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 The stressed assets fund –sub debt scheme seeks to extend support to the
promoter(s) of the distressed units MSMEs by providing a debt facility of
up to 15% of the promoters contribution or Rs 75 lakh, to the promoters.

 Promoter in turn will infuse the amount in the MSME unit as equity and
thereby enhance the liquidity and maintain debt equity ratio.



Rs. 20,000 crores Subordinate Debt  
for Stressed MSMEs

Nature of Assistance

 Guarantee for fund raising for revival : GOI will provide guarantee 
coverage of up to 85% for loans up to Rs. 5 lakh and 75% for loans beyond 
Rs. 5 Lakh to MSME for them to raise funds from financial institutions.
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Salient Features

 The quasi-equity provision with the guarantee balance the risk and rewards 
between the lenders (bank) and customer. In a situation where an outright loan is 
too risky, quasi equity with guarantee will provide the requisite financing to the 
company.

 Subordinate debt will be of substantial help in sustaining and reviving the 
MSME which have either become NPA or are on the brink of becoming NPA. 



Rs. 20,000 crores Subordinate Debt  
for Stressed MSMEs

Expected Impact:

 Provision for sub debt will be of Rs. 20,000 Crores which is likely to benefit 2 
Lakh MSMEs

 The bigger number of MSME promoters can do business without worry and 
avail present opportunities.
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 These MSMEs will continue to function, provide Jobs and contribute in national 
economy. 

Who can Apply & How can apply :

 Functioning MSMEs which are NPA or are stressed will be eligible.

 Promoters of such units can Apply. 

 Promoters of MSME meeting the eligibility criteria may approach the scheduled 
commercial banks to avail benefit under the scheme. 



Rs 50,000 cr. 
Equity infusion for MSMEs 
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through Fund of Funds



Rs 50,000 cr. Equity infusion for MSMEs 
through Fund of Funds

Description of the scheme:

 MSME face severe shortage of equity funds. The funds of fund will provide
equity funding for MSMEs with growth potential and viability with the
ultimate aim of encouraging the MSME to grow and get listed on stock
exchanges.
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 With Govt intervention, the scheme would be able to intermediate different
types of funds in to underserved MSMEs and address the growth needs of viable
and high growth MSMEs.

All MSMEs are eligible for the funding.



Rs 50,000 cr. Equity infusion for MSMEs 
through Fund of Funds

 MSMEs face severe shortage of Equity.

 Fund of Funds with Corpus of Rs 10,000 crores will be set up.

 Will provide equity funding for MSMEs with growth potential and
viability.
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 FoF will be operated through a Mother Fund and few daughter funds, 
where  Govt of India would be anchor investor for Mother Fund.

 Fund structure will help leverage Rs 50,000 cr of funds at daughter 
funds level

 Will help to expand MSME size as well as capacity.

 Will encourage MSMEs to get listed on main board of Stock Exchanges.



MUDRA
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MUDRA
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MUDRA
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MUDRA
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MUDRA
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MUDRA
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MUDRA
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MUDRA
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MUDRA
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Prime minister’s employment 
generation programme 
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generation programme 
(PMEGP)



Prime minister’s employment generation 
programme (PMEGP)

Government of India has approved the introduction of a new credit linked subsidy
programme called Prime Minister’s Employment Generation Programme
(PMEGP) by merging the two schemes that were in operation till 31.03.2008 namely

Prime Minister’s Rojgar Yojana (PMRY) and
Rural Employment Generation Programme (REGP)

for generation of employment opportunities through establishment of micro enterprises in

@Acutus consulting

for generation of employment opportunities through establishment of micro enterprises in
rural as well as urban areas.

PMEGP will be a central sector scheme to be administered by the Ministry of Micro,
Small and Medium Enterprises. The Scheme will be implemented by Khadi and Village
Industries Commission (KVIC), a statutory organization under the administrative control of
the Ministry of MSME as the single nodal agency at the National level.

At the State level, the Scheme will be implemented through State KVIC Directorates,
State Khadi and Village Industries Boards (KVIBs) and District Industries Centres (DICs)
and banks.



Objectives-PMEGP

(i) To generate employment opportunities in rural as well as urban
areas of the country through setting up of new self-employment
ventures/projects/micro enterprises.

(ii) To bring together widely dispersed traditional artisans/ rural and urban
unemployed youth and give them self-employment opportunities to the
extent possible, at their place.
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(iii) To provide continuous and sustainable employment to a large segment of
traditional and prospective artisans and rural and urban unemployed youth in the
country, so as to help arrest migration of rural youth to urban areas.

(iv) To increase the wage earning capacity of artisans and contribute to
increase in the growth rate of rural and urban employment.



Quantum and Nature of Financial
Assistance-PMEGP
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(1) The maximum cost of the project/unit admissible under manufacturing
sector is Rs. 25 lakh.

(2) The maximum cost of the project/unit admissible under business/service
sector is Rs. 10 lakh.



Eligibility Conditions of Beneficiaries-PMEG

Any individual, above 18 years of age

There will be no income ceiling for assistance for setting up projects.

For setting up of project costing above Rs.10 lakh in the manufacturing sector
and above Rs. 5 lakh in the business /service sector, the beneficiaries should
possess at least VIII standard pass educational qualification.

Assistance under the Scheme is available only for new projects sanctioned.
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Self Help Groups (including those belonging to BPL provided that they have
not availed benefits under any other Scheme) are also eligible for assistance.

Institutions registered under Societies Registration Act,1860;

Production Co-operative Societies, and

Charitable Trusts.

Existing Units (under PMRY, REGP or any other scheme of Government of
India or State Government) and the units that have already availed
Government Subsidy under any other scheme of Government of India or
State Government are not eligible.



Other eligibility conditions- PMEGP

(i) A certified copy of the caste/community certificate or relevant document
issued by the competent authority in the case of other special categories, is
required to be produced by the beneficiary to the concerned branch of the Banks
along with the Margin Money (subsidy) Claim.

(ii) A certified copy of the bye-laws of the institutions is required to be
appended to the Margin Money (subsidy) Claim, wherever necessary.
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(iii) Project cost will include Capital Expenditure and one cycle of
Working Capital. Projects without Capital Expenditure are not eligible for
financing under the Scheme.

Projects costing more than Rs.5 lakh, which do not require working
capital, need clearance from the Regional Office or Controller of the Bank‟s
Branch and the claims are required to be submitted with such certified copy of
approval from Regional Office or Controller, as the case may be.



Other eligibility conditions- PMEGP

(iv) Cost of the land should not be included in the Project cost. Cost of
the ready built as well as long lease or rental Workshed/ Workshop can be
included in the project cost subject to restricting such cost of ready built as well as
long lease or rental workshed/workshop to be included in the project cost
calculated for a maximum period of 3 years only.

(v) PMEGP is applicable to all new viable micro enterprises, including
Village Industries projects except activities indicated in the negative list of
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Village Industries projects except activities indicated in the negative list of
Village Industries.

Existing/old units are not eligible (Para 29 of the guidelines refers)

Only one person from one family is eligible for obtaining financial assistance
for setting up of projects under PMEGP.

The family includes self and spouse.



Financial Institutions-PMEGP

Public Sector Banks.

All Regional Rural Banks.

Co-operative Banks 

Private Sector Scheduled Commercial Banks 

Small Industries Development Bank of India (SIDBI).
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Bank Finance- PMEGP

General Category- 90% of the project cost

special category - 95% of the project cost

Bank will finance :

Capital Expenditure in the form of Term Loan and

Working Capital in the form of cash credit.
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Working Capital in the form of cash credit.

Project can also be financed by the Bank in the form of Composite Loan consisting
of Capital Expenditure and Working Capital.

Eg: Mr. tiwari applies to PSB bank for Rs 10 lakh loan, the bank might finance only 
90% of the loan amount (ie Rs 9,00,000/-). The balance 10% (ie Rs 1,00,000/-) is 
called as margin money and Mr. tiwari has to make arrangements for the same



Rate of interest and repayment 
schedule -PMEGP

Normal rate of interest shall be charged.

Repayment schedule may range between 3 to 7 years

No collateral security nor any third party guarantee is insisted here. 
Any assets created from the bank loan should be hypothecated to Bank
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Entrepreneurship Development 
Programme (EDP)-PMEGP

The objective of EDP is to provide orientation and awareness pertaining to
various managerial and operational functions :
Finance, 
Production, 
Marketing,
Enterprise management, 
Banking formalities, 
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Banking formalities, 
Bookkeeping, etc. 

The duration for EDP under REGP was only 3 days, whereas, under PMRY it was 
10 days.



Physical verification of PMEGP Units -PMEGP

100% physical verification of the actual establishment and working status of
each of the units, set up under PMEGP, including those set up through KVIBs and
DICs, will be done by KVIC, through the agencies of State Government and/or,
if necessary by outsourcing the work to professional institutes having expertise in
this area, following the prescribed procedures as per General Financial Rules
(GFR) of Government of India. Banks, DICs and KVIBs will coordinate and assist
KVIC in ensuring 100 % physical verification.
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KVIC in ensuring 100 % physical verification.

A suitable Proforma will be designed by KVIC for such physical verification of
units.

Quarterly reports, in the prescribed format will be submitted by KVIC to the
Ministry of MSME



Negative list of activities-PMEGP

Businesses / Industries connected with processing/productions/sale of meat or 
intoxicant items like pan/beedi/cigarette etc.

Businesses/ Industries linked with sericulture, cultivation, floriculture, 
horticulture.

Manufacture of containers of recycled plastic/polythene carry bags of less than 
20 microns
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20 microns

Processing of pashmina wool and other products which involves hand spinning 
and hand weaving which comes under the purview of Khadi Certification 
Rule.

Rural transport (except houseboat, shikara, tourist boat in Andaman & Nicobar 
Islands and in Jammu & Kashmir, auto rickshaw and cycle rickshaw.)

CNG auto rickshaw will be permitted only in Andaman & Nicobar Islands and 
North Eastern Region of the country with the prior approval of Chief Secretary of the 
State on merit.



CREDIT GUARANTEE FUND TRUST FOR 
MICRO AND SMALL ENTERPRISES 

(CGTMSE)
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(CGTMSE)



WHY CGTMSE:

Out of all the problems faced by the MSEs is non-availability of timely and 
adequate credit at reasonable interest rate. 

One of the major causes for low availability of bank finance to this sector is the 
high risk perception of the banks in lending to MSEs and consequent insistence 

CGTMSE
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high risk perception of the banks in lending to MSEs and consequent insistence 
on collaterals which are not easily available with these enterprises. 

The problem is more serious for Micro Enterprises requiring small loans and the 
first generation entrepreneurs.



The Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) was
launched by the Government of India (GoI) to make available collateral-free
credit to the Micro and Small Enterprise sector.

Both the existing and the new enterprises are eligible to be covered under the
scheme.

CGTMSE
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The Ministry of Micro, Small and Medium Enterprises (MSME), GoI and Small
Industries Development Bank of India (SIDBI), established a Trust named
Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) to
implement the Credit Guarantee Fund Scheme for Micro and Small Enterprises.



ELIGIBLE LENDING INSTITUTIONS:

The Banks / Financial Institutions, which are eligible under the scheme, are 
scheduled commercial banks (Public Sector Banks/Private Sector 
Banks/Foreign Banks) and select Regional Rural Banks (which have been 
classified under 'Sustainable Viable' category by NABARD)

ELIGIBLE CREDIT FACILITY :

CGTMSE
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ELIGIBLE CREDIT FACILITY :

The credit facilities which are eligible to be covered under the scheme are:

For both term loans and/or working capital facility.
Up to Rs.200 lakh per borrowing unit, (up to 2 crores)
Extended without any collateral security 
And/or third party guarantee.
To a New or Existing Micro and Small Enterprise. 



GUARANTEE COVER:
The guarantee cover available under the scheme is to the extent of maximum 85% of
the sanctioned amount of the credit facility.

85% for loans up to Rs. 5 lakh provided to Micro Enterprises,

The guarantee cover provided is up to 75% of the credit facility up to Rs.50 lakh

CGTMSE
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With a uniform guarantee at 50% for the entire amount if the credit exposure is
above Rs.50 lakh and up to Rs.100 lakh.

80% for MSEs owned/ operated by women and all loans to NER including Sikkim)

TENURE OF GUARANTEE:
The Guarantee cover under the scheme is for the agreed tenure of the term
loan/composite credit.

In case of working capital, the guarantee cover is of 5 years or block of 5 years.



"Success usually comes to those who are too busy to 
be looking for it.“

- Henry David Thoreau

CA. Anuruddh Tiwari
B.Com (H), ACA, DISA (ICAI), FAFD (ICAI)

THANK YOU.

B.Com (H), ACA, DISA (ICAI), FAFD (ICAI)

Feel free to connect:

Mob:+91_9555 929 111

Email: infocaaktiwari@gmail.com

Linked In: www.linkedin.com/in/caaktiwari

Twitter : https://twitter.com/caaktiwari

YouTube: https://www.youtube.com/c/anuruddhtiwari


