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KARNATAKA STATE FINANCIAL CORPORATION

Established under the State Financial Corporations' Act, 1951
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Ref. No. KSFC/H.0./

..............................

/
CIRCULAR NO - 1002 (C)

Sub : Modified Special Package Scheme for establishing Textile Units
Promoted by SC / ST Entrepreneurs.

Ref : 1) Circular No. 1002 dated 2.6.2018
2) Circular No, 1002 dated 25.07.2018
3) Circular No. 1002 (B) dated 1.1.2019

Government of Karnataka-had introduced Special package for SC/ST Entrepreneurs to
establish textile industries and the same has been implemented in the Corporation vide the
above referred circulars. However, considering the substantial loans already sanctioned under
the scheme and insufficient budgetary allocation towards grant, it was decided by the
Corporation to put on hold for further sanctions of loan vide ION dated 10.2.2020.

The scheme has been reviewed by the SC/ST Development Commission and based on the
decisions taken by the Commission the modified scheme has been issued vide GO No. 55 I3

533 o, wod, 44 wmohee 2017 (gp-1) worwndd DTROY 1.1.2022. A copy of the same is
enclosed for ready reference.

The salient features of the modified scheme are as follows:

a. In the scheme, though there is a provision for extending loans upto 90% of cost of
fixed assets, (excluding land cost) considering eligibility of soft seed capital and the
better utilization of the scheme, it has been decided to link the working out quantum
of term loan based on Debt Equity Ratio 2:1 (excluding land cost) as per the
prevailing lending policy, including capital grant/subsidy component of 75% of project
cost subject to maximum of Rs.200.00 lakhs.

b. The project should be implemented as approved by the District Level Single Window
Agency and Textile Department, if there are any deviations release of loan shall be
made only with the concurrence of the Government.

c. The capital grant/subsidy component to be fixed at 75% of the project cost subject to
maximum of Rs.200.00 lakhs as detailed in GO.

d. Out of the total eligible capital grant/subsidy amount worked out as above, the
grant/subsidy amount eligible for building and civil work is to be fixed upto 30%
subject to maximum of Rs.60.00 lakhs and eligible grant amount for plant and
machinery is fixed up to 70%, subject to maximum of Rs.140.00 lakhs.

e. In respect of Readymade Garments unit, out of the eligible grant amount, for building
and civil works is fixed upto 40% subject to maximum of Rs.80.00 lakhs and for p lant
and machinery at 55% subject to maximum of Rs.110.00 lakhs and for worlking
capital at 5% maximum of Rs.10.00 lakhs.

. In respect of cases where loans are Rs.75.00 lakhs and below, an option may be
given to the borrowers for availing the loan under interest subsidy scheme of Social
Welfare Department which is operated through KSFC or of Textile department. I
they opt for interest subsidy from Textile department, the loan from KSFC shall not
be considered under interest subsidy scheme of Social Welfare department.
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g. The project shall be completed within 18 months from the date of first disbursement
of the grant amount by the Government.

h. The release of the grant amount will be made by Government in installment based
on the progress made in the implementation of the project.

.. The projects considered under this scheme shall run for minimum period of 10 years
and in case, if it is stopped working for a period of one year, the borrowers are
supposed to refund the entire grant amount to the Government.

J- The scheme benefit is available only for one person in a family.

k. After loans are fully repaid, the Textile Dept shall have the First Charge of the unit.

Term loan eligibility may be worked out based on DER of 2:1 (excluding land cost) as
per prevailing Lending Policy. Out of this, the eligible grant amount may be worked out
as per GO subject to maximum cap of Rs.200.00 lakhs will have a separate loan
account (Textile Grant) and balance term loan may be sanctioned under term loan —
interest subsidy SC/ST scheme. -

The loan shall be backed by the collateral security at 22.5% of the project cost, if the
loan component is Rs.200.00 lakhs and below. If the loan requirement is more than
Rs.200.00 lakhs (including loan against grant) the collateral security shall be taken as
per the prevailing lending policy for the loan component in excess of Rs.200.00 lakhs.

Grant component shall be released by the Government of Karnataka directly to KSFC,
Head Office, in stages as detailed in Government Order which shall be adjusted to the term loan
account of the borrower. Till the receipt of the grant component, the borrower is liable to pay
interest as per the norms of KSFC. .

The other details of the scheme including eligibility of the borrower, repayment period,
limit of accommodation, working capital, legal documentation, entering tripartite agreement, joint
inspection etc., are as per the prevailing lending policy / existing guidelines issued earlier and
GO dated 1.1.2022. :

The Branch Managers are hereby instructed to accept and process the loan proposals
for establishing textile units promoted by SC/ST entrepreneurs under Modified Special Package
Scheme of GoK, keeping in view the above points and norms laid down in the Government
Order and Lending Policy.
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To

All the BMs, AGMs, DGMs of Branch Offices
All the AGMs of Audit Cells

All the Department Heads of HO

EA to MD

General Managers, ED 1 and ED 2
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