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Ref. No. KSFC/H.0 1w C - & . " DAt e S
- CIRCULAR NO. 1040 -

Sub: Interest Subsidy Scheme for the Entireprencurs belonging to Minority
Communities.

The Government of Karnataka vide GO No. MWD 49 MDC 2023 Bengaluru dated
11/710/2023 has issued guidelines for implementing an interest subsidy scheme for the
entreprencurs belonging to minority communitics for the term loans sanctioned by KSFC.
The Board in its meeting held on 08/11/2023 has approved for implementation of the scheme

113 the Corporation.
The salient features of the scheme are as below:

I. '"The scheme is applicable 1o term loans sanctioned by KSFC for establishing new
units or existing micro and small enterprises for expansion, diversification,
modernization and technological upgradation promoted by entreprencurs belonging to

minority communities.

2. Interpretation of eligible businesses: micro and small enterprises including service
sector units as deflined under Notification No.1702 (e) dated 01/06/2020 under MSME

' Development Act, 2006. ,

3. Investments made for acquisition of land from KIADB/KSSIDC or for acquisit ion of
own land are not eligible for interest subsidy loan.

4. The interest subsidy is eligible for a maximum period of 08 years from the date of
disbursement of first installment of loan from KSFC.

5. The small and micro enterprises in the form of sole proprietorship, partnership firms
or joint stock companies in which 100% of the capital is held by persons belonging to
minority communities only are eligible under the scheme.

6. Such units should not have availed interest subsidy in the past under any other

scheme.
§

]

7. The activities as interpreted as in SI.No.2 above which are being financed by K SFC
only are eligible to be financed under the scheme.

8. The minimum loan amount under the scheme is Rs.5.00 lakhs and the maximum limit
1s Rs.10.00 crores.
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11.

12.

-

A unit can avail loans any number of times but the total maximum limit of loan for a
unit is Rs.10.00 crores.

.KSFC sanctions term loans under the scheme with normal applicable rate of interest

(at present 11.50% p.a. net of 0.50% p.a. rebate for prompt repayment).  An interest
subsidy @ 6% p.a. will be reimbursed by the Government of Karnataka through
Minorities Development Corporation to KSFC. The effective rate of interest (o the
borrowers under the scheme is 5.50% p.a. at present.

The units availing loans under this interest subsidy scheme should be regular in
repayment to be eligible for interest subsidy in each month.

This interest subsidy scheme is applicable only for term loans. It is not applicable to
working capital or any other such type of loans. '

. The following units/activities are not cligible under the scheme:

(a) The units which have already availed loans [rom any NBFC/commercial
bank/NSIC/private lender. The loans sanctioned by KSFC earlier cannot be
converted under this scheme. ;

(b) All infrastructure projects, units under CRE sector and educational institutions.

(c) Commercial and trading activities, commercial complexes and malls. )

(d) Residential apartments, residential layouts, convention halls, transport vehicles,
construction equipments, elc.

(e) Any other activity not eligible to be financed by KSFC and any activity not
mentioned in the G.O. .

'

! \ t
. The following are the general terms and conditions applicable under the scheme:

(a) The scheme is not applicable to repairs and renovation of existing buildings.

(b) This scheme is only interest subsidy scheme. The overall financial eligibility
criteria and other lending parameters are governed by the lending policy of IKSFC.

(c) The entrepreneurs belonging to minority communities who want to avail loans
under this scheme shall produce the minority community certificate issued by the
concerned Tahasildar in the prescribed format. -

(d) For selection of entrepreneurs under the scheme, there shall be a committee under
the chairmanship of the concerned Branch Manager of KSFC. The Lead Bank
Manager, the District Officer of the Minorities Welfare Department ard the
District Manager of Karnataka Minorities Development Corporation are the
members of the committee. The list of selected entrepreneurs shall be subimitted
to the State Government through Kargiataka Minorities Development Corporation
and its approval should be obtained before sanction of loan.
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15. The interest subsidy amounts will be released to KSFC upfront. KSFC will adjust the
eligible interest subsidy to the respective loan account on recovery of installments
within the prescribed time limit. If there is any shortfall in the amount released by the
government for interest subsidy, the borrowers have to pay full interest and take
reimbursement of interest subsidy when released by the government.

The branches shall ensure the clearance from the State Governmént before placing the
eligible proposals before the sanctioning authority. '

A copy of the Government Order dated 11/10/2023 1s enclosed herewith for ready reference.
All the concerned are hereby instructed to go through this G.O. and follow the guidelines
given therein strictly while considering the loan proposals under the scheme.

The working guidelines along with details of General Ledger Codes for accounting receipts
and utilization of interest subsidy under the scheme will be issued by the Controller

Department separately.

The contents of this circular shall be brought to the notice of all the concerned in your

office/department.

\ ¥

MANAGING DIRECTOR
To

All AGMs/BMs of Branches |
All AGMs/HoDs of 1A Cells ‘

All Section Heads in HO

All the General Managers

HoD(IA) & HoD(IT & MIS)

PA to MD, & Notice Board
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