Technology Upgradation Fund Scheme-Textile Sector

· The Scheme was launched by the Ministry of Textiles, GoI on April 1,1999

· SIDBI is the nodal agency for the SSI in the textile and cotton ginning and pressing sector.

Role of SIDBI

· Implementation of the TUF Scheme

· Co-option of PLIs

· Examination of eligibility from TUFS angle

· Channelising of subsidy to its co-opted PLIs or release of subsidy to its assisted units
· Funds Maintenance

· Policy interpretation-queries in consultation with the Office of Textile Commissioner

Objective of the Scheme

· Upgrade & modernise the Indian Textile Industry by encouraging it to undertake & adopt modern technological process & or undertake capacity expansion.

SCOPE OF THE SCHEME

        The Scheme covers the following segments :

· Wool scouring and combing

· Synthetic filament yarn texturising, crimping and twisting 

· Spinning

· Viscose Staple Fibre & Viscose Filament Yarn (VFY)

· Weaving, knitting including non-wovens, fabric embroidery   Garment/Made-up manufacturing/Design studio

· Processing of fibres, yarns, fabrics, garments and made-ups

· Silk reeling  and twisting

· Technical Textiles & Non-wovens

· Cotton Ginning & Pressing

Nature of unit (Types)

· Existing unit with or without expansion

· New units with appropriate eligible technology

· SME Status as on date of application

· Segment of Textile Industry for the purpose of SSI investment Limit (applicability in the context of MSMED Act.2006)

TUFS Objective & Incentives

· Incentives

Now in the preface and recognition of the above, the Government resolves to further continue the Technology Upgradation Fund Scheme for the textiles & jute industries with effect from 01.04.2007 upto 31.03.2012 and to provide the financial and operational parameters of the Scheme in respect of loans sanctioned with effect from 01. 04.2007 as follows:-

i). 
A reimbursement of 5% on the interest charged by the lending agency on a project of technology upgradation in conformity with the Scheme. However, for spinning machinery the scheme will provide 4% for new stand alone / replacement / modernisation of spinning machinery; and 5% for spinning units with matching capacity in weaving / knitting / processing / garmenting.

ii). 
Cover for foreign exchange rate fluctuation / forward cover premium not exceeding 5% for all segments except for new stand alone / replacement / modernisation of spinning machinery, the foreign exchange rate fluctuation / forward cover premium will be 4%.

iii). 
Additional option to the powerlooms units and independent preparatory units to avail of 20% Margin Money subsidy under Restructured TUFS in lieu of 5% interest reimbursement on investment in TUF compatible specified machinery subject to a capital ceiling of Rs. 500 lakh and ceiling on margin money subsidy of Rs.60 lakh. However, for brand new shuttleless looms the ceiling on margin money subsidy will be Rs.1 crore. A minimum of 15% equity contribution from beneficiaries will be ensured.

iv). 
An option to SSI textile and jute sector to avail of 15% Margin Money subsidy in lieu of 5% interest reimbursement on investment in TUF compatible specified machinery subject to a capital ceiling of Rs. 500 lakh and ceiling on margin money subsidy of Rs.45 lakh. A minimum of 15% equity contribution

from beneficiaries will be ensured.

v). 
5% interest reimbursement plus 10% capital subsidy for specified processing, garmenting and technical textile machinery.

vi). 
The Common Effluent Treatment Plants (CETPs) will not be covered under Restructured TUFS.

vii). 
5% interest reimbursement plus 10% capital subsidy for brand new shuttleless looms.

viii). 
Interest subsidy/capital subsidy/Margin Money subsidy on the basic value ofthe machineries excluding the tax component for the purpose of valuation.

ix). 
25% capital subsidy in lieu of 5% interest reimbursement on purchase of the new machinery and equipments for the pre-loom & post-loom operations, handlooms/up-gradation of handlooms and testing & Quality Control equipments, for handloom production units.

x). 
25% capital subsidy in lieu of 5% interest reimbursement on benchmarked machinery of silk sector as applicable for Handloom sector.

xi). 
The Scheme will cover only automatic shuttleless looms of 10 years’ vintage and with a residual life of minimum 10 years. The value cap of the automatic shuttleless looms will be decided by the Technical Advisory-cum-Monitoring Committee (TAMC).

xii). 
Investments like factory building, pre-operative expenses and margin money for working capital will be eligible for benefit of reimbursement under the scheme meant for apparel sector and handloom with 50% cap. In case apparel unit / handloom unit is engaged in any other activity, the eligible investment under this head will only be related to plant & machinery eligible for manufacturing of apparel / handlooms.

xiii). 
Interest reimbursement will be for a period of 7 years including 2 years implementation / moratorium period.

xiv). 
The subsidy in restructured cases will be restricted to the quantum approved in the initial loan repayment schedule by the lending agency and submitted to the Office of the Textile Commissioner in the prescribed format.

xv). 
Common Effluent Treatment Plant (CETP) and other investments like,  energy saving devices, in-house R&D, IT including ERP, TQM including adoption of ISO / BIS standards, CPP and electrical installations etc. will not be eligible under Restructured TUFS.

xvi). 
There will be an overall subsidy cap of Rs. 1972 crores from the date of this Resolution to 31.03.2012, which is expected to leverage an investment of Rs.46900 crore, with sectoral investment shares of 26% for spinning, 13% for weaving, 21% for processing, 8% for garmenting and 32% for others.

xvii). 
The Scheme will be administered with a two stage monitoring mechanism as detailed in Para IV. The sectoral caps may be reviewed for modification by the IMSC (Inter Ministerial Steering Committee), based on the recommendations of TAM.
Monitoring Process

(i) 
There would be an online pre-authorisation system for each eligible application by the Textile Commissioner, Mumbai. Applications would be processed on a first come first served basis, subject to eligibility and availability of funds.

(ii)
 For obtaining a Unique ID number, the nodal banks / nodal agencies / coopted PLIs will submit information online in the prescribed format to the Textile Commissioner, Mumbai, after determination of eligibility and admissible amount under Restructured TUFS for each case. The format for applying for unique ID number is at Annex – U. The lending agencies are required to furnish quarter-wise subsidy requirement for entire period of 7 years or actual period whichever is lower. Quarter-wise interest reimbursement / capital subsidy will be restricted to the quantum as submitted in this format to the Office of the Textile Commissioner. Quarter-wise interest reimbursement / capital subsidy can be lower than the amount given in this format but cannot be higher than this amount.

(iii) 
On receipt of the information in the prescribed format, the Textiles Commissioner Mumbai will issue a Unique ID number to pre-authorize the loan application for submission of subsidy claim by the lending agency.

(iv) 
Any application sanctioned by the Bank without the Unique ID number by the Textiles Commissioner, Mumbai would not be eligible for release of subsidies under the Restructured TUFS scheme.

(v) 
The Textiles Commissioner will stop preauthorization as soon as the available investment / subsidy cap is reached in each segment, as mentioned in para 6(xvi).
Progress Review as on December 31, 2012

· As on December 31, 2012 , 130.73 lakh has been released to SIDBI’s 
directly assisted cases numbering 857.
*******
Now in the preface and recognition of the above, the Government resolves that the

Restructured Technology Upgradation Fund Scheme for the textiles & jute

industries will be in operation with effect from the date of this resolution upto

31.03.2012. The financial and operational parameters of the Restructured TUFS in

respect of loans sanctioned under the scheme would be as follows: -

i). A reimbursement of 5% on the interest charged by the lending agency on a

project of technology upgradation in conformity with the Scheme. However, for

spinning machinery the scheme will provide 4% for new stand alone /

replacement / modernisation of spinning machinery; and 5% for spinning units

with matching capacity in weaving / knitting / processing / garmenting.

ii). Cover for foreign exchange rate fluctuation / forward cover premium not

exceeding 5% for all segments except for new stand alone / replacement /

modernisation of spinning machinery, the foreign exchange rate fluctuation /

forward cover premium will be 4%.
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iii). Additional option to the powerlooms units and independent preparatory units to

avail of 20% Margin Money subsidy under Restructured TUFS in lieu of 5%

interest reimbursement on investment in TUF compatible specified machinery

subject to a capital ceiling of Rs. 500 lakh and ceiling on margin money

subsidy of Rs.60 lakh. However, for brand new shuttleless looms the ceiling

on margin money subsidy will be Rs.1 crore. A minimum of 15% equity

contribution from beneficiaries will be ensured.

iv). An option to SSI textile and jute sector to avail of 15% Margin Money subsidy

in lieu of 5% interest reimbursement on investment in TUF compatible

specified machinery subject to a capital ceiling of Rs. 500 lakh and ceiling on

margin money subsidy of Rs.45 lakh. A minimum of 15% equity contribution

from beneficiaries will be ensured.

v). 5% interest reimbursement plus 10% capital subsidy for specified processing,

garmenting and technical textile machinery.

vi). The Common Effluent Treatment Plants (CETPs) will not be covered under

Restructured TUFS.

vii). 5% interest reimbursement plus 10% capital subsidy for brand new shuttleless

looms.

viii). Interest subsidy/capital subsidy/Margin Money subsidy on the basic value of

the machineries excluding the tax component for the purpose of valuation.

ix). 25% capital subsidy in lieu of 5% interest reimbursement on purchase of the

new machinery and equipments for the pre-loom & post-loom operations,

handlooms/up-gradation of handlooms and testing & Quality Control

equipments, for handloom production units.

x). 25% capital subsidy in lieu of 5% interest reimbursement on benchmarked

machinery of silk sector as applicable for Handloom sector.

xi). The Scheme will cover only automatic shuttleless looms of 10 years’ vintage

and with a residual life of minimum 10 years. The value cap of the automatic

shuttleless looms will be decided by the Technical Advisory-cum-Monitoring

Committee (TAMC).

xii). Investments like factory building, pre-operative expenses and margin money

for working capital will be eligible for benefit of reimbursement under the

scheme meant for apparel sector and handloom with 50% cap. In case apparel

unit / handloom unit is engaged in any other activity, the eligible investment

under this head will only be related to plant & machinery eligible for
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manufacturing of apparel / handlooms.

xiii). Interest reimbursement will be for a period of 7 years including 2 years

implementation / moratorium period.

xiv). The subsidy in restructured cases will be restricted to the quantum approved in

the initial loan repayment schedule by the lending agency and submitted to the

Office of the Textile Commissioner in the prescribed format.

xv). Common Effluent Treatment Plant (CETP) and other investments like, energy

saving devices, in-house R&D, IT including ERP, TQM including adoption of

ISO / BIS standards, CPP and electrical installations etc. will not be eligible

under Restructured TUFS.

xvi). There will be an overall subsidy cap of Rs. 1972 crores from the date of this

Resolution to 31.03.2012, which is expected to leverage an investment of

Rs.46900 crore, with sectoral investment shares of 26% for spinning, 13% for

weaving, 21% for processing, 8% for garmenting and 32% for others.

xvii). The Scheme will be administered with a two stage monitoring mechanism as

detailed in Para IV. The sectoral caps may be reviewed for modification by

the IMSC (Inter Ministerial Steering Committee), based on the

recommendations of TAM
IV. IMPLEMENTATION/MONITORING/APPRAISAL MECHANISM

1. Stage I of Monitoring Process

(i) There would be an online pre-authorisation system for each eligible

application by the Textile Commissioner, Mumbai. Applications would be

processed on a first come first served basis, subject to eligibility and

availability of funds.

(ii) For obtaining a Unique ID number, the nodal banks / nodal agencies / coopted

PLIs will submit information online in the prescribed format to the

Textile Commissioner, Mumbai, after determination of eligibility and

admissible amount under Restructured TUFS for each case. The format for

applying for unique ID number is at Annex – U. The lending agencies are

required to furnish quarter-wise subsidy requirement for entire period of 7

years or actual period whichever is lower. Quarter-wise interest

reimbursement / capital subsidy will be restricted to the quantum as submitted

in this format to the Office of the Textile Commissioner. Quarter-wise interest

reimbursement / capital subsidy can be lower than the amount given in this

format but cannot be higher than this amount.

(iii) On receipt of the information in the prescribed format, the Textiles

Commissioner Mumbai will issue a Unique ID number to pre-authorize the

loan application for submission of subsidy claim by the lending agency.

(iv) Any application sanctioned by the Bank without the Unique ID number by the

Textiles Commissioner, Mumbai would not be eligible for release of subsidies

under the Restructured TUFS scheme.

(v) The Textiles Commissioner will stop preauthorization as soon as the available

investment / subsidy cap is reached in each segment, as mentioned in

para 6(xvi).
