GOVERNMENT OF ANDHRA PRADESH
ABSTRACT

SICK INDUSTRIES - REVIVAL OF SICK INDUSTRIES - A.P. SMALL SCALE
INDUSTRIES REVIVAL SCHEME 2006 - REVISED GUIDELINES - ISSUED.

INDUSTRIES & COMMERCE (SPIU) DEPARTMENT

G.0.Ms.N0.203. Dated:20-07-2006.
Read the following:-

1. G.O.Ms.No. 30 Ind. & Com. (SSI) Deptt. Dt.04-02-1999.
2. G.0O.Ms.N0.359 Ind. & Com. (IP) Degptt. Dt.25-06-2001.
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ORDER:

Government have issued detailed guiddines vide G.O.MsN0.359 Ind. &Com. (IP)
Dept. Dt. 5-6-2001 by announcing a scheme for revivd of Smdl Scde Indudtries. Since
the intended policy of the Government has not been operaiondised a fidd leve it has
become necessry to issue revised guideines.  Government have initisted didrict-wise
studies in the year 2004 to ascertain the feashility of revival of the sck indudtries in the
gndl sector through various agenciesinditutions like the A.PIndusrid & Technicd
Conaultancy Organization (APITCO), Nationd Inditute for Smdl Indusry Extenson
Training (NISIET), Federation of Andhra Pradesh Smal Industries Association (FAPSIA).
Government also have ascertained the views of the Indudries Association and Chambers
like the Federation of Andhra Pradesh Smdl Indudries (FAPSIA), Federation of Andhra
Pradesh Chamber of Commerce and Industry (FAPCCI), Confederation of Indian Industry
(ClI1) etc.

2. After taking due consideration of the views expressed by the associations and
after comparing dck units revivd policies of various indudridized daes, it has been
decided to modify the existing policy on revivad of sck enterprises to cover rehabilitation
of potentidly viable enterprises and to prevent incipient sckness.  Commissoner of
Industries has therefore sent proposas in this regard after teking into consderation of the
aforesad factorss  Having carefully examined the proposa of the Commissoner of
Indudtries, Government, have decide to rectify the problems associated with
implementation, and hereby decide to issue a new revised scheme i.e, "A.P. Smdl Scde
Sck Indudries Revivd & Rehabilitation Scheme-2006 (APSSSIRRS)" in modification of
the G.O.Ms.N0.359 Industries & Commerce (IP) Dept. dt.25.6.2001.

3. The scheme basicdly focuses a units that are conddered potentidly viable after a
caeful  sruting by the financdng  banksinditutions for feaghility of revivd and
rehabilitation. There upon the State Leve Specia Cdls will consder the recommendations
of the financid inditution for the sanction of rehabilitation/revivd package as per
guiddines. The scheme with a package involves part compensation of a few sacrifices by
the financing inditutions and the Government agencies involved.
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i) Commencement of the scheme:

The revised scheme cdled AP. Smdl Scde Sck Indudries Revivd &
Rehahilitation Scheme-2006, comes into effect from the date of issue of the order.

i) Applicability of the Scheme:

The scheme shdl be gpplicable to industrid unitsancillary units (except Rice Mills)
Permanently Registered as SSI with Department of Industries. The scheme would not be
applicable to Business Enterprises and the units which shdl be covered under SICA.

iii) Definitions

The definitions on sckness which are dtributed and in concurrence with the
guiddinesissued by the Reserve Bank of India, will autometicaly apply to this scheme.

iv) Smal Scale Sick Indudtries Reviva and Rehabilitation Fund:

a) The State Government shdl set up a revivd and rehabilitation fund for the
purpose of partidly compensating the sacrifices made by the Financing Indtitutions, Banks,
eilc. The Government shdl st gpat an earmarked Fund in the Budget for rehabilitating
dck Smdl Scde Indudtries. The entire Fund shal be drawn before the end of third quarter
in ingalments and kept a the disposa of Commissioner of Industries and kept as a deposit
in the name and dyle' A.P.Smdl Scde Sck Industries Reviva and Rehabilitation Fund”
and shall be operated by him. Necessary funds to operate the scheme and to meet  the
financid sacrifices on behdf of Government and its Agencies shdl dso be provided in the
budget dlocation of Indusries & Commerce Depatment. The number of units to be
provided relief sl be redtricted to the funds available in any of the financid year.

b) A unit which has been closed due to sckness during the pendency of the incentive
scheme of the State Government normaly faces recovery of the incentives enjoyed by it.
However, the APSSSIRRS may waive the recovery and condder rehabilitation package
under the scheme, provided, the unit resumes production for a least 5 years or remaning
period of incentives under the incentive scheme.

4. Reliefs and Concessons.
The Government accepted in principle for according a rehabilitation package.
Accordingly the following reliefs and concessions are being made available.

I) Relaxation from ULC Act :
Grant of permisson to mortgage surplus land by exempting under section 20 of, the
Urban Land Caling Act in favour of banksfinancid inditutions as proposed in the
Indugtrid Investment Promotion Policy 2005-2010.
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i) Hedthy indudtrid relations:

The Labour depatment would take pro-active action for amicable settlement of
disputes between management and representatives of labour so as to ensure success of the
rehabilitation package with the cooperation of the workers.

iil) Interest rebate to Banks/Financia Inditutions:-

The backbone of the new revised policy is to encourage the BanksFinancid
inditutions for servicing the sck units and provide a rehabilitation package for therr quick
revivd to join the man dream. 6% interet subsdy will be provided to dl
identified/digible sck units, subject to maximum of Rs2.00 lakhs per year for a maximum
period of three years. However, the component of the interest to be rembursed shdl be
projected by the financing bank to the State Levd Committee after following the
guiddines. Once the State Level Committee accepts  the proposd, the Commissoner of
Indudgries shdl draw the digible interest subsdy on annua bass and reimburse to the
financing bank.

iv) Deferment of CT Arrears':

Arrears of payment of purchase tax, saes tax and interest towards nortpayment of
Sales tax shal be deferred for 3 years from the date of grant of revivd package. The
amount so deferred will be recovered in Sx equa hdf-yearly inddlments effective after
three years tax holiday.

v). Rdief in Energy Charges

The following concessons will be provided to the sck units basing on ther option of
repayment of duesin any of the following modes.

a) If the Sck indugtrid unit under consideration has to pay arrears of CC charges, it may
be given choice ether to pay the entire arrears of CC charges up to the date of
disconnection with interest and 4 months minimum charges during closure period without
interest + CMD charges in one lumpsum for new connection, the percentage of interest
charged by APTRANSCO/DISCOM on the arrears of CC charges will be subsdized to the
extent of 15% of interest charged from out of the percentage of the total interest charged
and the same will be paid to APTRANSCO subject to a maximum of Rs.5.00 lakhs and the
baance percentage of interest charges shdl be borne by the beneficiary.(which includes
surcharge and penal interest etc.,)

OR

b) If the Indugtrid unit under consideration opts for payment of arrears of CC charges
up to the date of disconnection with interest and 4 months minimum charges during closure
period without interes + CMD charges in 3 annud inddlments then it will be permitted to
pay by 1/3 of the dues each year, with rembursement of 15% of the interest charged from
out of the percentage of the tota interest charged to APTRANSCO by Government, subject
to a maximum of Rs. 3.00 lakhs per year for a period of three years, and the baance
percentage of interest charges shdl be borne by the beneficiary. (which includes surcharge
and pend interest etc.,) Contd... 4
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5. Procedure for sanction of interest reimbursement to APTRANSCO:

After gpprova by the date level rehabilitation committee, APTRANSCO/DISCOM
will furnish a report to the Commissoner of Industries on details of the reconnection made,
charges to be rembursed by the Government and to be pad by the beneficiary,
Commissioner of Indudtries will remburse the digible interet to APTRANSCO from the
"APSSSIRR Fund" kept at hisdisposd.

6. Procedure for sanction of interest reimbursement to Banks:

After the gpprovd by the State Levd Committee, the Commissioner of Industries
shdl draw the digble interest subsdy from "APSSSIRR Fund' kept a his disposd and
pay the same to the Bank/financid inditution concerned by way of a Demand Draft,
subject to the following guiddines-

a The fird ingalment of 50% of the vaue of 6% interes rebate on the additiona
financid assstance sanctioned by the Bank/Financid Ingtitution will be released
within 60 days from the date of intimation of release of the sanctioned financid
assistance by the Bank.

b. The second ingtalment i.e. the baance 3% of the 6% interest rebate digible for
the firg financid year shdl be drawn after completion of 12 months period of
successful running of the Unit and on receipt of a cetificate from the financid
ingtitution as per the format enclosed.

c. If the paformance of the unit is found not satisfactory to the financid indtitution
even dfter the completion of 12 months from the date of sanction, the unit is not
eigiblefor release of the 2nd ingtalment of interest rebate.

d. The finandd Inditution/Bank is at liberty to submit a detailed report to COI
regarding unsatisfactory performance of the unit with reasons to enable the later
to stop dl further concessions under the APSSSIR& R Scheme-2006"

e. The procedure enumerated above from (&) to (d) shdl be followed for Release
of interest rebate for subsequent years.

7. Sate Leve Rehabilitation Committes:

A State Level Committee Headed by the Commissioner of Industriesis
condituted for processing and extending reliefs and concessons as adso to
formaly approve the recommendations of the Financid indtitutions/banks.
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The State Level Commiittee.

1. Commissioner of Industries Chairman
2. Nominee of A.P. TRANSCO Member
3. Nominee of CMD of Power Digtribution ... Member
Company concerned.
4. Managing Director, APIIC or nominee ... Member
5. Managing Director, APIDC or nominee Member
6. Managing Director, APSFC or nominee Member
7. Commissioner, Commercid Taxes or nominee Member
8. Commissioner, Labour Member
9. Genera Manager/Zond Manager of concerned Bank ... Member
10. Representative of Appraisal Agency . Member
11. Nominee of Secretary (SSI) (Industries & Commerce) Member
12. Additiond Director of Industries ... Member Convenor

The Charman, the State Leved Rehabilitation Committee may Co-opt additiond members
as deemed necessary. The specid cdl will have the following functions:

- To give wide publicity of the scheme

- To regigter the gpplications.

- To examinethe digibility and viahility of the unit.

- To circulate the details of the gpplications amongst the members of the
State Level Committee and to obtain their views with in a period of 15 days.

- Torefer to gppraisa agency to complete its study within 30 days and submit
its report to the Specia Cell.

- To examine the gppraisal agency to complete its study within 30 days and submit
its report to the Specid Cell.

- To examine the gppraisa report and sanction reliefs and concessions.

- Tosanction reliefs and concessions.

- To operate and monitor the scheme.

8. Procedure for implementation of the Rehabilitation Package:

i) Application for Regidration

Application for revivd is avaladle a webdte www.gpind.gov.in  and it can be fredy
downloaded. They are aso avalable with the Generd Manager, DIC. And Bank Managers
of BankgFinancid inditutions (Managers should keep enough copies). Smadl Scade Sick
Industries submit the proposd in the prescribed application in duplicate seeking
rehabilitation package to the concerned bank or the financid inditution dong with the
following documents.
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a. Regidration certificate of the firm/company

b. SSI Certificates

c. Ligt of directorgpartners

d. Brief note on the reasons for sickness and potentia of the firm to turnaround
performance.

e. Revenue projections of the firm for next 3 years and its ability to meet the old
overdue debt obligations and service of new debt.

f. Audited accounts for the preceeding two years.

ii. Bank/financid inditution carry out initid scrutiny of the proposd in the light of the
scope of the reviva policy and register the case within 7 days.

lii. If the bank manager is convinced about the viability of the sck unit, he shal sanction
the rehabilitation/riviva package pending disbursement factoring in the concessons to be
extended to the unit by the State Level Committee under the APSSIR&RS. The bank can
complete this action with in 15 days. If in his opinion the unit is not having potentid for
revival he may reject and record the reasons.

iv. If the bank Manager fedls that the proposa needs fresh appraisa, he may forward the
gppraisa report by engaging any one of the gpproved appraisal agencies like APITCO,
CRISIL, ASCI or any other amilar agency listed in the Directory of Indugtrid consultant
published by IDBI which according to him will be able to prepare an gppraisa report of the
unit on the potentid for revivd and rehabilitation. Within 7 days, Banks shdl ensure that
the appraisa aencies shdl not take more than 15 days to submit the appraisal report to the
Bank.

v. Bankgfinancid Inditutions on receipt of the gppraisd report examine proposd and
ether sanction the rehabilitation/revivd package and teke action as mentioned at para
above or rgect the proposa and intimate the sick unit accordingly within 7 working days
from the date of receipt of the proposal/appraisa report.

vi. Banks shdl forward the proposa together with the reviva/rehabilitation package and
administrative sanction accorded by the competent Authority of the bank to the State Leve
Committee operating from Commissioner of Indudtries.

vii. The sanction orders of the bank shdl include the detals of the amounts sanctioned
towards additional plant and machinery, working capitd, interest burden for three financid
years eic. The Bank shdl dso indicate the number of ingdlments in which the amount so
sanctioned would be released giving the detalls of amount and date of relesse of each
ingdlment. It shdl dso give the rate of interest a which the package is sanctioned and the
actud interest amount due in the firgd 12 months from the date of rdease of the firg
ingalment together with the interest amount being clamed as rebae for the firg year from
Commissioner of Industries.
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viii. The State Levd Committee shdl examine the report of the financid inditution and
the gppraisa report submitted by the bank to ensure that it confirms to the guiddines lad
down in the scheme and it gives its approvd within a maximum of 30 working days from
the date of receipt of a proposa. For the purpose of granting gpprova it shall meet at least
once a month to review dl the cases received by them under this scheme. The decison of
the State Level Committee is find and shdl be communicated to the unit through the bank
within 7 days from the date of its gpprovd.

ix. The State Level Cdl shdl review dl the cases where such relief has been granted once
in 9x months to evauae the peaformance of the units under the rehabilitation and ther
conformity to the guiddines given in this policy. As approved by the specid cdll.

X. Time Frame:
a Bank for initid scrutiny and process 7 days
b. Appraisa agency for appraisa report 15 days
c. Bank for evauation of the report, according financia gpprova/sanction and
submission to the State Level Committee - 7 days.
d. State Level Committee shdl accord approva or rgjection within 60 days from the date
of receipt of the proposdl.

Totd time to process the gpplication under this schemeis not exceed 89 days.

9. Procedureto release the fees to the appraisal agency.

The fee payable to the gppraisd agency will be determined by the Bank or Financid
Indtitution which initiates the case for viability appraisa. The fee shdl not however exceed
1% of the tota value of rehabilitation package proposed and it shdl be pad only after
complete sdisfaction of the banksfinancid inditution.  25% of the apprasd fee
determined to be paid by the beneficiary and balance 75% to be paid by the Commissioner
of Indudries from the dck SSs Revivd and Rehabilitation Fund on recept of
communication to that effect from the concerned Bank/Financid inditution by way of a
Demand Draft/Cheque to the Bank/Financid Inditutions. The Commissioner of Indudtries
however shdl rdease the appraisd fee only &fter a find decision is taken on the proposd
recaived by him on the rehabilitation package. The amount shdl be rdeased dong with the
first ingtalment of the interest rebate due to the Bank.

10. Terms and Conditions for grant of rdiefs:

a) The State Levd Committee shdl carry out periodica reviews gpart from annud
review of the paformance of the unit. The unit which avalls reiefs under this
scheme shdl neither declare dividend nor pay; interest on the deposits put up by
the promoters during the period of the rehabilitation package.

b) The indudrid unit avaling the incentives under this scheme shdl inddl and
effectivdly operate and maintain pollution control measures as per Standards
prescribed and approved by competent authority in this regard.
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¢) The indudrid units shdl have to remain in production continuoudy at leest till
the expiry of the rehabilitation period granted under the scheme.
d) Theindudrid unit shal furnish details regarding production, employment or
any other information that the date Government and the Specid Committee

may require from timeto time,

11. Rehahilitation Board:

As the entire procedure indicated is time bound, the Government hereby, condtitutes
an "AP Smdl Scde Sick Industries Rehabilitation Board” for teking policy decisons for
implementing AP Smdl Smdl Sick Indudries Revivd and rehdbilitation Scheme-2006. It
sdl review the action teken by the BankgFinancid Inditutions and the State Leve
Committee including the quantum of assgance released to dck indudtries under this
scheme.

The A.P.Smdl Scde Sick Indudtries Rehahilitation Board shall cond<t of:

1. Chief Minister Chairman
2. Minigter for Finance Member
3. Minigter for Smdl Scale Industries Member
4. Miniger for Mgor Industries ... Member

5 Chief Secretary L Convener
6. CharmanAPSFC .. Member
7. Prl. Secretary, & CIP. . Member
8. Prl. Secy./Secy., Energy Deptt. ... Member
9. Prl. Secy./Secy., Rev. Deptt. I/C of C.T. (VAT) ... Member
10. Prl. Secy./Secy. (LET&F) L. Member
11. Secretary, Ind. & Com. Deptt. ... Member
12. Secretary, Revenue, RevenueuLCc L Member
13. Managing Director, APTRANSCO ... Member
14. President of FAPCCI. or authorised representative ..... Member .
15. President FAPSIA - SSI vee.  Member
16. State Financid Corporation ... Member
ir.sDBI L Member
18. Convenor of State Level Bankers Committee ... Member
19. Chairman & Managing Director, State Bank of Hyderabad. .. Member

20. Chairman & Managing Director, AndhraBank. ... Member
21. Regionad Director, Reserve Bank of India,Hyderabad ..... Member
22. Commissoner of Industries ... Member
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12. The Commissioner of Indudries shdl liase with  Banks/Financid inditutions
and Government Agencies and take necessary action accordingly.

13. This order issues with the concurrence of Finance vide ther
U.0.N0.2819/236/Expr/ Ind. & Com./2006 dt.28.3.2006.

(BY ORDER AND IN THE NAME OF THE GOVERNOR OF ANDHRA PRADESH )

Y. SRILAKSHMI,
SECRETARY TO GOVERNMENT.

To
The Commissioner of Industries, A.P., Hyderabad..
All Heeds of Departments/Corporations.
All Didrict Collectors.
The Smdl Industrid Development Bank of India, DFID Division 10/10,
Madan Mohan Madviya Marg, Lucknow.
The Director of Printing Stationary and Stores Purchase with arequest to supply
1000 printed copies.
The Regiond Director, Reserve Bank of India, Regiona Office, Saifabad, Hyderabad.
Convenor of State Level Bankers Committee, Saifabad, Hyderabad.
The Chairman & Managing Directors of al Nationalised and Scheduled Banks.
Copy to--
The P.Sto Chief Secretary.
The P.S. to Minister (Mgor Industries).
The P.Sto Principa Secretary & CIP, Industries & Commerce Degtt.
The P.S. to Secretary to Govt., Ind. & Com. Dept.
S.F/S.C.
//Forwarded::By Ordex//

SECTION OFFICER.



