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DIRECTORATE OF ECONOMIC RESEARCH AND BANK FINANCE,

KHADI AND VILLAGE (NDUSTRIES I:OMIM]ISSIOIM.

GRAMODAYA, IRLA ROAD, VILE PARLE (\WEST), BOMBAY 400 058,

No. BF/16 (i)/771-78 ; Benk Finence Cell

Procedure {or operating “Interest Subsidy Scheme”
under institutional financing for

Khadi and Village industries

The Govemment of India vide their leter No. 4 (47/75-KVI (1) dated 17-5-1877
have approved a comprehensive interest subsicly scheme for institutionsl finencing of the
Khadi and Village Industries Programme.

2. The Interest Subsidy Scheme shall be applicable to the foliowing types of loans
from Institutionel financing egencies. :

(i) Loans reised by the Khadi and Village Industries Commission (KVIC) for
disbursement as capital investinent and working capital loans to:

(a) A State Khadi and Villege Industries Board ;

(b) A registered institution: A registered institution means an institution registered
under the Societies Registration Act 1860 (21 of 1860) or under any other law for the time
being in force in any State. >

(c) A Co-operative Society: A co-operalive society means & society registerad
under the Co-operative Societies Act 1912 (2 of 1912) or under any Co-operative law
for the time being inforce in any State. This includes the industrial co-operative societies,
the service co-operative Societies and the blocl jevel multi-purpose co-operative socisties.

(d) A trust created for public purposes of a charitable or religious nature.

(ii) Loans reised by the Khadi and Village Industries Commission for purchasing,
stocking and distribution of maw materials to registered institutiont and co-operative
societies and for the production and sales activity undertaken by the Commission depart-
mentally.

(i) Loans raised by the 5tate Khadi and Village Industries Boards for disbursement
of capital investment and wcrking capital loanrs 10 institutions/co-operative  societies/
individual artisans or to meat requirements of its departmental activities connected with
the production and sales of Khadi and Village |ndustries products:
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(iv) Losns reised by tha Hegistered insttutions to meet their capital investment and
working capita! neads,

(v) Loens raised by tlin élct»a}pemti\fs Societies o meet their capital investment and
working capitel neada. '

3. The interest subsity will He admissible on the funds reised for the development of
Kbadi and Village indusivics, os specified in the schedule of village industriss in the KVIC
Act. The industries i w97 02 sgeciiod frem time to time in pursuance of Notification
under Section 3 of g FEe At gleo will qualify far the interest subsidy.

4. Financigl in-v . © i the sl snd  non-scheduled banks,
(including the Steta Aane o ines gey o : eugsidiaries | isnalisad banks and co-operative
banks), State Frersin o, svelopient Bank of India and other financial

institutions wiitn are or st Act of Perilament or State Legislatures.

5. The queritum ¢f sut il ohall & Fimited 10 the differencs between the actual rate
of interest charged by the immin wiong and . [four) per cent to be borne by the
borrower. If &t any stacs 1ni wrgset by tha IKhadi and Village industries Com-
mission is modifed e o v shall b= limited to tha differance betwseen ths
rate of interest chercod o a4 aenin irgitutions and such modified rate of interost.

6. The schama chal

iziomenied in e following manner : ¢

() At ths trup of sone
Khadi and Viiisge inguetric -
able to them fror-
regards the cip i pigas
sent by the cuncamng oo o
end/or tha fuagoe Sectinn «/ 105 !
sions are hel. :

Jzoseis to the budgst section of KVIC, State

T “spurately, funds likely to be made avail-
SO CaeeEawine ond also  institutionwise. As
Gogerative - serintis,  similar  inforrnation will be
CAUTRtive soeierzs to the conssrned State Directors
3 M. i, Commission, before the budget discus-

(i) After b . _sxipt i o above wiformation Lo we budget secticn of the Commis-
sion/the Sta:. Circctors of ik Sommiicion, dscvzenns will be held at the tirme of Annusl
Budget discussions with the cciesn e dosrde/Institutions /Co-opurative  Societies,
and the programma for 2hn ineiin dongl Chaneing, will be finalisad. A usual, after finalisa-
tion, the budgs: sestion il gend the pioposals of the State Boards to the S,F.C. for their
approval.  Similerly, aftsr the disvussions sre held by the State Direciorg, or at the H.0). of
the Commission propazais of direetty aids< inaritutions, co-operative societies ete. will be
3ent to the concerned duary mcogram e directors who will place their proposals
before the S.5°.G. - ' ' ' : v e

“

: e SFC of the Commission, the Bank
Finance cell wili ravsivs 3 of t*» SF.C. Only such State Boards,
institutions /cu-cpe rative & Soew namss e incivead in the sanctions of the S F.C.
will qualify for iniemeas o SR Ui asion. i

(iii) After o pros

- ~' in respect of bank borrowings
, #oacteresl Rubsidy  Eligibility Certii-
Gigiutions/ Uu-opsiative  Socisties etc.

(iv) On.the Mezis of the s & o
for different pur.c.. h2 Bank i
cates in favour of ihs conow i d Sy |
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) {v} In respect of institutions and co-operative societies working under tho State
Boards, the State Boudrds will issue the Interest Subsidy Eligibility Certificates for borrow-

ings by these agencies from bank:s within the limits indicated in the Interest Subsidy

Eligibility Cerificate issued in their favour by the Commission under pera (iv) sbove.

(vi) The Interest Subsidy Eligibility Cartificate 10 be issued by the Commission would
be signed by the Chief Executive Officor of the Commission or ha may delegete powers
1o the Dy. Chief Executive Officer (K) and Dy. Chief Executive Officer (V.1) Similarly, the
interst Subsidy Eligibility Certificates to be issued by the State Boards in respect of insti-
tutions and societies/working under them should be signed by their C.E.O./Secretary/

Executive Officer/Administrator,

{vii} On the strength of the interest Subsicy Eligibility Certificate the State Board/
ingtitutions/co-operative societies etc., will nagotiate with their bankers for the required
financial accommaodation.

(vii) The fina! decision to accapt or reject any ioan application from eligible borrowers
will vest with the banks. However, in case tha banks reject some epplications they may
indicate to the Commmission/the State Board the reasons for rejecting the loan applica-
tions, :

{ ixz The Commission will have no liability of any kind either in respect of the principal
amount of loan or payment of 4 rer cent (or at rovised rate) interest to be bomo by the
horrowers for which interest subsidy eligibility certificate has been issued by the Com-
mission, or by KVIB. Its liability shall be restricted only to the extent of payment of inter
est subsidy as per scheme.

{x) The concerned institutions/Stata Boards will inform the Comrission about the
amount sanctionad by the banks in esch case, the terms and conditions (about the rate
of interest, the tenure of loan etc.) on which such amounts ave sanctioned and the
position about the ralease/drawal of funcls sgsinst such sanctions as soon as the
laans/limits are senctionsd by the banks and evsilod of by the institutions/State Boards
ete.

{xi)* in respact of directly asided institutions (including State Boards) the banks shall
advise the Commission about the sanciion snd disbursement of loans to the borrowers in
respect of whom the interest subsidy eligibility certificates are issued by the Commission
giving referonce ta the Interest Subsidy Eligibility Certificate issued by the Commisaion.

(xii) In respect of the institutions and co-operative societies whose loan applications
have been recommended by the State Khadi & V. |. Boards, the banks shall advise regerd-
ing the sanction and disbursement of loans 10 such borrowers to the concemed State Khadi
and V. |. Boards,

(xiii) The bank will advise to the Commission/55tate Boards sanction and disbursement
of loans (vide para xi and xii) in Form.No. 2.

(xiv) The State “ndi ang V. 1. Boerds, the State Directors of the Cbmmission.and the
Khadi and V. |, Comiicaion, Bombay will maintain interest subsidy cleim register in Form
No. 3, industrywise. -
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- (xv) In respect of institutiong (including State Boards) whose interest . subsidy eligi-
hility certificatas are. issued by the ‘Commission, the banks shall submit their interest sub-
sidy claims in Form No. 4 giving reference tothe interest subsidy eligibility certificate No.
and date and slso the No. and date of bank's payment advices and release‘of funds. These
claims may be sent to the Commission's con cerned State Directors who will scrutinise the
claims and send the sarne to the Bank Finance Cell of the Commission, for payment;

bility certificates were issued by the Siate Khadi and V. |. Boards, the banks shall submit
to the concerned State Boards. their interest subsidy claims in form No. 4, giving reference
to the interest Subsidy eligibility certificate MNo. and dae issued by the State Boards and
also the No, and date of the bank payment advises of release of funds. The concamed -
State Khadi and V. |. Boards will scratinise the claims and send the same to the Bank
Finance Cell of the Khadi and V. I. Conynission for payment.

(xvii) * The claims received by the State Directorate of the Commission must be counter-
signed by an officer not beiow the rank of State Director of the Commission,

(xviii) In respect of claims received by the State Khadi and V. I. Boards the claims must
be countersigned by an Officer ndt belovy the rank of Secretary/Chief Executive Officer/
Executive Officer/Administrator of the Sitate Khadi and V. I. Boards.

%
L

(m‘x)' The Dirgctor, Bank Finance shall advise payment of such c¢laims to the Chief
Accounts O‘ﬂ%ger after entering them in the register. o

&

Note: (i) For the loans reised by the State Boards, to meet the recuirement of their
departmental activities or for disbursement (vide para 2(iil) the procedure prescribed for the
directly aided institutions would be followed. (i) These payments being of a routine
‘nature and of committed character like salesrebate ‘etc, no specific sanction of the Stand
ing Finance Cominittee would be necca‘s:ﬁz»:}*?:?r individual payment. However, they would
be covered by the budget ailocstion LGS fur interest subsidy to be paid to the banks.

(iii) Chief Accounts Officer shall arrange paymont of interest subsidy amount as per
the instructions of the Bank Finance Celf under advice to the section and the concerned
State Director or tha State Khadi and V. |, Board, who would make the note of such
payrnents in their registers of claims. * '

(iv) It may be necessary to open a proper head in the monthly and annual
accounts stasements of the Commission, to indicate the disbursement of interest subisidy
to the banks,

: The above procadure takes effect from 1-4-1977 and issues with the concurrance
of the Financial Adviser of KVIC. o X

’

Chief Executive Officer,

R R e SR Ry a



1) Name of the Sta*~ Zosid:

2) Narte o the [32  ~inne
Co-operaiive &-
whose budge:. 5 e
by the Commina: - - gyt
the limits of b » “irowin
sanc:ionad by voo Temmisgls
(Industry-wise . cancagige

3) The Khadi and Yillage indusirios
Comrmission agre.. 1o the S1g.-
Board surrendering . firsg
charge on the ax .t o
th:2 above institution i~
favour of the Fari-:

4) The State Do .- o
the Berke inte~.
elig. ..ty Certifi: |
it resaet of Yo
nstivion in Fors Yo oo

8) The Cummission would be liaple
to pay interest subsidy as R
the scheme only for *he Perin
for which the loan is - anctioseo: !
by the bank anc¢ is not liable +-
pay such interest subsidy fc;
the defeuited period

Yo,

C.EO./E.Q./Sucr R

IS/BF/FORM NO. 1 (A).

INTEREST SUBSIDY ELIGIBILITY CERTIFICATE
to be issued to the €iate Khadi and Village Industries Board

e A D i w.

(Khadi and Viilage I,

Copy to:

Chief Executive Officer
Khadi end Village Industries Commission



1§/BF/FORM No. 1 (B)
Address

T e

(Of the State Office /State Board)

Np. IS/
{State) {Industry) (running No,)

INTEREST SUBSIDY ELIGIBILITY CERTIFICATE

Full Name of the borrower

Complete address of the borrower :

Indusitey

Purpose

Amount of Inan (Rs.)

The above mentioned {Institution) has applied to

(Name end acidress of the Bank)

for a loan of Rs.

for

{purpose and industry)

The above loan uzic Rs.
will be eiigible for the intores: subsidy parable by the Commission in terms of Gowvt. of
India, Ministry of Industry (iiers of Indusiizi Davelopmient) letter No. 4 (47)(75-KVI(1)
dated the 17th May, 1977.

The Commisgian fgices 10 gurrender its first charge over the assets (moveable
and immoveable) of the abowc insttution in {avour of the Banks.

The final dscisic~ -, - <SPt or reject any loan application from eligibla
borrowers will vest with .o banks. However, in case the banks reject some appiications
they may indicate to the Commigsion/the Siate Boards the reasons for rejecting the loan
application. )

The Commission will heve ro liability of any kind either in respeot of the
principal amount of loan or payment of 4 per cent or revised rate of interest to be bome
by the borrowers for which interest subsidy eligibility cortificate has been issued by the
Commission. Its liability shall be restricted only to the extent of payment of interest
subsidy as per scheme.

The Commission would be ligble to pay interest subsidy as per the schems only
for the pariod for which the loan is sanctioned by the bank and is not liable to pay such
interest subsidy for the defaulted perind.

This is issued for - year

CE.O., Khadi and V. 1. Board/KVIC



IS/BF/FORM No. 2

Bank
(Name & Address)

No. _ Date

To": ®

(Address of the State Office/State Board/Institution/Co-operative Society)
Sub - Advice about payment of

Sub - Advice about payment of

loan of Rs.

10

for

under tha Interest Subsidy Scheme
of the KVIC.

Ref ¢ Your 'nterast subsidy Eligibility . .
Certifigaie Rio.

Date

Sir, 4
With co’ 1 7o (L your above mentioned Interest Subsidy Eligibility Certificate,

| am to advise you that our bank has sanctioned/disbursed a loan for Rs.

to for on

(Date)

-

The loan carries an interest at % and is repayable

Yours faithfully,

{ )
Agent / Manager
5 e Bank.

Copy to : The Directar {Beni Finnnoad
Khadi and V. I. Commizgion,
BOMBAY .. 400°056.
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