
Rs. 3.00 Lakh crores loans to MSMEs: Collateral Free,Guarantee Free

What is the scheme?

Finance Minister Nirmala Sitharaman on May 13 announced collateral-free loans up to Rs 3 lakh crore 
backed by government guarantee. The 100% collateral-free MSME loan is being called the Emergency 
Credit Line Guarantee Scheme (ECLGS), which is being provided by the National Credit Guarantee 
Trustee Company (NCGTC) to banks, NBFCs and Financial Institutions (FIs).
According to this scheme, every eligible MSME or business enterprise, gets a pre-approved sanction 
limit of up to 20% of loan outstanding as on 29th February, 2020. This is a special scheme to help small 
businesses battling the economic impact of Covid-19 and includes Pradhan Mantri MUDRA Yojana 
(PMMY) borrowers.

Eligibility for the scheme?

1. All business enterprises or MSMEs that have a combined outstanding loans across different 
banks, NBFCs and FIs up to Rs. 25 crore as on 29.2.2020

2. The annual turnover of the firm is up to Rs. 100 crore for FY 2019-20
3. Only the loans taken for the business are being covered. Any loan taken by a promoter or 

director in his personal capacity will not be covered under the scheme.
4. Scheme is valid for existing customers of a bank, NBFC or FI. This means this scheme is not for 

new borrowers.
5. The loan account should be less than or equal to 60 days past due as on 29th February, 2020 

and the borrower has not been classified as SMA 2 or NPA by any of the lender as on 29th 
February, 2020

6. A borrower must also be registered under GST, unless the business is not required or exempted 
from having a GST registration.

7. Udyog Aadhar or recognition as an MSME is not required under this Scheme as long as you 
satisfy the eligibility criteria stated above (Proprietorship, partnership, registered company, 
trusts and Limited Liability Partnerships (LLPs) are all eligible under the Scheme).

Terms of the Scheme



1. Loan Amount
a. The maximum amount eligible under this scheme either in the form of additional 

working capital term loan facility (in case of banks and Financial Institutions), and 
additional term loan facility (in case of NBFCs) is set at 20% of the total outstanding 
loans up to Rs 25 crore as on 29th February, 2020

b. To arrive at the total outstanding, only on-balance sheet exposure like an outstanding 
amount in working capital loan, term loan and working capital term loans will be taken.

c. In case a borrower has loans with multiple lenders, the scheme can be availed either 
through one lender or multiple lenders. You must keep in mind that a lender will check 
with the credit bureau to get the correct picture of the overall outstanding of a 
borrower.

2. Rate of Interest
a. Interest rate is to be capped. 
b. Banks and FIs - maximum of 9.25% per annum
c. NBFCs - maximum of 14% per annum

3. Deadline 
a. This facility is available for borrowers from May 23, 2020 to 31st October, 2020, or till an 

amount of Rs. 3 lakh crore has been sanctioned, whichever is earlier.
4. Collateral

a.  No fresh collateral to be submitted and no guarantee fees to be paid
5. Time for repayment

a. The loan under this scheme is extended for a period of four year from the date of 
disbursement and there will be no prepayment charge if a borrower wants to repay 
early. There will also be no processing fee for such loans.

b. A separate loan account will be opened, which is distinct from your current loan 
accounts. In that sense, the scheme is not a top-up on your existing loan.

6. Moratorium
a. There will be a moratorium of one year on the principal repayment, but interest 

payment will continue during this period. The principal repayment will then be 
converted into equated installments spread across the remaining period, which is 36 
months.

Where to apply and how?

1. The scheme has an automatic pre-approve mechanism, which means you do not have to 
approach the lender for the loan. If a borrower is eligible, a lender will automatically offer it.

2. The scheme provides an 'opt-out' option where the borrower may not avail the scheme, while 
someone who wants to take the benefits of this scheme will have to go through the 
documentation process.

3. No centralised portal/website is available to apply for the loan as of now.
4. Documents required - TBC

DISTRESSED ASSETS FUND - SUBORDINATE DEBT SCHEME FOR 
MSMEs 



Credit Guarantee Scheme for Subordinate Debt (CGSSD)

What is the scheme?

The “Distressed Asset Fund - Subordinated Debt for Stressed MSMEs” is a scheme framed by Ministry of 
MSME under which credit facility would be provided to the Promoters of the stressed MSMEs by 
Scheduled Commercial Banks (SCBs) for infusing the same as equity/quasi equity/ sub-debt in the unit. 
The objective of the scheme is to provide credit facility through lending institutions to the promoters of 
stressed MSMEs viz. SMA-2 and NPA accounts who are eligible for restructuring as per RBI guidelines 
on the books of the Lending institutions.
Credit Guarantee Scheme for Subordinate Debt (CGSSD) (hereinafter referred to as “Scheme”) being 
operated by Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) provides guarantee 
coverage to Member Lending Institutions (MLIs) for the credit facility extended to the to the eligible 
MSMEs under the above mentioned scheme.

Eligibility for the scheme?

1. MSME units such as Individuals / Proprietorship, LLP, Partnership, Private Limited Company or 
registered company are eligible to be covered under the scheme.

2. MSMEs whose accounts have been standard as on 31.03.2018  and have been in regular 
operations, either as standard accounts, or as NPA accounts during financial year 2018-19 and 
financial year 2019-20 

3. All MSME borrowers / entities who are stressed viz. SMA2 and NPA accounts as of 30.04.2020, 
and are eligible for restructuring (as per RBI guidelines) are eligible.

4. The MSME borrower/entity should be commercially viable as per the assessment of the lending 
institutions.

5. Accounts declared as Fraud/ Willful defaulter will not be considered under the scheme.

Terms of the Scheme

1. Loan Amount
a. Under the Scheme, Promoter(s) of the MSME unit will be given credit facility equal to 15 

% of his/her stake in the MSME entity (equity plus debt) or Rs 75 lakh whichever is lower 
as per last audited Balance Sheet.

b. Illustration 1 : If promoters have invested Rs.100 lakh as equity/debt in a company, then 
15% of Rs.100 lakh, i.e. Rs.15 lakh is eligible amount under sub debt. 

c. Illustration 2 : If promoters have invested Rs.700 lakh as equity/debt in a company, then 
15% of Rs.700 lakh is Rs.105 lakh. However, eligible amount under sub-debt would be 
Rs.75 lakh.

2. Computation Methodology



3. Guarantee Coverage
a. The guarantee coverage of the sub-debt under CGSSD shall be 90% 
b. The promoters are required to bring in 10% of the sub-debt amount as collateral. 
c. No service fee or any other fee would be charged in addition to the guarantee fee

4. Moratorium
a. There can be a moratorium of 7 years (maximum) on the payment of principal. Till the 

7th year, only interest will be paid. While the interest on the credit facility provided 
under the scheme would be required to be serviced regularly (monthly), the principal 
shall be repaid within a maximum of 3 years after completion of moratorium. 

5. Time for repayment
a. The Scheme would be applicable to sub-debt sanctioned under CGSSD for a maximum 

period of 10 years from the guarantee availment date or March 31, 2021 whichever is 
earlier, or till an amount of Rs 20,000 crore of guarantee amount is approved. 

6. Interest Rate
a. TBC

7. Other features
a. All scheduled commercial banks can act as lending institutions
b. Promoters will infuse loan as equity in the enterprise
c. Debt equity will be improved
d. 2nd charge on the assets financed under existing facilities
e. This amount cannot be wholly or partly utilized for adjustment of any previously 

outstanding debts, over dues to the lending institution including those debts deemed 
as bad or doubtful of recovery.

Where to apply and how?



1. Promoter(s) of MSMEs meeting the eligibility criteria may approach scheduled commercial 
banks to avail benefit under the scheme

2. Necessary due diligence will be performed by the lending institution, and only if the project is 
found to be commercially viable will the amount be sanctioned

3. More details - TBC

Equity Infusion for MSMEs through Fund of Funds

What is the scheme?

MSMEs face a severe shortage of equity. The Fund of Funds will provide equity funding for MSMEs with 
growth potential and viability with the ultimate aim of encouraging MSMEs to grow and get listed on 
stock exchanges. VCs/PEs firms do offer early stage funding but very few of them provide growth stage 
funding. With Government intervention, this scheme would be able to intermediate different types of 
funds into underserved MSMEs and address the growth needs of viable and high growth MSMEs.
Fund of funds is a Mutual Fund which utilises its pool of resources to invest in various other kinds of 
mutual funds available in the market.

Eligibility for the scheme?

1. All Indian MSMEs with AAA credit rating are eligible for the scheme 

Terms of the scheme

1. A fund of funds with corpus of Rs 10,000 crore will be set up, which will be operated through a 
mother fund and few daughter funds. 

2. The fund structure will help leverage Rs 50,000 crore of funds at daughter funds level.
3. Under the scheme, there would be a Mother Fund, where the Government of India will be 

Anchor Investor. The Mother Fund can invest daughter funds who can deploy the investments 
in targeted MSMEs. This will create a partnership with MSMEs in their growth journey and 
enable them to grow bigger and get listed on stock exchanges.

Where to apply and how?

1. Growth Funding to MSMEs through equity financing: GOI will support VC/PE firms in 
investing in commercially viable MSMEs in meeting their growth requirements. The proposed 
fund of funds will encourage private sector investments in the MSME sector and leverage 
Rs.50,000 crore. The actual investment may be even higher.

2. Private funding leverage: Fund of Funds aims to achieve private funding leverage through the 
use of professional fund managers with access to funding and strategic performance oversight. 
This will help attract a wide range of investors, including financial institutions, corporate 
investors, banks, other government funds, HNW individuals to invest into MSMEs.

Mudra Loans Scheme



What is the scheme?

As per NSSO survey (2013), there are around 5.77 crore small/micro units in the country, engaging 
around 12 crore people, mostly individual proprietorship/Own Account Enterprises. Over 60% of units 
are owned by persons belonging to Scheduled Caste, Scheduled Tribe or Other Backward Classes. Most 
of these units are outside the formal banking system, and hence are forced to borrow from informal 
sources or use their limited owned funds. The MUDRA Loan Scheme has been proposed to bridge this 
gap. MUDRA Loan Scheme will aim to increase the confidence of the aspiring young person to become 
first generation entrepreneurs as also of existing small businesses to expand their activities.

Eligibility for the scheme?

1. Individuals (18-59 years of age), proprietary concern, partnership firms, private Ltd. 
companies,public companies are all eligible to avail this scheme

2. The applicant should not be a defaulter to any bank or financial institution and should have a 
satisfactory credit track record.

3. Where the requirement of credit is for maximum Rs.10 lakhs or lower.
4. Income generating micro enterprises engaged in the Manufacturing, Trading and Services 

sector including allied agricultural activities.

Terms of the Scheme

1. Loan Amount
a.  There are three Categories of the MUDRA loans based on the stated parameters making the 
business viable. They are:

● Sishu: This loan is meant for entrepreneurs who are looking to start a business or in the 

process of establishing one. The maximum loan sanctioned under this category is 

Rs.50000. The basic norms of the loan are:

● To provide finance for machinery.

● Valid quotation and supplier details are essential.

● Interest rate is 1 percent/month or 12 percent/annum. 

● The repayment period for such a loan is up to 5 years

 Kishor: Under the MUDRA scheme, this category of loan is targeted towards 

entrepreneurs looking to expand their business through the infusion of fresh funds. 

Thus, the loan sanctioned under this category is in the range of Rs.50001 to Rs.5 lakhs.

The key requirements for availing of this loan are:

1. The existing balance sheet for the previous two years.

2. Bank account statement.

3. Income and sales returns.

4. Estimated balance sheet for the current year.

5. Technical and economic viability of the project.



● The interest rate would depend on the bank, as per the guidelines of the 

schemes and keeping in view the applicant’s credit history. 

● Loan repayment period is dependent on the option of the bank

Tarun: The third type of loan under PMMY is for entrepreneurs who are well entrenched 

and have established themselves in the business and yet looking for further growth or 

diversification. The loan sanctioned under Pradhan Mantri Mudra Yojana for this type of 

loan is in the range of Rs.500001 to Rs.10 lakhs. The amount involved being the highest 

under the MUDRA Scheme, the requirements are more stringent than the other two 

loans. 

Some of the key requirements are:

1. All the requirements listed for Kishor Mudra Loan.

2. Address and Identity proof.

3. Caste certificate, if eligible for reservation

● The interest rate would depend on the bank, as per the guidelines of the 

schemes and keeping in view the applicant’s credit history.

●  Loan repayment period is dependent on the option of the bank

b.  There is no minimum amount of loan

c.  The maximum amount of loan is Rs.10 lakhs.

2. Collateral

a. There is no security of collateral for the loan.

3. Interest Rate

a. Interest rates are to be charged as per the policy decision of the bank. 

b. However, the interest rate charged to ultimate borrowers shall be reasonable.

c. Scheduled Commercial Banks, RRBs and Cooperative Banks wishing to avail of 

refinance from MUDRA will have to peg their interest rates, as advised by MUDRA Ltd., 

from time to time.

3. Other features

a. Primarily the loan facilities are extended to non-corporate non-farm enterprises. 

However, farm sector enterprises involved in allied services like fisheries, food 

processing and horticulture, to name a few are eligible.

b. It is normally processed in 1-3 days from the time of application.

Where to apply and how?
a. Can be applied online by filling a form on the official website- www.mudra.org.in
b. Can be applied by filling a form at any nearest public/government bank

http://www.mudra.org.in


c. Amount will be credited directly to your bank account

Startup India

What is the scheme?
The Startup India scheme was approved by the Union Cabinet and was launched on 5th April’2016. 
Startup India Scheme is an initiative by the Government of India for generation of employment and 
wealth creation. The goal of Startup India is the development and innovation of products and services 
and increasing the employment rate in India. Benefits of Startup India Scheme is Simplification of work, 

Finance support, Government tenders, Networking opportunities. 

Eligibility for the scheme?

a. Firstly, the company to be formed must be a private limited company or a limited liability 

partnership firm.

b.  Secondly, the firms should have obtained approval from the Department of Industrial Policy 

and Promotion.

c. Thirdly, it must have a recommendation letter by an incubation.

d. The firm must provide innovative schemes or products.

e. It should be a new firm or not older than five years.

f. The total turnover of the company should not exceed 25 crores.

g. Lastly, it should not be a result of splitting up, or reconstruction, of a business already in 

existence.

Terms of the Scheme / Benefits:

1. Self Certification
a. Objective: To reduce the regulatory burden on Startups, thereby allowing them to 

focus on their core business and keep compliance costs low.

b. Benefits:
i. Startups shall be allowed to self-certify compliance for 6 Labour Laws and 3 

Environmental Laws through a simple online procedure.

ii. In the case of labour laws, no inspections will be conducted for a period of 5 

years. Startups may be inspected only on receipt of credible and verifiable 



complaint of violation, filed in writing and approved by at least one level senior 

to the inspecting officer.

iii. In the case of environment laws, startups which fall under the ‘white category’ 

(as defined by the Central Pollution Control Board (CPCB)) would be able to 

self-certify compliance and only random checks would be carried out in such 

cases

c. Registration Process:
i. Go to the Shram Suvidha Portal of the Ministry of Labour and Employment  
ii. Register at Shram Suvidha Portal and then login.

iii. After successful login, click the link  "Is Any of your Establishment a Startup?"

iv. Follow the instructions.

2. Startup Patent application and IPR Application

a. Objective: Innovation is the bread and butter of startups. Since patents are a way of protecting 
innovative new ideas that give your company a competitive edge, patenting your product or 
process can dramatically increase its value and the value of your company. However, filing a 
patent has historically been an expensive and time consuming process which can be out of the 
reach of many startups. The objective is to reduce the cost and time taken for a startup to 
acquire a patent, making it financially viable for them to protect their innovations and 
encouraging them to innovate further.

b. Benefits: 
i. Fast-tracking of Startup Patent Applications: Patent applications filed by startups shall 

be fast-tracked for examination so that their value can be realised sooner.
ii. Panel of facilitators to assist in filing of IP applications: For effective implementation of 

the scheme, a panel of “facilitators” shall be empanelled by the Controller General of 
Patents, Designs and Trademarks (CGPDTM), who shall also regulate their conduct and 
functions. Facilitators will be responsible for providing general advisory on different 
intellectual property as well as information on protecting and promoting intellectual 
property in other countries.

iii. Government to bear facilitation cost: Under this scheme, the Central Government shall 
bear the entire fees of the facilitators for any number of patents, trademarks or designs 
that a Startup may file, and the Startups shall bear the cost of only the statutory fees 
payable.

iv. Rebate on filing of application: Startups shall be provided an 80% rebate in filing of 
patents vis-a-vis other companies. This will help them pare costs in the crucial 
formative years

c. Registration Process: You should reach out to an appropriate Facilitator - depending on your 
desired sector and the jurisdiction of the facilitators -  for up-to-date information about the 
process and required documents for a patent or trademark application.

3. Tax Exemption under section 80IAC
a. Benefits: Eligible startups can be exempted from paying income tax for 3 consecutive financial 

years out of their first ten years since incorporation.
b. Eligibility:

i. The entity should be a DPIIT recognised startup



ii. Only Private Limited Companies or Limited Liability Partnerships are eligible for tax 
exemption under Section 80IAC

iii. The startup should have been incorporated after 1st April, 2016
c. Registration Process

i. Register on the Startup India portal. Click here to register
ii. Post registration, apply for DPIIT (Department for Industrial Policy and Promotion) 

recognition. Click here for Recognition
iii. Access the Section 80 IAC exemption application form here
iv. Fill in all details with the below mentioned documents uploaded and submit the 

application form
d. Registration Documents

i. Memorandum of Association for Pvt. Ltd. / LLP Deed
ii. Board Resolution (If Any)
iii. Annual Accounts of the startup for the last three financial years
iv. Income Tax returns for the last three financial years

4. Section 56 Exemption
a. Benefits: 

i. Exemption under Section 56(2)(VIIB) of Income Tax Act
ii. Investments into eligible startups by listed companies with a net worth of more than 

INR 100 Crore or turnover more than INR 250 Crore shall be exempt under Section 56 (2) 
VIIB of Income Tax Act

iii. Investments into eligible Startups by Accredited Investors, Non-Residents, AIFs 
(Category I), & listed companies with a net worth more than 100 crores or turnover more 
than INR 250 Crore, shall be exempt under Section 56(2)(VIIB) of Income Tax Act

iv. Consideration of shares received by eligible startups shall be exempt upto an 
aggregate limit of INR 25 Crore

b. Eligibility:
i. Should be a private limited company
ii. Should be a DPIIT recognised startup. To get DPIIT recognition, click on "Get 

Recognised" below.
iii. Not Investing in specified asset classes
iv. Startup should not be investing in immovable property, transport vehicles above INR 10 

Lakh, Loans and advances, capital contribution to other entities, except in the ordinary 
course of business

5. Easier Exit options
a. Objective:

i. To make it easier for Startups to shut down or wind up operations, with the objective of 

allowing entrepreneurs to reallocate capital and resources to more productive avenues 

faster.

ii. To encourage entrepreneurs to experiment with new and innovative ideas, without 

having to face complex and long-drawn exit processes where their capital becomes 

interminably stuck in the event of business failure.

b. Benefits:
i. As per the Insolvency and Bankruptcy Code, 2016, startups with simple debt structures, 

or those meeting certain income specified criteria* can be wound up within 90 days of 

filing an application for insolvency.



ii. An insolvency professional shall be appointed for the Startup, who shall thereafter be in 

charge of the company (the promoters and management shall no longer run the 

company) including liquidation of its assets and paying its creditors within six months 

of such appointment.

iii. Upon appointment of the insolvency professional, the liquidator shall be responsible for 

the swift closure of the business, sale of assets and repayment of creditors in 

accordance with the distribution waterfall set out in the IBC. This process will respect 

the concept of limited liability.

6. Easier Public Procurement Norms
a. Objective: Public procurement refers to the process by which governments and state-owned 

enterprises purchase goods and services from the private sector. Government organisations 
have significant spending power and can represent a huge market for startups. The objective is 
to make it easier for startups to participate in the public procurement process and allow them 
to access another potential market for their products.

b. Benefits:
i. Opportunity to list your product on Government e-Marketplace: Government e 

Marketplace (GeM) is an online procurement platform and the largest marketplace for 

Government Departments to procure products and services. DPIIT Recognized 

Startups can register on GeM as sellers and sell their products and services directly to 

Government entities. This is a great opportunity for startups to work on trial orders with 

the Government.

ii. Exemption from Prior Experience/Turnover: In order to promote startups, the 

Government shall exempt Startups in the manufacturing sector from the criteria of 

“prior experience/ turnover” without any compromise on the stated quality standards or 

technical parameters. The Startups will also have to demonstrate requisite capability to 

execute the project as per the requirements and should have their own manufacturing 

facility in India. 

iii. EMD Exemption: DPIIT recognised startups have been exempted from submitting 

Earnest Money Deposit (EMD) or bid security while filling government tenders. 

7. Composite loan upto INR 10 Lakh to 1 Crore

a. The amount is inclusive of working capital for entrepreneurs belonging to any of the 3 

categories i.e. women, SC, ST

b. It will help them set up their business without worrying about arranging seed capital. The 

amount can be repaid within 7 years. 

8. Other features



a. The government has set-up Startup India hubs where all the works related to incorporation, 

registration, grievance handling, etc.

b. The government has set up a corpus of Rs.10,000 crores for 4 years (Rs.2500 crore each year). 

From this  fund, the government invests in various startups.




