-

Government of India
Ministry of Electronics and Information Technology (MeitY)
| IPHW Division

Public Notice

Ref.No: 27(51)/2016-IPHW Date: 6™ September 2018

. Subject: Closing procedure for applications with insufficient information /documents
| under Modified Special Incentive Package Scheme (M-SIPS)

This is with regard to the applications secking incentives under Modified Special
Incentive Package Scheme (M-SIPS).

| 2. It has been observed that most of the applications are being received with insufficient
information/documents.  This has resulted in piling of long pending applications in the
Ministry. Iollowing procedure has been decided for closing of such applications:

i. The applicant must submit all the required documents with 60 days from the date of
issuc of acknowledgement. failing which, the Appraisal Agency will inform to MeitY.

ii. The Ministry will issuc a notice 1o the applicant to submit documents or indicate
reasons for non-submission within 15 days.

iti. On receipt of reply from applicant. the competent authority may extend time for
submission of documents. not exceeding 30 days.

iv. If the applicant fails to submit documents within the extended time. the application
will be closed.

3. The samplc template of information/documents required for appraisal under M-SIPS
1s anncxed.
4. The above procedure will be applicable on all applications,
5. This issucs with the approval of Secretary. Meit Y. W
(Vang%va)

Director
Tel: 24301387
L:-mail: vandana.srivastava® nic.in

To: All Indusiry Associations/MeitY website/I-portal (SIPS)

Copy to: Secretary, MeitY
AS(PK) . MeitY
AS&FA, MeitY
JS(klectronics) . MeitY




Annexure

Sample template of information/ documents required for M-SIPS

appraisals

Finamcial Clasure

11

True certified copy of the resolution, highlighting year-
wise/phase wise proposed products and investment schedule
from different sources (term loan, unsecured loan and equity

ete.). The resolution should mention the project location and the

intent to invest under M-SIPS

Clause 2.7 of
Guidelines

1.2

CA Certified Copies of Annual Reports for the past three years.

MS Excel required

Clause 2.3 (¢) of
annexure 1 of
Guidelines

1.3

Financial Closure

Term Loan

-  Sanction Letter

- Loan Agreement

- Appraisal Note

- Loan account statement (if disbursed)
Internal Accruals

- Documents supporting fund availability
Equity

- Documents supporting fund availability

- Equity subscription agreement

- Commitment letters from equity providers
Unsecured Loan

- Documents supporting fund availability

- Unsecured Loan agreements

- Commitment letters from equity providers

Clause 6 of annexure 1
of Guidelines

Capex Details

Proposed capex:
Complete list of capital goods proposed to be purchased along
with their quotations

Details of refurbished plant and machinery (if applicable)

Clause 4.4 (b) of
annexure 1 of
Guidelines

Building Plan and layout

Clause 4.3(b) of
annexure 1 of
Guidelines

3.1

ﬁm]eaed financial statements (P&L, balance sheet and cash

flows) till 10 years of the project. This should include detailed
income and expense break-up. The income should include
product / segment wise sales and assumed selling
price.(including details of maintenance capex and both fixed
and variable operating expenses expected to be incurred up to
10 years of the project under all major heads under Cost of
Goods (COGS) and Selling, R&D, General and Administrative
Overheads)-with and without subsidy. MS Excel required

Detailed Financial Projections for the Company as a whole
including their present and future lines of business with and

Clause 4.4(c) of
annexure 1 of
Guidelines

3.2
without subsidy. MS Excel required =
Key assumptions for projection of:
a) Unit Sales Price

33 b) No. of Units sold

¢) Method of Depreciation
d) Market Size
e) Percentage Market Share & basis




Particulars

Reference

f) Technology growth assumptions
g) Business environment assumptions
h) Sales growth
i) weighted average cost of capital
i) project execution assumptions related to timelines
Key financial indicators (IRR, ROJ, ROCE and NPV with and al r
without Government support, break even period, with and ause 4.4 (f)fo
34 | without Government support) for the investment. M$ Excel is z(l}nr_lexqre 1o
i uidelines
required
External credit ratings (ICRA, CIBIL, CRISIL, FITCH, Clause 2.3 (d) of
35 | EXPERIAN or equivalent) Guidelines
4 | Lissll Details
Documentation showing ownership of land (leased/owned) for
41 | the project Clause 4.3 (a) of
- - ; annexure 1 of
4.2 Documentation showing possession of land (leased/owned) for | Guidelines
the project
4.3 | Documents showing the location is in an industrial area
5 | Otieer Details
CA certificate (with membership No.) showing shareholding Clause 2.3 (e) of
51 pattern (indicating number of shares and investment) Guijdelines
2 Self-certificate that the applicant is not blacklisted by any Clause 2.6 (a) of
5- Government department Guidelines
Undertaking stating the details of assistance sought received .
53 | from Gowt. of Indiagapart from M-SIPS B/ Clavse 6.7 of Guidelines
Certificate from Company Secretary/Board of Directors on
pending legal cases and impact on the project thereof (with a R
54 | brief one line description of each case and the amount — by and Clause 2.6 of Guidelines
against the applicant) and contingent liabilities.
Details of the procurement process for machinery and raw
55 | materials I
5.6 | Undertaking on number of proposed manufacturing set ups
5.7 | Write-up on contribution of project in import substitution
Self-Certified Copies of bio of key management personnel
including:
- Educational qualification Clause 2.3 (b) of
5.8 | - Past work experiences: designation and job role annexure 1 of
- Current work job role Guidelines
- Awards and accolades
- Membership of any Industry BodyEtc.
Employment generation in the following categories:
- Managerial Para 3.2 {i) of
5.9 | - Supervisory annexure 1 of
- Skilled Guidelines
- Unskilled
Clause 4.3 (e) of
5.10 | Year/Phase wise production capacity till the project completion | annexure 1 of
Guidelines
Implementation Schedule with timelines for the following,
activities:
- Construction of Building Para 4.3(d) of
511 | - Ordering of Machines annexure 1 of
- Receipt and Installation of Machines Guidelines
- Pilot Production
- Commercial Production
5.12 | Details of availability of raw materials (imported or indigenous) fz;aG%?égizi:nnexure
5.13 | Current status Adhere to the attached




Particulars

Reference

template:
Current Status
Template
 5.14 | Statutory Auditor Certified Gross Block as on date of application - ]
Detailed Project Risk and Mitigation plan including:
- Business Risk
- Industry Risk
515 | Environment Risk Para 4.5 of annexure 1
' - Technology Risk of Guidelines
- Financial Risk
- Legal and Regulatory Risk
- Operational Risk
5.16 | List of major customers
5.17 | Company information, history and key milestones
CS Certified Documents of Registration (MoA/AocA or Clause 2.2(a) of
5.18 equivalent) annexure 1 of
Guidelines
6| Tedmology
6.1 Technology Details (as per annexure 1, prescribed by Clause 4.2 (c) of
> | Technology experts of MeitY) Guidelines
6 Copy of technology agreements with technology provider (if Clause 4.7 (a) of
.2 : g
applicable) Guidelines
Annexure 1

1.
2.

3.

LU

250 N e

Name of the technology being used for manufacturing the proposed product(s)

Intellectual property status for the technologies being proposed.

Competitive differentiation or advantage with similar or competing technologies
highlighting why the said technology (ies) has been proposed and a roadmap.

Potential scope and plans for technology (ies) upgrade including back-up R&D.

In the process flow diagram, at each stages, indicate the associated capital equipment, with
through-put & cost on one side and input raw materials/components with quantity on the

other side.

Current players in India/ abroad who have adopted similar technology

Details on the number of manufacturing set ups being proposed

Technology relevant for next 10 years in the local and global context

Relevance of the current levels of automation with local scenario/ conditions

. Future Roadmap for R&D
. Justification for technology being “State-of-the-art”




MINISTRY OF ELECTRONICS AND INFORMATION TECHNOLOGY
F. No. 27(98)/2016-IPHW

New Delhi, 30.01.2017
NOTIFICATION

Subject: Amendments to Revised Modified Special Incentive
Package Scheme (M-SIPS) - Notification

References:
1.  Modified Special Incentive Package Scheme (M-SIPS) Policy
Gazette Notification vide no. 175 dated 27-07-2012.

2. Guidelines for Modified Special Incentive Package Scheme vide no.
27(3)/2012-iPHW dated 07-10-2012 and Amendment dated 23-05-2013
& 23-12-2013.

3. Modified Special Incentive Package Scheme (M-SIPS): Enhancement
of Scope and extension of timeline and other amendments — Revised
Notification vide no. 211 dated 03-08-2015.

4. Guidelines for effective functioning of revised Modified Special
Incentive Package Scheme (M-SiPS) vide no. 27(3)/2012-IPHW (Vol. I}
dated 24-02-2016.

The policy for Modified Special Incentive Package Scheme (Modified-
SIPS) cited as reference (1) above was notified in the Gazette on July 27",
2012. The implementation guidelines cited as reference (2) above have also
been published. Amendments to the M-SIPS Policy cited as reference (3)
above were notified in the Gazette on 3™ August 2015 and necessary
guidelines for implementation of these amendments cited as reference ({l)
above have also been published.
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MINISTRY OF ELECTRONICS AND INFORMATION TECHNOLOGY
F. No. 27(98)/2016-IPHW

2, While Revised M-SIPS has been able to enthuse investment in
electronics, the proposed investments are still short of intended target. It is,
therefore, important to continue the applicability of M-SIPS for few more
years. However, efforts need to be made to expedite investment into the
sector to achieve the target of ‘Net Zero imports’.

3. The following amendments in Revised M-SIPS policy are applicable
with immediate effect. All other provisions remain unchanged.

4 Time period for applying under M-SIPS:

Applications under the Scheme will be received till 31%' December 2018 or
till such time that the incentive commitment reaches Rs. 10,000 crore,
whichever is earlier. In case, the incentive commitment of Rs. 10,000 crore
is reached prior to 31% March 2018, a review to be undertaken by CEQ NITI
Aayog to decide on the need for further continuation of the Scheme.

5 Process

5.1 The incentives under the Scheme will be available for a period of 5
years from the date of approval of the application under M-SIPS i.e.
incentives will be available for investments made within 5 years from the
date of approval. However, this will be applicable for new applications only
which are received after the issuance of this notification.

5.2 After receiving incentives under the scheme, the unit will have to

provide an undertaking to remain in commercial production for a period of
at least 3 years.

53 The Appraisal Committee recommending approval of project will be
chaired by Secretary, Ministry of Electronics and Information Technology.
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MINISTRY OF ELECTRONICS AND INFORMATION TECHNOLOGY
F. No. 27(98)/2016-IPHW

5.4 A separate Committee headed by Cabinet Secretary and
comprising of CEO, NITI Aayog, Secretary Expenditure and Secretary,
MeitY will be set up in respect of mega projects, envisaging more than Rs.
6,850 crore (approx. USD 1 Billion) investment on a case to case basis.

5.5 Approvals will normally be accorded to eligible applications within
120 days of submission of the complete application.
6. For effective functioning of the revisions in the M-SIPS policy, a set of

Guidelines will be issued by Ministry of Electronics and Information
Technology separately.

% 12487

ajiv Bansal)

Joint Secretary to the Government of India
Tel: 24363114
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MINISTRY OF COMMUNICATIONS AND INFORMATION TECHNOLOGY

(Department of Electronics and Information Technology)

NOTIFICATION

No. 24(10)/2010-IPHW New Delhi, the 27" July 2012

Subject: Modified Special Incentive Package Scheme (M - SIPS) to offset
disability and attract investments in Electronics Systems Design and
Manufacturing (ESDM) Industries

1 Background and Objective

1.1 Manufacturing base of electronic products in the country is grossly
inadequate in comparison to demand of such goods. Even in cases where
products are manufactured in India, the extent of domestic value addition is
low. Semiconductors are at the heart of any electronic systems and constitute
a significant part of the total value of the Bill of Material (BOM). The main
impediments in the way of attracting investments for manufacture of
semiconductors, components and electronic products are disabilities like high
cost of power and finance, high transactional costs and poor base of supply
chain (components and accessories). Presently, semiconductor wafers, semi-
conductors and majority of the hi-tech components are being imported. The
manufacturing capabilities for semiconductors are highly capital intensive and
have to deal with constantly changing technology. Development of supply
chain is essential for the manufacture of electronic products with higher
domestic value addition. Therefore, Government has decided to offer a
package of incentives to attract domestic and global investments into the
Electronics Systems Design and Manufacturing (ESDM) sector within
Electronics Manufacturing Clusters (EMCs) as a means to minimizing the

disabilities.

12 As per the report of the Task Force on IT/ITES and Electronics
Hardware Manufacturing, the ESDM industry in India lags behind its
counterparts in other countries despite having basic capabilities to develop the



sector due to its strength in chip design and embedded software. The
Proposed incentives will provide a level-playing field ang achieve
competitiveness in the global market.

Indian exporters vary and range from 19 to 229, In contrast exporters in
developed economies pay only 2 to 3% of transactional costs. The Modified
SIPS proposes to partly offset the difficulties.

2. Modified Special Incentive Package:

21 The M-SIPS will be applicable to investments in new ESDM units and
expansion of Capacity/ modernization ang diversification of existing ESDM
units. For the purpose of the scheme -

a) ESDM unit shall mean a unit engaged in design and manufacturing of
the electronics and nano-electronics products and their accessories listed in
Annexure - 2 ang includes all stages of the value-chain involved in the
development of these products and accessories starting from raw materials. |t
includes assembly, testing and packaging. It also includes Electronics
Manufacturing Services (EMS) involved in any of the above stages.

b) Expansion of an éxisting unit would mean increase in the value of fixed
capital investment in plant and machinery of an ESDM unit by not less than
25%, for the Purposes of expansion of Capacity/ modernization and
diversification.

22 The Modified Special Incentive Package shall be for state-of-the-art
technology.

23 The investment thresholds applicable for units in different categories
under the scheme are indicated in Annexure - 1. The thresholds are the same



for new or expansion of capacity/ modernization and diversification of existing
units. The incentives available for each category are also indicated along with

in Annexure - 1.

31 The incentives mentioned in Annexure - 1 will be available for
investment made within 10 years of the approval of a new unit. In case of
expansion of capacity/ modernization and diversification of existing units, the
incentive will be available for investment made within 10 years of the approval

of expansion of capacity/ modernization and diversification of existing units

32  The incentives, if any, offered by the State Government or any of its
agencies or local bodies shall be over and above the incentive amount eligible
under M-SIPS.

3.3 The period of 10 years shall be the first 10 years after the approval of
the project and not with regard to any subsequent phase/s of the project.

3.4 The capital expenditure will be the total of capital expenditure in land,
building, plant and machinery and technology including Research and
Development (R&D). The total cost of land exceeding 2% of the capital

expenditure shall not be considered for calculation of incentives in this regard.

41 The incentive against the capital expenditure shall be released after the

end of the financial year in which the total investment exceeds the threshold
value. Thereafter, the incentive shall be provided on an annual basis on the
value of the investments made during the year and be restricted to the first 10
years from the date of approval of the unit under the scheme.

42 The re-imbursement of Central taxes and duties actually paid, where
applicable, shall be released after the end of the financial year in which the unit
commences the production. Thereafter, the incentive shall be provided on an
annual basis on the value of the taxes and duties actually paid during the year
and will be restricted to the first 10 years from the date of approval of the unit.



5.1.1 The overall financial ceiling under the Modified SIPS will initially be
limited to Rs 10,000 crores during the 12" Five Year Plan. A review of the
scheme in the ultimate year of the 12t Five Year Plan could make a realistic
estimate of the likely demand for the 13" Five Year Plan.

5.1.2 Periodic reviews will be undertaken with respect to changes, if any, to
the list of products and thresholds for which incentives are provided.

5.2 The M-SIPS will be open for applications for three years from the date
of this notification. The applications received under the scheme will pbe
appraised on an ongoing basis.

5.3 The M-SIPS wil be available for units set up within Electronics
Manufacturing Clusters to be notified by the Department of Electronics and
Information Technology.

6.1  An M-SIPS Appraisal Committee shall be set up by the Department of
Electronics and Information Technology and headed by the Additional
Secretary, Department of Electronics and Information Technology or in his
absence on long leave or the post being vacant any other officer in the
Department not below the rank of Additional Secretary, who may be so
authorized by the Minister incharge. The Appraisal Committee will consider the
applications under M-SIPS and submit its recommendations to the
Government. The Government shall consider Such recommendations and
grant approvals.

6.2  For effective functioning of the M-SIPS Appraisal Committee, a set of
guidelines shall be drawn up by Department of Electronics and Information
Technology and issued separately.

(Dr. Ajay Kumar)
Joint Secretary to Government of India



Annexure 1

Investment Thresholds and Financial Incentives for ESDM

S. Type \ Investment Threshold | Financial Incentives _"
No. (in Rs. Crores) i_ J
‘ Fab | Assembly, | Manufa- | SEZ Non-SEZ \
‘ Testing, cturing | ‘
‘ ‘ Marking & | ‘
‘ Packaging | |
(ATMP) | \
1. | Electronic - - 10 | 20% of 25% of Capex + ‘
‘ Products : Capex Reimbursement of
including | Excise/CVD on
Nano- . capital equipment
i Electronic and | :
Telecom ;
Products as per '
Annexure 2 :
2. Intermediates 'i
2.1 | Nano Electronic | - - 200 i| 20% of 25% of Capex +
| Components | Capex Reimbursement of
' Excise/CVD on '
. | capital equipment
2.2 | Semiconductor | - - | 1000 | 20% of 25% of Capex +
Wafering i Capex + | Reimbursement of
| Reimburs | Excise/CVD on
' ement of | capital equipment
: Central + Reimbursement
| Taxes of Central Taxes
| and and Duties (See
Duties Note - 1)
‘ (See
| Note —1)
23 | Semiconductor Chips (See Note 2):
a) | Logic - 12000 | 500 l N.AA | 20% of 25% of Capex +
' Microprocessors, : | Capex + \ Reimbursement of




Microcontroiters,

| Reimburs Excise/CVD on

|
[

Digital Signa| | [' ementof | capitg equipment

| Processors (DSP)E ,' Central *+ Reimbursement |
& Application iI ( !!' Taxes and | of Central Taxes }'
Specific | ' .'I Duties and Duties (See |
Integrated } lll (See Note Note - 1)

| Cireuits (ASICS), | | |-1) |

[20% of
| Capex +
|

25% of Capex + |
Reimbursement of (
Excise/CVD on |||
 ement of capital equipment |

/ | Reimburs

| | Central + Reimbursement !(

|

and Duties (See i
Note - 1) /

| duties
| Iil (See Note

X ll! Taxes and / of Central Taxes

N.A | 20% of 25% of Capex + |
|

| Capex Reimbursement of /

Excise/CVD on
' capital equipment
25% of Capex +

Semiconductors Reimbursement of |

Excise/CVD on
capital equipment !

|

like Transistors‘

Diodes etc.

Power 25% of Capex +

Reimbursement of ||

Excise/CvD on |J
capital equipment ’

Semiconductors

(including
Diffusion) like
FETS,
MOSFETs,
SCRs, GTDs,
IGBTs etc.




2.4 | Solar Photovoltaics (SPV) (See Note - 3):
a) | Polysilicon Technology:
i) Polysilicon 650 N.A NA | 20% of 25% of Capex +
| Capex Reimbursement of
' Excise/CVD on
. capital equipment
ii) Ingots and/ or| 400 N.A N.A 20% of 25% of Capex +
wafers Capex Reimbursement of ]
Excise/CVD on
I capital equipment
iy | Cells or Cells & 100 | N.A N.A 20% of 25% of Capex +
Modules : Capex Reimbursement of
Excise/CVD on
capital equipment
(See Note - 3)
b) | Thin Film Technology
i) |Cells or Cells & 300 N.A NA | 20% of 25% of Capex +
. Modules .: Capex Reimbursement of
: : Excise/CVD on
i capital equipment
2.5 | Light Emitting 250 50 N.A | 20% of 25% of Capex +
Diodes (LED) | Capex Reimbursement of
Excise/CVD on
_ capital equipment
2.6 | Liquid Crystal Displays (LCD): |
a) | LCD Fabrication | 4000 | 250 N.A~ [20% of 25% of Capex +
| | Capex Reimbursement of .
| Excise/CVD on
i ' capital equipment
| +Reimbursement |
| of Central Taxes
r | and Duties (See
i Note - 1)
b) | LCD Glass 250 100 N.A | 20% of 25% of Capex +
Substrate ! Capex Reimbursement of |

Excise/CVD on




a)

Passive Components, Electro - Mechanical Co mponents, Mechanicals Parts and
Consumables & Accessories:

Passive N.A | N.A 5 || 20% of 25% of Capex +
Components |' | Capex Reimbursement of
such as I:' . Excise/CVD on
Resistors, .' | Capital equipment
Capacitors, |J |I

Inductors,
Thermistors etc.

Electromechanic 25% of Capex +
Reimbuy rsement of
, Excise/CVD on

capital equipment

al Components
and Mechanica] .
Parts such as '
Multilayer PCBs, i- ’
Transformers, | |
Coils, |' l'
Connectors, |
Switches, |

Ferrites, Micro
| |
Motors, Stepper J' |' /

Motors, Films f ||
etc. ||
| !
Consumables N.A N.A 1 20% of 25% of Capex +
|
and Accessories Capex Reimbursement of

such as Mobile
Phones ang IT
accessories -

Excise/CVD on ;
| ' capital equipment

Batteries,

Chargers etc.,
PCBs, Foils,
Tapes, Epoxy,
Cabinets etc.

25% of Capex +
Reimbu rsement of

—




Services ’ ! Excise/CVD on ——‘

(EMS) — (See capital equipment

‘ Note - 4)

Note - 1: Central Taxes and Duties mean Customs Duty, Service Tax, Excise
Duty, on actual from the date of commencement of production.

Note — 2: The types of fabs for which incentives are available for setting up of
Semiconductor Wafer Fabrication facilities (Fabs) will be decided based on
the outcome of investment being attracted by the Government to set up two
Fabs in a separate exercise.

Note — 3: Incentives for investments in additional Solar Photovoltaics shall be
decided based on the outcome of proposals received under the Special
Incentive package Scheme (SIPS) announced vide Notification No. 3 (1)/
2007 - IPHW (SIPS) dated 21 March 2007.

Note — 4: Electronic Manufacturing Services (EMS) would mean, units
engaged in providing services related to manufacture of sub-assemblies and
parts including integration services to the Original Equipment Manufacturers
(OEMs). However, EMS shall not encompass production of final products
under their own brand name.
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Annexure 2
=11€xure 2

-Eiectronics Products and
ure 1):

/ | Communication Equipment; Satellite Communication Equipment; IP based
| New generation seft-switches/routers including L2 ang L3 switches, data
lll networking equipment — Copper/optical — consumer and carrier grades, for |
/ }' public and private networks: Transport systems — DWDM, SDH, PON,

i

|

mechanica| chargers for handsets, '

- | Strategic eiee_trenics
e . » . . e
6. | Solar Photo Voltaic INcluding thin film, polysilicon etc. '
|

7. | Light Emitting Diodes (LEDs) |
%E‘\*‘—&%—w
8. li Liquid Crysta) Displays (LCDs)

9. i Avionics

\-————-—.—_______——__._\J



.' Tl;ldustrial Electronic products including measuring and contro|
equipment, €nergy meters ete.

Automotive Electronics like Anti-lock braking system Electronic Brake
| Distribution, Traction Control, etc.

|

: S RS

14. | Agri-electronics 1

16. ' Opto-electronics I|

17. ’ Bio-metric and identity devices/ RFID i
|
e

18. | Power supplies for ESDM products (
(B) | Intermediates: (SI'no. 2 of Annexure 1)

—— e e S
(7 / Nano-electronic components i
\x‘

2. | Semiconductor wafering ||
- | Semiconductor chips including logic, memory and analog =
. LAl Assembly, Testing,. Marking and Packaging of ESDM Units

. - ~ ______—-—_—____H—____L——————-_________ ==
' Chip components

. | Discrete Semiconductors like TranS|stors, Diodes

' Power semiconductors (including diffusion) like FETs, MOSFETs, SCRs, ’
' GTDs, IGBT etc.
—"\

9. | Consumables and Accessories such as Mobile Phones and IT

|| accessories - Batteries, Chargers etc ., PCBs, Foils, Tapes, Epoxy,

| Cabinets etc. |
10.  All Fabrication Manufacturi

|
for ESDM products |
e T

|| Note: Any intermediates not covered above shall be decided and |
| permitted under the scheme by the Competent Authority. |

ng facilities (Fabs)

C. |Electronics Manufacturing Services (EMS) (Sl no. 3 of An_rgxure 1) _7
‘ e e, ¢ e SRR

e v e v e vk e e ok ke e
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