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Formalization process of MSME Sector
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New definition 
2020
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MSME - Old definition 
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Type of Unit Manufacturing Service

P&M Equipment 

Micro 25 Lk 10 Lk

Small 5 Cr 2 Cr

Medium 10 Cr 5 Cr



New Definition of MSME – w.e.f - 1st July, 2020

CA.Marathe-CMRS

Manufacturers & 

service providers
MICRO SMALL MEDIUM

Investments in 

Plant & 

Machinery or 

Equipment

Upto Rs. 1 crore
Upto Rs. 10 

crores

Upto Rs. 50 

crores

Turnover
Upto Rs. 5 

crores

Upto Rs. 50 

crores

Upto Rs. 250 

crores



PSI 
for 

LSI and Special LSI



• MSMEs shall be construed as per their definition in the Micro, Small 
and Medium Enterprises Development Act, 2006. (MSMED Act, 2006) 
published vide GoI's extraordinary gazette dated 30th September, 
2006 

And  

• Units outside the definition of MSMEs published vide GoI's 
extraordinary gazette dated 30th September, 2006, with total Gross 
Fixed Capital Investment (FCI) upto Rs. 50 crores. *

Definitions 



Definitions.. 

• LSI – Industrial Units, having investment more than the Medium 
Manufacturing Enterprises as per MSMED Act OR upto FCI of Rs. 50 
crores (MSME for PSI) but less than the Mega Projects, satisfying the 
minimum threshold limits of Fixed Capital Investment (FCI) OR Direct 
Employment prescribed shall be classified as Large Scale Industries.

• Special LSI – For unit having eligible FCI more than Rs. 50 Crores & up to 
the minimum investment stipulated for qualifying as LSI unit, will 
essentially be LSI but will have separate dispensation for incentives.



Minimum threshold of FCI and Employment for LSI



Limit of incentives 



LSI – Additional Conditions 

• Large Scale projects based on employment criteria shall be required 
to maintain the “qualifying direct employment” (on the roll and in 
premises of the eligible Unit) throughout the year 

• 80% of such employees should be local persons. 

• If the employment criteria is not maintained in any month of the year 
for which Industrial Promotion Subsidy is claimed, then Industrial 
Promotion Subsidy shall not be admissible for such year.



LSI…

• Minimum Direct Employment so prescribed should be created within 
a period of two years from the date of commencement of 
commercial production.

• The investment in Captive Power Plant including captive solar power 
plant shall be considered for determining the qualifying criteria for 
eligibility as Large Scale Project. 

• Plant shall be located in the premises & 80% power consumed within.

• But investment in captive power plant will not be incentivized 
(However Investment in captive power plant will be limited to 20% of 
total project cost).



Incentives, terms and conditions

LSI + Spl LSI

 



1. Investment Period – 4 years

2. Effective Steps

- Land 

- Entity Registration

- Industrial Entrepreneur's Memorandum (IEM) along with a copy of 
its acknowledgement for the proposed location of the unit

 https://services.dpiit.gov.in/lms/iemServices 

https://services.dpiit.gov.in/lms/iemServices


3. Expansion 

 LSI – 10CR

 Spl LSI – 5CR

 incentive @ 80% and period 1 year (-) 

4. Implementing Agency - Directorate of Industries, GoM

5. Aggregate fiscal incentives provided by various departments or 
agencies of the State Government shall not exceed the basket of 
incentives (as percentage of FCI).



6. Additional incentive - Food processing, green energy, bio-fuel, Industry 
4.0 activity – will be eligible for 20% additional incentive and + 2 years of 
eligibility period.

7. Reduction - units applying for incentives and going into commercial 
production in the first year of policy period – eligible for full basket of 
eligible incentives.

In subsequent years - incentives will be reduced by 5% for each year of 
delay

[E.g. if the ceiling as per the basket is 40% and there is a delay of 1 year, 
the unit will be eligible for incentives of 35% of eligible FCI]

This reduction will not be applicable to industries in thrust sectors



8. Quantum 

Incentive Eligibility Quantum
IPS LSI 50 % of Gross SGST

Spl LSI
40% of NET SGST
(Units in A&B zones not elgible)

Ele duty (E) All new units 
C Zone onwards Eligible
A&B EOU, IT, BT

Stamp duty (E) New and Expansion
C onwards 100%
A&B
In public IT,BT 100%
In private IT,BT 75%
Large 50%



Yearly cap for the incentives

• Every year will be limited to the total quantum of incentives divided 
by the number of years

• Carry forward - the surplus differential between the actual sanctioned 
amount for a given year and the yearly disbursement limit can be 
carried forward. 

• Deficit differential will not be carried forward

[Eg - unit eligible for Rs. 100 cr, E. C. period 10 years, actual incentives shall not 
exceed Rs.10 cr in a given year even though the amount of total incentives 
sanctioned for that year is more than Rs. 10. The difference can be carried 
forward. If the sanctioned amount is less than Rs. 10cr, the deficit shall not be 
carried forward.]



• https://mhpsi.maharashtra.gov.in/

https://mhpsi.maharashtra.gov.in/


Application process
• Entity formation

• Land possession

• Project report

• Project appraisal

• Financial tieup 

• MPCB consent

• Building sanctioned 

• CA certificates 



PSI dashboard



MSME Champions – One stop redressal for MSMEs



Lets be solution providers

ThanQ ?

camarathe@cmrs.in

CA.Marathe-CMRS
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