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RBI1/2020-2021/26
FIDD.MSME & NFS.BC.No0.4/06.02.31/2020-21 August 21, 2020

The Chairman/Managing Director/Chief Executive Officer

All Commercial Banks
(including Small Finance Banks, Local Area Banks and Regional Rural Banks)

All Primary (Urban) Co-operative Banks/State Co-operative Banks
/ District Central Co-operative Banks

All-India Financial Institutions

All Non-Banking Financial Companies

Dear Sir/ Madam,

New Definition of Micro, Small and Medium Enterprises — clarifications

Please refer to the circular FIDD.MSME & NFS.BC.N0.3/06.02.31/2020-21 dated July 2, 2020

on ‘Credit flow to Micro, Small and Medium Enterprises Sector’.

2. Inview of the representations from IBA and banks regarding applicability of certain aspects
contained in the Gazette notification No. S.0. 2119(E) dated June 26, 2020 on new criteria for
classifying the enterprises as micro, small and medium enterprises, the Ministry of MSME, vide
their Office Memorandum (OM) No.2/1(5)/2019 — P & G/Policy (pt. IV) dated August 6, 2020 and
letter F.N0.5/2(2)/2020 - P & G/Policy dated August 13, 2020 has, inter alia, clarified the

following:

2.1 Classification of Enterprises as per new definition

/ (i) Classification / re-classification of MSMEs is the statutory responsibility of the Gol, Ministry of

MSME, as per the provisions of the MSMED Act, 2006.

(i) As per para 2 of the said Gazette notification all enterprises are required to register online

and obtain ‘Udyam Registration Certificate’. All lenders may, therefore, obtain ‘Udyam

Registration Certificate 'from the entrepreneurs.

2.2 Validity of EM Part Il and UAMs issued till June 30, 2020

(i) The existing Entrepreneurs Memorandum (EM) Part Il and Udyog Aadhaar Memorandum
(UAMs) of the MSMEs obtained till June 30, 2020 shall remain valid till March 31, 2021. Further,
all enterprises registered till June 30, 2020, shall file new registration in the Udyam Registration

Portal well before March 31, 2021.
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(ii) ‘Udyam Registration Certificate’ issued on self-declaration basis for enterprises exempted
/ from filing GSTR and / or ITR returns will be valid for the time being, upto March 31, 2021.

2.3 Value of Plant and Machinery or Equipment

The online form for Udyam Registration captures depreciated cost as on 31st March each year
of the relevant previous year. Therefore, the value of Plant and Machinery or Equipment for all
purposes of the Notification No. S.0. 2119(E) dated June 26, 2020 and for all the enterprises

\/éwall mean the Written Down Value (WDV) as at the end of the Financial Year as defined in the
Income Tax Act and not cost of acquisition or original price, which was applicable in the context

of the earlier classification criteria.

3. In view of the above, instructions contained in circular FIDD.MSME &
NFS.BC.No.10/06.02.31/2017-18 dated July 13, 2017 on ‘Investment in plant and machinery for
the purpose of classification as Micro, Small and Medium Enterprises — documents to be relied

upon’ are superseded.

4. Further, other instructions contained in circular FIDD.MSME & NFS.BC.No.3/06.02.31/2020-
21 dated July 2, 2020 remains the same.

Yours faithfully

(Sonali Sen Gupta)
Chief General Manager
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(i) T A W, T A A el A1 SR § A 5w w0 wuw ¥ afdw 99 & sfw
HEA THE FUE TIT F qfaw T8 §; T

(i) UET FeAw A, gt @4 A7 gl a1 Suewe § R g=e w0 w0 & afew a6 g
A T &Y | TET S T A ArAE T B

W, Y AT WA IAW & A AR gAT—

(1) #E =afRe ST gew, Y A7 TeAH IAW TG FA T 9T @A €, TSI F A 9T
ITH TIETHT 91 § AT I=rd TREdwor & o1y aree T g e gera,
FIRSIT, STHTOTTAT AT [ T ATATS FIA T FIS ATTLAHAT Tl gl
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HIYeE AN A
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8. AT T STera+ ST 10T § HHAT Tafd—

(1)

(5)
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I TRTELRLoT HEAT ATAT FIE S9H qaad] (ST 99 (o7 Arsaren i sfruadl Red %
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g & wefimh ar Sue § RfRue a1 aEde svear @9 # Igay aRadd qur
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g R u S TR F AR % o F 99y § S I T s Wt
araeas feoaoft % g wmer F GEfd wsT wRER F FAReE raar agew sgar SEnt
=T ¥ I ST ST S2F HF AT AT A AT I8 A T TEA FLA HT FGHL T&H

FIT AT ST F LT T AT § GUTLA FT THT STIaT G, Y AT TLqT ITH HAT
T I Tored oot yoTor o e e &t Rrwrfier & gamm
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MINISTRY OF MICRO, SMALL AND MEDIUM ENTERPRISES
NOTIFICATION
New Delhi, the 26th June, 2020

8.0. 211%(E).—In exercise of the powers conferred by sub-section (1) read with sub-section (9) of
section 7 and sub-section (2) read with sub-section (3) of section 8, of the Micro, Small and Medium
Enterprises Development Act, 2006, (27 of 2006), hereinafter referred to as the said Act, and in
supersession of the notifications of the Government of India in the Ministry of Micro, Small and Medium
Enterprises number S.0.1702 (E ), dated the 1* June, 2020, S.0. 2052 (Ea, dated the 30" June, 2017,
S.0.3322 (E ), dated the 1¥ November, 2013 and S.0.1722 (E ), dated the 5™ October, 2006, published in
the Gazette of India, Extraordinary, Part II, Section 3, Sub-Section (ii), except as respects things done or
omitted to be done before such supersession, the Central Government, after obtaining the recommendations
of the Advisory Committee in this behalf, hereby notifies certain criteria for classifying the enterprises as
micro, small and medium enterprises and specifies the form and procedure for filing the memorandum
(hereafter in this notification to be known as “Udyam Registration”), with effect from the 1* day of July,

2020, namely:--

1. Classification of enterprises.-An enterprise shall be classified as a micro, small or medium
enterprise on the basis of the following criteria, namely:--
1) a micro enterprise, where the investment in plant and machinery or equipment does not

exceed one crore rupees and turnover does not exceed five crore rupees;

(ii) a small enterprise, where the investment in plant and machinery or equipment does not
exceed ten crore rupees and turnover does not exceed fifty crore rupees; and

(iii)  a medium enterprise, where the investment in plant and machinery or equipment does not
exceed fifty crore rupees and turnover does not exceed two hundred and fifty crore rupees.

2. Becoming a micro, small or medium enterprise.--
(1 Any person who intends to establish a micro, small or medium enterprise may file Udyam

Registration online in the Udyam Registration portal, based on self-declaration with no
requirement to upload documents, papers, certificates or proof.

(2) On registration, an enterprise (referred to as “Udyam” in the Udyam Registration portal) will
be assigned a permanent identity number to be known as “Udyam Registration Number”.

3) An e-certificate, namely, “Udyam Registration Certificate” shall be issued on completion of
the registration process.

3. Composite criteria of investment and turnover for classification.--

(1) A composite criterion of investment and turnover shall apply for classification of an
enterprise as micro, small or medium.

2) If an enterprise crosses the ceiling limits specified for its present category in either of the two
criteria of investment or turnover, it will cease to exist in that category and be placed in the
next higher category but no enterprise shall be placed in the lower category unless it goes
below the ceiling limits specified for its present category in both the criteria of investment as
well as turnover.

3 All units with Goods and Services Tax Identification Number (GSTIN) listed against the
same Permanent Account Number (PAN) shall be collectively treated as one enterprise and
the turnover and investment figures for all of such entities shall be seen together and only the
aggregate values will be considered for deciding the category as micro, small or medium
enterprise.

4.  Calculation of investment in plant and machinery or equipment.--

) The calculation of investment in plant and machinery or equipment will be linked to the
Income Tax Return (ITR) of the previous years filed under the Income Tax Act, 1961.
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In case of a new enterprise, where no prior ITR is available, the investment will be based on
self-declaration of the promoter of the enterprisc and such relaxation shall end after the
31* March of the financial year in which it files its first ITR.

The expression “plant and machinery or equipment” of the enterprise, shall have the same
meaning as assigned to the plant and machinery in the Income Tax Rules, 1962 framed under
the Income Tax Act, 1961 and shall include all tangible assets (other than land and building,
furniture and fittings).

The purchase (invoice) value of a plant and machinery or equipment, whether purchased first

hand or second hand, shall be taken into account excluding Goods and Services Tax (GST),
on self-disclosure basis, if the enterprise is a new one without any ITR.

The cost of certain items specified in the Explanation I to sub-section (1) of section 7 of the
Act shall be excluded from the calculation of the amount of investment in plant and
machinery.

Calculation of turnover.--

(1
@)

(&)

Exports of goods or services or both, shall be excluded while calculating the turnover of any
enterprise whether micro, small or medium, for the purposes of classification.

Information as regards turnover and exports turnover for an enterprise shall be linked to the
Income Tax Act or the Central Goods and Services Act (CGST Act) and the GSTIN.

The turnover related figures of such enterprise which do not have PAN will be considered on
self-declaration basis for a period up to 31% March, 2021 and thereafter, PAN and GSTIN

shall be mandatory.

Registration process.—

M
2
)
“

)

(6

(M

(8)

The form for registration shall be as provided in the Udyam Registration portal.
There will be no fee for filing Udyam Registration.
Aadhaar number shall be required for Udyam Registration.

The Aadhaar number shall be of the proprietor in the case of a proprietorship firm, of the
managing partner in the case of a partnership firm and of a karta in the case of a Hindu
Undivided Family (HUF).

In case of a Company or a Limited Liability Partnership or a Cooperative Society or a
Society or a Trust, the organisation or its authorised signatory shall provide its GSTIN and
PAN along with its Aadhaar number.

In case an enterprise is duly registered as an Udyam with PAN, any deficiency of information
for previous years when it did not have PAN shall be filled up on self-declaration basis.

No enterprise shall file more than one Udyam Registration:

Provided that any number of activities including manufacturing or service or both may be
specified or added in one Udyam Registration.

Whoever intentionally misrepresents or attempts to suppress the self-declared facts and
figures appearing in the Udyam Registration or updation process shall be liable to such
penalty as specified under section 27 of the Act.

Registration of existing enterprises.---

(D

2

3)

All existing enterprises registered under EM—-Part-II or UAM shall register again on the
Udyam Registration portal on or after the 1% day of July, 2020.

All enterprises registered till 30™ June, 2020, shall be re-classified in accordance with this
notification.

The existing enterprises registered prior to 30" June, 2020, shall continue to be valid only for
a period up to the 31%day of March, 2021.
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(4)

An enterprise registered with any other organisation under the Ministry of Micro, Small and
Medium Enterprises shall register itself under Udyam Registration.

Updation of information and transition period in classification.--

(1

2
3)

4)

%

(6)

An enterprise having Udyam Registration Number shall update its information online in the
Udyam Registration portal, including the details of the ITR and the GST Return for the
previous financial year and such other additional information as may be required, on self-
declaration basis.

Failure to update the relevant information within the period specified in the online Udyam
Registration portal will render the enterprise liable for suspension of its status.

Based on the information furnished or gathered from Government’s sources including ITR or
GST return, the classification of the enterprise will be updated.

In case of graduation (from a lower to a higher category) or reverse-graduation (sliding down
to lower category) of an enterprise, a communication will be sent to the enterprise about the

change in the status.

In case of an upward change in terms of investment in plant and machinery or equipment or
turnover or both, and consequent re-classification, an enterprise will maintain its prevailing
status till expiry of one year from the close of the year of registration.

In case of reverse-graduation of an enterprise, whether as a result of re-classification or due to
actual changes in investment in plant and machinery or equipment or turnover or both, and
whether the enterprise is registered under the Act or not, the enterprise will continue in its
present category till the closure of the financial year and it will be given the benefit of the
changed status only with effect from 1% April of the financial year following the year in
which such change took place.

Facilitation and grievance redressal of enterprises.--

(D

@

3)

4)

The Champions Control Rooms functioning in various institutions and offices of the Ministry
of Micro, Small and Medium Enterprises including the Development Institutes (MSME-DI)
shall act as Single Window Systems for facilitating the registration process and further
handholding the micro, small and medium enterprises in all possible manner.

The District Industries Centres (DICs) will also act as Single Window facilitation Systems in
their Districts.

Any person who is not able to file the Udyam Registration for any reason including for lack
of Aadhaar number, may approach any of the above Single Window Systems for Udyam
Registration purposes with his Aadhaar enrolment identity slip or copy of Aadhaar enrolment
request or bank photo pass book or voter identity card or passport or driving licence and the
Single Window Systems will facilitate the process including getting an Aadhaar number and
thereafter in the further process of Udyam Registration.

In case of any discrepancy or complaint, the General Manager of the District Industries
Centre of the concerned District shall undertake an enquiry for verification of the details of
Udyam Registration submitted by the enterprise and thereafter forward the matter with
necessary remarks to the Director or Commissioner or Industry Secretary concerned of the
State Government who after issuing a notice to the enterprise and after giving an opportunity
to present its case and based on the findings, may amend the details or recommend to the
Ministry of Micro, Small or Medium Enterprises, Government of India, for cancellation of
the Udyam Registration Certificate.

[F. No. 21(5)/2019-P&G/Policy (Pt-IV)]
A. K. SHARMA, Secy.
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RESERVE BANK OF INDIA
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RBI/2020-2021/10
FIDD.MSME & NFS.BC.No.3/06.02.31/2020-21 July 2, 2020

The Chairman/ Managing Director/Chief Executive Officer

All Commercial Banks
(including Small Finance Banks, Local Area Banks and Regional Rural Banks)

All Primary (Urban) Co-operative Banks/State Co-operative Banks
/ District Central Co-operative Banks

All-India Financial Institutions

All Non-Banking Financial Companies

Dear Sir / Madam,

Credit flow to Micro, Small and Medium Enterprises Sector

Please refer to our circular RPCD.PLNFS.BC.N0.63/06.02.31/2006-07 dated April 4, 2007
containing definition of Micro, Small and Medium Enterprises as per Section 7 (1) of the Micro

Small and Medium Enterprises Development Act, 2006.

2. In this connection, we inform that Government of India (Gol), vide Gazette Notification S.0.
2119 (E) dated June 26, 2020, has notified new criteria for classifying the enterprises as Micro,
Small and Medium enterprises. The new criteria will come into effect from July 1, 2020. The details

are as under:

2.1 Classification of enterprises
An enterprise shall be classified as g Micro, Small or Medium enterprise on the basis of the
following criteria, namely:
(i) a micro enterprise, where the investment in plant and machinery or equipment does not
exceed one crore rupees and turnover does not exceed five crore rupees;
(if) a small enterprise, where the investment in plant and machinery or equipment does not
exceed ten crore rupees and turnover does not exceed fifty crore rupees; and
(iii) a medium enterprise, where the investment in plant and machinery or equipment does not
exceed fifty crore rupees and turnover does not exceed two hundred and fifty crore rupees

2.2 Composite criteria of investment and turnover for classification

(i) A composite criterion of investment and turnover shall apply for classification of an

enterprise as micro, small or medijum.

Rrftar wamdem s R R, w0 FrAterd, 104t w3, ¥ty wrfers v, srgte T g Wk, T =t 4, 10014, HFE -400001

Financial Inclusion & Development Dept., Central Office, 10th Floor, Central Office Building Shahid Bhagat Singh Marg, P.B.No.10014, Mumbai-1
&t Tel:022-22601000 ¥ 91-22-22621011/22610943/22610948 % -3t ; camincfidd@rbi.org.in
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(i) If an enterprise crosses the ceiling limits specified for its present category in either of the
two criteria of investment or turnover, it will cease to exist in that category and be placed
in the next higher category but no enterprise shall be placed in the lower category unless
it goes below the ceiling limits specified for its present category in both the criteria of

investment as well as turnover,

(iii) All units with Goods and Services Tax ldentification Number (GSTIN) listed against the
same Permanent Account Number (PAN) shall be collectively treated as one enterprise
and the turnover and investment figures for all of such entities shall be seen together and
only the aggregate values will be considered for deciding the category as micro, small or

medium enterprise.

Calculation of investment in plant and machinery or equipment

(i) The calculation of investment in plant and machinery or equipment will be linked to the
Income Tax Return (ITR) of the previous years filed under the Income Tax Act, 1961.

(i) In case of a new enterprise, where no prior ITR is available, the investment will be based
on self-declaration of the promoter of the enterprise and such relaxation shall end after

the 31st March of the financial year in which it files its first ITR.

(iii) The expression “plant and machinery or equipment” of the enterprise, shall have the same
meaning as assigned to the plant and machinery in the Income Tax Rules, 1962 framed
under the Income Tax Act, 1961 and shall include all tangible assets (other than land and

building, furniture and fittings).

(iv) The purchase (invoice) value of a plant and machinery or equipment, whether purchased
first hand or second hand, shall be taken into account excluding Goods and Services Tax

(GST), on self-disclosure basis, if the enterprise is a new one without any ITR.

(v) The cost of certain items specified in the Explanation | to sub-section (1) of section 7 of
the Act shall be excluded from the calculation of the amount of investment in plant and

machinery.

2.4 Calculation of turnover

(i) Exports of goods or services or both, shall be excluded while calculating the turnover of

any enterprise whether micro, small or medium, for the purposes of classification.



(ii) Information as regards turnover and exports turnover for an enterprise shall be linked to
the Income Tax Act or the Central Goods and Services Act (CGST Act) and the GSTIN.

(iii) The turnover related figures of such enterprise which do not have PAN will be considered
on self-declaration basis for a period up to 31st March, 2021 and thereafter, PAN and

GSTIN shall be mandatory.

2.5 In case of an upward change in terms of investment in plant and machinery or equipment
or turnover or both, and consequent re-classification, an enterprise will maintain its prevailing
status till expiry of one year from the close of the year of registration. In case of reverse-graduation
of an enterprise, whether as a result of re-classification or due to actual changes in investment in
plant and machinery or equipment or turnover or both, and whether the enterprise is registered
under the Act or not, the enterprise will continue in its present category till the closure of the
financial year and it will be given the benefit of the changed status only with effect from 1st April
of the financial year following the year in which such change took place. Other aspects relating to

registration of enterprises, grievance redressal, efc. are mentioned in the Gazette Notification
S.0. 2119 (E) dated June 26, 2020.

3. The above instructions supersedes our earlier guidelines dated April 4, 2007, except

paragraph 6 relating to delayed payment to micro and small enterprises.

4. We advise you to initiate necessary action for reclassification of enterprises as per the new
definition w.e.f July 1, 2020 and issue necessary instructions to your branches/controlling offices

in this regard, at the earliest.

Yours faithfully

(Sonali Sen Gupta)
Chief General Manager



