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26 December 2017 

Director  

Department of Industries & Commerce, 

Government of Haryana 

1st Floor, 30 Bays Building, 

Sector 17, Chandigarh 

 

Dear Sir/Madam, 

As part of our engagement for providing consulting services for ‘MSME Ecosystem 

Transformation in the State of Haryana’, we hereby submit the Draft Detailed Project Report 

(DPR) for setting up of Common Facility Centre (CFC) at fabrication cluster, Sirsa for your 

kind perusal. The deliverable has been prepared in accordance with our engagement 

agreement with Directorate of Industries, Govt. of Haryana dated 12 May 2017, and our 

procedures were limited to those described in that agreement.  

This Detailed Project Report is based on studies of and discussions with: 

► Directorate of Industries, Govt. of Haryana 

► MSME-DI, Karnal 

► DIC, Sirsa 

► Members of the SPV 

► Fabrication units located in and around Sirsa 

► Representatives of GAMA, Sirsa 

► Industry experts  

► Secondary research 

Our work has been limited in scope and time and we stress that more detailed procedures 

may reveal other issues not captured here. The procedures summarized in our Draft 

Detailed Project Report do not constitute an audit, a review or other form of assurance in 

accordance with any generally accepted auditing, review or other assurance standards, and 

accordingly we do not express any form of assurance. This draft Detailed Project Report is 

intended solely for the information and use of the Office of Director Industries-Haryana and 

is not intended to be used by anyone other than specified party.  

We appreciate the cooperation and assistance provided to us during the preparation of this 

report. If you have any questions, please contact the undersigned.  

Sincerely, 

 

 

Amar Shankar, Partner – Advisory Services 
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Disclaimer 

This Draft Detailed Project Report for development of Common Facility Centre (CFC) at 

Fabrication cluster, Sirsa has been prepared by Ernst & Young LLP (hereinafter referred to 

as ‘EY’ or ‘Ernst & Young’ or ‘Us’) and delivered to the ‘Office of Director of Industries & 

Commerce – Government of Haryana (O/o of DI-HR)’ (hereinafter referred to as ‘the Client’).  

The inferences and analyses made by EY in this report are based on information collated 

through primary research, secondary research, discussions with the client personnel and 

key stakeholders and our knowledge about the state mini cluster scheme and its objectives. 

EY has taken due care to validate the authenticity and correctness of the information from 

various sources, however, no representations or warranty, expressed or implied, is given by 

EY or any of its respective partners, officers, employees or agents as to the accuracy or 

completeness of the information, data or opinions provided to EY by third parties or 

secondary sources. 

Nothing contained herein, to the contrary and in no event shall EY be liable for any loss of 

profit or revenues and any direct, incidental or consequential damages incurred by the 

Client or any other user of this report. 

In case the report is to be made available or disclosed to any third party, this disclaimer 

along with all the limiting factors must be issued to the concerned party. The fact that EY 

assumes no liability whatsoever, if for the reason any party is led to incur any loss for acting 

upon this report, must be brought to the notice of the concerned party. 

© EY, 2017 
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Executive summary 
The Government of Haryana through the Department of Industries and Commerce intends 

to transform the MSME sector of the state and put it on a growth path. Several incentives 

have been offered under the state’s ambitious ‘Enterprise Promotion Policy (EPP) 2015’ to 

provide an impetus to growth of the MSME sector. Towards this, the state aims to 

strengthen the technology infrastructure as well as enhance productivity and 

competitiveness of various MSME clusters across the state by leveraging funding under the 

State Mini Cluster Scheme providing grant under its EPP 2015. 

In this context, this Detailed Project Report (DPR) has been prepared to seek grant-in-aid 

assistance under the State Mini Cluster Scheme to set up a state-of-the art Common Facility 

Centre (CFC) in Fabrication cluster at Sirsa District, Haryana. 

The fabrication industry is sub sector of engineering sector and its growth is very closely 

linked with the overall growth of the engineering sector. This sector is expected to grow in 

future and has a positive outlook owing to infrastructure development, favourable 

government   policies   and   new   investments   in   power   projects,   metals,   oil   &   gas,   

and petrochemicals industries. 

The global metal fabrication market was valued at US$16.35 bn in 2015 and is forecast to 

expand at a CAGR of 3.0% to reach US$21.38 by 2024. Europe was identified as the key 

metal fabrication market, holding approximately 1/4th of the global market share in 2015. 

Asia Pacific is one of the key regions holding a comparatively larger share in the global metal 

fabrication market in 2015 and is expected to dominate the market throughout the forecast 

period. China held the majority of the market share in Asia Pacific as well as globally and is 

projected to expand at a CAGR of 2.4% from 2016 to 2024. Furthermore, the growth of the 

industrial sector across Asia Pacific has positively influenced the expansion of the metal 

fabrication market in the past few years. 

In India, fabrication contributes significantly to the GDP in terms of fabrication intensive 

industries, auxiliary products, complementary goods, employment, and user industries. The 

engineering and fabrication industry is the largest out of all the industrial segments of India, 

accounting for about 3% of the country’s GDP and providing employment to more than 4 

million semi-skilled and skilled workers. 

 

The fabrication exports in India for the financial year 2014-2015 registered 14.6% growth. 

This was greatly attributed to demand growth in the UAE and US. Apart from these typical 

markets, markets in Central and European nations such as Poland gives a huge promise, 

With the development in the associated industries such as infrastructure, the industry is 

expected to hit over $150 billion by 2017. Further it is estimated that by the year 2020, 

India will be a $40 billion market for fabrication and engineering outsourcing services. 

There are about 200 fabrication units in Sirsa district, Haryana. These units are 

predominantly located in near Sirsa bus stand and vill. Kagdana with NH-9 as the nearest 

major national highway. The annual turnover of the cluster is between INR 4-5 Crore. These 

units manufacture domestic and agricuture implement products such as fabricated door, 



Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 Page 13 of 137 
 

grills, windows, balcony and stair grills, alluminium fabricated products, trolly for tractor, 

plough, blade, hoes,machetes, bars etc.  

The increasing costs of raw materials coupled with higher production costs is driving many 

micro players out of the market. The micro units do not have these high end machines and 

hence are unable to procure orders from MNCs. To add to their woes, the micro and small 

units are unable to produce quality products for the biggest market segment in the region. 

EY has prepared DSR and submitted to the industries department. The DSR was approved 

on 21st November 2017 and was granted permission to go ahead with preparation of 

Detailed Project Report (DRP) for the cluster. 

The proposed CFC will facilitate job work facility with modern machinery for various 

machining operations like cutting, bending, drilling, welding, machining etc. 

Such a common facility will both supplement and complement the activities of firms in the 

cluster, and there is no similar facility available in the district for use by cluster micro 

enterprises. The proposed common facilities will be utilized by the SPV members and will 

also be available to non-members units within and outside the cluster. The facility will 

provide a much needed infrastructural push to the cluster units and will enable them to 

become more competitive. A Special Purpose Vehicle (SPV) by the name and style of ‘Global 

Agriculture Manufacturing Association’  has been formed as society under section 9(1) of 

thr Haryana Registration and Regualtion of Societies Act, 2012. The proposed CFC will be 

implemented on public-private partnership basis through the SPV ‘Global Agriculture 

Manufacturing Association’ by availing support from Government of Haryana (under EPP 

2015). 

The total project cost for the CFC is estimated at Rs.134.17 lakhs. The cost of the project 

and proposed means of finances is tabulated below: 



Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 Page 14 of 137 
 

(Rs in Lakh) 

S. 
No. 

Particulars  
Total 

Project 
Cost  

Eligible 
Amount 
as per 

Guidelines  

Remarks  

          

1 Land  & Building       

  a. Land Value  18.56  Max 25% ofeligible  
project cost of  

INR 134.17 lakhs 
(L&B, P&M, Misc 
F.A.), subject to 
Land value being 

contributed by 
SPV 

  b. Land Development 0.00 27.65 

  c. Building & Other Civil Works 27.65   

  d. Building Value 0.00   

  Sub Total (A) 46.21 27.65 

       
2 Plant & Machinery     

Eligible 

  a. Indigeneous 58.14 58.14 

  b. Imports 0.00 0.00 

  c. Secondary Machines  17.56 17.56 

  Sub Total (B) 75.70 75.70 

        

3 Miscellenous fixed assets (C) 0.90 0.00 

Not eligible 

        

4 
Preliminary & Preoperative  

Expenses (D) 
2.31 0.00 

       

5 Contingency     

  a. Building @ 2% 0.55 0.00 

  b. Plant & Machinery @ 5% 3.78 0.00 

  Sub Total (E) 4.34 0.00 

       

6 Margin money for working capital     

  
 (Working capital required @ 75% 
C.U.) 4.71 

0.00 

  Sub Total (F) 4.71 0.00 

        

  Grand Total (A+B+C+D+E+F) 134.17 103.35   
 

The actual total project cost is estimated to be Rs. 134.17 lakhs. As indicated above, 

assistance to the project from the Govt. of Haryana is envisaged to the tune of Rs. 93.01 

lakhs. SPV contribution is to the tune of Rs. 41.15 lakhs (over 30%) of the total project cost. 

The means of financing are presented below:  

 

S. 
No. 

Source of 
finance  

Project cost upto INR 
200.00 lakhs (max 

eligible as per scheme) 
Project cost over INR 

200.00 lakhs 

Total 
Amount 
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Percentage 
Contribution  

Amount 
(INR in 
lakhs) 

Percentage 
Contribution  

Amount 
(INR in 
lakhs) 

(INR in 
lakhs) 

1 

Grant-in-aid 
under Mini 
Cluster Scheme 
(Govt. of 
Haryana) 

90 93.01 0 0 93.01 

2 
Contribution of 
SPV 

10 10.33 
100 30.82 41.15 

  Total 100 103.35 100 30.82 134.17 
 

The viability and sustainability of the project is evident from the project economics as well 

as the cooperative spirit and profile of the SPV. Some indicators of the viability are as 

follows: 

Project’s financial indicators  

S. No. Particulars  Estimates 

1 
BEP (cash BEP at initial operating capacity 
of 75%) 

55.03% 

2 Av. ROCE (PAT/CE) with Grant 29.87% 

3 Internal Rate of Return (IRR) 21.38% 

4 
Net Present Value (at a discount rate of 10 
per cent) - incorporating viability gap 
funding (grant) by GoH 

NPV is positive (Rs. 76.92 
lacs) at a conservative project 
life of 10 years 

5 Payback period 
5.55 years with Grant-in-aid 
assistance from GOH 

6 DSCR 
Not Applicable (non-availment 
of term loan in this project) 

 

As evident from the financials above, with viability gap funding under Mini Cluster Scheme 

of GoH, the project is highly viable and sustainable. The project is expected to generate 

surplus from the fourth year of operation.  
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1. Introduction 

1.1 Overview of the cluster 

 

There are about 200 fabrication units in Sirsa district, which are engaged in engineering 

related works such as production of grills for stairs for household, trolleys for tractors used 

in agriculture industries. This is a highly fragmented and labour intensive sector with micro 

and small-scale industries dependent on job work. About 10 units have come together and 

formed a Special Purpose Vehicle (SPV) to set up a Common Facility Centre (CFC) for 

addressing common problems of the cluster.  

  

1.2 About the State & District 

Haryana is 11th state in the country 

in terms of GSDP, with growth rate of 

around 6.5%. Haryana contributes to 

nearly 3.4% of the India’s GDP. With 

just 1.37% of the country’s 

geographical area and 1.97% of 

country’s total population, the state 

is counted among the top few states 

with the highest per capita income.  

The state economy is predominantly 

agriculture. 

The industry sector contributes about 

18% of the total GSDP of the state. 

Haryana is fast emerging as one of 

the most favoured investment destinations in India. The globalization of markets and a 

resilient economy have given an incredible drive to the industrial sector in Haryana, which 

already has a competitive advantage in terms of strategic location, basic infrastructure and 

large number of skilled, educated and young workforce. Besides, the State has an investor-

friendly policy and regulatory environment. It is one of the leading states in terms of 

industrial production, especially passenger cars, mobile cranes, two-wheelers & tractors. It 

is the 2nd largest contributor of food grains to India’s central pool, accounts for more than 

60% of the export of basmati rice in the country, and is 3rd largest exporter of software. 

Sirsa is a city and municipal council in the Sirsa district of the Indian state of Haryana. It is 

a town in the westernmost region of the state, bordering Punjab and Rajasthan. Its history 

dates back to the time of the writing of the Mahabharata. At one time, the Sarasvati River 

flowed in this area. Sirsa district is the largest district of Haryana state, after the creation 

of charkhi dakhri out of the Bhiwani district. Sirsa is the district headquarters, and is located 

on National Highway 9 and 250 kilometres (160 mi) from the capital, Delhi. 

  

Figure 1: GSDP Composition 2015-16 

18.20%

30.60%

51.20%

Primary Sector Secondary Sector Tertiary Sector
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1.3 Industrial Scenario of Sirsa District 

Over the past few years, Haryana has emerged as one of the most progressive states of the 

country. The primary economy of this place depends on agriculture and wide array of MSE 

industries. The main source of economy of the district is agriculture owing to which it has 

gained the popular name “Cotton Belt of Haryana”. The district follows two crops system 

i.e., crops such as bajra, paddy and cotton are sown in kharif season whereas corps such as 

barley wheat and gram are grown in rabi season. 

The industries in the district are engaged in the manufacturing of various items such as seed 

processing, wrapping papers, milk chilling, rice shelling, chemicals, iron and steel 

fabrication, agriculture implements, leather goods, hard and straw board etc.  

Udyog Kunj which is an industrial area developed by the HSIIDC is located at Village Bhaudin 

on the national highway and is about 15 Km from Sirsa. The land has been offered free of 

cost by the gram panchayat.  The State Government has decided to give incentive to the 

units coming up in the Udyog Kunj as applicable under the rural industrialization 

programme. 

 

1.4 Geographical Traits 

The state of Haryana was formed on 01 November 1966. It is situated in the northwest of 

India with the capital of Chandigarh as a Union Territory. The state is surrounded by Delhi, 

Rajasthan, & Uttar Pradesh with around 30% of the total area of the state falling under 

National Capital Region (NCR).  The state stands 21st in terms of its area.  According to the 

Census of India 2011, the state is 18th largest by the population. Over the last 5 decades 

since its formation in 1966, Haryana has transformed and matured into a diversified 

economy with a thriving secondary and tertiary sector. Although Haryana has an area 

covering just 1.3 per cent of the country, Haryana contributes nearly 3.63 per cent to 

India's GSDP. During 2004-16, the state’s GSDP grew at a compound annual growth rate 

(CAGR) of 12.12 per cent. 

 

1.5 Demographic Trends and Economic Structure 

According to the 2011 census, Sirsa district has a population of 1,295,189.  and is ranked 

378th in India  in terms of size (out of a total of 640).  

The district has a population density of 303 inhabitants per square kilometre (780/sq mi). 

As of the 2011 census, its population growth rate over the decade 2001-2011 was 

15.99%, with a sex ratio of 897 females for every 1000 males and a literacy rate of 

68.82%. In 2011, Sirsa had population of 1,634,445 of which male and female were 

866,672 and 767,773 respectively. In 2001 census, Sirsa had a population of 1,425,022 

of which males were 758,253 and remaining 666,769 were females. There was a change 

of 14.7%  in the population compared to population as per 2001. In the previous census of 

India 2001, Sirsa District recorded increase of 22.49 % to its population compared to 

1991.  
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2. Sector Overview 
 

Metal fabrication also known as fabrication is process of building metal structures by 

cutting, bending, and assembling processes. It is a value added process that involves the 

creation of machines, parts, and structures from various raw materials. Large fabrication 

shops, which are limited in number, will employ a multitude of value added processes in one 

plant or facility including welding, cutting, forming and machining. These large fabrication 

shops offer additional value to their customers by limiting the need for purchasing personnel 

to locate multiple vendors for different services.  

Metal fabrication jobs usually start with shop drawings including precise measurements, 

then move to the fabrication stage and finally to the installation of the final project.. Typical 

projects include loose parts, structural frames for buildings and heavy equipment, and stairs 

and hand railings etc for buildings. The common process involved in fabrication are: 

• Cutting: Done by sawing, shearing, or chiselling (all with manual and powered 

variants); torching with hand-held torches (such as oxy-fuel torches)  

• Bending: Done by hammering (manual or powered) or via press brakes and similar 

tools.  

• Assembling (joining of the pieces): Done by welding, binding with adhesives, riveting, 

threaded fasteners, or even more bending in the form of a crimped seam. Structural 

steel and sheet metal are the usual starting materials for fabrication, along with the 

welding wire, flux, and fasteners that will join the cut pieces. 

 

As with other manufacturing processes, both human labour and machines are commonly 

used. Shops that specialize in this type of metal work are called fabrication shops. The end 

products of other common types of metalworking, such as machining, metal stamping, 

forging, and casting, may be similar in shape and function, but those processes are not 

classified as fabrication. 

 

Fabrication applies to the processes like cutting, shaping and assembling components made 

from raw materials (sheet metal and rolled) by using various mechanical processes such as 

welding, soldering, brazing, forming, pressing, bending and stress removal. Welding is a 

major process input in most fabrication jobs. 

The fabrication sector forms a sub segment of the engineering industry and is one of the 

smallest in terms of turnover. However it is closely linked with the overall growth of the 

engineering sector, = infrastructure development, favourable government   policies   and   

new   investments   in   power   projects,   metals,   oil   &   gas,   and petrochemicals industries.  

The demand for fabrication sector comes from the engineering sector, especially capital 

goods, the growth of fabrication industry largely depends on the overall industrial growth 

scenario. The fabrication industry mainly caters to sectors such as agriculture, 

transportation, packaging, consumer products, and construction. The major user industry 

for the fabrication sector is the general structural fabrication followed by the 

transportation, railway & shipping, machine building and construction including home, office 

and institutional furniture. The raw material for the fabrication  industry  is  easily  available  

in  India  except  for  special  steel  which  needs  to  be imported. Imported steel is cheaper 
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also than indigenously available steel. The fabricated metal products range from needle to 

ship, from spiral staircases to car bodies. The metal fabrication industry also varies greatly 

in the size, type, and distribution of facilities found across the nation. 

2.1 Global Scenario 

At the global level, the fabrication sector growth depends on the industrial and 

manufacturing growth and with enhanced export opportunities. Emerging trends like 

outsourcing of engineering services have also provided opportunities for growth with 

engineering and design services (such as new product designing, product improvement, 

maintenance, designing manufacturing systems) getting increasingly outsourced to Asian 

countries like India.  The global market for metal fabrication is fueled by continued 

investments in electric furnace and metals processing, the growing aluminium consumption, 

the reshoring of manufacturing practices in the automotive industry, recovery in non-

residential investments, and growing aerospace demand. The global metal fabrication 

market was valued at US$16.35 bn in 2015 and is forecasted to expand at a CAGR of 3.0% 

to reach US$21.38 by 20241.  

 

Europe was identified as the key metal fabrication market, holding approximately 1/4th of 

the global market share in 2015. The growing number of metal fabrication units in Europe 

is mainly attributed to the growing demand for metal fabricated products from the 

automotive and manufacturing sectors. In Europe, the industrial scenario is mainly adjudged 

by the overall growth in the manufacturing and automotive industries. Furthermore, 

favorable government regulations have strengthened the European metal fabrication 

market. Germany held the leading market share in the European region and is expected to 

witness rapid growth during the forecast period, expanding at a CAGR of 4.3%. 

 

Asia Pacific has been one of the key regions holding a comparatively larger share in the 

global metal fabrication market in 2015 and is expected to dominate the market throughout 

the forecast period. China held the majority of the market share in Asia Pacific as well as 

globally and is projected to expand at a CAGR of 2.4% from 2016 to 2024. The 

establishment of new metal fabrication plants in Japan, China, India, Singapore, and South 

Korea is mainly driven by the rise in construction activities, the growing number of iron and 

steel manufacturing units, and an overall rise in the number of manufacturing plants. 

Furthermore, the growth of the industrial sector across Asia Pacific has positively 

influenced the expansion of the metal fabrication market in the past few years. 

2.2 India Scenario 

In India, fabrication contributes significantly to the GDP in terms of fabrication intensive 

industries, auxiliary products, complementary goods, employment, and user industries.  

The engineering and fabrication industry is the largest out of all the industrial segments of 

India, accounting for about 3% of the country’s GDP and providing employment to more than 

4 million semi-skilled and skilled workers. 

                                                        
1 http://www.transparencymarketresearch.com/technology-market/  

http://www.transparencymarketresearch.com/technology-market/


Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 Page 22 of 137 
 

Additionally, the Department of Commerce set a US$125 billion target for engineering and 

fabrication exports for the 2013-2014 period and so far, much has been achieved and many 

more opportunities are showing off in the Indian fabrication sector. The capital goods and 

turnover in India is expected to hit US$125.4 billion by the year 2017. The fabrication 

exports in India for the financial year 2014-2015 registered at US$70.7 billion, which was 

a 14.6% growth. This was greatly attributed to demand growth in the UAE and US. Apart 

from these typical markets, markets in Central and European nations such as Poland gives 

a huge promise.  

Most of the exports in India for its fabrication and engineering goods were directed to 

Europe and US, which accounts for more than 60% of all the exports. Recently, the exports 

from India to South Korea and Japan are also on the increase, rising to about 60%. 

With the development in the associated industries such as infrastructure, the industry is 

expected to hit over US$150 billion by 2017. Further, it is estimated that by the year 2020, 

India will be a $40 billion market for fabrication and engineering outsourcing services. 

Much of the developments experienced in the fabrication industry have been accounted by 

the government’s positive initiative. On its 2014-2015 Union Budget, the government 

offered an investment allowance at a rate of 15% to manufacturing companies that invest 

over US$ 4.17 million within a year in machinery and new plants. Several steps have also 

been put in place to encourage companies to grow and perform even better. 

The growth experienced in the fabrication industry has also been attributed to the Indian 

government. The fabrication industry has a strategic importance to Indian economy owing 

it to the integration with other industrial segments. With the aim of improving the 

manufacturing sector, the Indian government has reduced excise duties on capital goods, 

factory gate tax, vehicles, and consumer durables. The government has also reduced basic 

custom duties from 10 to 5% on forged steel rings that are used in manufacturing bearings 

of electricity generators that are wind operated. 

 

2.3 Cluster Scenario 

Fabricated metal product industry carries a weight of 24.55 in the manufacturing sector IIP 

(index of industrial production). The index of this group increased from 237.8 in 2013-14 

to 270.5 in 2014-15 recorded a growth of 13.8 percent. Cylinder has recorded highest 

growth of 35.4 percent in this group followed by fasteners (excl, zip-fasteners) at 22.1 

percent growth. The index of fabricated products, others has declined by 32.2 percent 

followed by nuts, bolts, screw & washers, iron/steel 8.2 percent respectively.2 The sector 

employs around 120000 persons in Haryana3. 

 

 

 

                                                        
2 Annual Survey of Industries 
3 Statistical Abstract Haryana (2015-16) 
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Figure 2: Annual Index of Fabrication Production in Haryana 

 

 
 

The numbers of industries in this sector stand at more than 1293 units6 (as in 2014-15) 

with the number of unregistered fabrication units reaching up to 5000 to 15000. 

Primary need of setting up a fabrication unit is electricity and electricity distribution is not 

an issue in Haryana which has provided an impetus to establish fabrication units with small 

investment, and with low manpower requirement (as low as 2-3 person). This makes 

discerning the exact number of fabrication units in Haryana, challenging.  

                                                        
6 Statistical Abstract Haryana (2015-16) 

199.6 205.6
221.7 237.8

270.5

0

50

100

150

200

250

300

2010-11 2011-12 2012-13 2013-14 2014-15

Weight (in 1000 MT)

Source: Annual Survey of Industries 



Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 Page 24 of 137 
 

  

Diagnostic Study 
Findings 



Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 Page 25 of 137 
 

3. Diagnostic Study Findings 
 

The diagnostic study has undertaken in the cluster during September 2017 to map the 

existing business processes in the cluster, identify the gaps, and understand the 

requirements of the cluster. The diagnostic study report (DSR) was compiled with inputs 

from cluster members in close coordination with the DIC, Sirsa, The awareness level of the 

cluster units (on new fabrication technologies, cluster development initiatives, etc.) was 

found to be low. Additionally, it was observed that most of the cluster units deploy obsolete 

technologies and are unable to meet the requirements of the market due to lack of 

availability of  modern fabrication machines/equipment. The finishing of products is 

ordinary due to dependence on manual techniques and conventional machines.  

The DSR was presented to the Director, Directorate of Commerce and Industries, 

Government of Haryana at Chandigarh on 21st November 2017 and was subsequently 

approved and given permission to undertake the Detailed Project Report (DPR) which is 

provided in Annexure 1. The SPV was granted permission to go ahead with preparation of 

DPR for the cluster. The major findings of the DSR are presented below: 

3.1 Cluster Actors and their role 

Many support institutions and agencies such as industry associations, government agencies, 

academic/R&D institutes, financial institutions, BDS providers etc. situated within and 

outside the cluster play a key role in developing the cluster as well in complementing 

initiatives of the cluster SPV. The key stakeholders of Fabrication Cluster, Sirsa are: 

A. Government Bodies 

► District Industries Centre (DIC), Sirsa  

DIC is the most important government stakeholder for the cluster. The office of DIC 

comes under the Dept. Of Industries and is headed by General Manager who is 

assisted functional managers and technical field officers. DIC promotes and routes 

subsidy to micro and small enterprises in the region. The Mini Custer Scheme under 

which the Fabrication units want to set up a CFC will also be implemented through 

the DIC office. The Sirsa DIC is actively promoting cluster development in the 

district and also helps the local units register under Unique Aadhar Memorandum 

(UAM). It would play a key role in formulation of the Fabrication units SPV. 

 

► MSME-Development Institute (MSME-DI), Karnal 

MSME-Development Institute, Karnal is a field office of the Development 

Commissioner (MSME), Ministry of MSME, New Delhi, which is an apex body for 

formulating, coordinating and monitoring the policies and programmes for 

promotion and development of MSMEs in the country. MSME-DI provides a wide 

range of extension / support services to the MSMEs in the state.  
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► Haryana State Infrastructure & Industrial Development Corporation (HSIIDC) 

HSIIDC is a major agency in the State to promote the setting up and promotion of 

small, medium and large scale industrial units. The Corporation also acts as a State-

level financial institution and provides long term loans for industrial projects. The 

important activities of the Corporation are: 

• Development of industrial areas/ estates 

• Helps entrepreneurs on matters such as securing registrations/ licences/ 

clearances from the statutory/other authorities. 

• Provision of term-loans 

 

B. Industry Associations 

► Global Agriculture Manufacturing Association (GAMA) 

This is newly formed association in Sirsa with the aim of development of micro and 

small units. Mission of GAMA is to advocate the growth and sustainability of Sirsa 

metal processing, forming, and fabricating industries. The vision of the association 

is to create sustainable and holistic development of the cluster by establishing state 

of the art common infrastructure facilities and increase competitiveness of units by 

reducing dependencies on external service providers by conducting cluster 

development initiatives, productivity improvements, networking, marketing, and 

upgrading skills of employees with support of BDS providers and public-private 

partnerships to enable them to grow in an increasingly volatile business 

environment. 

 

C. Educational Institutes 

► I.T.I. Sirsa 

I.T.I. Sirsa (Industrial Training Institute) is situated in 13 acre area at a distance of 

4.5 km. from Main Bus Stand and 3 km. from Railway Station of the Sirsa City. in 

the vicnity of Industrial Area & F-Block. I.T.I. is itself a bench mark place. This 

institute started functioning during the session 1963 under Directorate of 

Industrial Training Deptt. Vocational Education Haryana Chandigarh. 

The Courses are approved by Directorate General of Employment & Training & run 

under National Council Vocational Training (NCVT) Scheme and some courses are 

run under and  SCVT Scheme. NCVT stands for National Council Vocational 

Training and State Council Vocational Training (SCVT) stands for State Council 

Vocational Training. All admission seekers to NCVT approved various trades 

(Engineering / Non Engineering) are advised in their own interest that they should 

confirm and satisfy themselves before seeking admission in any trade that the 

trade in I.T.I. is affiliated to NCVT. 

. 

 

► Ch. Devi Lal State Institute of Engineering & Technology, Sirsa 

         Ch. Devi Lal State Institute of Engineering & Technology (CLDSIET), Sirsa has 

dedicated faculty for training the students in job learning opportunities through 
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live projects, research assignments, competitions, management games/ quizzes, 

industrial training, guest lectures, conferences and seminars. 

 

► Rajendra Polytechnic, Sirsa 

         Rajendra Polytechnic imparts theoretical and practical training to the 10th, 10+2 

(Science), ITI and Vocational standard students as per rules and regulations of 

Board of Technical Education Haryana Chandigarh. Presently this Polytechnic 

College is running five branches of diploma in engineering including Electronics 

&Communication Engineering, Civil Engineering, Mechanical Engineering, 

Computer Science Engineering and Electrical Engineering. 

 

► Jan Nayak Ch. Devi Lal Polytechnic, Sirsa 

Jan Nayak Choudhary Devi Lal Institute is ISO 9001:2008 certified. It was 

established for providing theoretical and practical training to the students after 

completion of 10th and 10+2 classes as per rules & regulations of Haryana State 

Board of Technical Education, Panchkula. 

 Presently Polytechnic is offering courses in diploma in engineering with branches 

such as Electronics & Communication Engineering, Mechanical Engineering, 

Computer Science Engineering and Electrical Engineering. 

 

► Govt. Polytechnic, Sirsa 

Govt. Polytechnic is situated in the west of the Sirsa City.  

At present the institution is offering diploma level courses in Agricultural 

Engineering, Civil Engineering, Computer Engineering, Electrical Engineering, 

Electronics & Communications, and Mechanical Engineering. 

In addition to the Regular Diploma courses, scheme of Community Development 

and a scheme for PCP’s (Physically challenged persons) are running in the institute 

with the Central Govt. aid. 

In Community Development scheme, Non formal courses are run in the rural areas 

for their upliftment. At present under this scheme, centres are providing skill 

development training in welding, Computer Application, Electrical Wiring and Motor 

Winding, Plumbing, Farm Machinery & Diesel Mechanic, Screen-Printing, Art & 

Craft, Cutting & Tailoring etc 

. 

 

D. Banks / FIs 

► State Bank of India, Sirsa 

State Bank of India is the lead bank of the Sirsa district and many local Fabrication 
units have a banking relationship with State Bank of India. 

     

E. Leading Manufacturers 

Some of the leading fabricators in the Sirsa are M/s Shankar Udhyog, M/s Lovely Udhyog, 

M/s Medaan Industries, M/s Jai Hanuman Industries, M/s Vishwakarma Fabricators etc.  

Figure 3: Key Cluster Actors 



Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 Page 28 of 137 
 

 

 

3.2 Cluster Turnover, Market and Employment 

The cumulative annual turnover of the fabrication cluster in Sirsa is estimated to be between 

INR 4 and 5 crores. However, there is an enormous potential of increasing the production 

of cluster units by reducing the outsourcing of activities by units. This would also result in 

enhanced turnover. With the help of proposed CFC, fabricators will get better facilities that 

will reflect in their improved and polished work. Recommendations around these have been 

provided in the DSR. 

The major products of the cluster can be divided into two sub categories i.e. agriculture 

implements and domestic fabricated products. Agriculture implements are plough, trolleys 

and tanker and spray drums etc. and domestic fabricated products are gate, grills, steel 

railing, aluminum fabrication etc. Due to use of obsolete technology, lack of quality, lower 

production capacity and poor quality of products, cluster units are unable to obtain and 

cater to bulk orders from large customers. This cluster has ability to increase its output and 

market share through manufacturing quality products at competitive prices.  

The proposed facility will be open to all cluster firms to enable them to get job work done in 

order to cater to the fabricated product requirements of the market. The proposed CFC will 

provide an opportunity to micro units to get job work done on modern machines and 

manufacture high quality products, thereby increasing their individual capacity utilization 

and profitability. The facility will provide a major infrastructural push to the units reeling 

under high competition and will enable the local fabricators to operate in better manner. 

The CFC will also lead to creation of several jobs for supervisors, machine operators and 
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unskilled workers like helpers both within the CFC and at an individual unit level due to 

enhanced capacity utilization. 

3.3 Production Process 

The units in the cluster are engaged in various activities across the value chain of fabrication 

process. From selection of raw materials, to the finished products, various engineering 

activities are involved in this process. Following are some common activities generally used 

for fabrication process. 

Fabrication Process 

i. Measurement and Marking: This evolves measurement of sheets, angles, channels etc 

as per drawing and specifications. An uncertainty represents the random and systemic 

errors of the measurement procedure; it indicates a confidence level in the 

measurement. Errors are evaluated by methodically repeating measurements and 

considering the accuracy and precision of the measuring instrument. 

ii. Cutting: Cutting has been at the core of manufacturing. Cutting is the separation of a 

physical object, into two or more portions, through the application of an acutely 

directed force. Cutting is usually being done after measuring and marking with manual 

cutter machine. Saws, chisels, gas cutters are used for cutting process. 

iii. Bending: This is required for making bend in pipes/rod to get desired shape. When 

bending is done, the residual stresses cause the material to spring back towards its 

original position, so the sheet must be over-bent to achieve the proper bend angle. The 

amount of spring back is dependent on the material, and the type of forming. 

iv. Welding: Welding is very important operation and one of the most important methods 

of jointing various metallic parts. Welding is the process, which needs to be done in 

expertise manner. 

v. Notching: Notching is a low-cost process, particularly for its low tooling costs with a 

small range of standard punches. Notching is done at various levels. Notching is a 

process, which cuts stock without the formation of chips or the use of burning or 

melting. Strictly speaking, if the cutting blades are straight the process is called 

shearing. The most commonly sheared materials are in the form of sheet metal or 

plates. 

vi. Machining: Machining is the broad term used to describe removal of material from a 

work-piece, it covers several processes, which we usually divide into the following 

categories: 

• Cutting, generally involving single-point or multipoint cutting tools, each with a 

clearly defined geometry. 

• Abrasive processes, such as grinding. 

• Non-traditional machining processes, utilizing electrical, chemical, and optimal 

sources of energy. 

Machining is a system consisting of the work product, the tool and the machine.  This 

involves various operations like mechanics & shear bending in machining, and heat in 

machining.  The traditional machining includes primers on turning, milling, drilling, and 

grinding. Some parts needs to be machine like turning, drilling, facing, milling etc. This 

process is done by lathe machine, drill machine, milling machine etc. 
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vii. Assembly: In this process, various parts are joined as per drawing and geometry by 

welding and with the use of fasteners. Various fastening and welding methods are used 

in assembly to mechanically attach two or more parts together. 

viii. Finishing: This involves cutting of extra material, inspection of each unit for defects, 

grinding of extra welding and ironing of the fabrications. Finishing processes are 

employed to improve appearance, adhesion, corrosion resistance, tarnish resistance, 

chemical resistance, wear resistance, hardness, modify electrical conductivity, remove 

burrs and other surface flaws, and control the surface friction. Some of these 

techniques can be used to restore original dimensions to salvage or repair an item. 

ix. Painting: Painting is done after assembly and finishing to make the product attractive 

and rust free and also to increase product life. 

x. Packaging: Fabricated products are packaged for dispatch. 

xi. Dispatch: Fabricated products are shipped to the buyers or distributors. 

 

Figure 4: Flow Chart of the Process 
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Value Chain Analysis 

The most complicated product produced at cluster is Hydraulic Trolley, which is an 

agriculture implement. The value chain analysis has been done to this product to ascertain 

the major cost areas and identify suitable interventions. The value chain analysis of 

fabrication of trolley is provided in table: 

Table 1: Fabricated Hydraulic Trolley 

Particulars Value Added 
Total Value 

(INR) 

%  of cost of 

production 

Channel (402 kg @Rs. 42)  16884 15.0% 

Angle (128 kg @ Rs. 42) 5376 22260 4.8% 

Angle (230 kg @ Rs. 40) 9200 31460 8.2% 

Flange (65 kg @ Rs. 41) 2665 34125 2.4% 

Base (350 kg @ Rs. 42) 14700 48825 13.1% 

Gray Plate (170 kg @ Rs. 63) 10710 59535 9.5% 

Plate (30 kg @Rs. 41) 1230 60765 1.1% 

Rod (sariya) (40 kg @ Rs. 40) 1600 62365 1.4% 

Hook (30 kg @ Rs. 55) 1650 64015 1.5% 

Rod (20 kg @ Rs. 41) 820 64835 0.7% 

Bush Plate (35 kg @ Rs. 55) 1925 66760 1.7% 

Misc (40kg @ Rs. 40) 1600 68360 1.4% 

Axle 10000 78360 8.9% 

Rim 6000 84360 5.3% 

Hydraulic Pump 6000 90360 5.3% 

Tyres 15000 105360 13.3% 

MS Rod 2500 107860 2.2% 
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Particulars Value Added 
Total Value 

(INR) 

%  of cost of 

production 

Power (Electricity) 2000 109860 1.8% 

Welding Rod 2500 112360 2.2% 

Paint  2000 114360 1.8% 

Scrap -2000 112360 -1.8% 

Labour Cost (for cutting, welding, 

assembly etc.) 
18000 130360 

13.8% 

Total Production Cost    130360 

Profit Margin (9.3%)   12140 

Selling price   142500 

 

The value chain analysis has been prepared based on the stakeholder consultation. It can 

be observed that the raw materials amount to 51% of total cost of production. Hardware 

and other components accounts for 28% of the cost. The industry is labor intensive, with 

labor costs accounting for approximately 14% of total production cost of a trolley. The 

competitiveness of the cluster units can be increase by targeting the major cost area of 

machinery and providing common facilities to the units in order to undertake fabrication at 

a lower cost. 
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3.4 Strengths, Weaknesses, Opportunities and Threats (SWOT) Analysis 

A SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis of the MSME fabrication units in the cluster is carried out keeping in 

mind the technology, marketing, product quality, skills, inputs, innovation, business environment and energy/environment compliance of the 

units. The SWOT analysis provided in table 2:  

Table 2: SWOT analysis of the cluster 

Area 
Current situation Future 

Strengths Weaknesses Opportunities Threats 

Market ► Steady local demand for 
cluster products 

► Cluster located nearby 
Sirsa bus stand, which is 
well connected 

► Cluster located in the 
proximity of Delhi which 
is a major supply hub 

► Presence of a large 
number of buying houses 
in the region 

► Limited market area 
► Lack of exposure 
► Units are unable to price 

their fabrications 
competitively due to high 
cost of automatic latest 
machine 

► Rising income levels and 
increasing urbanisation 
are driving growth of the 
domestic market 

► Potential to price 
products competitively 
with acquisition of 
technology. 

► Intense competition from 
other markets   

Technology
/ Product 
Quality 

► Practical know how and 
conventional tricks. 
  

► Lack of modern 
technology  

► Lack of awareness 
► Using outdated 

machineries 
► Lack of technical know 

how 
► No sophisticated testing 

facility 
► Using of Conventional 

operational methods.  

► Setting up of  CFC 
modern equipment  

► Increased use of CAD to 
develop designing 
capabilities 

► Exposure to better 
fabrication cluster like 
Faridabad engineering 
cluster.  

► Increase in cost of 
production 

► Increase in awareness of 
people on quality 
certifications shall lead to 
losing out to business / 
requirement for more 
stringent testing 
procedures 

► Competition from 
vendors manufacturing 
products at lower costs  
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Area 
Current situation Future 

Strengths Weaknesses Opportunities Threats 

► Faster technology 
obsolescence. 

Skill/Manpo
wer 

► Skills acquired on-the-job 
► Presence of technical 

institutes such as I.T.I. 
and Polytechnic colleges. 

► High labour costs 
► Lack of interaction 

between SMEs and 
technical institutes for 
providing technical 
training 

► No mechanism to 
mobilize regional youth 
for training in the sector.  

► Customized training 
programs on required 
skills (operations, soft 
skills etc.) 

► Engage technical 
institutes for skill 
development programs 

► Increased cost of labour 
in China provides 
opportunity for Indian 
industry. 

► Youth interested to work 
in other lucrative sectors 

► Working conditions 
discourage youth to come 
in this business.  

Inputs ► Availability of raw 
materials from  local 
dealers  

► Buyers sometimes 
specify dealers from 
whom they want 
materials. 

► No web portal displaying 
prices and sources of raw 
materials 

► Challenge in getting 
quality in raw material.  

► Potential to develop a 
portal displaying 
information (price, 
suppliers) of raw 
materials. 

► Cost of power is on 
higher side, which leads 
to higher cost of 
production. 

Innovation ► Ability to Fabricate as per 
the customers’ 
specifications 

► Some units create their 
own designs and sell 
these. 

► Lack of a standardised 
ERP solution for 
Fabrication  industry 

► Low investment in 
development of designs 

► Lack of process 
automation. 

► Development of a 
standard IT based ERP 
solution 

► Structured processes for 
information sharing 
among MSMEs in the 
cluster. 

► Could lose business to 
other more price 
competitive 
manufacturers from 
neighbouring states.  

Business 
Environment 

► Steady growth in 
domestic demand 

► Lack of knowledge of 
regulatory frameworks 

► Establish CFC with latest 
technologies 

► Change in policies and 
regulatory environment 
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Area 
Current situation Future 

Strengths Weaknesses Opportunities Threats 

► Cluster well known in 
local area. 

► Eger to be benefitted 
from Govt schemes.  

and government schemes 
among micro level 
Fabrication units 

► Limited to local area. 
► High cost of industrial 

land in the cluster 
► Lack of common 

infrastructure/CFC 
facilities  

► No long term vision of 
industrialists. 

► Create better awareness 
of government schemes 
and regulations 

► Increase in rate of raw 
material. 

Energy/Envir
onment 

► No such operation, which 
highly harm the 
environment except 
welding. 

► Lack of knowledge of 
energy efficiency 
resulting in higher energy 
consumption  

► High energy cost 
structure because of lack 
of efficient processes. 

► Regular checks on 
maintaining quality and 
safety standards 

► Potential to reduce 
energy costs by energy 
auditing. 

► Increase in power tariff 
► Increased focus on 

environment standards 
► Change in govt. policies. 
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3.5 Major Issues / Problem Areas of the Cluster 

The key cluster related problems identified are below: 

► Absence of Modern Machinery: The major problem of the cluster is lack of modern 

machinery. The fabricators are using conventional machines, methods for 

fabrication, which are too old, and needs to be upgraded. Those machineries are 

outdated and cannot match the quality and standard of modern age. The machines 

are slow and consume time and energy. 

► Lack of Technical Awareness: The fabricators of the cluster are not technically 

sound. They learnt the fabrication process from those who has gain knowledge from 

practice of years. That lead to worthy practical knowledge but still they are away 

from theoretical know how of the operation. That results in lack of innovation, higher 

time consumption, higher product cost and less profitability. 

► Lack of Space:  Units are very small. They cannot stock bulk quantity of raw material 

in their place. Therefore, they cannot purchase raw material in bulk to save money. 

► Marketing: 80-90% market for the cluster is within Sirsa and neighbouring districts 

and some in Rajasthan. Therefore, there is scope for expansion of the market. They 

have to increase their capacity and capability in terms of technology, buying power, 

manufacturing etc. to meet the customer’s expectations. 

► Technology: Sirsa fabrication industries are dominated by low technology and very 

rare technological innovation. However, in recent years, the demand of automatic 

and semi-automatic fabrication production systems are rising. This made them to 

look for modernisation and adaptation of latest machine and technology. 

► Lack of skilled manpower: Lack of skilled manpower is responsible for wastage of 

raw material, higher production time, low accuracy and low productivity results  

► Business Development Service Providers (BDSP): Units are located in backward 

district with no awareness of schemes and incentives of the Government. Energy 

audit, lean etc. are the activities that can be done for development of cluster to save 

money, providing better working atmosphere and safer working conditions. 

  

Due to lack of these facilities, the units face higher costs, thereby reducing their 

competitiveness, especially compared to other competitive areas. This results in loss of 

market share.  

3.6 Key technologies missing 

The technological gaps on various fronts that the CFC proposes to target, along with scope 

and illustration of major facilities is provided in table 3. 

Table 3: Rationale for hard interventions 

Rationale for proposed hard interventions under CFC mode  
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Critical technology gaps in the cluster Proposed technology interventions to 

enhance cluster's competitiveness through 

CFC mode 

Cutting Facility 

There are some intricate shapes, which 

need to be done, and at present, cutting of 

raw material is done manually which do not 

have precision & accuracy. Further, 

consistency is a big challenge and also 

resulting lower productivity and higher 

product costs. 

Fully automated high quality, high precision 

cutting machines (i.e. plasma cutting machine) 

are required for achieving accuracy, quality 

and consistency along with productivity, which 

increase quality of the product and decrease 

raw material wastage. 

Welding Facility 

By manual welding, It is difficult to obtain 

high quality weld without any welding 

defects. Manual Welding leads to less 

productivity, delayed deliveries and loss of 

business. 

This problem can be sorted out by installing 

highly productive welding machines. 

Consistency and controlled quality and 

finishing are the highlights of these 

machines. If required, they can be 

customized according to job work. 

Bending Facility 

Fabricators are using conventional manual 

methods for bending & pressing operation. 

It is very difficult to achieve accuracy by 

these manual techniques. These methods 

are highly time consuming & laborious too, 

which put negative effect on operations 

and product. The cluster members have to 

outsource this service in case of complex 

design or larger work.  

Installation of CNC Bending machines, with 

higher accuracy & less operational time are 

required to increase the productivity. The 

products, which are specially fabricated in 

cluster, are generally full of intricate designs 

and are done as per drawing. Therefore, this 

facility is much needed in the cluster. 

Machining Facility 

Currently the fabrication units proceed 

with manual machining methods or using 

out-dated lathe/milling machines. This is 

an extra burden on fabricators as those 

machines are slow and it is very difficult to 

get precision work out from them. Further, 

maintenance of those old machines is also 

time consuming. Likewise, modern 

machines, those machines cannot handle 

multiple operations at a time, which leads 

to slower process, and higher production 

time.    

Installation of modern machine provides 

better usage of raw material, shorter 

production time and multiple operations at a 

time. These machines require low 

maintenance and offers lower production 

time. For example, 3-jaw chuck lathe bring 

better results than the 4-jaw chuck lathe 

because alignment of the job would be better 

in 3-jaw chuck lathe. 
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Drilling Facility 

Drilling is one of the important operation 

of fabrication and basic operation for 

fitment. Therefore, it is very necessary to 

make drill hole accurately and as per 

drawing. Alignment of the final product 

directly depends on it. Currently, 

fabricators of cluster are using manual drill 

machines. These machines are for thin 

surface and alignment depends upon 

experience of fabricator. Therefore, there 

are vast chances of inaccurate drilling of 

holes. 

Fabrication work is heavily dependent on 

drilling as it is integrated part of assembly 

and fitment. Drilling machines are used to 

make holes in relatively small work-pieces in 

individual and small-lot production; they are 

also used in maintenance shops. The tool, 

such as a drill, countersink, or reamer, is 

fastened on a vertical spindle, and the work-

piece is secured on the table of the machine. 

The axes of the tool and the hole to be drilled 

are aligned by moving the work-piece. 
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4. Diagnostic Study Recommendations 
 

Based upon the diagnostic study report and subsequent discussions with various cluster 

stakeholders and members of Sirsa fabrication cluster during formulation of this Detailed 

Project Report (DPR), hard interventions are being proposed to enhance the 

competitiveness of the cluster units. These have to be undertaken with government support 

to ensure the survival and growth of the fabrication units in Sirsa.  

Cluster enterprises have also been undertaking several soft interventions (before, during 

and after the DSR) on their own and have been active in enhancing their awareness and 

exposure. The units have conducted several awareness programs and trainings in 

collaboration with DIC, Sirsa and BDS providers. They have also conducted exposure visits 

to other developed clusters, visited various places for acquiring knowledge and 

understanding of new technologies and machineries and facilitated UAM registrations. 

4.1 Soft Interventions Recommended and Action Taken 

1. Capacity Building and Awareness Generation: One of the primary 

recommendations for soft interventions was to build the capacities of cluster units 

and generate awareness among stakeholders regarding cluster development 

(collective approach to address their issues) and benefits available to them in the 

form of cluster. In this regard, the cluster units had organized a series of workshops, 

the details of which are provided below: 

 

► Member Meetings: Cooperation and trust building among members is foremost 

condition for smooth functioning of the cluster and SPV. A meeting was 

organized by cluster members during the month of August 2017 in Sirsa to 

enhance cooperation among member units and to obtain inputs for the DSR. 

Members of the cluster were informed about the registration of company for the 

cluster and identification of land for the CFC. Members of the cluster raised their 

concerns during the meeting that were resolved by other members of the 

cluster.  

► Awareness Programme on Mini Cluster 

Scheme: A programme for awareness of 

SPV members of fabrication cluster Sirsa 

on mini cluster scheme was conducted on 

August 2017. EY team members 

highlighted the main points of the scheme, 

informed the cluster member about what 

benefits they can avail from the scheme, 

and explained their role in case if they 

apply for scheme. 

 

► UAM registration campaign: Many of the cluster members, who did not have 

UAM (Udhyog Aadhar Memorandum), got their unit registered under UAM. That 
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task was done voluntary by Infomind Technical and Educational Society, Sirsa. 

They have not only supported cluster members in online filling of UAM but also 

informed them about benefits of UAM. 

 

 

2. Exposure Visits and Participation in Trade Fairs: In order to enhance the exposure 

of cluster units on new and emerging technologies in the fabrication cluster, a 

number of exposure visits were recommended. The aim was to gather technical 

knowledge and expertise required for developing the cluster. Additionally, 

recommendations for participation in trade fairs and exhibitions were made to 

cluster units to promote their products as well as witness innovative products being 

brought out in the market. The following actions were taken in this regard:  

 

► Exposure Visit to Ludhiana: SPV 

members visited Ludhiana to identify 

essential machineries for CFC. 

Ludhiana produce machines with very 

competitive prices. During the 

Ludhiana visit, beside the prices, SPV 

members gained knowledge of latest 

machineries and technologies which 

would be beneficial for proposed CFC. 

 

► Exposure visit to Batala: SPV 

members visited the machinery 

manufacturer M/s Rajindra Machinery 

Makers, Batala on 4th September, 

2017. The main agenda of the visit was 

to identify the most suitable lathe 

machine for proposed CFC. The 

members also shared their experience 

with the machinery suppliers. The 

machinery suppliers showed them variety of machines, which would be use full to 

them as per their need. 

 

► Exposure Visit to NCR: SPV members are planning to visit NCR region in January 

2018 to get sensitized on new trends and technological up-gradation for fabrication 

operations and also they will try to tap new marketing possibilities to expand their 

market. 

 

 

4.2 Hard Interventions (Machines / Technology in the proposed CFC) 

The fabrication units in the Sirsa need technological support to enhance their 

competitiveness and ensure their survival. Those units are reeling under bitter competition 



Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 Page 42 of 137 
 

and low margins. They require modern high capacity automatic machines and other related 

equipment to get their job work done and reduce their production costs.  

The following common infrastructural facilities are being proposed for the CFC, with support 

from the state industry department. 

► Lathe Machine: Lathe machine is 

a machine tool that is used to remove 

metals from a work-piece to give a desired 

shape and size. In other words, it is 

a machine that is used to hold the work-

piece to perform various metal removing 

operations such as turning, grooving, 

chamfering, knurling, facing, forming etc. 

 

 

► Bending Machine: Bending machine is a forming 

machine tool, which used to bend work product 

in desired shape. It is very useful in fabrication 

process especially for curved design. 

 

 

 

 

► Drill Machine: Fabrication work is heavily depends 

on drilling as it is integrated part of assembly and 

fitment. Drilling machines are used to make holes 

in relatively small work-pieces in individual and 

small-lot production; they are also used in 

maintenance shops. The tool, such as a drill, 

countersink, or reamer, is fastened on a vertical 

spindle, and the work-piece is secured on the table 

of the machine. The axes of the tool and the hole 

to be drilled are aligned by moving the work-piece. 

 

 

 

► Sheet Cutting Machine: Sheet cutting is one of the 

most widely applied sheet metal forming 

operations. The sheet cutting mechanics is aimed 

at obtaining two kinds of information important 

for industrial applications. The first one is the 

spring-back prediction for die design and shape 

control. The second is an estimation of the bend 

force for selection of press capacity, strength 

analysis and design of dies. 
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► Cut off Machine: An abrasive saw, also known as a cut-

off saw or chop saw, is a power tool, which is typically 

used to cut hard materials, such as metals, tile, and 

concrete. An abrasive disc, similar to a thin grinding 

wheel, performs the cutting action. 

 

 

 

 

 

 

► Plasma Cutting Machine: Plasma cutting is a process that cuts through electrically 

conductive materials by means of an accelerated jet of hot plasma. Typical materials 

cut with a plasma torch include steel, Stainless steel, 

aluminum, brass and copper, although other conductive 

metals may be cut as well. Plasma cutting is often used in 

fabrication shops, automotive repair and restoration, 

industrial construction, and salvage and scrapping 

operations. Plasma cutting is an effective way of cutting thin 

and thick materials alike. Hand-held torches can usually cut 

up to 38 mm (1.5 in) thick steel plate, and stronger 

computer-controlled torches can cut steel up to 150 mm (6 in) thick. Since plasma 

cutters produce a very hot and much localized "cone" to cut with, they are extremely 

useful for cutting sheet metal in curved or angled shapes. 

 

 

 

► Arc Welding Machine: The welding equipment is 

relatively simple, portable, and inexpensive as compared 

to other arc welding processes. For this reason, shield 

metal arc welding (SMAW) is often used for maintenance, 

repair, and field construction. However, the gas shield in 

SMAW is not clean enough for reactive metals such as 

aluminum and titanium. The deposition rate is limited by 

the fact that the electrode covering tends to over-heat 

and fall off when excessively high welding currents are 

used. The limited length of the electrode (about 35 cm) requires electrode changing, 

and this further reduces the overall production rate. 

 

► Power Press: A power press is a very useful machine used in 

mass production mainly from cold working of ductile materials 

such as mild steel. Normally a power press has a rotating 

flywheel, which acts like a storehouse of energy and is used to 

operate the ram, which provides the necessary impact to the 
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work piece. With the use of power press, various applications are applied like 

bending, curling, piercing, deep drawing etc. Automation makes the power press 

faster, which is the main requirement of production industry now a day to save 

money and time. 

 

 

► Angle Grinder: Angle grinders may be used for 

removing excess material from a piece. There 

are many kinds of discs that are used for various 

materials and tasks such as cut-off discs 

(diamond blade), abrasive grinding discs, 

grinding stones, sanding discs, wire brush wheels 

and polishing pads. The angle grinder has large 

bearings to counter side forces generated during cutting, unlike a power drill, where 

the force is axial. Angle grinders are widely used in metalworking and construction, 

as well as in emergency rescues. They are commonly found in workshops, service 

garages and auto body repair shops. 

 

► Sheet Bending Machine: Metals need to be casted into different shapes and sizes for 

various applications in different industries. They are normally very hard and 

therefore could not be bent or shaped easily. For 

bending and shaping of metals, a special category of 

unit is used called sheet bending or metal bending 

machines. Sheet bending machine is mainly used to 

deform or shape metals into desired shapes and sizes. 

The metal is subjected to higher stress causing it to 

deform because of disturbance in its yield and tensile 

strengths. 

 

 

4.2.1 Expected Outcome after Intervention 

The project will be beneficial for fabrication units in the cluster as a whole. The setting up 

of the CFC is expected to generate the following benefits for the cluster units:  

► Enhanced value addition for cluster products  

► Significant reduction in cost of production and higher capacity utilization by each 

unit  

► Higher degree of competitiveness of cluster enterprises 

► Scope for the cluster to target new market segments by developing new and 

improved products  

► The requirements of SPV members are adequate to utilize the capacity of the CFC. 

Nevertheless all cluster firms shall be encouraged to use the facility. Many micro unit 

entrepreneurs who could not afford to significantly contribute by way of necessary 
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investment to the equity base of the project have also been accommodated even 

with low equity contribution. 

► The CFC will generate more job opportunities at both the cluster and individual unit 

level due to enhanced capacity utilization. 

► The CFC is also expected to enhance the levels of cooperation and joint-action 

amongst cluster stakeholders and SPV members to cooperate in other areas such as 

joint marketing initiatives, common raw material procurement and so on. 

It will also complement the efforts of state government in promoting clusters in the 

state and serve as a model for upgrading micro enterprise clusters. 
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5. SPV for Project Implementation 
 
The micro units at fabrication cluster, Sirsa came together to form a Special Purpose Vehicle 

(SPV) as an association under section 9(1) of the Haryana registration and regulation of 

societies act, 2012. The SPV is named as ‘Global Agriculture Manufacturing Association’ 

with registration number HR1101817. The SPV was registered on 19th September 2017. 

The certificate of registration along with Memorandum of Association (MoA) and Articles of 

Association (AoA) and PAN Card of the SPV are provided in Annexure – 2. The society has 

an authorized and  paid up capital of Rs. 40 thousand, which shall be enhanced in the near 

future. The members are micro-sized firms (registered units) involved in fabrication related 

activities, predominately based in Kagdana area of Sirsa.  

DIC, Sirsa and state government both played an important role in SPV formation by cluster 

stakeholders. The SPV includes 10 members who are subscribing to the necessary 

contribution of the company. The SPV shall be open for new members to join and for the 

existing members to leave while maintaining a minimum member base of at least 10 at all 

times. The proposed CFC will be implemented on public-private partnership basis through 

SPV ‘Global Agriculture Manufacturing  Association’ by availing support from Government 

of Haryana (under EPP 2015) state mini cluster scheme. 

Cluster members have been autonomously undertaking several soft interventions to 

enhance knowledge and exposure of the cluster units on new trends in fabrication industry 

and enhancing productivity of their units as mentioned in the previous sections. These 

include exposure to cluster development initiatives in other clusters, exposure visits to fairs, 

registration under UAM and awareness programs on new trends in fabrication industry, 

SOPs, design interventions and new technologies. These programs were conducted in 

collaboration with DIC and BDS providers, Infomind Social and Educational Society and so 

on.  

The SPV has conducted a series of stakeholder consultations (with various members, DIC, 

Sirsa and EY experts) during finalization of project components, selection of technologies 

and development of Detailed Project Report. The SPV has been instrumental in spreading 

awareness about the cluster development under state mini-cluster scheme in Sirsa and has 

also helped in validation of findings and recommendations. It has kept the state government 

and the DIC Sirsa engaged during the entire period of development of DSR and DPR. 

5.1 Shareholder profile and Shareholding mix 

List of SPV office bearers: The SPV has three office bearers. The details of the office 

bearers are furnished in the table 5. Other than these bearers, the SPV will have provision 

of having one nominee each from the state government. The SPV is homogeneous in nature 

due to similar products and activities performed by the cluster units.  

 

 

Table 4: List of SPV office bearers 
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S. No. Office bearer  
Name 

Name of the unit Unit address 

1  Rajender Singh Dwarkadheesh 
Welding 
workshop 

Vill Kagdana, Distt. Sirsa 

2  Mange Ram Shree Balaji 
Welding 
Workshop 

Vill Kagdana, Distt.  Sirsa 

3  Vinod Kumar Mahadev Steel 
Works 

Vill Kagdana, Distt.  Sirsa 

 

The lead promoters/ shareholders have several years of successful experience in production 

of fabricated products and are well versed with the benefits of cluster development 

initiatives. These units are financially viable in nature.  

Members of the SPV have been engaged in production of fabricated products in Sirsa for 

several years. Directors/members have been in close interactions with technical experts, 

government institutions and machinery suppliers. Post the DSR validation, the DIC Sirsa also 

acknowledged the genuineness and enthusiasm of the SPV members to undertake project 

initiatives under state mini cluster scheme as well as verified the existence of the SPV 

members. The verified list is provided in Annexure 3.  

The SPV was formed with the objective of taking up cluster level activity in a joint and 

coordinated manner, wherein all units have equal say. The shareholding pattern of members 

of the registered SPV includes the contribution from every member of SPV and no individual 

shareholder holds more than 10% stake in the capital of the society. Details of SPV members 

along with their contact persons, unit details, UAM numbers and products manufactured are 

provided in table7.  
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Table 5: Details of SPV Members of Fabrication Cluster, Sirsa 

S.N. Contact Person Company Name Contact No. Address of Unit UAM No Products 

1 Vinod Kumar 
Mahadev Steel Work 
Shop 

946770427
3 

Anaj Mandi Kagdana, 
Sirsa 

HR17A000060
7 

Trunk Stand, Cooler Stand, 
Welding &Repairing  

2 Pawan Kumar 
Annapurna welding 
Work Shop 

941644060
1 

Bhadra Road 
Kagdana, Sirsa 

HR17A000110
4 

Doorframes, Windows, 
Welding & Repairing 

3 Rajender Singh 
Dawarkadheesh 
Welding Work Shop 

981307461
7 

Chaharwala Road, 
Bus Stand Kagdana, 
Sirsa 

HR17A000110
5 

Steel Gate, Stair Case, 
Railing & Repairing 

4 Mange Ram 
Shree BalaJi Welding 
Work Shop 

941649013
8 

Sirsa Road Bus Stand 
Kagdana, Sirsa 

HR17A000110
0 

Iron Gate, Windows, Welding 
&Repairing 

5 Sujaudeen 
Hakamdeen Welding 
Repairing 

999625940
0 

Jasania Road 
Kagdana, Sirsa 

HR17A000110
2 

Steel gate, Stair Case, 
Railing & Kharaad, Repairing  

6 Hanuman 
Limba Welding Work 
Shop 

941692219
1 

Sirsa Road Bus Stand 
Kagdana, Sirsa 

HR17A000109
9 

Iron Gate, Grill, Window , 
Agriculture Equipment 
Production & Repairing 

7 Sanjeev Kumar 
Ridhi Sidhi Iron & 
Welding Work Shop 

905010108
0 

Kumharia Road 
Kagdana, Sirsa 

HR17A000110
3 

Doorframe, Window, 
Welding & Repairing 

8 Shokeen 
Khan Welding& 
Repairing Work Shop 

941648557
4 

Jasania Road 
Kagdana, Sirsa 

HR17D000127
3 

Shed, Agriculture, Welding 
& Repairing  

9 Rajesh Kumar 
Shree Ganesh Steel 
Works 

941604989
7 

Bhadra Road 
Kagdana, Sirsa 

HR17A000110
1 

Doorframe, Gate, Grill, 
Welding Repairing 

10 Mai Lal Dudhwal 
Fatehabad walon ki 
MashurDukan 

941604989
7 

Bhadra Road 
Kagdana, Sirsa 

HR17A000120
6 

Spray Drum, Tractor 
Trolley, Water Tanker, 
Agriculture Equipment  etc 
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5.2 Initiatives undertaken by the SPV 

 
As mentioned in detail in section 4.1 (Soft interventions recommended and action taken), 

the SPV members have proactively undertaken many capacity building initiatives to 

promote the cooperation among cluster units and enhance knowledge and exposure of the 

units. These initiatives have been undertaken in collaboration with DIC, EY, Infomind Social 

and Educational Society etc. The major initiatives are:  

► Pursuing initiatives in close coordination with DIC, Sirsa to facilitate understanding of 

cluster development, common procurement, marketing, available government 

support, latest technology for common facility etc.  

► Exposure visit to Punjab/NCR to understand the latest available technology and 

machinery related to fabrication. This would help them to adopt latest methods and 

machinery for fabrication and made them more competitive in market. 

► Conducting various programs for capacity building, awareness generation and 

technological advancement in the cluster as well as participation in similar programs 

organized by stakeholders.  

► Identification of land for construction of CFC and collective acquisition of land in the 

name of SPV.   

 

5.3 SPV Roles and Responsibilities 

The SPV will play an important guiding role in the overall management and operations of 

the CFC. It will provide direction to the management of the CFC and will monitor usage and 

performance of the CFC. The SPV will constantly report to the state government about the 

performance of the CFC. The major roles and responsibilities that are envisaged to be 

performed by the SPV post the submission of this DPR are mentioned below:  

► Coordinating with the state industry department for DPR approvals in the SLSC  

► Accompanying EY experts to various meetings at the state government departments  

► Execution of land registration in SPV name  

► Garnering the SPV project contribution from the members  

► Formation of purchase committees for procurement of goods and services  

► Establishing, operating and maintaining all common facilities as mentioned in the 

DPR  

► Obtain any statutory approvals/clearances from various government departments  

► Recruit appropriate professionals to ensure smooth execution of the CFC  

► Collection of user charges from members and other users of the facilities as per the 

decided rates so as to meet the recurring expenses and future expansions of the CFC. 

While various estimates on user charges / service fee are presented in this DPR, all 

decisions including usage priority of facilities by members will be made based on 

decision by members of SPV.  

► Preparation and submission of progress reports to state industry department  
 

The Memorandum and by-laws of the Cluster SPV indicates the democratic process in terms 

of decision-making based on votes. All members of SPV will meet once every 



Draft Detailed Project Report of Fabrication Cluster, Sirsa 

 

 Page 51 of 137 
 

fortnight/month to discuss/resolve operational issues. The management of the CFC will be 

a two-tier structure for smooth and uninterrupted functioning. The executive body i.e. 

Board of Directors (BoD) will include office bearers elected/nominated from time to time, 

including one nominee of State Government (DIC). They will also remain present during 

meetings. 

While various estimates on user charges/service fees are presented in this DPR, all decisions 

including usage priority of facilities by members will be made by unanimous decision of the 

members. The CFC will seek direction and guidance from the SPV BoD, and the day-to-day 

administration will be taken care of by the management that shall be appointed by the SPV 

BoD. Their role is detailed below:  

1. Board of Directors: The BoD will be the main governing body and will oversee the 

operations of the CFC. They will have the decision-making power in terms of fixing user fees 

(for members and non-members) and usage of reserves etc. for future expansion. The 

Chairman will oversee the entire operations; each Director will be entrusted with specific 

responsibility like marketing, technical, finance, public relations etc. based on their interests 

and experience. 

2. Managerial, Technical and Administrative staff: A competent and qualified professional 

with a background in the fabrication industry will be appointed as the Chief Executive Officer 

(CEO), who will look after day-to-day operations of the CFC and shall be directly reporting 

to the Board of Directors. Each facility (cutting, bending, welding, assembling, etc.) will have 

its own expert staff (supervisors, operations and helpers) as per the requirement. The 

details of manpower and other requirements are already mentioned in the DPR in the Project 

Economics section. There shall be provisions for administrative staff such as accounts 

personnel, marketing professional, etc. to ensure effective functioning of the CFC. The 

proposed organizational structure of the CFC is given in figure7: 

Figure 5: Organisational Structure of Proposed CFC 
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6.   Project Economics 
 

6.1 Project Cost 

The actual total cost of setting up a CFC Fabrication Cluster, Sirsa is estimated at Rs. 

134.17 Lakhs.  

The total cost estimation includes the following project components:  

1. Land  

2. Building and civil works  

3. Machinery and equipment  

4. Miscellaneous fixed assets  

5. Preliminary & Pre-operative expenses  

6. Contingency  

7. Margin money for working capital  

 

The detail of each project component is provided below:  

6.1.1 Land and Building 

Land 

The proposed CFC would require space for construction of building for housing plant and 

machinery and provision for stocking material. In line with the space requirements of the 

proposed facilities in the CFC and the FAR norms, it is estimated that a plot of about 5445 

sq ft would be required.  

The SPV has identified a plot of land at village Kagdana, 30 kms away from Sirsa city. The 

site is an agriculture land having a NOC, valid CLU, and provision for power is also available. 

The land is strategically located with only 20 kms away from the major existing industrial 

estate in Sirsa.  

The SPV has identified a plot of 5445 sq ft. that shall be purchased by the SPV completely 

at their expense. As per the Haryana Urban Development Authority (HUDA) Erection of 

Buildings Regulations, 1979, the maximum permissible coverage on ground  is 60% of area 

of an industrial site. This shall allow an area of 3267 sq. ft. for CFC construction on the 

ground floor. 

The SPV is undertaking registration of land. The document highlighting this and establishing 

the proof for availability of land is provided in Annexure 4. The value for the land is 

estimated to be Rs. 18.56 Lakhs. The SPV members shall entirely provide the amount 

required to purchase land as their contribution towards the project cost. 
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Building 

The built up area of the facility will comprise of a single storied building (mainly RCC 

considering the nature of products). Indicative building layout plan is provided in Annexure 

5 . The total cost of construction of the building is estimated to be Rs. 27.65 Lakhs including 

electrification & plumbing. The certified building estimate is provided in Annexure 6.  

Total cost of land and building for the proposed CFC is estimated at 46.21 Lakh. However, 

guidelines for mini cluster scheme specifies that cost of land and building cannot exceed 

25% of project cost of max  INR 200 lakh. As per the estimates total project cost of INR 

134.17 Lakh, the total amount of combined cost of land and building which can be 

considered is INR 27.65 Lakh. Table 7 highlights the actual estimated amount and capped 

as per scheme amount for land & building. 

Table 6: Requirement in terms of land and building 

Particulars  Actual Amount 

 (INR in Lakhs)  

Amount considered 
as per Scheme 
guidelines (In Lakh) 

Land (5445 sq ft) 18.56 27.65 

Building (single storied building)  27.65  

Total 46.21 27.65 

 

6.1.2 Plant and Machinery 

As detailed in section 4.2 (Hard interventions) a number of modern automatic and high 

capacity machines for cutting, welding, machining, grinding etc. have been recommended 

to enable cluster units enhance their competitiveness. The machines have been categorized 

as primary and secondary. The machines that shall be used primarily for job work have been 

categorized as primary, whereas, the auxiliary/supporting machines have been categorized 

as secondary machines. The major facilities proposed at the CFC are cutting, drilling, 

welding and machining. The total cost of plant and machinery including secondary 

machinery has been estimated at Rs. 75.70 lakhs and contingency works out to Rs. 4.34 

Lakhs.  

The details of the proposed machinery items are presented in the table 8. The detailed 

specifications and quotations of the machines are provided in Annexure 7. The SPV has 

sourced quotations for machinery from suppliers based on the manufacturer’s reputation, 

service support, price and quality. However, an open online tendering system shall be 

followed for procurement of these machines during project execution. 

Table 7: List of Proposed Plant & Machinery 

S. 
No. 

Machine Name  
Quantit

y  
Grand 
Total 

Supplier Options 

Primary Machinery 

Cutting Facility 
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1 Cut off Machine 1 0.47 
Sharda Sales Pvt. Ltd., 
Ludhiana 

2 Sheet Cutter Machine 1 0.67 
Baba Hydraulics, 
Ludhiana 

3 Plasma Cutting Machine 1 20.10 Bharay Steels, Ludhiana 

4 Multi Cutter Machine 1 1.26 
Baba Hydraulics, 
Ludhiana 

Drilling Facility  

5 Drill Machine (5/8"Geared) 1 0.21 
Sharda Sales Pvt. Ltd., 
Ludhiana 

6 Drill Machine (1" 8 Speed Graded) 1 0.67 
Sharda Sales Pvt. Ltd., 
Ludhiana 

Welding Facility  

7 Arc Welding Machine (450 watt) 1 1.30 
Roop Electric Works, 
Ludhiana 

8 Arc Welding Machine (350 watt) 1 1.00 
Roop Electric Works, 
Ludhiana 

9 Arc Welding Machine (150 watt) 1 0.33 
Roop Electric Works, 
Ludhiana 

Machining Facility 

10 
Lathe Machine (L 6', W 13", H 
11", S H 2.5/8") 5 HP 

1 2.66 
Rajindra Machinery 
Makers, Batala 

11 Power Press 100 Mt 1 8.85 
Rattan International, 
Ludhiana 

12 Power Press 200 Mt 1 17.11 
Rattan International, 
Ludhiana 

13 Angle Grinder  1 0.12 Sharda Sales Pvt Ltd 

14 Sheet Bending Machine 1 2.66 
Baba Hydraulics, 
Ludhiana 

15 Pipe Bending Machine 1 0.73 
Baba Hydraulics, 
Ludhiana 

Secondary Machinery 

1 DG Set (62.5 KVA) 1 5.57 
Bhaskar India 
(Kirloskar), Noida 

2 Air Compressor 1 0.78 
Sharda Sales Pvt. Ltd., 
Ludhiana 

3 Bending Die 1 0.83 
Rattan International, 
Ludhiana 

4 3 Die Set 1 1.77 
Rattan International, 
Ludhiana 

5 4 Die Set 1 2.12 
Rattan International, 
Ludhiana 

6 4 Slot Jali Notching Die 1 1.24 
Rattan International, 
Ludhiana 

7 3 Slot Jali Notching Die 1 1.00 
Rattan International, 
Ludhiana 

8 6 Slot Jali Notching Die 1 2.07 
Rattan International, 
Ludhiana 

9 Transformer 1 1.18 Govt Supply 

10 Computer 1 0.41 Dell 
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11 UPS 1 0.59 Microtech 
 

6.1.3 Miscellaneous Fixed Assets 

The CFC would also require fixed assets such as furniture, fixtures, firefighting equipment, 

first-aid equipment etc. for smooth running of operations. The total estimated capital 

expenditure for purchase of miscellaneous fixed assets is estimated to be Rs. 2.00 Lakhs. 

Details are provided in the table 9. 

Table 8: Miscellaneous Fixed Assets 

Miscellaneous fixed assets Particulars  Amount (INR in Lakhs)  

Office items and allied items, furniture, fixtures, firefighting 
equipment and back-up power supply etc.  

2.00 

Total 2.00 

 

6.1.4 Preliminary and Pre-operative Expenses 

Another major component of the project cost is the preliminary and pre-operative expenses. 

The preliminary expenses are envisaged as expenses incurred for registration of SPV, legal 

and administrative expenses, detailed civil engineering drawings with estimates, tendering 

forms, and tendering cost etc. 

Pre-operative expenses include expenses for electricity connection charges, administrative 

establishment, travelling, bank charges, stationery, telephone, overhead expenses during 

construction and machinery testing period such as salaries, machine testing cost, bank 

charges, travelling etc. The total expenditure for preliminary and pre-operative expenses is 

estimated at Rs. 2.31 Lakhs (details provided in the table 10). 

Table 9: Preliminary and Pre-Operative Expenses 

S. No. Particulars Amount Rs. in lakhs 

1 Society Registration 0.10 

2 Architect Fee 0.07 

3 Tender forms & tendering cost 1.00 

4 Project Report Preparation (DSR & DPR) Nil 

5 Project Management Charges Nil 

6 Travelling Cost 0.25 

7 Machine testing cost 0.20 

8 

One time electricity connection charges for 1 kW 

connection @Rs.2200(security + service charge etc.) 

per kWh  

 

0.69 
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Total 2.31 

 

6.1.5 Provision for Contingencies 

Contingencies estimated @2% on building and civil works amounting to Rs. 0.55 lakh. and 

on plant and machinery @ 5% amounting to Rs. 3.78 lakh has been included in the project 

cost. 

6.1.6 Margin Money for Working Capital 

The total working capital requirement during the first year of operation at 80% capacity 

utilization is estimated at Rs.16.71 lakh with margin money requirement of Rs. 4.71 lakh 

(more than 25% of working capital requirement as margin). The working capital requirement 

has been calculated based on requirement of one month of operational expenses and the 

calculation has been provided in the subsequent section. 

 

6.1.7 Summary Project Cost 

A summary of total estimated project cost as per actual and as per mini cluster scheme is 

presented in the table 11. 

Table 10: Total Project Cost 

    (Rs in Lakh) 

S. 
No. 

Particulars  
Total 

Project 
Cost  

Eligible 
Amount 
as per 

Guidelines  

Remarks  

          

1 Land  & Building       

  a. Land Value  18.56  Max 25% ofeligible  
project cost of  

INR 134.17 lakhs 
(L&B, P&M, Misc 
F.A.), subject to 
Land value being 

contributed by 
SPV 

  b. Land Development 0.00 27.65 

  c. Building & Other Civil Works 27.65   

  d. Building Value 0.00   

  Sub Total (A) 46.21 27.65 

       
2 Plant & Machinery     

Eligible 

  a. Indigenous 58.14 58.14 

  b. Imports 0.00 0.00 

  c. Secondary Machines  17.56 17.56 

  Sub Total (B) 75.70 75.70 

        

3 Miscellaneous fixed assets (C) 0.90 0.00 

Not eligible         

4 
Preliminary & Preoperative  

Expenses (D) 
2.31 0.00 
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5 Contingency     

  a. Building @ 2% 0.55 0.00 

  b. Plant & Machinery @ 5% 3.78 0.00 

  Sub Total (E) 4.34 0.00 

       

6 Margin money for working capital     

  
 (Working capital required @ 75% 
C.U.) 4.71 

0.00 

  Sub Total (F) 4.71 0.00 

        

  Grand Total (A+B+C+D+E+F) 134.17 103.35   

6.2 Means of Finance 

The project will be financed from two sources: equity from SPV, and grant-in-aid from Govt. 

of Haryana (under state mini cluster scheme, EPP2015).Working capital loan will be secured 

from State Bank of India. The assistance to the project from Govt. of Haryana under state 

mini cluster scheme is envisaged to the tune of 90% of max project cost of 200 lakhs. The 

SPV will be required to contribute 10% of project cost for project cost up to Rs. 200 lakh. 

Accordingly, the SPV members have proposed to contribute 41.15 lakh and GoH aid will be 

Rs. 93.01 lakh.   

Table 11: Means of Finance 

S. No. Source of finance  

Project cost upto INR 
200.00 lakhs (max 

eligible as per scheme) 
Project cost over INR 

200.00 lakhs 
Total 

Amount 
(INR in 
lakhs) 

Percentage 
Contribution  

Amount 
(INR in 
lakhs) 

Percentage 
Contribution  

Amount 
(INR in 
lakhs) 

1 

Grant-in-aid under 
Mini Cluster 
Scheme (Govt. of 
Haryana) 

90 93.02 0 0 93.02 

2 Contribution of SPV 10 10.33 100 30.82 41.15 

  Total 100 103.35 100 30.82 134.17 

 

6.2.1 Share Capital 

The contribution of the SPV members will be by way of subscription to shares in the SPV 

registered as a Society. The extent of contribution would be Rs. 41.15 lakh contributed by 

the cluster SPV.  The contribution of each member should not be more than 10%. 
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6.2.2 Grant-in-Aid 

Grant-in-aid of Rs. 93.01 lakh is expected from the Government of Haryana. The amount 

received by the way of grant under state mini cluster scheme will be utilized towards 

construction of building and for procurement of plant and machinery for the project. 

 

6.3 Expenditure Estimates 

In this section, a detailed estimate of expenditure of the CFC has been given on eight-hour 

single shift operation basis. This has been estimated based upon extensive inputs by the 

cluster members and the prevalent rates of consumables, utilities and manpower in the 

cluster. This section considers annual cost of undertaking job work and expenditure 

estimates. The critical components related to expenditure comprise consumables, 

manpower, electricity and also expenditure on repair and maintenance of assets, insurance 

and administrative overheads.  

Other elements comprise expenditures by the way of interest toward working capital loans, 

miscellaneous expenses and non-cash depreciation expenditure. 

6.3.1 Consumables 

Machines installed in the CFC shall require consumables during operations and completion 

of the job work. Consumables are critical components of project facilities and may be 

understood in terms of diesel, hydraulic oil, grease, nozzles and others etc. 

Table 12: Consumables 

S. 
No
. 

Machine Name  Particulars No. 
Of 
wor
kin
g 
hou
rs 
per 
day 

Am
oun
t 
(in 
Rs. 
Lak
h) 

Am
oun
t 
(in 
Rs. 
Lak
h) 

Am
oun
t 
(in 
Rs. 
Lak
h) 

Am
oun
t 
(in 
Rs. 
Lak
h) 

Am
oun
t 
(in 
Rs. 
Lak
h) 

Am
oun
t 
(in 
Rs. 
Lak
h) 

        Yea
r 1 

Yea
r 2 

Yea
r 3 

Yea
r 4 

Yea
r 5 

Yea
r 6 

        0.7
5 

0.8 0.8
5 

0.9 0.9
5 

1 

Primary Machines 

1 Cut off Machine Blade, Grease, 
Coolant 

8 1.0
8 

1.1
5 

1.2
2 

1.3
0 

1.3
7 

1.4
4 

2 Sheet Cutter 
Machine 

Blade, Grease, 
Coolant 

8 0.2
2 

0.2
3 

0.2
4 

0.2
6 

0.2
7 

0.2
9 

3 Plasma Cutting 
Machine 

Nozzel, Electrode, 
Gas Ring, Shield 
Cap 

8 1.7
3 

1.8
4 

1.9
6 

2.0
7 

2.1
9 

2.3
0 

4 Multi Cutter 
Machine 

Blade, Grease, 
Coolant 

8 0.4
3 

0.4
6 

0.4
9 

0.5
2 

0.5
5 

0.5
8 
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5 Drill Machine 
(5/8"Geared) 

Drill Bit, Coolant, 
Lubricant 

8 0.2
2 

0.2
3 

0.2
4 

0.2
6 

0.2
7 

0.2
9 

6 Drill Machine (1" 
8 Speed Graded) 

Drill Bit, Coolant, 
Lubricant 

8 0.2
2 

0.2
3 

0.2
4 

0.2
6 

0.2
7 

0.2
9 

7 Arc Welding 
Machine (450 
watt) 

Filler Metals, Fluxes, 
and Shielding Gases 

8 1.0
8 

1.1
5 

1.2
2 

1.3
0 

1.3
7 

1.4
4 

8 Arc Welding 
Machine (350 
watt) 

8 0.7
6 

0.8
1 

0.8
6 

0.9
1 

0.9
6 

1.0
1 

9 Arc Welding 
Machine (150 
watt) 

8 0.5
4 

0.5
8 

0.6
1 

0.6
5 

0.6
8 

0.7
2 

10 Lathe Machine Tools, Coolants, 
Lubricants 

8 0.4
3 

0.4
6 

0.4
9 

0.5
2 

0.5
5 

0.5
8 

11 Power Press 
100 Mt 

Lubricants, 
Hydraulic Oil 

8 0.3
6 

0.3
8 

0.4
1 

0.4
3 

0.4
6 

0.4
8 

12 Power Press 
200 Mt 

8 0.5
4 

0.5
8 

0.6
1 

0.6
5 

0.6
8 

0.7
2 

13 Angle Grinder  Abrasive wheel 8 0.2
2 

0.2
3 

0.2
4 

0.2
6 

0.2
7 

0.2
9 

14 Sheet Bending 
Machine 

Lubricants 8 0.1
1 

0.1
2 

0.1
2 

0.1
3 

0.1
4 

0.1
4 

15 Pipe Bending 
Machine 

Lubricants 8 0.1
1 

0.1
2 

0.1
2 

0.1
3 

0.1
4 

0.1
4 

16 Air Compressor Belt, Lubricant 8 0.0
9 

0.1
0 

0.1
0 

0.1
1 

0.1
1 

0.1
2 

Secondary Machines 

1 DG Set 62.5 
KVA 

Diesel, Lubricant 8 1.4
4 

1.5
4 

1.6
3 

1.7
3 

1.8
2 

1.9
2 

Total    9.5
6 

10.
20 

10.
83 

11.
47 

12.
11 

12.
74 

Consumables per month   0.8
0 

0.8
5 

0.9
0 

0.9
6 

1.0
1 

1.0
6 

 

6.3.2 Manpower Requirement 

Another major expenditure head is the manpower. Therefore, the facilities installed in the 

CFC will require manpower to function effectively as mentioned in section 5.3 of the report. 

The total manpower requirement for the project would be about 23 persons. The manpower 

required under project has been divided under two categories: Direct & Indirect. Direct 

manpower is required for operation of machines while indirect manpower is required for 

administrative purposes. The annual expenditure on salary component for direct manpower 

is estimated at Rs. 25.61 lakh and for indirect at 7.99 lakhs. The total expense on manpower 

is projected at Rs. 2.55 lakh per month or Rs. 33.59 lakh per annum. The details of monthly 

and yearly expenses for manpower required for running the project is provided in table 14: 

Table 13: Expenditure Related to Salary (direct manpower-machine operators and helpers) 

    

(Rs. In 
Lakh) 
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Category 

No. of 
Manpowe

r 
Required 

Salary per month 
per person (INR) 

Total Salary Per 
Month (INR) 

Total 
salary & 

wages per 
Year (INR 

lakh) 

DIRECT MANPOWER 

Supervisor 1 
                 

15,000.00  
            

15,000.00  1.80 

Operator 9 
                 

12,000.00  
          

108,000.00  12.96 

Helper 6 
                   

9,000.00  
            

54,000.00  6.48 
Loading & 
Unloading 2 

                   
8,500.00  

            
17,000.00  2.04 

          

  18 
                 

44,500.00  
          

194,000.00  23.28 

Add: Perquisites/Fringe Benefits @ 10% 2.33 

Sub Total (A) 25.61 
 

Table 14: Expenditure Related to Salary (indirect manpower – administrative and support staff) 

Category 
No. of 

Manpower 
Required 

Salary per month 
per person (INR) 

Total Salary Per 
Month (INR) 

Total 
salary & 
wages 

per Year 
(INR 
lakh) 

INDIRECT MANPOWER 

Cluster 
Development 

Executive (CDE) 1                  20,000.00              20,000.00  2.40 

Accountant 1                  12,000.00              12,000.00  1.44 

Office Boy 1                    8,500.00                8,500.00  1.02 

Security Guard 2                  10,000.00              20,000.00  2.40 

  5                  50,500.00              60,500.00  7.26 

Add: Perquisites/Fringe Benefits @ 10% 0.73 

Sub-Total (B) 7.99 

          

Total (A) + (B) 23                  95,000.00            254,500.00        33.59 
 

6.3.3 Utilities 

The most important utilities required in the project are power supply. Proposed CFC requires 

power for operation of machinery as well as other supporting equipment for smooth 

operations. The total connected load requirement has been estimated at 53 KW. The table 

below shows the equipment wise power requirement in the CFC. The drawn power is 

conservatively assumed at 60% of the connected load in the case of operating facilities and 

shop floor. 



Draft Detailed Project Report of Fabrication Cluster, Sirsa  

 

 Page 62 of 137 
 

Table 15: Machine & Equipment (facility) wise power requirement 

S. 
No. 

Machine & Equipment 

Power 
Requirement 

(kW)/ Connected 
Load 

Total power 
requirement (60% 
of drawn power) 

kWh 

1 Cut off Machine 0.75 0.45 

2 Sheet Cutter Machine 0.75 0.45 

3 Plasma Cutting Machine 3.75 2.25 

4 Multi Cutter Machine 1.50 0.90 

6 Drill Machine (5/8"Geared) 0.75 0.45 

7 Drill Machine (1" 8 Speed Graded) 0.75 0.45 

9 Arc Welding Machine (450 watt) 2.25 1.35 

10 Arc Welding Machine (350 watt) 1.50 0.90 

11 Arc Welding Machine (150 watt) 0.75 0.45 

12 Lathe Machine  2.25 1.35 

13 Power Press 100 Mt 2.25 1.35 

14 Power Press 200 Mt 3.75 2.25 

15 Angle Grinder  0.38 0.23 

16 Sheet Bending Machine 1.50 0.90 

17 Pipe Bending Machine 0.75 0.45 

18 Air Compressor 3.80 2.28 

19 Administrative Facilities 1.00 0.60 

  Total Connected load for CFC 28.43 17.06 

  
Buffer Connected Load (10% of Total 
Connected Load) 

2.84   

  Total 31.27   

 

The power requirement for operation of core machinery and equipment and administrative 

facilities is 28.43 kWh. Electricity required for shop floor activities in terms of operation of 

core machinery and equipment is 3411.6 units per month. The facility is heavily based on 

electricity for operations and will also require additional 10% connected load as a buffer to 

get the electricity connection. The total connected load for the CFC is estimated to be 31.27 

kW.  

Fixed charges for connection of 31.27 kW @ Rs. 165 per kW = Rs. 5160.05 and monthly 

units consumption is 3411.6 units and monthly energy charges @ Rs. 8 per unit = Rs. 

27292.8. This has been calculated based on the prevalent rates of the power provider.  

Table 17 presents the estimated annual expenditure in terms of power related charges. 

 

Table 16: Annual Expenditure Statement vis-à-vis Power Charges 
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S. 
No
.  

Expenditur
e 
component  

Particular
s  

Amoun
t per 
annum 
(@ 75% 
C.U. in 
Rs. 
Lakh)  

Amoun
t per 
annum 
(@ 80% 
C.U. in 
Rs. 
Lakh)  

Amoun
t per 
annum 
(@ 85% 
C.U. in 
Rs. 
Lakh)  

Amoun
t per 
annum 
(@ 90% 
C.U. in 
Rs. 
Lakh) 

Amoun
t per 
annum 
(@ 95% 
C.U. in 
Rs. 
Lakh) 

Amoun
t per 
annum 
(@ 
100% 
C.U. in 
Rs. 
Lakh) 

1 

Fixed 
monthly 
connection 
charge 
(total 
connected 
load)  

Shop-floor, 
support 
facilities & 
administra
tive (Rs. 
5160.05 
per month)  

0.62 0.62 0.62 0.62 0.62 0.62 

2 

Variable 
charges (as 
per 
consumptio
n of units)   

Shop-floor, 
support 
facilities & 
administra
tive (Rs. 
27292.8  
per month)  

2.46 2.62 2.78 2.95 3.11 3.28 

Total 3.08 3.24 3.40 3.57 3.73 3.89 

 

6.3.4 Annual Repairs and Maintenance Expenses 

 

The annual repair and maintenance expenses have been estimated to be Rs. 2.82 lakh. 

The details are presented in the table 18 below: 

Table 17: Annual Repairs and Maintenance Expenditure 

S
. 
N
o
. 

Expenditur
e 

component 
Particulars 

Amoun
t per 

annum 
(@ 75% 
C.U. in 

Rs. 
Lakh) 

Amoun
t per 

annum 
(@ 80% 
C.U. in 

Rs. 
Lakh) 

Amoun
t per 

annum 
(@ 85% 
C.U. in 

Rs. 
Lakh) 

Amoun
t per 

annum 
(@ 90% 
C.U. in 

Rs. 
Lakh) 

Amoun
t per 

annum 
(@ 95% 
C.U. in 

Rs. 
Lakh) 

Amoun
t per 

annum 
(@ 

100% 
C.U. in 

Rs. 
Lakh) 

1 
Repair & 

maintenanc
e  

Building: 
repair & 

maintenanc
e @ 2%  

0.42 0.45 0.48 0.51 0.54 0.55 
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2 

 Plant & 
machinery: 

repair & 
maintenanc

e @ 3% 

1.69 1.81 1.92 2.03 2.15 2.27 

Total  2.12 2.26 2.40 2.54 2.68 2.82 

 

6.3.5 Insurance and miscellaneous Administrative Expenses 

Insurance is a critical component of asset protection at the CFC. Insurance is computed on 

the basis of 0.5 % on the fixed assets. Cost of insurance shall remain as a fixed cost. 

Miscellaneous administrative expenses are estimated at a lump-sum of Rs. 0.50  lakh per 

year. The cost of miscellaneous expenses is also considered to be fixed irrespective of scale 

of operation. The details are presented in the table 19 below: 

Table 18: Insurance and Miscellaneous Administrative Expenses 

No.  
Expenditure 
component  

Particulars  
Amount per annum 
(@ 100% C.U. in Rs. 
Lakh)  

1  Insurance  Estimate @ 0.5% on fixed assets 
(such as buildings, civil works, and 
Plant & machinery, including 
related contingency expenses 

0.54 

2  Miscellaneous 
administrative 
expenditure  

Stationery, communication, 
travelling, and other misc. 
overheads  

0.50 

Total  1.04 
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6.4 Working Capital Requirements 

Working capital has been calculated in terms of one month’s operating expenses required for the CFC. The operating expenses include 

consumables, salaries, utilities, repair & maintenance, insurance and miscellaneous administrative expenses. The details are presented in the 

table below. 

Table 19: Calculation of Working capital requirement 

(Rs. In Lakh) 
Sr. 
No
. 

Particulars  Period As per Capacity Utilization  

  
  

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 
Year 
10 

75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

1 Consumables 
1 

month 0.80 0.85 0.90 0.96 1.01 1.06 1.06 1.06 1.06 1.06 

2 Utilities (Power) 
1 

month 0.26 0.27 0.28 0.30 0.31 0.32 0.32 0.32 0.32 0.32 

3 
Working Expenses (Manpower 
) 

1 
month 2.27 2.37 2.48 2.59 2.69 2.80 2.80 2.80 2.80 2.80 

4 Sundry Debtors  (Sales Value) 
2 

month 13.40 14.29 15.18 16.07 16.97 17.86 17.86 17.86 17.86 17.86 

5 
Working capital (Total 
expenses)   16.71 17.78 18.85 19.91 20.98 22.05 22.05 22.05 22.05 22.05 

6 Working Capital Margin   4.71 5.78 6.85 7.91 8.98 10.05 10.05 10.05 10.05 10.05 

7 Working Capital Loan   12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 

8 
Interest on Working capital 
loan @11% p.a.   1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 

9 Working Capital Margin %age   
28.20

% 
32.51

% 
36.33

% 
39.74

% 
42.80

% 
45.57

% 
45.57

% 
45.57

% 
45.57

% 
45.57

% 
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The working capital requirements of the project for one month of operation have been 

considered for consumables and expenses. The SPV will contribute more than 25% of the 

Working capital requirement as margin money, and the rest will be borrowed from local 

bank. The total working capital required during first year of operation (75% C.U.) is 

estimated at Rs. 16.71 lakh. Further, total working capital required at an operating capacity 

of 80% comes out to Rs. 17.78 lakh. The corresponding margin money for working capital 

requirement at 75% & 80% capacity utilisation amounts to Rs. 4.71  lakh and Rs. 5.78 lakh 

respectively, and the loan amounts at Rs. 12.00  lakh.  
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6.5 Depreciation Estimates 

Estimates of depreciation are non-cash expenditure and presented in this section on the 

basis of Written down value (WDV) methods. Accounting for depreciation would facilitate 

sustainability of operations in terms of developing a fund for replacement of assets. The 

relevant fund that is accumulated could facilitate the replacement of such assets toward the 

end of the envisaged asset life of 10 years. Depreciation of building is considered at the rate 

of 10% per year, depreciation of plant and machinery at 15% a year (envisaged project life 

of 10 years prior to replacement of assets), furniture 10%, computer 60% and depreciation 

of  other miscellaneous fixed assets at the rate of 15% a year as per the WDV method. WDV 

method is provided in the tables below. 
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Table 20: Depreciation based on WDV 

       (Rs. In lakh) 

DEPRECIATION  (WRITTEN DOWN VALUE METHOD) 

  Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

Land 

 Opening Balance  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  

 Less : Depreciation - - - - - - - - - - 

 Closing Balance  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  

Building and Civil work 

  Opening Balance 28.20  25.38  22.84  20.56  18.50  16.65  14.99  13.49  12.14  10.93  

  Less: Depreciation @ 10% 2.82  2.54  2.28  2.06  1.85  1.67  1.50  1.35  1.21  1.09  

  Closing Balance 25.38  22.84  20.56  18.50  16.65  14.99  13.49  12.14  10.93  9.83  

Plant & Machinery 

  Opening Balance 79.05  67.19  57.11  48.55  41.26  35.07  29.81  25.34  21.54  18.31  

  Less: Depreciation @ 15% 11.86  10.08  8.57  7.28  6.19  5.26  4.47  3.80  3.23  2.75  

  Closing Balance 67.19  57.11  48.55  41.26  35.07  29.81  25.34  21.54  18.31  15.56  

Computers 

  Opening Balance 0.43  0.17  0.07  0.03  0.01  0.00  0.00  0.00  0.00  0.00  

  Less: Depreciation @ 60% 0.26  0.10  0.04  0.02  0.01  0.00  0.00  0.00  0.00  0.00  

  Closing Balance 0.17  0.07  0.03  0.01  0.00  0.00  0.00  0.00  0.00  0.00  

Furniture 

  Opening Balance 0.50  0.45  0.41  0.36  0.33  0.30  0.27  0.24  0.22  0.19  

  Less: Depreciation @ 10% 0.05  0.05  0.04  0.04  0.03  0.03  0.03  0.02  0.02  0.02  

  Closing Balance 0.45  0.41  0.36  0.33  0.30  0.27  0.24  0.22  0.19  0.17  

Other Misc. Fixed Assets 

  Opening Balance 0.40 0.34  0.31  0.28  0.25  0.22  0.20  0.18  0.16  0.15  

  Less: Depreciation @ 15% 0.06  0.03  0.03  0.03  0.02  0.02  0.02  0.02  0.02  0.01  

  Closing Balance 0.34  0.31  0.28  0.25  0.22  0.20  0.18  0.16  0.15  0.13  

Total Depreciation 15.05  12.80  10.96  9.42  8.10  6.98  6.02  5.19  4.48  3.87  

Depreciated value 93.54  80.74  69.77  60.35  52.25  45.27  39.25  34.06  29.58  25.70  
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Under the WDV method, depreciation is considered at the rate of 10% per year on building, 

15% on plant, 10% on furniture, computers 60% and 10% on other miscellaneous fixed 

assets. 

6.6 Income/Revenue estimates 

The CFC is expected to generate revenue by way of user charges that shall be levied based 

upon the hours a machine is operated for a particular job. The user charges shall vary based 

upon the user i.e. the SPV members and non-SPV members. The user charges will be less 

for the SPV members as compared to non-SPV members. The non SPV members shall be 

charged a premium for availing the CFC services. The major income sources for the CFC are 

envisaged by the way of providing cutting facilities, welding facility, machining facilities etc.  

The user charges have been estimated based upon the operational expenses of the CFC and 

the prevalent market rates in Sirsa. User charges for secondary machinery have not been 

considered as a part of revenue. Estimation of user charges for availing services at CFC has 

been done on a conservative basis.  

The relevance and appropriateness of user charges is also evident from the fact that the 

rates fixed help meet operating expenditures and provide sustainable replacement of 

assets. It is also envisaged that the CFC will generate enough income to sustain and grow, 

making it an absolutely viable project.  

The estimated user charges for various machineries are presented in table below: 
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Table 21: User Charges for Machinery 

(Rs. In lakh) 

S. 
No. 

Machine Name  

No. Of 
working 
hours 

per day 

Rate 
per 

hour 
(Rs.) 

No of 
days 

annually 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

Amount 
in Rs. 
Lakh) 

          Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

          75% 80% 85% 90% 95% 100% 

1 Cut off Machine 8 500 300 9.00 9.60 10.20 10.80 11.40 12.00 

2 Sheet Cutter Machine 8 550 300 9.90 10.56 11.22 11.88 12.54 13.20 

3 Plasma Cutting Machine 8 680 300 12.24 13.06 13.87 14.69 15.50 16.32 

4 Multi Cutter Machine 8 475 300 8.55 9.12 9.69 10.26 10.83 11.40 

5 Drill Machine (5/8"Geared) 8 120 300 2.16 2.30 2.45 2.59 2.74 2.88 

6 Drill Machine (1" 8 Speed Graded) 8 120 300 2.16 2.30 2.45 2.59 2.74 2.88 

7 Arc Welding Machine (450 watt) 8 250 300 4.50 4.80 5.10 5.40 5.70 6.00 

8 Arc Welding Machine (350 watt) 8 180 300 3.24 3.46 3.67 3.89 4.10 4.32 

9 Arc Welding Machine (150 watt) 8 150 300 2.70 2.88 3.06 3.24 3.42 3.60 

10 Lathe Machine 8 300 300 5.40 5.76 6.12 6.48 6.84 7.20 

11 Power Press 100 Mt 8 160 300 2.88 3.07 3.26 3.46 3.65 3.84 

12 Power Press 200 Mt 8 180 300 3.24 3.46 3.67 3.89 4.10 4.32 

13 Angle Grinder  8 250 300 4.50 4.80 5.10 5.40 5.70 6.00 

14 Sheet Bending Machine 8 300 300 5.40 5.76 6.12 6.48 6.84 7.20 

15 Pipe Bending Machine 8 250 300 4.50 4.80 5.10 5.40 5.70 6.00 

 Total       80.37 85.73 91.09 96.44 101.80 107.16 
 



Draft Detailed Project Report of Sirsa Bakery Cluster  

 

 Page 71 of 137 
 

Total gross revenue in-flow is estimated to Rs. 80.37 lakhs per annum on an operating capacity of 75%. For projection purposes, operating 

capacity of 75% is considered during first year, 80% during second year, 85% during third year, 90% during fourth year, 95% during fifth year 

and 100% capacity from sixth year onwards. 

Table 22: Income and Expenditure Statement 

(Rs. In Lakh) 

  Particulars 
Year 

1 
Year 

2 
Year 

3 
Year 

4 
Year 5 Year 6 Year 7 Year 8 Year 9 

Year 
10 

Number of working days 300  300  300  300  300  300  300  300  300  300  

Number of shift 1  1  1  1  1  1  1  1  1  1  

Capacity Utilization in % 75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

A. Income                     

(User/ Service Charge) 
80.3

7  
85.7

3  
91.0

9  
96.4

4  
101.8

0  
107.1

6  
107.1

6  
107.1

6  
107.1

6  
107.1

6  

B. Cost of Production :                     

1. Utilities Power (Fixed + Variable) 3.08  3.24  3.40  3.57  3.73  3.89  3.89  3.89  3.89  3.89  

2. Direct labour and wages 
19.2

1  
20.4

9  
21.7

7  
23.0

5  
24.33  25.61  25.61  25.61  25.61  25.61  

3. Consumable 9.56  
10.2

0  
10.8

3  
11.4

7  
12.11  12.74  12.74  12.74  12.74  12.74  

4. Repair and Maintenance 2.12  2.26  2.40  2.54  2.68  2.82  2.82  2.82  2.82  2.82  

5. Depreciation 
15.0

5  
12.8

0  
10.9

6  
9.42  8.10  6.98  6.02  5.19  4.48  3.87  

Total Cost of production 
49.0

1  
48.9

8  
49.3

7  
50.0

4  
50.95  52.05  51.09  50.26  49.55  48.94  

C. Administrative expenses :                     

6. Manpower (Indirect) 7.99 7.99 7.99 7.99 7.99 7.99 7.99 7.99 7.99 7.99 

7. Rent 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

8. Insurance 0.54 0.47 0.40 0.35 0.30 0.26 0.23 0.20 0.17 0.15 

9. Misc Expense 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 

Total Administrative Expenses 9.02 8.95 8.89 8.83 8.79 8.75 8.71 8.68 8.66 8.63 
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D. Financial expenses :                     

9. Interest on Working capital loan @ 11% per 
annum 

1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 

Total Financial Expenses 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 

E.  Total Expenses B+C+D 
59.3

5 
59.2

5 
59.5

8 
60.2

0 
61.06 62.12 61.12 60.27 59.53 58.90 

F.  Profit A – E 
21.0

2 
26.4

7 
31.5

1 
36.2

5 
40.74 45.04 46.04 46.89 47.63 48.26 

G.  P&P Expenses written off 0.46 0.46 0.46 0.46 0.46 0.00 0.00 0.00 0.00 0.00 

H. Income before Tax (F-G) 
20.5

6 
26.0

1 
31.0

5 
35.7

8 
40.28 45.04 46.04 46.89 47.63 48.26 

I. Adjustment of Loss  - - - - - - - - - - 

J.  Income Tax as per rates of cooperative 
society 

6.32 8.01 9.56 
11.0

3 
12.42 13.89 14.20 14.46 14.69 14.88 

K.   Net Profit /Loss for the year 
14.2

4  
18.0

1  
21.4

9  
24.7

6  
27.86  31.15  31.84  32.44  32.94  33.38  

L.  Cumulative Surplus 
14.2

4  
32.2

4  
53.7

3  
78.4

9  
106.3

5  
137.5

0  
169.3

5  
201.7

8  
234.7

3  
268.1

1  
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As evident from the table above, the project is financially viable. A cumulative surplus of 

about Rs. 268.11 Lakh shall be earned by the SPV even after accounting for taxation and 

depreciation at the end of ten years. This surplus generated shall be used for further 

addition in the machinery or improvement and up-gradation of facilities. Additionally, the 

SPV intends to conduct a lot of other development activities in the cluster that shall be 

funded through the surplus earned at the CFC. 

6.7 Computation of Income tax 

As per table no 25, the income tax implication is computed at the rates applicable to the 

society. The incidence of tax ranges from Rs. 6.32 Lakh per annum for year 1 to Rs. 14.88  

lakh per annum in year 10. 

 

6.8 Cash flow statement 

Cash flow statement indicates the cash balance and the liquidity position of the project over 

the years. The table below presents the sources and disposal/uses of funds statement of 

the project. 
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Table 23: Cash Flow Statement 

(Rs in Lakh) 

  Particulars 
Construct
ion Period 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 
Year 
10 

  A.  Source Funds :                       
  1. Cash Accurals (Net Profit + 
Interest paid)   22.34 27.79 32.83 37.57 42.06 46.36 47.36 48.21 48.95 49.58 

  2. Increase in capital 41.15 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  3. Depreciation   15.05 12.80 10.96 9.42 8.10 6.98 6.02 5.19 4.48 3.87 

  4. Increase in WC Loan   12.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
  5. Increase in Grant-in-aid from 
GoH 93.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  Total Sources of Funds 134.17  49.39  40.59  43.79  46.98  50.17  53.34  53.38  53.41  53.43  53.46  

  B.  Use of Funds :                       

  1. P&P Expenses 2.31 - - - - - - - - - - 

  2. Increase in fixed assets 127.14 - - - - - - - - - - 

  3. Increase in other Assets 4.71 20.00 5.07 5.87 6.83 7.98 9.36 9.95 11.94 14.33 17.20 

  4. Increase in Sundry Debtors   13.40 0.89 0.89 0.89 0.89 0.89 0.00 0.00 0.00 0.00 

  5. Interest   1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 1.32 

  6. Taxation   6.32 8.01 9.56 11.03 12.42 13.89 14.20 14.46 14.69 14.88 

   Total Use of Funds 134.17 41.04 15.29 17.64 20.07 22.61 25.46 25.47 27.72 30.34 33.40 

  C. Net Surplus (A -B)   8.35 25.31 26.15 26.92 27.56 27.88 27.91 25.68 23.09 20.05 

  D. Cumulative  Surplus   8.35 33.66 59.81 86.73 
114.2

9 
142.1

7 
170.0

8 
195.7

6 
218.8

6 
238.9

1 
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The cash flow statement highlights the available net surplus for 10 years of the CFC 

operations.  Depreciation is also considered on a higher side on the straight-line method for 

cash flow calculations along with adjusted preliminary expenses. As most of the capital 

expenditure is being supported as grant under the Mini Cluster scheme, EPP 2015, 

therefore it does not have any negative effect on the Cash flow, in terms of interest, etc. 

6.9 Projected Balance Sheets 

The annual balance sheets for the CFC have been projected based upon estimates in the 

earlier sub-sections with regard to various current and fixed liabilities and also current and 

fixed assets. As evident from the projections, a considerable amount of reserves and surplus 

gets accumulated. These shall also be utilized for expansion of the CFC and undertaking 

other cluster development activities. Decision on deployment of reserves and surplus 

accumulated will be based on the performance of the project and requirements of cluster 

firms and members of the SPV. The projected balance sheets are provided in the table 

below: 
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Table 24: Balance Sheet 

(Rs in lakh) 

  Particulars 

At the 
end of 
impl. 

Period 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 
Year 
10 

  1.  Fixed Assets :                  

     Gross Block 127.14 127.14 112.10 99.30 88.33 78.91 70.81 63.83 57.81 52.62 48.14 

     Less : Depreciation (WDV)   15.05 12.80 10.96 9.42 8.10 6.98 6.02 5.19 4.48 3.87 

     Net Block  127.14 112.10 99.30 88.33 78.91 70.81 63.83 57.81 52.62 48.14 44.26 

    Total Fixed Assets (A) 127.14 112.10 99.30 88.33 78.91 70.81 63.83 57.81 52.62 48.14 44.26 

  2. Current Assets :                       

    Cash & bank  Surplus (B.F)   8.35 33.66 59.81 86.73 114.29 142.17 170.08 195.76 218.86 238.91 

    Sundry Debtors    13.40 14.29 15.18 16.07 16.97 17.86 17.86 17.86 17.86 17.86 

    Margin Money for WC Loan 4.71 4.71 5.78 6.85 7.91 8.98 10.05 10.05 10.05 10.05 10.05 

    Other Current Assets   20.00 24.00 28.80 34.56 41.47 49.77 59.72 71.66 86.00 103.20 

  3. P&P Exp 2.31 1.85 1.38 0.92 0.46 0.00 0.00 0.00 0.00 0.00 0.00 

    Total current Assets (B)   48.31 79.11 111.56 145.74 181.71 219.84 257.70 295.33 332.76 370.01 

Total Assets (A+B) 134.17 160.40 178.41 199.89 224.65 252.52 283.67 315.52 347.95 380.89 414.27 

  4.  Current Liabilities :                       

    Working Capital Loan   12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 

Total Current Liabilities  (C)      12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 12.00 

  5. Fixed Liabilities                       

    Shareholders' Contribution 41.15 41.15 41.15 41.15 41.15 41.15 41.15 41.15 41.15 41.15 41.15 

    Grant from GoH 93.01 93.01 93.01 93.01 93.01 93.01 93.01 93.01 93.01 93.01 93.01 

    Reserves and Surplus   14.24 32.24 53.73 78.49 106.35 137.50 169.35 201.78 234.73 268.11 

    Total Fixed Liabilities (D) 134.17 148.40 166.41 187.89 212.65 240.52 271.67 303.52 335.95 368.89 402.27 

Total Liabilities (C+D) 134.17 160.40 178.41 199.89 224.65 252.52 283.67 315.52 347.95 380.89 414.27 
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6.10 Break-even analysis 

The break-even (BE) estimates of the project indicate the level of activity at which the total 

revenues of the project equal the total costs. From this point, a project is expected to start 

generating profits. As per the calculations, the CFC achieves break even in the first year 

itself as no major interest costs are being incurred. Hence, BE estimates at level of activity 

relevant to the first year and subsequent years of activity are provided in the table below: 

Table 25: Break Even Estimates 

Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

  75% 80% 85% 90% 95% 100% 

A. Total Earning by way of 
user charges 80.37 85.73 91.09 96.44 101.80 107.16 

B. Variable costs             

Consumables 9.56 10.20 10.83 11.47 12.11 12.74 

Utilities (Power- variable 
charges) 

2.46 2.62 2.78 2.95 3.11 3.28 

Interest on WC Loan 1.32 1.32 1.32 1.32 1.32 1.32 

Repair & Maintenance 2.12 2.26 2.40 2.54 2.68 2.82 

Manpower (Direct) 19.21 20.49 21.77 23.05 24.33 25.61 

Total Variable Cost (B) 34.66 36.88 39.10 41.33 43.55 45.77 

C. Contribution (A-B) 45.71 48.85 51.98 55.12 58.25 61.39 

D. Fixed Overheads (Cash)             

Manpower (Indirect) 7.99 7.99 7.99 7.99 7.99 7.99 

Utilities (Power - fixed 
charges) 

0.62 0.62 0.62 0.62 0.62 0.62 

Rent 0.00 0.00 0.00 0.00 0.00 0.00 

Insurance 0.54 0.47 0.40 0.35 0.30 0.26 

Misc. Expenditure 0.50 0.50 0.50 0.50 0.50 0.50 

Sub-total (D) 9.64 9.57 9.51 9.45 9.41 9.37 

E. Fixed Overheads (Non-
cash) 

            

Depreciation 15.05 12.80 10.96 9.42 8.10 6.98 

Preliminary & Pre-operative 
expenses written off 

0.46 0.46 0.46 0.46 0.46 0.00 

Sub-total (E) 15.51 13.26 11.43 9.88 8.57 6.98 

F. Total Fixed Overheads 
(D+E) 

25.15 22.83 20.93 19.33 17.97 16.35 

Break even point (F/C) 55.03% 46.75% 40.27% 35.08% 30.85% 26.63% 

 

Book break-even is achieved at 55.03% (of operational capacity at 75%) and at 46.75% (of 

operational capacity at 80%). The operation of the CFC is expected to break-even and realise 

profit from 1st year of operations. Therefore, very low risk is involved in the project.   

Moreover, the SPV members have the potential to run the facility for longer than one shift 

resulting in enhanced capacity utilization and generation of more revenues. In that case, 

project will break even earlier than estimated. Additionally, the approach has been to 
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develop projections based upon conservative estimates (costs on a higher side and user 

charge/ revenues on a lower side) whereas, in real the revenues may be far higher. 

6.11 Feasibility analysis summary and sustainability indicators 

A summary of the financial analysis in terms of key financial indicators such as Return on 

Capital Employed (ROCE), Net Present Value (NPV), Break Even Point (BEP) and the Internal 

Rate of Return (IRR) is presented in the table below. The indicators validate the financial 

viability and sustainability potential of the proposed project. 

Table 26: Financial Analysis 

S. No. Particulars  Estimates 

1 
BEP (cash BEP at initial operating capacity 
of 75%) 

55.03% 

2 Av. ROCE (PAT/CE) with Grant 29.87% 

3 Internal Rate of Return (IRR) 21.38% 

4 
Net Present Value (at a discount rate of 10 
per cent) - incorporating viability gap 
funding (grant) by GoH 

NPV is positive (Rs. 76.92 
lakh) at a conservative project 
life of 10 years 

5 Payback period 
5.55 years with Grant-in-aid 
assistance from GOH 

6 DSCR 
Not Applicable (non-availment 
of term loan in this project) 

 

The annual estimates in the context of ROCE are presented in the table 28 below: 

Table 27: Calculation of Return on Capital Employed 

Particu
lars  

Year 
1 

Year 
2 

Year 
3 

Year 
4 

Year 
5 

Year 
6 

Year 
7 

Year 
8 

Year 
9 

Year 
10 

ROCE 
(Withou
t Grant 
) 

53.1
6% 

66.4
2% 

78.6
5% 

90.1
6% 

101.0
8% 

112.6
5% 

115.0
8% 

117.1
6% 

118.9
4% 

120.4
8% 

ROCE 
(with 
Grant ) 

16.3
1% 

20.3
7% 

24.1
3% 

27.6
6% 

31.01
% 

34.56
% 

35.30
% 

35.94
% 

36.48
% 

36.96
% 

 

The average value of ROCE (with grant-in-aid) is 29.87%. This indicates the high techno-

economic viability of the project should the government contribute a significant portion of 

the project cost as grant. Capital employed considered are those elements excluding the 

grant component to the project. Ignoring the possibility of grant assistance from the GoH, 

the ROCE works out to an unviable 97.87%. 

The Net Present Value (NPV) is estimated at a discount rate of 10%.However, as reflected 

from the high values of NPV, it is positive at even 10.0%, the rate at which bank offers debt 

capital facility and even at higher discount rates. Project IRR is high at over 21.38% (at a 

conservative project life of 10 years). This substantiates the viability of the project.   
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6.12 Additional revenue sources 

Additional sources of revenue shall also be explored by the SPV by offering procurement 

and marketing services in future to more enterprises. The SPV members are strong 

believers of the cluster concept and would like to explore the potential of undertaking 

cluster initiatives to improve the backward and forward linkages of the cluster units.  

However, in order to ensure conservativeness in income estimates, in the initial years, the 

income earning possibilities of such revenues are not captured in this DPR.  

 

6.13 Risk Analysis & Sensitivities 

Risk in the project is relatively low in the context of the following:  

► Promoters are experienced: Risk in the project is quite low given the strength and 

profile of the SPV members. They have considerable experience not only in the 

fabrication industry but also in undertaking cluster developmental initiatives.  

► Facility is pre-marketed: Evidently, complete capacity of the core facility to be 

established in terms of various facilities may be easily availed by members of the SPV 

themselves, thus the facility would already have a captive market.  

► Sustainability indicators in terms of the strength of the SPV and the economics of 

the project: Evidence of cooperative initiatives of SPV members as articulated in 

previous chapters; for instance, in terms of pursuing several joint efforts, registering 

the SPV, proceeding towards procurement of land, and securing commitment from 

members, vis-à-vis progressively mobilizing necessary paid up capital, all reflect the 

strength of the SPV.  

High economic viability indicators upon considering the benefits of grant-in-aid under the 

state mini cluster scheme and EPP 2015 also serve as evidence of techno-economic viability 

and sustainability of the project. A sensitivity analysis has been carried out to ascertain the 

impact on the project, should there be any loss of revenue. This has been calculated 

assuming drop in user charges. Major financial parameters are still attractive. The important 

parameters related to the sensitivity analysis are presented in the table 29 below: 

Table 28: Sensitivity Analysis 

S. No. Particulars  
Base 
case 

With 5% 
decline in 

user charge 

With 
8% 

decline 
in user 
charge 

With 
10% 

decline 
in user 
charge 

1 
BEP (cash BEP at operating 
capacity of 65%) 

55.03% 60.33% 64.03% 66.76% 

2 Internal Rate of Return (IRR) 21.38% 18.68% 16.99% 15.83% 

3 
Av. ROCE (PAT/CE) (with 
Grant) 

29.87% 26.31% 24.15% 22.71% 

4 

Net Present Value (at a 
discount rate of 10 per cent) 
- incorporating viability gap 
funding (grant) GoH 

76.72 56.87 44.97 37.03 
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Even assuming a fall in user charge, ROCE is favourable. From the above it is evident that 

the project is very viable even under (unlikely) risky environment circumstances.  

 

6.14 Assumptions for financial calculations: 

The financial statements and project profitability estimates in this DPR are based on the 

following assumptions:  

1. The total project cost is pegged @ Rs. 134.17 lakh on the basis of estimates and 

quotations.  

2. To finance the project, a total of Rs. 134.17 lakhs is required. The financing will consist 

of grant from government to Haryana and contribution by SPV.  

3. In the financial projections and analysis, year 2018 is the envisaged period of project 

implementation also involving construction of buildings and installation of plant, machinery 

and other equipment. This period will commence from the date of final approval by the State 

Level Steering Committee under Mini-Cluster Scheme. The financial projections thereafter 

are prepared for 10 years of operation starting 2019.  

4. The Registered SPV will manage CFC, and these services are to be used by the SPV to 

member as well as non-member units. The common facility will benefit registered SPV as 

well as non-member firms who (in some cases) may not afford to contribute to necessary 

equity capital.  

5. The CFC will operate for 25 days a month, that is, for 300 days a year on an eight hour 

single shift basis. Operation on single shift basis is assumed for purposes of projecting 

income estimates.  

6. Capacity utilization is assumed at 75% in the first year; 80% for second, 85% for third 

year, 90% for fourth, 95% for fifth and 100% thereafter. This is a conservative estimate for 

first 6 years as SPV members alone could avail of over 100% of the installed capacity on 

single-shift basis.  

7. The workings with regard to expenses related to the project have been tabulated and 

categorized in terms of those related to consumables, manpower, electricity, and 

miscellaneous administrative expenditures.  

8. Repairs and maintenance is provided @ 2% of building cost and @ 3% of plant and 

machinery cost at varying capacity utilization.  

9. Insurance is provided @ 0.5% on fixed assets including building & civil works, machinery, 

contingency as fixed cost at all capacity utilization.  

10. Electricity connection required for the CFC shall cost at Rs. 2200 as security deposit 

and service charge per kW connected load as per the regulatory norms in Haryana.  
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11. Fixed charges per kW of electric connection shall be charged @ Rs. 165 and variable 

charges @ Rs. 8 per unit consumed.  

12. Income estimates have been projected most conservatively. The prescribed user 

charges are competitive vis-à-vis charges for similar services in other regions.  

13. Depreciation on fixed assets is calculated on written down value (WDV) method.  

14. Provision for income tax has been made as per society regulations. This is the rate 

prescribed for societies as per the recent Budget 2017.  

15. Profitability estimates in terms of ROCE, NPV, IRR are computed considering operating 

results for first 10 years of operation. 
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7. Project Implementation and Monitoring 
 

7.1 Envisaged Implementation Framework 

1. Time frame: Project implementation is envisaged to involve a time-frame of about 

12 months upon receipt of final approval of grant-in-aid assistance from the 

Government of Haryana under mini cluster scheme.  

 

2. User Base: The facilities may be used by SPV members and non-members. However, 

the charges will vary. The SPV will also be open for new entrants subject to them 

subscribing to the shareholding of the SPV, and them being genuinely pro-active and 

interested in cluster initiatives. The BoD of the SPV can decide on same or 

differential user charges for both members and non-members or based upon the 

volume of the output.  

 

3. Project implementation schedule: The project implementation schedule envisaged 

over a period of 10 months involves several activities. The schedule is elaborated in 

the table 30 below: 

Table 29: Project Implementation Schedule 

Activity/Month 1 2 3 4 5 6 7 8 9 10 
Collecting 
Contribution from 
SPV members                      

Transfer of land in 
the name of SPV                    

Receipt of final 
sanction from GoH                                           

Preparation of 
detailed drawings                                            
Formation of 
purchase 
committee      

  

              
Inviting E tenders 
for building 
construction and 
purchase of 
machines                         
Construction of 
facilities                              

  

            

Construction 
Facilities           
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Activity/Month 1 2 3 4 5 6 7 8 9 10 
Obtaining 
statutory 
clearances and 
approvals                    

Purchase of 
machinery and 
equipment                     
Installation and 
trial run of 
machinery and 
equipment                     

Arrangement of 
working capital                      

Monitoring of the 
project by BoD                      

Monitoring of the 
project by PMC                      

Commencement of 
operations of the 
facility                      

 

 

4. Contractual agreements/MoU with member units: Agreements have been 

indicatively finalized in terms of utilization of assets in respect of shareholders.  

 

A total of 10 units are participating in the SPV and all these units have agreed to 

contribute towards the SPV share of the project cost. The utilization of the common 

facility will be in line with the proposed shareholding pattern. The consent letter 

wherein the member units agree for payments of 10% share of cost of CFC will be 

submitted in due course of time and as per final approval from Government of 

Haryana.  

 

5. Memorandum and By-Law of Registered Company: MOA, AOA and bye laws are 

indicative of the management and decision making structure of the SPV. All the 

members of SPV have paid an advance and are members of the Society.  

 

6. Availability of Land & Status of Acquisitions: Land is being procured by the SPV for 

the proposed CFC at Kagdana in Sirsa district. A plot of land of area 5445 sq. yards 

has already been identified by the SPV and shall be purchased by SPV soon subjected 

to approval from GoH. 

 

7. Availability of Requisite Clearances: Necessary land with all required clearances will 

be procured by the SPV. Electricity is already available in the area and the proposed 

CFC can easily be connected to the grid. The other required clearances 

(environment, labor etc.) shall be obtained in due course. 



Draft Detailed Project Report of Sirsa Bakery Cluster  

 

Page 85 of 137 
 

 

8. O & M Plan: The revenue stream for O&M is dependent on realization of user charges 

from the SPV members and other users/MSMEs in the case of various facilities. As 

detailed in the financial section, the cash incomes are sufficient to meet operating 

expenditures, overheads as well as depreciation for sustainable replacement of 

assets. The SPV will also have to keep a track of maintenance of assets through 

collection of user charges from the members/ users. 

7.2 Monitoring Mechanism 

As mentioned in the implementation schedule, the following key activities shall be 

conducted during establishment of the CFC:  

► Civil Works   

► Electrical works  

► Purchase of machinery & commissioning  

► Trial production  

► Commercial production  

The successful implementation of above activities will depend on the following aspects:  

► Implementation of above within the time frame  

► Supervising and overseeing the implementation of the proposals and fine tuning and 

advocating more measures if needed, depending on the site conditions  

► Project level monitoring indicators to evaluate the implementation of the CFC 

proposal at recommended intervals  

► Suitable purchase mechanisms for proposed plant & machinery  

► Periodical reporting of the status of implementation and monitoring of the results of 

key performance indicators, and  

► Constant evaluation of the measures implemented based on the data available from 

project level monitoring and status reports and providing directions accordingly.  

It is proposed to constitute a governance mechanism in the form of a Cluster Development 

Co-ordination Committee (CDCC) under the chairmanship of Director of Industries, 

Government of Haryana to oversee all cluster development projects in Haryana. The CDCC 

will look after the project under Mini Cluster Scheme to be implemented under the state’s 

Enterprise Promotion Policy 2015.  

The committee may operate under the overall monitoring of the State Level Steering 

Committee (SLSC). Other key stakeholders such as representatives of cluster SPV, related 

government departments, support institutions, cluster level industry associations and 

consultants may be inducted as members under the committee. 

 

The members may comprise the following:  

i. Director, Industries and Commerce, Government of Haryana (Chairman)  

ii. Concerned Joint Director, Department of Industries and Commerce  

iii. JD, DIC Sirsa  

iv. HUDA state officer  
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v. Commercial bank general manager  

vi. President of related industry association  

vii. Directors of related SPV  

viii. EY Cluster Development Expert under MSME project  

The meeting of CDCC may be held on a quarterly basis to review performance of the 

clusters. The CDCC will guide monitoring and implementation of the project.  

In addition, for implementing the Fabrication Cluster, Sirsa CFC project, a Project 

Management Committee (PMC) comprising the JD, DIC, Sirsa, and representatives of SPV, 

State Bank of India, and EY experts shall be constituted to directly oversee effective 

monitoring and implementation.  

The project will be implemented through SPV and PMC will report progress of 

implementation to the CDCC as well as State Level Steering Committee and DIC Sirsa. 
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8. Conclusion 
The fabrication units of Sirsa are dependent on manual, low capacity and obsolete 

technologies for production and are facing intense competition from medium firms. The 

increasing costs of raw materials coupled with higher production costs is driving many micro 

players out of the market. The micro units do not have these high end machines and hence 

are unable to procure orders from MNCs. To add to their woes, the micro and small units 

are unable to produce quality products for the biggest market segment in the region. 

Against this backdrop, it is inevitable to support the micro units in Sirsa to adopt modern 

cutting, grinding, welding and machining machines. This will reduce their processing costs 

significantly while increasing the quality.   

The future of fabrication industry is bright. Fabrication segment is poised to grow at a 

steady rate with major applications being in engineering and consumer goods. Several 

factors are enhancing the demand and supply of fabricated products in India such as high 

growth of end-user industry, dynamically changing lifestyles, ready to use products etc. 

Particularly in the Sirsa region, the market possibility for high quality fabricated products is 

promising. The only constraint is the lack of technologies and related infrastructure which 

can be removed by setting up a CFC.  The cluster firms have not been able to obtain bulk 

orders from large customers due to lack of quality and production capacity. The 

technologies required for upgradation are extremely expensive and the same cannot be 

adopted by any individual units in the cluster. Hence, the following facilities have been 

proposed in the CFC: 

► Value added cutting operations facilities 

► Value added grinding facilities  

► Value added welding facilities 

► Value added machining facilities 

The total project cost (including plant/machinery and buildings) is estimated to be Rs. 

134.17 lakhs. The project shall be implemented by the SPV ‘Global Agriculture 

Manufacturing Association’ which has been constituted by the cluster firms. The SPV has 

proactively undertaken a number of initiatives and a number of capacity building programs 

and exposure visits have been organised by the SPV for the benefit for its members.     

The CFC will be set up with support from DIC and the state government (Department of 

Industries) under PPP mode. The land for the project has already been identified by the SPV 

and shall be acquired immediately upon in final approval by State Government.  The state 

industry department is envisaged to provide grant for setting up of the CFC under the Mini-

Cluster scheme, Haryana EPP 2015. The SPV members have proposed to contribute Rs. 

41.15 lakhs of the project cost. Support from Mini Cluster Scheme of the State Government 

of Haryana is envisaged for Rs. 93.01 lakh. Working capital requirement for the project will 

be provided by State Bank of India. The project is financially viable and is expected to 

generate enough revenue to ensure its sustainability.   
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9.  Annexures 

Annexure 1: Letter for DSR approval and to prepare DPR 
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Annexure 2 (a):  SPV Certificate of Incorporation 

 

 

  



Draft Detailed Project Report of Sirsa Bakery Cluster  

 

Page 92 of 137 
 

Annexure 2(b): Copy of Memorandum of Association (MoA) & Article of 

Association (AoA) 
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Annexure 3: Verification of units by DIC, Sirsa 
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Annexure 4: Land Availability Proof 

  



Draft Detailed Project Report of Sirsa Bakery Cluster  

 

Page 110 of 137 
 

 

Annexure 5: Building Layout Plan 
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Annexure 6: Building Estimate 
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Annexure 7: Machinery Quotations 
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1. Equipment Detailed Parameters: 

No  

1 

 

Suitable material Colored steel plate, galvanized board, aluminum 

plate 

2 

 

Width of the raw material 

 

210/330/350mm 

3 Rows of rollers 18 rows 

4 Appearance size 8600*1450*1510mm 

5 Total power 

 

Main motor power -7.5kw 

Hydraulic station power-5.5kw 

6 Thickness of raw material 1.8-2mm 

7 Productivity 8-10m/min 

8 Diameter of shaft ￠80mm 

9 

 

Voltage 380V 50Hz 3phases 

 

 

2. Packing Method 

Main machine is nude, the computer control box is packed by carton box 

3. Transportation 

All machines need one 40 feet container to hold 

4. Payment Term  

  30% deposit by T/T in advance and 70% balance after inspection confirmation 

before shipment 

5. Delivery Time 

  Within 45-50 days after receiving deposit 
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6. Warranty: 
  One year, and we will provide technical support for whole life of the equipment. 

7. Unit Price, Quantity, Total Amount  

Name Quantity（SET） Amount(USD) 

FOB Tianjin New Port 

HC-Door Frame Roll Forming Machine 1set 19500 

Cangzhou Huachen Roll Forming Machinery CO., 

LTD     

                                  2017-5-3                  
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