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Sri | S N Prasad, 1As

Chairman
Statement made at the
63rd Annual General Meeting
held on 15th, July 2022

Dear Shareholders,

Itis my pleasure to welcome you all to the 63rd Annual
General Meeting of our Corporation. | am delighted to
present the 63rd Annual Report on the operations of the
Corporation, together with, the audited statements of the
accounts for the year ended 31st March, 2022.

During the Financial Year 2021-22, the Corporation
consolidated its financial position and record profits by
registering a profit before tax of Rs.107.32 crore and net
profit of Rs.66.61 crore. The performance of the
Corporation is remarkable in the pace of severe economic
distress caused on account of COVID-19 pandemic.

The Directors’ report and the audited financial
statements of accounts for the 63rd year ended 31st
March, 2022 have already been placed with you. |
presume you had an opportunity to go through the report
and hence | take it as read. However, | would like to take
this opportunity to share with you some of the salient
aspects of the report.

GLOBALECONOMY :

After rebounding to an estimated 5.5 percent in 2021,
global growth is expected to decelerate markedly to 4.1
percentin 2022, reflecting continued COVID-19 flare-ups,
diminished fiscal support and lingering supply
bottlenecks. The near-term outlook for global growth is
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somewhat weaker and for global inflation notably higher,
than previously envisioned, owing to pandemic
resurgence, higher food and energy prices and more
pernicious supply disruptions.

Global growth is estimated to have surged to 5.5
percent in 2021 - its strongest post-recession pace in 80
years, as a relaxation of pandemic-related lockdowns in
many countries helped boost demand. Notwithstanding
this annual increase, resurgences of the COVID-19
pandemic and widespread supply bottlenecks weighed
appreciably on global activity in the second half of last
year.

INDIAN ECONOMY :

The Indian economy, as seen in quarterly estimates of
GDP, has been staging a sustained recovery since the
second half of 2020-21. Although the second wave of the
pandemic in April- June 2021 was more severe from the
health perspective, the economic impact was muted
compared to the national lockdown of the previous year.
Advance estimates suggest that GDP will record an
expansion of 9.2 per centin 2021-22. This implies that the
level of real economic output will surpass the pre-COVID
level of 2019-20.

The agricultural sector was the least impacted by the
pandemic-related disruptions. It is estimated to grow 3.9
per cent in 2021-22 on top of 3.6 per cent in the previous
year. The industrial sector went through a big swing by
first contracting by 7 per cent in 2020-21 and then
expanding by 11.8 per cent in 2021-22. The
manufacturing, construction and mining sub-sectors went
through the same swing. The share of industry in GVA is
now estimated at 28.2 per cent.
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Service sector account for more than half of the Indian
economy and was the most impacted by the COVID-19
related restrictions, especially for activities that need
human contact. Although the overall sector first
contracted by 8.4 per cent in 2020-21 and then is
estimated to grow by 8.2 per cent in 2021-22, it should be
noted that there is a wide dispersion of performance by
different sub-sectors.

KARNATAKA ECONOMY :

The State has reinforced its thrust to support
innovation, strengthen information technology and
continued its commitment towards social welfare and
gender equality.

Advanced estimates of Karnataka's GSDP in nominal
terms for FY 2021-22 is Rs. 20.50 lakh crore, up from Rs.
17.31 lakh crore in FY 2021-22. It is contributing 8.8% to
the national GDP of Rs. 232.15 lakh crore in FY 2021-22.
The state grew by 7.2% in nominal terms during the
pandemic struck FY 2021-22, compared to -3% recession
of the national economy.

The contribution of agricultural sector to the overall
GSDP saw a marginal decrease from 14.30% to 14.10%
in 2021-22 against 2020-21. Industry sector saw a
marginal increase from 19.40% to 19.80% in 2021-22
against 2020-21. The service sector a largest component
of GSDP saw a marginal decrease from 66.30% in 2020-
211t066.10% in 2021-22. The contribution of 'Real estate,
Professional Services & Ownership of Dwellings' is
highest with (33.21%) in 2021-22 followed by
'Manufacturing (12.52%)', 'Trade and Repair Services
(11.55%)"and 'Crops (9.56%)'.
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Per Capita State Income (i.e. per capita NSDP) of
Karnataka at current prices is estimated to be
Rs.2,78,786 showing a rise of 17.9% during 2021-22, as
against Rs.2,36,451 in 2020-21. Karnataka's per capita
income is higherthan All India per capita income.

Total export performance during 2021-22 [upto
September 2021] is Rs.4,30,343.00 crore. The share of
Electronics and Computer software is 79.79% and
merchandise exports shareis 20.21%.

During the FY2021-22, State Level Single Window
Clearance Committee (SLSWCC) approved is
Rs.21,321.95 crore towards 447 projects, which is
projected to generate employment of 1,22,403 in the
state. State High Level Clearance Committee (SHLCC)
also approved Rs.35,906.11 crore towards 13 projects,
which is projected to generate employment of 11,137 in
the state.

Karnataka accounts for a significant share in the total
FDI that flows into India. Karnataka's share in total FDI
inflow into India is USD 8,448.00 Million during 2020-21
(April to June-2021). Karnataka ranks third in the FDI
inflows of the country.

MSMEs form an integral part of Industrialization in
Karnataka. During 2021-22 (upto November 2021)
80,735 MSMEs have been registered in the state with an
investment of Rs.2,934.84 crore and projected to provide
employmentto 6,51,934 person.

STATE GOVERNMENT SUPPORT TO KSFC:

During the FY 2021-22, the Government of Karnataka
provided an equity capital of Rs.50.00 crore and interest
subsidy of Rs.171.85 crore under various schemes
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operated from KSFC as per details indicated below:

1 Scheduled Caste Entrepreneurs:Rs.44.35 crore

2 Scheduled Tribe Entrepreneurs: Rs.22.00 crore

3 Women Entrepreneurs: Rs.58.00 crore
4 Interest Subvention Scheme for

All Categories Entrepreneurs &
First Generation Entrepreneurs: Rs.47 50 crore

Total Rs.171.85crore
SUBSIDIES & GRANTS-IN-AID:

Under Textile Grant Scheme for Scheduled Caste and
Scheduled Tribe Entrepreneurs, grant amount of
Rs.25.15 crore was released by Government of
Karnataka.

IMPORTANT POLICY DECISIONS DURING FY 2021-22:

1. Extended restructuring facility under resolution frame
work 2.0-resolution of Covid-19 related stress of
MSMEs in line with RBI notification.

2. Implemented revised “Prudential norms on Income
Recognition, Assets Classification and Provisioning
pertaining to advances” [IRACP Norms]

3. Implemented compliance mechanisms as per 5th
amendment to SEBI[LODR] Regulations 2015
including publication of quarterly results.

4. Re-introduction of interest subsidy scheme for women
entrepreneurs for service sectors.

5. Prudential write-off of doubtful-Il / loss assets.
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OPERATIONAL HIGHLIGHTS:
SANCTIONS:

During the FY 2021-22, Sanction of loans under
various schemes touched Rs.493.25 crore covering 461
cases as against Rs.401.66 crore covering 445 cases
during FY 2020-21. Cumulative Sanctions reached
Rs.18,779.63 crore covering 1,75,123 cases as on
31.03.2022.

DISBURSEMENT:

During the FY 2021-22, the disbursement was Rs.
386.46 crore as against Rs.432.96 crore during FY 2020-
21. The cumulative disbursement of the Corporation
reached Rs.14,776.29 crore ason 31.03.2022.

INVESTMENT, VALUE OF OUTPUT AND EMPLOYMENT :

The investment catalyzed by the Corporation during
FY 2021-22 is expected to be Rs.2,601.82 crore resulting
in value of output to Rs.1,633.93 crore and generating
employmentto 5,442 persons.

RECOVERY:

During the FY 2021-22, the Corporation recovered an
amount of Rs.741.89 crore as compared to Rs.638.68
crore recovered in the previous financial year. The
Corporation realized recovery of Rs.55.84 crore in
respect of Bad Debts
{D-lll (pre MOU), D-llII/D-1l (Prudential) & MR} during FY
2021-22.
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FINANCIAL RESULTS :

During the financial year under review, the Corporation
earned a gross revenue of Rs.359.02 crore as against
Rs.360.90 crore in FY 2020-21. The Corporation
achieved a record 'Profit before tax' of Rs.107.33 crore
and net profit of Rs.66.61 crore for the FY 2021-22.

DIVIDEND:

Because of carry forward losses, during financial year
no dividend is recommended to the shareholder of the
Corporation.

TREASURY ACTIVITY :

During the vyear, the Government of Karnataka
provided an equity capital of Rs.50.00 Crore as on 31-03-
2022, the paid up equity capital of the Corporation stood
at Rs 895.39 crore, as compared to previous year of Rs
795.39 Crore. During the year Rs.100.00 crore of share
application money converted into share capital. The share
application money as on 31.03.2022 stood at Rs 50.00
crore.

During the year, the Corporation redeemed bonds
amounting to Rs.150.00 Crore. The outstanding of bonds
decreased to Rs.700.00 Crore during the current year,
which was Rs 850.00 crore as on 31.03.2021.

During the year, the Corporation has availed Term
Loan of Rs.100.00 crore from State Bank of India. Further,
the corporation has repaid Rs. 96.23 crores to State Bank
of India and Rs 129.50 crore to Union Bank of India
towards Term loan repayment.
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The interest cost on bonds decreased to Rs.75.45
crore during the current year from Rs.85.80 crore for the
previous year 2020-21. The decrease is on account of
reduction of bond liability. Further, the Corporation has
paid Rs.19.86 crore to State Bank of India and Rs.9.70
crore to Union Bank of India towards interest on term loan.
The Corporation paid on cash basis, Rs.12.95 crore (net
off of GST) to the State Government as guarantee
commission during the year compared to Rs.15.81 crore
(net off of GST) for the FY 2020-21.

The total long-term liability of the Corporation is
decreased to Rs.1025.60 crore by the year end from
Rs.1301.34 crore as on 31-03-2021. The total interest
and financial expenses decreased to Rs.118.54 crore for
the year 2021-22 from Rs.143.02 crore for the year 2020-
21.

BUSINESS DEVELOPMENT AND CREDIT RESEARCH:

The major work of the department is to create
awareness about special schemes made available for
Micro, Small Scale Industries, Women and Scheduled
Caste / Tribes and General entrepreneurs, conduct
market survey reports, market study to analyse scope and
demand, market viability of loan proposals and products
etc., based on requirement of the branch offices / loan
proposals.

The main focus of the department is to provide
entrepreneur guidance to the customers on schemes and
also entrepreneur development programmes.
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FINANCIAL SERVICE ACTIVITIES :

KSFC is acting as a Corporate Agent for marketing of
general insurance products. In this connection, the
Corporation has entered into Memorandum of
Understanding with M/s United India Insurance Company
Ltd., and M/s IFFCO Tokio General Insurance Company
Ltd. During the FY 2021-22, the Corporation has earned a
commission of Rs.49.57 lakhs [from both the insurance
companies] by giving a business of Rs.377.15 lakhs in the
form of insurance premium.

FUTURE OUTLOOK FORFY 2022-23:

The COVID-19 pandemic has caused an
unprecedented human and health crisis. The effects of
lockdown period have severely crippled economic
activities. During FY 2021-22 suitable measures were
taken to control pandemic covid-19. Due to these
measures, we can see positive sign in economic
activities, financial inclusion would continue to be our
policy priority. Reintroduction of modified interest
subvention scheme and interest subsidy scheme for
women entrepreneurs in 2021-22 would help MSMEs and
service sectors which enabled the Corporation more loan
sanction and disbursement.
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TARGET FORFY 2022-23 :

The Corporation for the financial year 2022-23 has set the
following operational targets:

Sanction : Rs.1010.00
Disbursement : Rs.710.00
Recovery : Rs. 740.00*

(*Including interest recovery of Rs.305.00 crore)

Concerted efforts will be made to achieve the target
and to improve the working results of the Corporation.
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