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Sril S N Prasad, IAS
Chairman
Statement made at the
62nd Annual General Meeting
Held on 27th, July 2021

Dear Share Holders,

It is my pleasure to welcome you all to the 62nd Annual
General Meeting of our Corporation. | am delighted to
present the 62nd Annual Report on the operations of the
Corporation, together with, the audited statements of the
accountsfortheyearended 31st March 2021.

During the Financial Year 2020-21, the Corporation
consolidated its financial position and recorded profits by
registeringa profit of ¥42.90 crore. The performance of the
Corporation is remarkable in the face of severe economic
distress caused on account of COVID-19 pandemic.

The Directors’ report and the audited financial statements of
accounts for the 62nd year ended 31st March 2021 have
already been placed with you. | presume you have had an
opportunity to go through the reportand hence | will take it
as read. However, | would like to take this opportunity to
share with you some of the salient aspects of the report.

Global Economy:

The global economy is set to expand by 5.6 percent in 2021- its
strongest post-recession pace in 80 years - in part underpinned by
steady but highly unequal vaccine access. The global recovery is
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highly uneven, growth is concentrated inafew major economies,
with most emerging market and developing economies(EMDEs)
lagging behind.

The recovery is expected to continue into 2022, with global
growth moderating to 4.3 percent. While about 90 percent of
advanced economies are expected to regain their pre-pandemic
per capita income levels by 2022, only about one-third of EMDEs
are projected to dothe same. As aresult, per capitaincome catch-
up with advance economies is expected to slow or even reverse in
many poorer countries.

Indian Economy :

The year 2020 was predominated by the COVID-19 pandemic,
posing the most formidable economic challenge to India and to
the world, since the Global Financial Crisis.

The growth in GDP during 2020-21 is estimated at (-)8.0 percent
as compared to 4.0 percent in 2019-20. Agricultural activities for
rabi harvesting and kharif sowing were largely unaffected by the
COVID 19 induced lockdown. Industry and Services are estimated
to contract by 9.6 per cent and 8.8 per cent during the year.
Within Industry, Mining is estimated to contract by 12.4 per cent,
Manufacturing by 9.4 per cent and construction by 12.6 per cent.
The utilities sector has shown a sharp recovery and is set to
register a positive growth of 2.7 per cent in 2020-21. Within
Service Sector, trade, hotels, transport & communication are
estimated to contract by 21.4 per cent.

Karnataka Economy:

The COVID-19 pandemic has caused an unprecedented human
and health crisis. The effects of lockdown period have been
severely felt because the production, consumption, exchange
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and other interdependent economic activities have crippled
industry at the National level and within the state. Losses of
employment and income have severely impacted the workers in
the informal (including unorganized) sector and poorer families
who are unprotected by statutory social security measures.
Despite the challenges and hardships imposed by the pandemic,
the achievements of Karnataka state are noteworthy.

The advance estimates of Gross State Domestic Product [GSDP] of
Karnataka for the FY 2020-21 highlights that at constant(2011-12)
prices the GSDP is likely to attain a level of ¥ 11,13,818.00 crore
with a growth of (-)2.6 due to lockdown measures imposed to
control COVID-19 pandemic.

The state ranks number oneinIndia Innovation Indexaswellasin
Renewable Energy. Its ranks 2nd in Milk production. State
Contributed 8% GDP of India and 40% to the country's IT exports.

The Per Capita stateincome (i.e. as per capita NSDP) of Karnataka
at current prices is estimated to be ¥2,26,796 showing a rise of
1.6% during 2020-21, as against32,23,175in 2019-20.

The Contribution of agriculture sector to the overall GSDP saw a
marginal increase from 12.16% to 13.15% in 2020-21 as against
2019-20. Industry sector saw a marginal decrease from 21.68% to
20.31%in 2020-21 against 2019-20. The Service sector the largest
component of GSDP saw a marginal increase from 66.16% in
2019-20 to 66.53% in 2020-21. The contribution of Real Estate
professional service and ownerships of dwellings' is highest with
(33.46%) in 2020-21 followed by manufacturing (13.11%), trade
and repair services(10.38%) and crops(8.57%).

Total export performance during 2020-21 (upto February 2021) is
USS 84,807.05 million. The share of Electronics and Computer
Software is 84% [USS 71,629.03] and merchandise exports share
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is 16% [USS 13,178.02 million]. Share of the state in Country’s
total export is 19%.

During the FY 2020-21 State Level Single Window Clearance
Committee (SLSWCC) approved is ¥15,270.66 crore towards 307
projects, which is projected to generate employment of 85,694
in the state. State High Level Clearance Committee (SLSWCC)
approved 337,464.10 crore towards 09 projects, which is
projected to generate employment of 25,909 in the state

Karnataka accounts for a significant share in the total FDI that
flows into India. Karnataka's share in total FDIl inflow into India
is USD 3,660 Million during 2020-21 (Up to November 2020),
which is 12 percent of India's total FDI inflow of USS 30,004
Million.

MSMEs form an integral part in Karnataka's industrial growth.
During 2020-21[till june] 82,227 MSMEs have been registered in
the state with an investment of %18,08,442.00 lakhs and
projected to provide employmentsto 5,42,890 person

STATE GOVERNMENT SUPPORT TO KSFC:

During the FY2020-21, the Government of Karnataka provided an
equity capital of ¥100.00 crore and interest subsidy of ¥172.25
crore under various schemes operated from KSFC as per details
indicated below:

1 Scheduled Caste Entrepreneurs: %¥42.50crore
2 Scheduled Tribes Entrepreneurs: 312.00crore
3 WomenEntrepreneurs: X67.75crore
4 First Generation Entrepreneurs: %¥3.00crore
5 Interest Subvention Scheme

for All Categories Entrepreneurs: ¥47.00crore

Total 3172.25 crore
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SUBSIDIES & GRANTS-IN-AID :

Under Textile Grant Scheme for Scheduled Caste and Scheduled
Tribe Entrepreneurs, a grantamount 0f320.56 crore was released
by Government of Karnataka during the FY 2020-21.

IMPORTANT POLICY DECISIONS DURING FY 2020-21 :

» Modification of Lending Policy.

> Identification and Prudential write off of doubtful / loss
assets.
Covid-19 Regulatory Package.
Freezing of Interest in respect of Pre-MoU Doubtful-lll & MR
Cases.
Up gradation of IT Infrastructure at KSFC.
Modified Interest Subvention / Subsidy scheme for new &
existing Micro & Small manufacturing enterprises and
manufacturing allied service activities enterprises.

»> Amendmentto Cadre & Recruitment Rulesand revisioninthe
manpower strength of the Corporation.

OPERATIONAL HIGHLIGHTS :
SANCTIONS:

During the FY 2020-21, Sanction of loans under various schemes
touched X 401.66 crores covering 445 cases as against I 667.81
crore covering 710 cases during FY 2019-20. Cumulative
Sanctions reached ¥ 18,286.38 crore covering 1,74,662 cases as
on31.3.2021.

DISBURSEMENT :

During the FY 2020-21, the disbursement was % 432.96 crore as
against ¥ 727.90 crore during FY 2019-20. The cumulative
disbursement of the Corporation reached ¥14,389.83 crore as on

31.03.2021.
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INVESTMENT, VALUE OF OUTPUT AND EMPLOYMENT :

The investment catalyzed by the Corporation during FY 2020-21 is
expected to be ¥ 2,574.60 crore resulting in value of output to
31,616.80crore and generating employmentto 5169 persons.

RECOVERY:

During the FY 2020-21, the Corporation recovered an amount of
3638.68 crore as compared to I720.85 crore recovered in the
previous financial year. The Corporation realized recovery of
344.53 crore in respect of Bad Debts [D-lll(Pre MQOU), D-llI
(Prudential), D-1Il (MR)] during FY2020-21.

Facilities extended by Corporation to the borrowers during
COVID-19-Pandemic period :

In the wake of COVID-19 situation, based on the relief measurers
announced by RBI/SIDBI the Corporation has extended following
tothe borrowers.

» Monthly principal installments falling due between
01-04-2020 and upto 31-08-2020 were postponed.

> Similarly, Interest installments falling due between
01-04-2020 to 31-08-2020 is deferred and the entire interest
for this period is demanded on 10-09-2020 along with the
interest and principal demand of 10-09-2020.

> No Principal and/or Interest installments are demanded
during the moratorium period between 01-04-2020 to
31-08-2020. Further, no penal and compound interest is
charged during this moratorium period.

> Inrespect of units covered under Interest Subsidy schemes of
Government of Karnataka for Scheduled Caste/Scheduled
Tribe/Women Entrepreneurs/First Generation/General
category, the borrowers have been allowed to make payment
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of the demanded amount excluding the interest subsidy
component.

> Rescheduling of Principal installments by extending
repayment period up to 2 years (including moratorium of 5
months already given) has been considered to units in
Hospitality and CRE Sectors.

» Funding of interest dues is considered on case to case basis at
concessional rate of interest at 10% p.a. and to be repaid
before 31-03-2021.

The Corporation has also extended the following facility to the
borrowers during FY 2020-21 year:

e The Corporation has revised the interest rates downwards for
MSME loans from 14%p.a.to 12% p.a. with arebate of 0.5% p.a.

* Pre-payment penalty has been discontinued and reduced the
foreclosure premium to 1% from 2% and made this applicable
only in respect of Standard accounts closed by way of take
over by Banks and Financial Institutions.

FINANCIAL RESULTS :

During the financial year under review, the Corporation earned a
gross revenue of I484.09 crore as against ¥358.81 crore in FY
2019-20. The profit forthe FY 2020-21is I42.90crore.

DIVIDEND:

Because of carry forward looses, no dividend is recommended
forthe financial year 2020-21.

TREASURY ACTIVITY:

During the year, the Government of Karnataka provided an equity
capital ¥100.00 crore. As on 31-03-2021, the paid up equity
capital of the Corporation stood at ¥795.39 crore, as compared to
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previous year 3476.94 crores. During the year 3318.45 crore of
share application money converted into share capital. The share
application moneyason 31.3.2021 stood at100.00 crore.

During the year the Corporation redeemed bonds amounting to
%217.00 crores. The outstanding of bonds decreased to ¥850.00
crore, whichwas31067.00 crore ason 31.3.2020.

During the year, the Corporation has availed Term Loan of
%150.00 crore from State Bank of India. Further the Corporation
has repaid I43.09 crore to State Bank of India and ¥100.10 crore
to Union Bank of India towards Term loan repayment.

The interest cost on bonds decreased to ¥85.80 crore from
%110.43 crore from the year 2019-20. The decrease is on account
of reduction of bond liability. Further, the Corporation has paid
%20.62 crore to State Bank of India and 320.12 crore to Union
Bank of India towards interest on term loan. The Corporation
paid, on cash basis, ¥14.50 crore (net off of GST) to the State
Government as guarantee commission during the year compared
to %13.44 crore (net off of GST) for the FY 2019-20.

The total long-term liability of the Corporation is decreased to
%1301.34 crore by the year end from I1561.52 crore as on 31-03-
2020. The total interest and financial expenses increased to
143.03 crore for the year 2020-21 from ¥136.63 crore for the
year 2019-20.

BUSINESS DEVELOPMENT & CREDIT RESEARCH :

The Corporation has taken major promotional activities to create
awareness of special schemes of the Corporation. During the year
Corporate advertisements were printed and released to
popularize the special interest subsidy schemes meant &
available for women, scheduled caste and tribes entrepreneurs
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and MSMEs sector inleading Kannada and English dailies.

Special market research, market survey and market study were
conducted to analyze scope and demand, market viability of loan
proposals and products etc., based on requirement of the Branch
offices /loan proposals.

Modified Lending Policy 2020 was introduced for smooth lending
and timely loan sanction.

The Corporation also participated in several industry related
programmes like Bengaluru Tech Summit 2020 [virtual], AERO
Show 2020 of Gol. The Corporation participated several events
organized by state level industrial bodies like KASSIA, FKCCI,
AWAKE etc., apart from industrial associations at district level. A
bi-monthly magazine “KSFC NEWS” is published and circulated to
create awareness about special schemes for special segments.

FINANCIAL SERVICE ACTIVITIES :

KSFC is acting as a Corporate Agent for marketing of general
insurance products. During the FY2020-21, the Corporation has
earned a commission of X58.56 lakhs from both the insurance
companies by giving a business of I458.41 lakhs in the form of
insurance premium.

CELEBRATION OF DIAMOND JUBILEE :

“Diamond Jubilee function was organized at Banquet Hall of
Vidhana Soudha, Bangalore on 30th January’ 2021.

Sri.B.S.Yediyurappa, Hon’ble Chief Minister, Govt. of Karnataka
released KSFC’s Diamond Jubilee Souvenir - Triumphant Sixty.
Dr. Ashwathnarayan.C.N., Hon’ble Deputy Chief Minister,
Sri.S.Suresh Kumar, Hon’ble Minister of Primary and Secondary
Education were also presentto grace the function.
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Hon’ble Chief Minister, also unveiled the Official Website of KSFC
containing the information of KSFC, its Branch offices Network,
Details of products and services of KSFC — especially special
schemes meant for Women, Scheduled Caste & Tribes, Minority,
Backward classes and other entrepreneurs. Newly designed web
site provides full information about the Corporation & its
performanceinthe past61years.

Coffee Table book -Triumphant Sixty contains the glimpses of
success stories of few assisted units by the Corporation.

FUTUREOUTLOOKFORFY 2021-22:

The COVID-19 pandemic has caused an unprecedented human
and health crisis. The effects of lockdown period have severly
crippled economic activities. In order to make the post-pandemic
recovery more inclusive and sustainable, financial inclusion
would continue to be our policy priority. Reintroduction of
modified 6% interest subvention scheme in 2020 would help
MSMEs, avail finance at concessional rates and also increase the
businessfor the Corporation.

TARGETFORFY 2021-22:

The Corporation for the financial year 2021-22 has set the
following operational targets:

Sanction: 700.00 crore
Disbursement: 3600.00 crore
Recovery: X730.00*crore

(*including Interest Recovery of¥315.00 crore)

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