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Sri ISN Prasad, IAS
Chairman
Statement made at the
61st Annual General Meeting
Held on 30th July 2020

Dear Shareholders,

It is my pleasure to welcome you all to the 61st Annual
General Meeting of our Corporation. | am delighted to
present the 61st Annual Report on the operations of the
Corporation, together with, the audited statements of
accountsfor the year ended March 31, 2020.

During the Financial Year 2019-20, the Corporation
consolidated its financial position and recorded profits by
registering a profit of I 44.92 crore. The Corporation
showed marginal performance in the area of operations by
sanctioning I667.81 crore.

The Directors' report and the audited financial statements of
accounts for the 61st year ended 31st March 2020 have
already been placed with you. | presume you have had an
opportunity to go through the report and hence | will take it
asread.
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However, | would like to take this opportunity to share with
you some of the salient aspects of the report.

GLOBALECONOMICSCENARIO:

Annual global GDP growth is projected to drop to 2.4% in
2020 as a whole, from an already weak 2.9% in 2019, with
growth possibly even being negative in the first quarter of
2020. The adverse impact on confidence, financial markets,
the travel sector and disruption to supply chains contributes
to the downward revisions in all G-20 economies in 2020,
particularly ones strongly interconnected to China, such as
Japan, Korea and Australia. A longer lasting and more
intensive corona virus outbreak, spreading widely
throughout the Asia Pacific region, Europe and North
America, would weaken prospects considerably. In this
event, global growth could drop to 1% per cent in 2020, half
the rate projected prior to the virus outbreak. (source:
Organisation for Economic Co-operation & Development-
OECD Interim Economic Assessment)

INDIAN ECONOMIC SCENARIO:

The Indian economy grew at 4.2 per cent in 2019-20, lower
than the 6.1 per cent figure registered in 2018-19, as the
Covid-19 pandemic adversely impacted economic activity in
the last month of the fiscal year, especially manufacturing
and construction.
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India's growth in Gross Domestic Product (GDP) during
2019-20 is estimated at 5.0 per cent as compared to the
growth rate of 6.8 per cent in 2018-19. The growth in the
'‘Agriculture', 'Industry and Infrastructure' and 'Service'
sectors is estimated to be 2.8 percent, 2.5 percent and 6.9
percent respectively.

KARNATAKA'S ECONOMY:

Karnataka State is on the mission to promote faster and
inclusive growth. This is evident from the achievements in
various key economic and social sectors, through inclusive
programmes and policies.

Karnataka Gross State Domestic Product (GSDP) with 2011-
12 as baseyearis expected to grow at 6.8% for 2019-20 and
reached312,01,031 crore.

The GSVA growth rate of agriculture sector is 3.9% in 2019-
20 compared to 4.8% in 2018-19. The industry sector is
expected to grow at 4.8% in 2019-20 as against a growth of
7.4% in 2018-19. The service sector is expected to grow by
7.9% in 2019-20 as against a growth of 12.3% during 2018-
19.

The per capita State Income of Karnataka (i.e. per capita
NSDP) at current price is estimated at ¥2,31,246 as
compared to 32,12,477 during the previous year. The state
is positioned at second place after Delhi in terms of per

capita State Income.
15
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The total value of exports of Karnataka during 2019-20 till
January 2020 was USS 84410.27 Million against All India
Export of USS 449887.74 Million which amounts to share of
18.76 per cent. The export performance of the State in
Software and Service exports alone was USS 70239.20
Million with a share of 38 per cent in India's total exports in
thatsector.

Karnataka is one of the five important places for Foreign
Direct Investments in India. Karnataka is the third largest
recipient of foreign direct investment (FDI) in the Country.
Karnataka received FDI amounting to 342,320 crore during
2019-20 having a share of 9.5% per cent to the total FDI
equity inflows into the country.

The State attracted industrial investment through State
Level Single Window Clearance Committee. The Committee
approved 203 projects with proposed investment of
312,694.27 crore and employment potential to 89270
persons. The State High Level Clearance Committee cleared
16 projects with a proposed investment of 322413.73 crore
and employment potential to 10374 persons.

MSMEs form anintegral partin Karnataka's Industrial Sector.
During 2019-20 (upto November 2019) 60,230 MSMEs have
been registered in the State with an investment of
312,09,434 crore and providing employment to 4,60,714

persons.
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STATE GOVERNMENT SUPPORT TO KSFC:

During the year, the Government of Karnataka provided an
equity capital of 100.00 crore and interest subsidy of
3 71.50 crore under various schemes operated from KSFC,
details asindicated below:

% Scheduled Caste Entrepreneurs: 3 39.50crore
% Scheduled Tribe Entrepreneurs : 3 12.00crore
% Women Entrepreneurs : % 10.00crore
% First Generation Entrepreneurs: ¥ 2.00crore
% InterestSubvention Subsidy : X 8.00crore

Total : % 71.50 crore

SUBSIDIES & GRANTS-IN-AID :

Under Textile Grant Scheme for Scheduled Caste and
Scheduled Tribe Entrepreneurs, a grant amount of ¥ 20.14
crore was released by Government of Karnataka.

OPERATIONAL HIGHLIGHTS

SANCTIONS:

During the year 2019-20, Sanctions of loans under various
schemes touched ¥ 667.81 crore covering 710 cases as
against 3 1098.73 crore covering 1056 cases during 2018-19.
Cumulative sanctions reached I17,884.72 crore covering

1,74,217 casesason 31-03-2020.
17
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DISBURSEMENT:

During the year 2019-20, the disbursement was 3727.90
crore as against 3665.90 crore during the year 2018-19. The
cumulative disbursement of the Corporation reached
313,956.87 croreason 31.03.2020.

INVESTMENT, VALUE OF OUTPUT AND EMPLOYMENT:

The investment catalysed by the Corporation in 2019-20 is
expected to be I4183.45 crore resulting in value of output
to 32,645.17 crore and generating employment to 9,591

persons.
RECOVERY:

During the year 2019-20, the Corporation recovered an
amount of ¥720.85 crore as compared to I736.35 crore
recovered in the previous year. The Corporation realised
recovery of 321.02 crore in respect of Bad Debts (D-lll pre
MoU) during 2019-20.

FINANCIAL RESULTS:

During the year under review, the Corporation earned a
gross revenue of 3358.81 crore as against ¥373.45 in FY
2018-19. The profit for the year is 344.92 crore. The
Corporation has paid an advance tax of 36.01 crore during
the current financial year.
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DIVIDEND:

Because of carry forward losses, no dividend is
recommended for the financial year 2019-20.

TREASURY ACTIVITY:

During the year, the Government of Karnataka provided an
equity capital of ¥100.00 crore. Ason 31-03-2020, the paid
up equity capital of the Corporation stood at 3476.94 crore,
same as last FY and share application money stood at
3318.45 crore, compared to share application money of
3218.45 croreason 31-03-2019.

During the year the Corporation redeemed bonds
amounting to 3218.00 crore, I141.00 crore on account of
60% redemption in respect of KSFC 8.58% Bonds 2020 and
377.00crore on account of 100% redemption in respect of
KSFC 8.23% Bonds 2020. The outstanding of bonds
decreased to ¥1067.00 crore, which was ¥1285.00 crore as
on 31-03-2019.

During the year, the Corporation has availed total Term Loan
of 500 crore. ¥250 crore from State Bank of India and 3250
crore from Andhra Bank. Further Corporation has repaid
35.44 crore to State Bank of India and %0.04 crore to Andhra
Bank towards Term loan repayment.
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The interest cost on bonds decreased to 3110.43 crore from
3122.44 crore for the year 2018-19. The decrease is on
account of reduction of bond liability. Further, the
Corporation has paid ¥3.51 crore to State Bank of India and
36.29 crore to Andhra Bank towards interest on term loan.
The Corporation paid, on cash basis, ¥13.44 (net off of GST)
crore to the State Government as guarantee commission
during the year compared to313.73 (net off of GST) crore for
the FY 2018-19.

The total long-term liability of the Corporation is increased
to31565.58 crore by the year end fromI1289.06 crore as on
31-03-2019. The increase is on account of ¥500 crore Term
loan borrowings from SBI and Andhra Bank. The total
interest and financial expenses decreased to 3136.63 crore
for the year 2019-20 from I139.01crore for the year 2018-
19.

BUSINESS DEVELOPMENT & CREDIT RESEARCH:

To promote business to the Corporation, several
promotional activities were taken up. Advertisements in
leading dailies were given to popularise the Interest Subsidy
Schemes. The department participated in several industry
related programmes like Bengaluru Tech Summit, FPO
Buyer-Seller Meet 2019, Global Exhibition on Services,
National Conference on Bio-Energy, International Women
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Entrepreneurs' Day, International Womens' Day and other
awareness programs. The department represented the
Corporation at events organised by state level industrial
bodies ie, Kassia, FKCCI, AWAKE etc., apart from industrial
associations at district levels. A bi-monthly 'KSFC NEWS' is
published and circulated. Market study on specific products
/ segments regarding scope / viability also prepared to
enable quality credit portfolio. An amount of Rs.1.88 Lakhs
was contributed to industrial bodies for the cause of

industrial promotion.
FINANCIALSERVICE ACTIVITIES:

KSFC is acting as a Corporate Agent for marketing of general
insurance products. Inthis connection, the Corporation has
an MoU each with United India Insurance Company Ltd., and
IFFCO TOKYO General Insurance Company Ltd., During the
financial year 2019-20 the Corporation has earned a
commission of ¥51.22 lakh (from both the Companies) by
giving a business of ¥375.99 lakh in the form of insurance

premiums.
FUTURE OUTLOOK FOR 2020-21

COVID-19 has delivered an enormous global shock, leading

to steep recessions in many countries. Industrial and

Services activity has plummeted in Asian region after global

demand collapsed. Business confidence in both
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manufacturing and services sectors have concomitantly

fallenin developing economies.

The financial year 2020-21 is a year where in the economy
has to face the "Challenges of Covid-19". The financial year
2020-21 for the Corporation also will be a mixed growth due
to the volatility in the economy of the State. Government of
India and Government of Karnataka are working out various
reliefs and concessions for MSMEs to recover from the
COVID-19 blow. Re-introduction of the Interest Subvention
Scheme during the coming year will also be a boon to the

entrepreneurs.
TARGETS FOR 2020-21

The Corporation for the year 2020-21 has set the following
very moderate operational targets:

Sanctions: 3600.00crore
Disbursements: ¥ 600.00 crore
Recovery 3600.00crore

(including Interest Recovery of 3300.00 crore)

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

ACKNOWLEDGEMENTS:

| take this opportunity to place on record my special thanks
and gratitude to the Government of Karnataka for all the
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support extended for the settlement of small loans, interest
subsidy and equity support.

Special thanks are also due to SIDBI, RBI, Government of
India, the Departments of Government of Karnataka, i.e.,
Department of Finance, Industries & Commerce,
E-governance, Social Welfare, Horticulture, Information &
Public Relations, Information Technology, Biotechnology
and Science &Technology, Women and Child Welfare for
their continued support.

| express my sincere thanks to LIC of India, HDFC, SBI Life
Insurance Company Limited, SHCIL, UIIC, Iffco-Tokio and
industrial bodies viz., KASSIA, FKCCI, AWAKE, e-MERG,
COWE, Cll & other industrial associations. Likewise thanks
are due to the Commercial Banks, Apex Bank, KSSIDC, KIADB,
KPTCL, VTPC, NSIC, MSME-DI and Karnataka Udyoga Mitra
fortheir co-operation.

| would like to thank the outgoing Directors Sri. Anil Kumar
Jha, 1AS, Sri K.S. Srikanth, Sri. Atul Kumar and Smt. R.
Anuradha for the guidance, support and contributions
made duringtheirtenure asdirectors.

| thank the entrepreneurs for reposing faith in the
Corporation, profuse gratitude to the shareholders for their
unstinted support and the investors in the bond issues of the
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Corporation. Special thanks are due to State Bank of India
and Andhra Bank for their timely sanction of term loan.

Finally, | wish to acknowledge the dedicated services and
efforts of the Managing Director, officers and officials of the
Corporation.

Thankyou,

CHAIRMAN

Date : 30.7.2020
Place: Bangalore
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