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CIRCUI.AR NO.1OO1

The Gouemment of Karnqtakq Lns introduced the Cred.it Guarantee Trust Fund Schemefor new Micro, SmalL & Medium 
-Enterprises for provtd.ing guarantees to KSFC for theloans sanctioned to th.e scheduled. caste' & 'sched.uiei rao" entrepr"nerr/s-. ifiGouernment has issued GO uide GO /Vo.tr).'R 

"to ^.,.f.+-*-f ri+i6. 20t?, eJaJrirod e.o,ot t2.I2.2OlT
which is enclosed at Annexure - I
A. 'l'he saLient Jeatures of the scheme are as foltouls:_

i. A corpus of Rs.10O.00 crore has been provid.ed. tn the Bud.get for ertendirlg th.eguerantee.

.ii Tte Scheme is implemented uith elfect from the d.ate of the GO i.e, j2.12.20 j 7.iii. TLte sche.me ,is appticabte for.the fittni sanctioned. bu KSFC, witi eJfect from ttedate of implementation of the scheme, for SC/ ST entrepreneurs for titeir neu
micro, small and medium enterprises-

iu. Ttte loa.n.s so.n.ctictn.ed for real elstate basiness like lagout Jonnation / conshactionof apartments/ commercial complex etc are not 
"ltgtOi 

yo, Collatera.l 
""iitgGuaronte e Co u er ( C SC C).

v. TIw guut utltee couer uill be appticabte Jor a ma.xinurm timit up to Rs.2.00 crore
subject to the follouing conditions:

Category Maxhnum
gud.ra.ntee eoaer bg
the gouernment /
tt-ust for the
collatera.l securlt!!

Rem(lrks

1) Working capital and uhere the loans
are onfu for mouable assels such as
borewelt rig units, commerci.al uelticles,
Jtnancing of plant qnd machineru tn
leased premises etc.

70oh of collateral
secwit!)
requirements .

The remaining 30%
is to be offered bg
th.e promoters.

2) In all other cases 100o/o of aollateral
se.uritlJ
requirements

operating Guidelines "tt@Security Guarantee Fund Scheme for Micro & Sma[
Enterprises for SC/ST Entrepreneurs.

4F:d dCco: d. nri.. o*r. !. Cdd, do. t/1, 3iloq d4, dost,icF d)o8c ddcl,! Ocroorarj dsd, dodg,/arb_s60 0s2
d-cd;ror5 !o.:{ mdnd.:22263322 vaou' ; 080-222s0126 e-;bcct ; info@ksfc.in du. : www.ksfc.in

HEAD OFFICE : KSFC Bhavan, No. 1/1, Thimmaiah Road, l'lear Cantonment Railway Station, Bangatore-560 052.
Telephone '. Gen :22263322, Fax:. 080-22250126, e,mail : info@ksfc.in Website : www.kstc.in
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Ttrc Corporation hos entered. into a Memorand.um of IJnd.erstanding taith the GoK,

a copy of tuhich is enctosed as Annexure - II.

KSFC tuill work out the collateral secuitg required as per the lending policy and
t)Jork out the guarantee couer required from GoK as per GO in case the SC/ ST

Entrepreneurs seek guarantee requirement from GoK.

The guarantee couers tttill be auailable for a maximum peiod of B gears

Tlrc cretTit guarantee sl:.,"ll be approued bg the GoK/'l'rust beJore Jirst
disbursement of the loan. A condition. to be inclttded in the COS, in this regard.

D. Coaeraqe gf t te cases wnder the Scheme.

1. After the sanction of loan to the eligible bonou.rcrs, the Branches should forutard
on applicatiurt fur c<tueruge under CoLtaterd.L Secwity Guarantee Sclteue dulg

ftlled in bg tle bonower and bg tLte Branch under the CSGS lo the DGM
(Controller) who uould in turn forutard it to the Social Welfare Department for
their approval to couer the proposals under the CSGS. Onlg afier the Gouernment
approual of the proposdl, tlle loan sanction ammunication should be issued- The
apptication fonnat is enclosed as Annexure-Ill.

One time guorantee fee of 1o/o on the Guarantee Couer Amount and annual
renewal fee of O.5Oo/o is pagable to the Gouernment / Trust which should be
collected/ reanered from the borrowers. Before tlrc f.rst dkbursem.ent of tle loan,
the onetim.e guarantee fee of 1o/o of the collateral Warantee cover amount should
be collected from the borrotuers bA the Branches- Furtlrcr annual renewal fee of
O.SOok of the allateral guarantee auer is to be colleded bg the Branches. This
amount shall be remitted to th.e Gouernment bg the HO Controller Department.
Annual renewal fee shall not be collected in those cases tuhere the claims are
lodged uith the Gouernment.

3. The Branch sLnll closelg monitor the borrower account, slnnll take pimary
secuitg as per th.e norms, insure the assefs and exercise all due diligence for
recoueing the dues.

C. Lodqinq of clrrirrr.s:

1. The guarantee can be inuoked bg KSFC tuithin a peiod of one gear after the
occount becomes an NPA-Doubtful category after initioting recouery action against
pimary assets and recalling loans.

2.
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2. The Gouernment ,/ l'rust shall pay,TSo/o of the guara.n]1eed rLmount on preferring ofclaims bg KSFC tuithin 6o days from tnL aatZ of ctaim and. batance 25oto u.till bepaid on completion of recouery proceedings of KSFC.

3 l(sFC shall exercise its ights to take ouer the secured assers o/ the bonou.tersand the amount realized., if ang, from the sale of such assets oi otirutise snaUbe appropiated to the dues in the account of the bonou-,e, t.for"-- it .t.,i^"remaining 25%o of the guaranteed amount.

4. lJ tlrcre rs exc?ss umount paid bg Gouernm.ent / Tntst ouer and aboue the dues oJ.I{SFC, such amount will be paid ha.ck hy. KSFC to C.rouemment / Tntst. KSIrCshall stLbm.it srt.ch st.atements / informition as tltc Gouernment / Trusl magrequire in connection uith credtt Jacilities under the scheme.

DGM (Controller), in consultation with the IT department, maV introduce necessaru GLcodes attd issue quidetirtes fo, acc.utttittg. i"uiopr Lhere is -a 
cap of Rs.roo ioie 1orcouerage amount. This should be monitored bg the DGM (Contro erj.

eUr^^*+ e-a-,^^,
MANAeTNQ 

lrREcroR
To:

All tlrc Rtvts/ AGMs/DGMs of Branch O.ffices
AII the AL;Ms of Audit Cells
All tle Departrnent Heu.ds in HO
EA to MD, Library
General Managers
Dxecutiue Director -I & I
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Karnataka State Collateral Sccurif Guarantee Fund Scheme forMicro_Small and Mejium f,nt".p.i"". - 
*-""""

INTRODUCTION

In the Budget of 2017_ l g the following is annirunced on the above subject:_

"considering the difficurties faced by the SC/ST entrepreneurs in furnishing coraterar security .to banks and KSFC while 
-avaitin! rr"r., il"-d;;:ri-"nt rru. formurated a scheme forestablishing a corpus runa or.fsr]ooJro." r"i', urJ.iJnce rrom creait Guarantee Fund rrustfor furnishing coltaterat secuiity.. _ 1par" itZi'-'

The oentrar covemmenl is o.perating thc Crctit c'arantee Trusr Fund Schemc (cGTMSr.:)for micro and sma' enterprises avairing ro;r;;-;mirciat trnt r, The Scheme covers creditfhcilities extended by Commercial Bnnls, to ; -t"grc'"i,elirl" borrower in the Micro and smallEnterprises sector for credit facirity til not u,."""j;;e si'iot*t G"giorol Rurar Banks / FinancialInstitutions) and (ii) not exceeding- 20b r"khr (s;;;;-;; commerciat Banks and select financialinstitutions) by way of tcrrtt Ioan anld/ or w.urki"e ;pilr"iuariii"s, without any collateral security anrl/ or third party guarantee. Thd. credit ruc ity eite"iea'tJ."tuit 
"nt".pl.es, educational institution,agricultural aclivities are not erigibre under this ,"r,"-".-s.-rr"aur"d 

":-p;;;#, "*""i*,*eligible for cover under this scheme

Kamataka Shte Financ-ial corporation {KSFCJ is not listed as eligible lending institution fbrguarantee cover under the Government of India iCfVSf scheme. KSFC is iniisting for thecoltateral securitv from the borrowers in the form or rru- r-a,'io;.. ;;;-;".';'Ji,'j'i,r**.' n*"0deposit etc.' The sc/ST borrow^ers are finding. it difii;i 
-i 

provide the coflaterar ,""?rry u.demanded bv the KSFC. Therefore, it is deciad-t; i;urot" o ."t 
",n" of providing collerateralsccuriSr covcrirrg tlru loans fr.orrr KSFC 

:
As per the Lending Roticy zots of Kamataka srate Financial corporalion, tt" 

"oitur".ut
security is made compulsory by KSFC for the following cui"gJ". of Loan:-

st.
No

Category ofLoan %o of Collateral security on-ian
amountI lrorffi

I 
high risk assets Iike vehicles, earth moving

I 
equipments, borewell drilling machine{

I 
wood based, chemicals, textiles, Agro anj
food based, industries etc.@
industrial unils erc. 

Iffil
components manu lacturing elc I

tuuyo to t 5"/o of the loan amount (no
collateral security is insisted on the loan
covering land and building)

2 )u7o oI the loan on plant and machinery
etc only. (no collateral security is insisted
on thp ln'. oiwa- f^. r^-..r ^--r i..:ir. ,

tJnly JUU/o on equipment.



is as u nder:.

l. Title of the Scheme

^.TheSchemeiscalledtheKarnatakaStateCollateralSecuriryGualanteefundSchemefor Micro-Small and Medium Enterprises of Scheduled castes and Scheduled Tribe for

borrowing loans from KSFC'
b. This SchJme is applicable for the ffi loans to be sanctioned by KSFC with effect from

. the date of iniplementation of the Scheme.

2. Definitions:

. For the purposes oftlis Scheme -

(i) ..Collateral Security" means the soourity in addition primary sccurity to bc givcn by

the borrowerers at prescribed percentages of loan sanctioncd for assets like plant and

machinery, equipments etc, other than land and building, as per the lending policy in
forae at the time ofsanclion of loan hyKSFC

0t) ,.Primary security" means the assets created from the credit facility (term

loan/working capitil) which are directly associated with the project or business for
. which the credit facility has been sanctioned.

(iii) .,Amount of default" means the principle and interest amount outstanding in the

accou t of the borrowerer in respect of term loan and working capital as on the date

of considering the'loan as NPA-Doubtful loan account as defined under the Asset. 
Classification guidelines issued by Reserve Bank oflndia.

(iv) "Collateral Security Guarnntec Covcr" means the muximum covcr availablc pcr
eligible borrower to the extent of thc collatcral sccari$r guarantee amount or non

.recoverable amount out of$ffi amount whichever is less.

(v) "Eligible borrower" means Micro-Small and Medium Enterprises iiom Scheduled
Castes and Scheduled Tribes of Kamataka to which credit facility has been provided

. 
.. r py the KSFC which could be proprietary concen),. partnership firm formed.under

: indian Partnership Act, Limited Liability Partnership firm established undeir I-,imited
I Llability partnership Act, Joint-Stock Company incorporated under the Companies
' Act . . 1956 or a Trust registered , under :tbe Indian

. . (vi) "Micro-Small and Medium Entcrprises" As per the MSMED Act- 2006 an
Trirsls Ast.

' "f,nterprise" rieans an industrial undertaking or a business concem or any other
establishment, by whatever name called, engaged in the manufacture or production of
goods or rendering of any scrvice or services; and "Micro-Small and Medium
Enterprises" are defined in the said Act.

(vii) "Government" means Government of Kamataka represented by the Social Welfare
' Department.
(viii) "Trust" means Karnataka Collateral Security Guarantee Fund Trust for SC/ST for

Micro-Small and Medium [nterprises established tbl adltilistering tltis Schcrrrc.

3.Conditions of the Scheme

(i) Eligibility Criteria: The SC/ST borrowers as defined at (v) pre-para \"/ho are availing
the loan for i!{'[ Micro-Small and Medium enterprises from KSFC are eligible for
Collateral Security Guarantee Cover (lterein lfler called ns C,SGC) under this
Scheme.
Incligible Borowers I oans Ior real eslate ht''irress like layoul f9rrtr6T\':r/cor t strtrcl ion
of aparlrnenls/cont'rcrcial cornplexes. retril trl.le. a3ricultu(al a.tl'ities ar. rtol

eli-e ible lor CSG('. :
il]
t" ),A
\\

(ii)



(iii)

:5:
It shall^safeguard the pri,lary sccurities taken frorn the bonorver in
!..:,.*i.9:i]iry _!,y_Jn,onitoling rhe account closeiv e,iiiJildiii"i;i;i:..ii.'ii:

o1l the

ll]1,1: -11lll 11! 
rreatc &ny chargc on drJsvcdriry h.rd i" ii; ;;;,;';;""#Trl: c-ia:*t:e 

;f;or 
the be=oefitJ ef a e guarantee. !'urtherthe KSFC r'utt r."

1-:,l13qyl asreement with the borrowe. 
"..G"iii.",'in" risht to list thedefaulted borrowbrs, names and particulars on ,t 

" 
' #;:.# '"#' ;ii:Govemment/Trust.

7. CLAIMS
fnvocation of guarantee

(D The KSFC may invoke the guarantee in respect of creclit facility w itltin a maximumperiocl of one year,from d e of flccounr becoming NpA-n"roA:; 
"ri"gr;, strTject torhe lollowing conditions :_

a' The guarantee in respect of the credit facility wh ich was in force it the rime ofaccount becoming NpA- Doubrfu I cnregory.

(iv) ll shall ensure that thc suarentoF ntqi_ ;-
borrower i, r" Je"d _iltr,s.'ilfl fr Tll',ir#' :;ff: !*'h :T* f *?. fi jwithin such time as mav be_spdcified by th" co;";;,n;;trr,urt io this behalf andthat there 

*."11 
,gt 

9," uny .a"Ly "" 
itr;; ;;;tify tii a"aurt in the bo'owersaccourt which shall result in the Governm"r,tff*.i-fu"ing higher guarantee

(v) The payment of guarantee claim by the Govemment/Trust to the KSFC does not in.nL *? take away .the responsibility of the KifC to .oou". the entireoutstanding amount of the creiit from the bo;.;^i sholl exersisc all thenecessary precautions and maintain its recourse to the borrower for entire amountofcredit.l'aciliry owed.by it.and initiatc.such ;";;,;;;tlurs for recovery of theoutstandirg amount with interest including su"t action'us-ray t" oaui"ui.fry ti,JGovemmenVTrust.

(vi) The KSFC.shall comply with such directions as may be issued by the(-iqryspnrngnffinlqr. from time ro rimc, for focilitoti;ts;u;;;rios id t'u guaranteedaccount' or safeguarding its. interest as a guarantor, is the Govemment/t-J;;;
deem fit and the KSFC shall be bound ,o irnplv *i n .".l air"iii.r"."" ' ' qr! "'cr

(vii) It shall, in Jespect of any 
_guaranteed account, exercise the same diligence inrecovering the dues, and safeguarding the interest of the Govemment/Trust in allthe ways open ro it as it mighihave eiertised io tn" no_ul 

"ou.." 
if;t;;;;;haj 

.bee^n 
firrnished by the Govemment/Trust. fn"-iSpC.f,uff, in particular,.r.rrelrain from any act of omission or commission, 

"itfr".Lfor" * ",bfi;;;;-'l:::rli." .oj eugrantee, which may dr"..;i; ;;i"";' the interest of the. uovernnlenu liust as the suarantor. In particulaq the KSFC should intinate the' Govomrheit/Irust whilc ."ntering. into any 
""rrp.".ir"? arrangement, whidhmay have effect of discharge may have effect on GSGC. The r-src .rr"ri'"i."

i*'l'il"TIi:,I::^*: 'l*1i ion in on agrccment wiltr the l.rr.rrower or otherwise,

b. After the moratorium period_ as fixed by.the KSFC, eirher tiom the date of lastdisbursement of the loan to,the borrower o.. tl" aut" oi puyrnen, .ryqe"".""r""lee in respect of credit facility, whichever is l"r*, h;.;;;*d 
{-],?

(ll,E
i\
\__i
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c. The amount due and payable to the KSFC in respect of tl.re credit facility has ffi
been paid and the account been classified as NPA- Doubtful category' Provided

that ihe KSFC shall not make or be entitled to make any claim on the

Government/Trust if the loss in respect of the said credit facility had occurred

owing to actions / decisions taken in confavention ofthe guidelines issued by the

GovernmenVTrus

d. The credit facility has been recalled and the recovery proceedings have been

initiated under due process of law- Mere issuance of recovery notice cannot be

construed as initiation of legal proceedings for purpose of preferment of claim

under CSCC. KSIC is ffi take filrther actiol for recovery as sontained in the

SFCs Act or other relevant acts/rules before submitting claims for part/full

guaranteed amount as the case may be ffom the Government/Trust and continue to

take measure for full recovery ofthe amount due'

'fhe claim should be prefened by the KSFC in such manner and within such time as

may be specified by the Government/Trust in this behalf.

The .GovernmenVTrust shall pay 75o/o of the guaranteed amount on prefening of
eligible clairn by the KSFC, within 60 days from the date of claim, subject to the claim

being otherwise found in order and complete in all respccts. Thc Government/Trust

shall pay to KSFC interest on the eligible claim amount at the rate as per agreement for
the period of delay beyond 60 days. The balah ce 25Vo of the guaranteed amount will be

paid on conclusion of recovery proceedings by the KSFQ-.IOn a claim being paid, the

Government/Trust shall be deemed to have been discharged from all its liabilities on

account ofthe guarantee in force in respect ofthe borrower concemed.

. (iv) 1 t|e cvcrrt uf accourr! bccolring NPA-Doubtful category, the KSFC shall exercise its

from the saie of such asseti or otherlvise and shali be appropriated tb the dues in the '

. . . adcount of the borrower before it claims the remains 250lo of guarante^ed the amount. i

. very action for recovery of
balancc ducs if any aftcr claiming remaining 2 5% -9|€!ggtegg-g4gunt, Flon9y91'

.afterconclusionofrecoveryp.o""iding.,ifthereisffi
Jt€3T"dfiRffin@ shall be reimbursed to the Government/Irust to the extent of amount

paid by the Govemment/Trust- Further if the borrowers come forward to close the

account in the normal course after claim is lodged, the KSFC shall reimburse the

guaranteed amount released by the Government/Trust, if any, with interest as per

agreement.

(ii)

(iiD

(v) The KSFC shall b6 liable to refund the'6..milii released by the Government/Trust
together with penal interest at lhe rate of 4%o above the agreed the Rate, if such a recall

is made by the Government/Trust in thb event ofserious deficiencies such as.lodgement

of the clairn more than once or where there is suppression of material information on

part of the KSFC for the settlement of claims. The KSFC shall pay such penal interest,

r.r4ren demanded by the Covernment/Trust, from the date of the initial release of the

clairn by the Government.' frust tothedate of relirrrtl of theclai-a

,M;v*
/\
\\\l
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-/:
(vi) The guarantec claim shall be submitted b}' rhe Head office ot rle KSFC. I he clairnsi.eceived from the braches ofKSFC will nrx U" a"r.ar;r"a
Subrogation ofrights and recoyeries on accountof claims paid
(D The KSFC shall furnish-to the Governmcnt/Trust, the detairs-ofits efforts for recovery,rearisarions and such orher informarion 

";;;;;';;-""ded or required from rime iorirne KSFC wit hold rien. on assers .r.u,";;u;;i;. credit facirirv extended to rhcbonower, on its ow_n behalf and ; -behaii 
of the Govemment/Irust. TheGovemment'/Trust shat.not 

"*...i.. uny .ub.l-giion .;gts una ,r,"i ii," .*p.".rurii,
;:,[.+.::*" 

of dues incruding ,rt""".r.i.r"r.ii'"",i orur..o,l,;:d,fi;:1il;,

(ii) Every amount recovered and due_ to be paid to the Goventme,nt/Tnrst shall be paidwithout detay, and if anyamount due ro rhe c.;.;r;#;,;;##il;il;:rl.,l';
a pcriod of 60 duys from the date on *t i"l, ii *^',rr.t recovered, interest shall bepayable to the Govemmenvrrust by KSFC at the ite whicrr is 4%o abovethe agreedRate foi the period for which p"y;;;";;, 

""io""airg "t".,i";;;,"-,;;;ffi;of60 days.

II{ISCELL NEUUS

Appropriation of anount received from the KSFC

The amount received from the KSFC shalr be appropriated in the order in which the annuarfee, penal interest and other charges have rarr"n'iu."rrJJ annual fee and the penar interesthave fallen due on the same datel then trre upp.op.latoir-h"tt u" -ua" firsl tuwards annualfee and then towards the penal. interest -i ?di;;;;;; any other charges payable inrespect ofthe eligible credit facility.

Government/Irust liability to be terminated in certain cases

( .)

9.

10.

(i)

(ii)

If the liabilities ofa bonow6r to the K'FC on account of any erigible credit faciriw . .. gttaranteed under this Schemo.ars transferyed or assignett to ariy #;;;r;;"; 
"il:ithe conditions as to the erioihirigr or tn" uo,,o*.i-u-J-,h"-ul'oun, of the facirity andany other: terms -d "onaiion.. ii;r, ;Lr;;;;"hi"i ?n" 

"r"ou 
facili6zi can beguaranteed under the Scheme are not sitisfied after the said transfer or a*;grL.* fn"guarantee in respect of the iredit facilifv shall be deerfieJ to-b" t"rminot.Jil'ir#

date of the said transfer or assignment.

If a borrower becomes ineligible for being granted any credit facilities under theScheme, by reason of cessation bf nis activi[, o, fri, ulra*ur.rng ceasing to comewithin the condition of this scheme, the liability of th" b"""-.*,rr*st in respect of
i"y:.:gjl facilities granted to him by a KSFC ";;;;;';;;"r" sha, be limired tothe liability of the bonower to the KSFC as on the iute on *f,;"t the borrowerbecomes so inetigible, subiect, however, to the li_;i;- o" the liability of theGovemmen'Trust fixed undlr this Scheme. H.;;;";, 

-;;;*;ihstanding 
the death orr-etiieTent of a partner where the borrower i, u pu.tn"rjip nri or the death of one ofthejoint borrowers, ifKSFC is entitred to continue the creiit iacihties to lhe survivingpartner or partners or the surviving borrower or borrowers, as thecase may be anA i?the credit facilities have not already become default "*.r"iifr" g**"r"; i" ."rp"",of such credit facilities shall not to be deemed to U" t".rni"utparr-,raph. -"-" u( to oe oeemed to be lerminate2Tovided in lhis

\l
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11. Returns and InsPections

The KSFC shall submit such statemeirts and furnish such information as

. Government/Trust may require in connection with any credit facility under

Scheme.

The KSFC shall'also fumish to the GovernmenVTrust all such documents, receipts,

certificates and other writings as the latter may require and shall be deemed to have

affirmed that the contents of such docum€nts, receipts, ceftificates and other writings

are true, provided that no claim shall be rejected and no liability shall attach to the

KSFC or any officer thereof for anything done in good faith.

The GovernmenVTrust shall, insofar as it may be necessary.for the purposes of the

Scheme, have the right to inspect or call for copies ofthe books of account and other

records (including any book of instructions or manual or circulars covering general

instructions regarding conduct of advances) of the KSFC, and of any borrower from

the KSFC. Such inspection may be carried out either through the officers of the

Government/Trust if any, or any other person appointed by the Govemment/Trust for
the purpose of inspectibn. Every officer or other employee of the KSFC or the

borrower, who is in a position to do so, shall make available to the officers of the

Government/Trust or the person appointed for the inspection as the case may be, the

books of account and other records and information which are in his possession- '

12. Conditions imposed under the Scheme to be binding on the KSFC:

(i) Any guarantee given by the Govemment/Trust shall be governed by the provisions of
the Scheme. as if the same had been written in the documents evidenoing such

. guarantee.

(ii) The K,SFC shall as far as possible ensure that the conditions ofany contract relating to
an acibunt gnaranteed under the Scheme are not in conflict with the provisions ofthe
Scheme buf not withstanding any provisiorr in arty otltcr document or contract, thc
KSFC shall.in relation to the Government/Trust be bound by the conditions imposed

the
this

(i)

(ii)

(iir)

under the Scheme.

Modifications and exemptions:

,:

13.

(D The Government/Trust reseryes to itself the right to nrodi$/, cincel or replace the
scheme so, however, that the rights or obligations arising out o{ or accruing under a
guarantee issued under tlre Schenre up to the date on which such modification,
cancellation or replacement comes into effect, shall not be affected-

(iD Notwithstanding anything herein contained, the Government/Trust shall have a right
to alter the terms and conditions of the Scheme in regard to an account in respect of
which guarantee has not been extended as on the date of such alteration.

In the event of the Scheme being cancelled, no claim shall lie against the
Government/Trust in respect ol facilities covered by the Scheme, unless the
provisions of this Scheme are complied with by the KSFC and{he validity of
guarantee which is in currency prior to the date on which the ctrfcellalion cortes into
f,.ce. ] /

MJI \)
/\
\\\i

(iii)
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14. Intcrp r.etation:

If any qucstion arises in rcgard to,thejnterpretatjorr of any of the provisions of the Scheme or ofany directions or instructiors or clarificatiJns giut"n i" ;o'n*",ion therewith, the decGr-on of theGovernmenl,/Trust shall be fi nal.

l5' Supplementary and generar provisions: h respect ofany maflernot specificary provided forin this Scheme' the Govemm,enr./r-" ,n"y rri."".r.ir,[it"n'"n,u.y o, additionar provisions orissue such instructions or cla.lrcatrons as rnay be necessary f"r ri," p,,rrp.r" .i;;ft:,n"#:,,
16' Forrnation of rrust : A s:parate order will be issued by the Govemment for formation of theTrust to implement this scheme.

17' Formation of the KSCSGC scheme imprementation committee: At present this Scheme is to
ffi'tr*ffi::lr?"fe fouowinc com.iri"" 

"t 
f," go""iilent level witt,r*i"r#iie 

","ru..,

KSCSGC scheme implcnrentation Comnrlltec:

Sl.No iN@ Designation

I .r\-Dlrrur(.;lpal becretary/Secretary, Social Welfare
Department

Chairperson

2.
')car sr y, Expenolnre, t malce Department

-

Member

J rv,(du4Brlrg urrector, KSf u Member

4. \_uruuussrenerr LElfnerce & lndustry Department

ffi epart-"nt Di."cto., st:
Welfare (respectively tbr SC/ST).

Member

5. Mernbci
Secretary

Thc Mcmbcr Secretary of re comrnittee shall initiate action in consultaiion withKalmataka State Finance Corporation to bring out tlrc necessary ao.urn"o,yio_uo
implgmentatign of :chemes. He also take I n*".r"ry actirin to maintain tho records

This KSCSGC scheme will be implemented with immediate effect.

(P
nlw

Under secreta

the
forl

etc.,.

l8' Release of Funds to meet thc collateral security liabitity: The Goyernmcnt will also issue thenecessary orders for releasc of funds to m€et the collateral security liability as and when arisesafter implementation of the scheme

This Scheme is approved by FD vide note No.FD 5 73 EX-3/201i Dated:r 5_r 1_2017.

S_qcial M.'elfa(w
(t/cl
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- The Additional Cbief Secretary/Sociat frif"." Departmen! Government of Karnataka i 
i

: i"-d gl"TT.n, The Karnataka State Collateral Secuiity Guaiantee Fund Committee fo. : IiScheduled Castes and Scheduled Caste/ Scheduled Tiibe (in short I(SCSGC), a Com;itte; li:constituted vide Go. No. SWD 210 sl-p 2017, Bangalore dated 12 the Deiernber 2017, for :.i
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This Agreement is made and executed at BANGALoRE'on this the 07-03-201g
BY

The Additional Chief Secretary/Social Welfare Department, Government of Karnataka
and Chairman, The Karnataka State Collateral Secuiity Guaiantee Fund Committee for
Scheduled castes and scheduled caste/ scheduled riibe (in short r(SCSGC), a committee
constituted vide Go. No. SWD 210 sl-p 2017, Bangalore dated 12 the Deiernber 2017, for

e-Stamp

ll. Th€ onus orcheckinq the r:, :..,;isrothcusersoflhe..din.:i
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Karnataka State Financial Corporation, here afterwards referred to as

"KSFC', a body colporate, constituted under the State Financial Corporations' Act'

1951, having its Head Office at No.1/1, KSFC Bhavana' Thimmaiah Road' Near

Cantonment Railway Station' BANGALORE-560 052 on the Second Part'

representecl by Managing Director, which expression shali, unless excluded by or

repugnant to the context includes their successors and assigns'

WIIEREAS the Government of Kamataka in its budget of 20L7 -l8has proposed

a scheme for providing guarantee tbr the loans availed by SC/ST entrqlreneurs who

are unable to provide collateral security for loans sanctioned by KSFC. Accordingly,

a scheme has been formulated by establishing a co{pus fund of Rs'100 crores for

extencling a.ssistance in the form of guarantee in lieu of collateral security for loan

sauctioncd by KSFC to eligible Scheduled Castes and Schcdulcd Cagt/ Scheduled

Tribe Entreproneurs.

The second Party is body corporate established under the state Financial

Corporations' Act 1951, for the implernentation of industrial policy of the State by

providing financial assistance to needy entreprenours for establishing micro, small

and medium enterprises. The Second Party being an entrty working on commercial

principles insists on securities for the financial assistance pro,rid"d by way of primary

and collateral securities.

The First Party Kamataka State Govemment to

entrepreneurs has formed a scheme for furnishing

address the problems of SC & ST

collateral security and has issued

Government ordcr. No. G.o. No. SWD 210 St.P 2017 $1 iinplementation of tire said

)/ .^

"#G.{- W./"r l -f



scheine ar(l Fjrst party is cniitsted with tbe

scheme to extend the collateraj guarantee cover

the Second Party. The First party and Second party for the aforesaid purpose are

entering into an Agreement for operating the said scheme. Now, it is hereby agreed

by and between the parties hereto as follows:

I. Title of the Scheme:

The Scheme is called the Karnataka State collaterar Security Guarantee Fund
scheme for Scheduled castes and scheduled Tribe borrowereis for rvr[ro-small
and Medium Enterprises for borrowers of KSFC.

a. 'l'his scheme is- applicable for only new loans to be sanctioned by KSFC
ef,lective from the date of implementation of the Scheme.

2. Definitions:

In thisAgr. eement the foilowing will have the meaning assigned below
Ibr tJre purpose of this Scheme:

"Collateral Securityt means the security in addition primary security
to be givgn- by the borrowerers at prescribed percentagej of loan
sanctioned for assets like plant and rnachinery equipmeits, currcnt
asscts other thao la'd rurd building, as per the lending poticy in force at
the time of sanction of loan Uy fJiC. ^

('Primary sccuriQr" mcans thc assets created from the credit facility
(term loan/working capitar) which are directly associated with the
project or business for which the credit facility has been sanctioned.

'6Amount of default" means the principle and interest amount
outstanding in the account of the borrowerer in respect ofterm loan and
yorking capital as on the date of considering the loan as NpA-Doubtful
Ioan account as defined under the Asset classification guidelines
issued by Reserve Bank of India.

rc:;ponsibility oi adurinistcring thc

to the borrowers availing loans ffom

(,)

(r)

r)

(ii)

(iii)

(iv) "collateral Security Guarantee cover, means the maximum cover
availablc ner eligible borrower to the extent of rhe collateral securit.r
guarantec amount o1' non r,:coverable amount out of outstandirLl;
amount rv1:ichever is less.

O;"- ;.nil ",.-



(.,,i ''Eligible borl-tl'.ver', means jdicl-tl S]nall and \4ediullr Entetpnses

from Schedulecl Castes and Schedrrlcd Tribes of Kamat:ika to which

credit facility has been provided by the KSFC which could be a

proprietary clncem, partnership firm formed under Indian Partnership

act, fmitJ Liability Partnership firm estabiished under Limited

Liability partnership Act, Joint-Stoik company incorporated_under the

Companiis Act i9i6 or a Trust registered under the Indian Tmsts Act

or a Society registered under Karnataka Societies Act'

(vD ,.Micro-small and Medium Enterprises" means an industrial

undertakingorabusinessconcemoranyotherestablislmentby
whatever name called, engaged in the manufactue or production of
goods or rendering of any service or services as defined in the MSMED

Act,2006.

(vii) .,Governmentrt means Government of Kamataka represented by the

Social Welfare DePartrnent.

3. Conditions of the Scheme:

(i) The sc/sT borrowers as defined at (v) pre-para who 9re availing the

loan for new Micro-Small and Medium enterprises from KSFC are

eligible for collateral Security Guarantee cover (herein afiet called as

CSGq underthis Scheme.

(ii) The Collateral guarantee cover will be available for a period of 8 years

from the date or guarantee or date of loan termination whichever is

earlier or such period as may be specified by the Govemment from time

to time.

The Second Party KSFC shall not be entitled to a Sual'antee in respect of
any cligibtc crcdit facility granted by it to the eligible borrowers unless it
hai obtained consent in writing from First Party-

The borrower(s) shall produce the Caste Certificate from the competent

authorities to' avail CSCC. All parftrers/directors of firm/company/
members of the trust or society shall be from SC/ST category holding
1 00 o/o share capitaVcorPus.

The CSGC shall be approved by the Committee before disbursal of loan'

{-)

aj

(ni)

(iv)

(v)

(vi) The extert of CSGC to be extended under this scheme :-

,wr^:- w
-t' 

i



a. The rlaxinum extcnt of CSGC is lirnited to fircLl p€rcentage as pe__prer,aiiing Lending policy of JiSFC ibr the credit facility s..nctioneafor the assets other than iand and building subject to the maximum
ceiling of Rs.2.00 crore oniy per borrowerl

b. The KSFC shall communicate to the Trust the extent of CSGC
required while sanctioning the credit facility and thereafter the
required CSGC will be provided. The extent ofguarantee cover is as
under.

i)

i')

Category Maximum guaranG
cover by the
govemmenVtrust for
the Collateral security

Re,marks

I Working cepital and Where thc'loans are only for movable
assets such as borewell rig units,
com-mercial vehicles, financing
of plant and missionary in leasal
prcmlses etc.,

70 Vo of collateral
security requirements

The ronaining 30% is
to be offered by the
promoted'.

In all other cascs 100 % of collateral
security requirements

(The guarantee cover is subject to maximum ceiling of Rs.2.00 crore per
borrower)

(vii) The borrower is liable to repay the entire outstanding loan amount
irrespective of collateral security guarantee amount. The liability
of government cqrses on the payment of last installment of loan.
It, KSFC remvers the full outstanding amount from the borrower
after invoking and adjusting colrateral security guarantee :urount,
in such cases_tle collateral securify guarantccairount, full or part
thereof,, shall be refunded to the Govemment.

4. Responsibilities of KSf,'C under the scheme:-

(D It shall evaluate credit applications by using prudent banking norms aad
shall use their business discretion / du; dilig;;e in selecting Jommercially
viable proposals and conduct the account(s) of the borrow"ir *itr, normal
banking prudence.

(ir) It shall closely monitor thg



(iii)ilshallsafeg.;arcl:hc1li-rmarysecuriticst:r<enfromt]rebo;ro.wctirrrespcct' ' of ihe credif facilit;' iiy nLonitoring the acrount closely and eusure thaf tire

asseis are insured 1or the risks of ire, riot, slrikes or malicious dan'rage and

co-prchensi.'e insurance in respect ofloans given to transport vehicles'

(iv) It shall ensure that the guarantee claim in respect of the credit facility and
'- ' Looo*"r is lodged with"the Government in the form and in the manner and

within such time as may be specified by the Government in this behalf and

that there shall not be any ielay on its part to notify the default in the

borrowers account which shall result in the Government facing higher

guarantee claims.

(v) The payment of guarantee claim by the Co-mmittee to the KSFC does not in

any iay take aiay the responsi6itt o{ the KSFC to recover the entire

onirt*dittg amouniof the credit from the borrower. It shall exercise all the

o"""$ury f,recautions and maintain its recourse to the borrower for entire (i
amount of credit facility owed by it and initiate such necessary actions for

.""ou"ry of the outstanding amount with interest including such action as

may be advised bY the Government-

(vi) The KSFC shall comply with such directions as may be issued by the

Covcmment, from timi io time, for facilitating rccovsrics in the guaranteed

account, or safeguarding its interest as a guarantor, as the Government may

deem fii and thc KSFC ihall Ue bound to comply with such directions.

(vii) It shall, in respect ofany guaranteed.account, exercise the same diligence

all the ways open to it as it might have exercised in the normal course if no

guarantee-had been furnished by the Trust. The KSFC shall, in particular, (.._l

iefrain from arty act of omission or commission, either before or

subsequent to invocation of guarantee, which may adversely_affect the

interest of the Trust as the guarantor. In particular, the .KSFC should

intimate the Trust while entering into any compromise or arrangement,

which may havc cffcct of discharge may havo effect on CSGC' The

KSFC shall also en$lre either through a stipulation in an agreement with
the borrower or otherwise, that it Shall not create any charge on the'security

held in the account covered by the guarantee for the benefit of any account

not covered by the guarantee. Further the KSFC shall secure for the

Govemment oiits appointed agency, through a stipulation in anagreement

with the borrower oi otherwise, the right to list the defaulted borrowers'

names and particulars on the Website of the Govemment'



5- Tlre gua.antce icc and Annuar r{er.i,ar Fee for CScc is to be paid by t{SFCto the First Parfy- as under:-

a. 1%o of the CSGC amount as one-time fee and annual renewal fee at0.50% of amount every year over the period of continuation of
guarantee or tilr the account become doubtful NpA whichever is earlier.

b. The KSFC may recover the guarantee fee/annual renewal fee from the
oorrowerer at its discretion or out of its own funds.

c. The Guarantee Fee shall 
_be 

paid upfront to the Government by KSFCwitfin 30 days from thc datc of Fint Disbursement of credit a"iUty o.
such date as specified by the Trust. The Annuar Renewal nee witi te
paid on the due datc commencing from the end of fust year fro'r trre
date ofpayment ofGuarantee Fee]

In 
!_h9 gvent of non-payment of annual renewal fee, CSGC shall not be

available to KSFC unless the Trust aggee for continuance of CSGC and
KSFC^pays pcnal intorsst ou the Annual Renewal Fee due and unpaiJ
witlr cffoct from with interest at 4%o p.a. or at suoh rates specified by the
Trust from tirne to time for the period of delay.

'lhe guarantee fee and / or annual fee once paid by the KSFC is non-
refundable excqrt under certain circumstances likc -

d.

9.

(i) Excess remittance

a_)

(ii)

(iii)

(iv)

(v)

Remittance made more than once against the same credit application

Guarantee fee & / or annual service fcc not duc

Guarantes fee paid in advance but application not approved for guarantee cover
under the scheme, etc.

The csGC will commence fi'om the date ofpayment of guarantee fee and shall
run through the agreed tenure of the loan.

6- Any notice required to be served on the surety shall for the purpose of this
agreement, be deemed to be sufficiently served if it is left at the above place of
address or residence of the surety or affixed on any part of the schedule properties



regisleroC le1ter ivculd in lhe orclinarl' coutse be delivclt;ii even ihough retlrned

rrnseiveC on accoul.lt of refusal, if any parly or other-wise ltorvsoever'

7. CLAIMS

Invocation of guaratrtee

ll.

1. The moratorium period for recovery of instalments etc, will be as per the policy

oi 11'" fSfC. Normally, the cotlatlral security guarantee shall not be invoked

during the moratorium period except in extraordinary situation'

TheKSFCmayinvoketheCSGCprovidedunderthisschemebylodgingthe
claim with thi Govemment within a period of one year after the account

u"**"r MA-Doubtful category after initiating recovery action against the

primary assets and recalling the loans.

iii.The KSFC may invoke the guarantee in respect of credit fac/|litywithin a

maximum ieriotl of one year from dyte of account becoming NPA'
Doubtfut citegory subject to the following conditions:

a. The guarantee in respect of the credit facility which was in force at the
' tlrne of account becoming NPA- Doubtful category.

b. After the moratorium period as fixed by the KSFC, either from the date of
last disbursement of the loan to the borrower or the date of payment of the

guarantee fee in respect of credit facility, whichever is later, has elapsed.

The amount due and payable to the KSFC in respect of the credit facility
has not been paid and the account been classified as NPA- Doubtful

category.

The credit facility has been recalled and the recovery ploceedings have

been initiated under due proc€ss of law. Mere issuance of recovery notic€

cannot be construed as initiation of legal proceedings for purpose of
preferment of claim under CSGC. KSFC shall take further action for
;;;"*.y as contained in the SFCs Act or other relevant acts/rules before

submitting claims for paryfull guaranteed amount as the case may be from

the Trust td continue to take measure for full recovery of the amount due.

The claim should be preferred by the KSFC as and when the borrower

committed defauit and fallen to doubtful category.

r" 
'l

d.

l. The lrirst Parly shall pay 15o/" of ',t-e guaranteed amo tt on Prefe;ring of
ys lrom the date of clainr.

,-i\
UW--14'
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g' the Firsl Party shall pay to second pafty intercst on the erigible claim
amount at the rate as per I oan Agreement / Mortgage Deed for the pedod of
delay beyond 60 days. The balance 25% of the"g';aranteed amount wilr be
paid on conclusion ofrecovery proceedings uy tni rsFc. on a claim being
paid, the First Parry shall be deemed to ttuv" been discharged from all its
liabilities on account of the guarantee in force in respect Jf th" bo..o*".
concerned.

h. In the event ofaccount, becoming NpA-Doubtful category,the KSFC shall
exercise its rights, if any, to take over the assets of tie frrrowers and the
amfirt realised, if any, from the sale of such assets or otherwise and shall
be appropriated to the dues in the account of the borrower before it claims
the remains 25o/o of gtaranteed the amount. Furthcr the KSFC is libcrty to
proceed with further recovery action for recovery of balance dues if any
after claiming remaining 25yo of guaranteed amount. However, after
conclusion of recovery proceedings, if there is excess amount over and
above the dues of KSFClshall be reimbursed to the First Party to the extent
of amount paid by the First Party. Further if the borrowers come forward to
oloso tle account in the normal course aftor claim is lodged, the KSFC
shall reimburse tho guaraoteed amount released by the First party, if any,
with interest as per agreement.

i. Thc guarante€ claim shall be submitted by the Head office of the KSFC.

8. Subrogation ofrights and recoveries on accolnt ofctaims paid

(i) The KSFC shall furnish to the First party, the details of its efforts for
recovery realisations and such other information as rnay be demanded or
required from time to time. KSFC will hold lien on assets created out of the
credit facility extended to the borrower, on its own behalf and on behalf of
the Trust. The First Party shall not exercise any subrogation rights and tlat
the responsibility of the recovery of dues including takeover o? assets, sale
of assets, etc., shall rest with the KSFC.Every amount recovered and due to
be paid to the First Party shall be paid without delay, and if any amount due
to the First Party remains unpaid beyond a period of 60 days from the date
on which it was first recovered, hterest shall be payable to the First party
by KSFC at the rate charged to the bonower for the period for whicl
payment remains outstanding after the expiry of period of 60 days.

9. Appropriation of amounl .-eceived by KSFC

The amount reccrved by KSFC shal, be appropriateci lr the order in
r"'lri.;lr the u*uut t r,,;,fi intcrest and t,rj r:r charges have iui,cn due. If the

*l ,.^n ..- {$), ^ e

(-')



annual loe itnc th3 penal intcr est have failen duc crt the same datc, ilrtr,l tlre

appropriaLiclnshallbemadeirlsttovJaldsarrnual{.eeancthentor'val.tls1llc
f'"iul'int"r".t and finally towarcls any other charges payable in respccl of tire

eligible credit facilitY-

10. Termination of liability to be terminated in certain cases

If the liabilities of a borrower to the KSFC on account of any eligible

credit facility guaranteed under this scheme are transferred or assigned to

any other boiower and if the conditions as to the eligibility of the

bo-rrower and the amount of the facility and any other terms and

conditions, if any, subject to which the credit facilify can be guaranteed

under the Scheme are not satisfied after the said transfer or assignment,

the guarantee in respect of thc credit far:ility shall be deemed to bc

tenninated as liont the tlate of the said transfer or assignment'

If a borrower becomes ineligible for being granted any credit facilities

under the Scheme, by reason of cessation of his activity or his

undertaking ceasing to come within the condition of this scheme, the

liability of the Trust in respect of any credit facilities granted to him by a

KSFC under the Scheme shall be timited to the liability of the borrower

to the KSFC as on the date on which the borrower becomes so ineligible,
subject, however, to the limits on the liability of the Trust fixed under

this Scheme. However, notwithstanding the death or retirernent of a
pafilqr whcrc thc bonower is a partnership firm or the death of one of
iheloint borrowers, if KSFC is entitled to continue the credit facilities to

the surviving pa.rher or parhers or the surviving borrower or borrowers,
as the case may be and if the credit facilities have not already become

default aecount, the guarantee in respect of such credit facilities shall not

to be deemed to be terminated as provided in this paragraph.

(D

(ii)
o

11. Returns and InsPections

(i) The KSFC shall submit such stateureuts and furnish such infonnation as

the Fint Party may require in connection with any credit facility under this

Scheme.

(ii) The KSFC shall also fumish to the First Parry all such documents,

receipts, certificates and other writings as the latter may require and shall be

deemed to have affirmed that the contents of such documents, receipts,

certificates and other writings are true, provided that no claim shall be

rejected and no liability shall attach to the KSFC or any officer thereof for
anything done in good faith.

r1t/
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(iii) The fir.si Party shall, i'rsofar as it may be r:ce ssaiy for the pi.rr poses of
the Sche're, have the riglrt to inspcct or call fo. copies of the books of
account and other records (includi'g any book of instirctions or manual or
circulars covering generar instructions iegarding conduct of advances) of
the KSFC, and of any borrower from thekSFC-. Such inspection may be
carried out either through the officers of the Government/Trust if any, or
any other person ap-pointed by the Government/Trust for the puqpoJe of
inspection. Every. officer or other employee of the KSFC or the bonower,
who is in a position to do so, shalr make available to the officers of the
Govemment/Trust or the person appointed for the inspection as the case
may b, the books of account and oiher records and information which are
in his possession.

12. Couditions imposed under the Scheme to bc blndtng on the KStrC:

(t 
,Any guarantee given by the Trust shall be govemed by the provisions of

the scheme as if the same had been written in the documents evidencing such
guarantee.

(ii) The KSFC shall as far as possible ensure that the conditions ofany contract
relating to an account guarantccd under the soheme are not in conflict with
the provisions of the Scheme but not withstanding any provision in any other
document or contract, the KSFC shall in relation to the Trust be boundby the
conditions imposed under the Scheme.t 

"1?f *,:ea\ 
' .'eAtsnetflsrlmrlalsl 'M

13. Modi{icauonsana exemptions: '*ffinff*:.: , . ltlrti. , .,'

(l) Thc GovernmenlTrust leserves to itsclf the right to modif, cancel or
replace the scheme so, however, that the rights or obligations arising out
of; or accruing under a guarante€ issued under the Scheme up to thcdate
on which such modification, cancellation or replacement comes into
effect, shall not be affected.

(ii) Notwithstanding anything herein contained, the Government/Trust
shall have a right to alter the terms and conditions of the Scheme in
regard to an account in respect of which guarantee has not been extended
as on the date ofsuch alteration.

(iii) In the event ofthe Scheme being cancelled, no claim shall lie against
the GovernmenVTrust in respect of factlities covered by t're Scherne,
ur.less the provisiors :rf this Schcrne are complied with by tirc KSFC and
tr: validity of guara,li,ee which is in cur.t)ncy prior to the cia.e on which
tlr ' cancellar ion corll ) into forcc.

^lt /Ll
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(iv)ltismutuallyagreedthatanyaddition/ajteradon/mo<iificaticlrrs
needed to implemeit the scheme more effectively may be caused to this

Agreementbymeansofanaddendumwhichshallbeinwritingand
signed by both the Parties.

IN WITNESS WHEREOF the Corporation has

Managing Director Dr. Ekroop Caur, IAS, a:rd

Gusrontee Fund Committeo has sot its hand hsre to

day, month and year first written herein above'

SIGNED AND DELfVBRBD-}f thc

within named KSCSGC and the hand of

Sri M, laksbminarayan IAS its Chaiman

M. Lalchmlnarafana n8.,
AdditooC gtldsocr*t h Goratmtl

6ofliffro?Jffi

set its hand hereto through its

Kamataka Collateral SecuritY

through its Committee, on thc

z
SIGNEDANDDEL D bythe

within named KSFC by the hand of

smt Dr. Ekroop Caur, IAS, its M D

Dr. Ekroop Gour, l:As. l

. lvlonoging Director
IGRMTAM STATE FINANCIAL CORPORATION ]

'KSFC Bhav8n' No.1/1 , ThiffiBldh Road

Bengaluru - 560 052

{_r
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4. The guarantee fet rod Annuar Renewar r.!.e for csGC is to bc y,aid by KSFC to the
GovernmenVTrust as under:-

a. 1% of the CSGC amount as one-tirne fee and annuai renewal fee at 0.50%o of
amount every year over the perjod ofcontinuation ofguarantee or till the account
become doubtful NPA whichever is earlier.

b. The KSFC may recover the guarantee fee,/annual renewal fee from the
borrowerer at its discretion or out of its own funds.

c. The Guarantee Fee shall be paid upfront to the Govemment/Trust by KSFC
within 30 days from the date of First Disbursement of the credit facility or such
date as specified by the Govemment/Trust. The Annual Renewal Fee will be paid
on the due date commencing from the end offirst year from the date of payment
ofCuarantee Fee.

d- ln the bvent of non-payment of amual renewal fee, CSGC shall not be available
to KSFC unless the Government/Irust agree for continuance of CSGC and
KSFC pays penal interest on the Annual Renewal Fee due and unpaid with effect
fiom with interest at 4yo p.a. or at such rates specified by the Govemment/Trust
from time to time for the period of delay.

e. The guarantee fee and / or annual fee once paid by the KSFC to the
Govemment/Trust is non-refundable except under certain circumstances like -

(D Excess remittange :

(iD Remittance made more than once against the same credit application
(iii) Guarantee fee & / or annual service fee not drre . .

(iv) ' Guarantee fee paid in advance but application not approvedTor
guarantee cover under the scheme, etc. : '

(v) The CSGC will commence from the date of payment of guarantee
' fee and shall run through the appeed tenure of the loan.

5, Agreement to be executed by the KSFC

The KSFC shall not be entitled to a guarantee in respect of any eligible credit facility
granted by it to the €ligible borrowers unless it has entered into an agreeinent with the
Govemment/Trust in such form as may be required by the Government/Trust under this
Scheme.

6. Responsibilities of KSFC under the scheme:-

(i) It shall evaluate credit applications by using prudent banking norms and shall use
their business discrbtion / due diligence in selecting commercially viable proposals
and conduct the account(s) ofthe borrowers with normal

{.4

(ii) It shall closely monitor the borrower account.



(iiD

(iv)

(v)

(vD

(viD
(viii)

:J:

The Colldcral guarantee cover rvill bc available for a pericrd of 8 years fiom the ciate
of guarantee or date of loan terlrlin:rtion whichever is earlier or such period as may bc
specified by the Government from lime to time.
The bonower(s) shall produce the Caste Certificate from the conrpetent authorities to
avail CSGC. All partners/directors of firm./company shall be from SC/ST category
holding 100% share capital.
The moratorium period for recovery of instalments etc, is as per the policy of the
KSFC. Normally, the collateral securit5r guarantee shall not be invoked during the
moratorium period except in extraordinary situation.
The KSFC may invoke the CSGC provided under this scheme by lodging the claim
with the Govelunent within a period of one year after the account becomes NPA-
Doubtful Category after initiating recovery action against the primary asscts and
recalling the lonns-
Tho CSGC before disbLrrsal of loan.

!-,)

The extent ofCSGC to be extended under this scheme i

a.. The maximum extent of CSGC is limitcd to. fixcd percentage as per prevailing
Lending Policy of KSFC for the credit facility sanotioned for the assets other
than land and building subject tb limiting the cover to maximum of Rs.2.00
crores only.

b. The KSFC shall communicate to the Trust the extent of CSGC required while
sanctioning the crodit focility and thcrcafter re required CSGC will be provided.
The extent of guurantos cover is as under.

Category Maximum guarantee cover by
the governmenvtrust for the
Collatoral security

RemarkS

I ) Working capi0
and Where the
loans are only for
movablu assets

such as borewell
ng units,
commerciaL

' vehicles, financihg
of nlant and

70 %o of collateral security
requirements

The remaining 30%. is to be
offered by the promoter.

machinery in
leased premises
etc.,

2) In all odrer cases 100 Yo of collateral security



ANNDXT]RE - III

APPLICATION FOR CREDIT GUARANTEE COVER
(under credit Guarantee cover Schene for SC/ST entrepreneurs of covernnrent of Karnalaka)

PART-I

Namc of thc unit / firm
/company

2 Address: a)Office:
b)Factory

3 Constitution Proprietqly/partnership/company
4 Narnes ot tlre prontoter' /

partners / Directors
r)
2)
3)

5 Size of the industry Micro/Small/Med ium
6 Activity
7 Loan applied Terrl Loan:

WCL:

DECLAR TION

We hereby declare that all the promoters/paftners/Directors of the applicant
concern/firm/company belong to SC/ST category and this is a new m icro/small/med ium
enterprise and is eligible for coverage under Kamataka State Collateral Security Guarantee Fund
Schetrte. 'l'he intotrrration lirlnished ahove ale hue to the best ofour knowledge and helieU J arl
/We are agreeable to bear the guarantee cover fee and the annual renewal fee as stipulated by the
Government of Karnataka,/ KSFC from time to time.

Signature
Date:
P lace:



PART-II
(To be filled in by KSFC)

I Name of the applicant
unit

2 Brief Background
3 Project Cost & Means of

finance
COST OF PROJECT MEANS OF

FINANCE

Total Total
4 Dctails of Loon sonction
5 Repayment schedule
6 Details of securities

offered
Primary : Rs in lakhs
Land

Building
Plant & Machinery
Collateral Security

7 Brief Description of
securitv

8 Collateral security
required as per Lending
Policy

Rs in lakhs

9 Collateral security
offlered by the promoters

Rs in lakhs

10 Sollateral G uara ntee cover

'equired from GoK

Rs in lakhs

BRANCH MANAGER
Place:
Date:



ANNEXURE - IV

(For office use of the Trust)

CLAIM APPLICATION FOR CREDIT GUARANTEE COVER
(Lrnder Credit Guarantee Cover Scheme for SC/ST entrepreneurc of Govemment of Karnataka)

Name of the unit / firm /
company

2 Address: a)Office:
b)Factory

3 Account No
4 Details of loan sanction
5 Date of account

becorning Duubtful NPA
6 Liabiliry As urr

Loan Balance
Principal
lnterest
Other Debits
Total over dues
Total Liability

7 Details of Recovery
taken and the present
position

8 Credit Guarantee cover
Amount

9 Claim Amount
l0 Remarks

BRANCH MANAGER

Place:
Date:


