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Notice
Notice under Regulation No.23 of General Regulations of Corporation is
hereby given that the 44th Annual General Meeting of the shareholders
of the Corporation wi l l be held on Friday, the 29th October,2()04, at
11.30 AM at Town Hall , GH-4 Road Circle, Sector-17,
Gandhinagar-382 017 to transact the following business :
(i) To receive, consider and adopt the Profit and Loss Account and

Balance Sheet of the Corporation for the year ended on 31st March
2004 alongwith Auditor's Report thereon and the report ot the Board
of Directors.

( i i )To appoint M/s. Apaji Ainin & Co., Chartered Accountants. 3u4.
Aakansha, Opp. Vadilal House, Navrangpura, Ahmedabad-380 009
as auditors of the Corporation to hold office from the conclusion
of th i s A n n u a l General Meet ing t i l l the conclusion of the nex t
Annua l General Meeting, as recommended by RBI and to fix thei r
rermmcralion.

( i i i ) To consider and if thought fit, to pass w i th or wi thou t mod i f i ca t ions
the fol lowing resolution :
"Resolved that. Pursuant to clause 5 of the Securities and Exchange
Board of India (Delist ing of Securities) Guidel ines 2003 and other
relevant provisions of the Guidel ines thereof, as may be amended
from t ime to lime, and pursuant to the f raming of any Regula t ions in
t h i s regard by SEBI, consent of the members of Gujara t Slate
Financial Corporation be and is hereby given to the Board of Direc-
tors of Gujarat State Financial Corporation to make an applicat ion to
the Ahmedabad Slock Exchange for the purpose of d e l i s t i n g the
equi ty shares ol'GSFC from Ahmedabad Stock Exchange which arc
already listed with the above mentioned Slock Exchange.
Further resolved lhat General Manager be and is hereby authorised to
determine the date from which del is l ing w i l l be effected and lo make
necessary application and to do all other acts and th ings as may be
necessary in th i s regard."

Note :
1. EXPLANATORY STATEMENT TO JTEM NO 3 : It has been

obersved that the shares of the Corporation are not being traded at
Ahmedabad Stock Exchange since l is t ing. Corporation's equity shares
arc one of the scrips which the Securities and Exchange Board of
I n d i a has specified for compulsory sett lement in dernater ia l i sa t ion
for all investors. The l i s t i ng fee payable to Ahmedabad Stock
Exchange is disproportionately higher as compared lo other Stock
Exchanges. In view of extensive networking of BSE and NSE and
also extension of their terminals to other ci t ies as wel l , investors have
access lo online dealings in the equily shares of the Corporation across
the country. It is , therefore, felt thai ihc con t inued l i s t i n g w i t h
Ahmedabad Stock Exchange does not provide any s i g n i f i c a n t
tang ib le advantage to the members of the Corporation.
The Corporation's equity shares shall cont inue to be listed on the
Stock Exchange, Mumbai and National Stock Exchange which have
nation wide trading terminals and consequently delist ing of equity
shares from ASE w i l l not have any adverse effect on the share-
holders/investors.
Post-delisting capital structure : TJiere would not be any change in
the capital structure of the Corporation after the proposed del is t ing.

2. A shareholder shall be ent i t led for one vole for each share held by
him for Ihe whole period of six months prior to the date of 44th
Annual General Meeting.

3. A member entitled to attend and vote at the meeting is entitled to
appoint a proxy to attend and vote instead of himself and such
proxy need not be a member of the Corporation.
The inslrumenl(s) appointing proxy, if any. shal l be delivered at the
Head 'Office of the Corporation not less ihan seven clear days before
Ihe date fixed for the meeting.
Pursuant to Regulation 12 of Ihe GSFC General Regulat ions, the
Register of Members and Share Transfer Books w i l l remain closed
from Wednesday, the 22nd lo Friday, the 24th September, 2004 (both
days inclusive.)
Shareholders desirous of having any information are requested to
send their queries to Ihe Corporation at least seven days before the
date of ihc meet ing so lhat the r e q u i s i t e i n f o r m a t i o n is made
available at the meeting.
Shareholders are requested to bring their copies of Annua l Report to
the Annua l General Meeting.

Place : Gandhinagar
Date : 24 / 09 72004

(V.S.(JADIIAVI)
MANAGING DIRECTOR
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The Directors of the Corporation have pleasure in presenting
the 44th Annual Report of'the Corporation alongwith the
audited accounts for the year ended 31-3-04
1.00 ECONOMIC REVIEW ;

The GDP growth in the year 2003-2004 is estimated to
have grown by 8.1% as compared with 4% and 5.6%
in the previous two years. The GDP growth of 8.1%
could be buoyed by a strong agricultural

.recovery of 9.1% from the drought affected
previous year. Apart from agriculture, the industry and
service sectors also maintained the momentum with
GDP growth from these two sectors accelerating from
6.4% and 7.1% respectively in 2002-2003 to 6.5% and
8.4% respectively in 2003-2004. The index for
industrial production (IIP) grew by 6.9%.
Annual industrial growth has been disappointing single
digits since 1995-96. One of the critical challenges
facing Indian economy/policy consists of devising
strategies for sustained industrial growth in excess of
10% per year. Some sub-sectors of industry such as
automobile have demonstrated the inherent strength
of Indian labour and capital. The termination of the
agreement of textiles and clothing on January 01, 2005
holds great potential for contributing to rapid growth
of textile industry, the largest industry in terms of
employment.

1.01 INFLATION :
The growth recovery in 2003-04 was accompanied by
continued maintenance of relative stability of prices.
Inflation, as measured by the Wholesale Price Index
(WPI), was 4.6% at end-March 2O04 over end-March
2003 and 5.5% on average. The manufacturing sector
was the major contributor accounting for nearly 80%
of the inflation. Within the manufacturing sector, the
prime movers were sugar, edible oils, textiles, leather
and leather products, basic metal and alloy and iron
and steel. The decline in WPI was mainly due to low
increase in prices of primary articles (weight 22%),
which recorded an increase of 1.7% as against 6.1%
increase as year ago.

1.02 SMALL SCALE SECTOR SCENARIO :
The number of registered Small Scale Units (SSUs) in
the State of Gujarat reached an all time high of over
2,90,000 in 2003 with an average registration of 50
units per working day. During the year 2003, 13,545
SSUs were, registered with the office o,f Industries
Commissioner. SSUs contribute production of
Rs.10,22,313 lakh in terms of value. There were
only 2, 169 registered SSUs in 1961, which crossed
the 1,25,000 mark in 1991, with total registered units
of 1,26,844. The average investment in a SSU comes
to around Rs.7,44,632, while these units in the state
provide employment to 7,24,332 persons.
In the Union Budget for 2004, the Hon'ble Finance
Minister has given further impetus to small scale In-
dustry by allocating Rs.135.24 crores for promotion of
SSI schemes and proposing 85 items to be taken out
of reserved list exclusively for small scale industry.The
celling for capital subsidy scheme under

. technology upgradation has been proposed to be
increased from Rs.40 lakh to Rs.1 crore and the scope
of the scheme has been proposed to be enlarged by
adding more sub-sectors and technologies eligible for
assistance. The rate of subsidy has also been
proposed to be increased from 12% to 15%.

2.00 CHANGING TIMES - GSFC'S PERSPECTIVE :
Over the years, GSFC has been working as a state level
development financial institution catalysing industrial
development in the^State of Gujarat and UnionTerritory
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of Dadra and Nagar Haveli. However, with the passage
of time, several problems connected with the structure,
management and resources have confronted the
Corporation. With the introduction of financial
sector reforms, the business environment has become
increasingly competitive. In the wake of financial sector
reforms coupled with deregulation of the banking
sector introduced in 1991, SFCs received a serious set
back as they were not provided with level playing field
under the reform process. On account of its high cost
of funds, land shrinking of its operational base
resulting in its inability to compete with the commercial
banks and other financial institutions, Corporation is
passing through serious financial crisis and is virtually
struggling for its survival. During the year under
reference, Corporation took initiative to restructure its
high interest bearing debts. SIDBI/IDBI also restructured
its dues. The measures brought out to ease the burden
of the Corporation are expected to yield results in the
years to come.
FINANCIAL HIGHLIGHTS :
The performance of the Corporation continued to be
under the grip of recessionary trend that has been
visible since last few years. Inspite of all negative
factors, total income of the Corporation increased by
Rs.9.23 crore to Rs.48.93 crore in 2003-2004 as
against Rs.39.70 crore in 2002-2003. The measures
adopted by the Corporation to curtail expenses yielded
producing results and a consequence thereof,
expenses have come down to Rs.£07.41 crore in 2003-
2004 as compared to Rs.241.30 crore during the
previous year. Likewise operating loss has been
brought down to Rs. 158.47 crore during 2003-2004
from Rs.20,1.60 crore during the corresponding last
year.
RESOURCES:
During the year, Corporation availed short term
borrowings of Rs.20.00 crore from GIDC and Rs.40.00
crore from State Government. Total borrowings made
during the current financial year are shown in Table-1.

*Hfe

Sr,
No.

1
1
2
2
3
3

4
4
5
5
6
6
7
7

******** * , ,00^0, ******1oQ^003

Sources of borrowings Borrowings made in
2003-04 2,002-03

HlJ8 frTl̂ S-H

Market bonds --- 21.00
M3(lHrtl KhZI Hir̂
Priority sector bonds
XlTlPUL'iL Mn C-mH ML* £Lla

Refinance & line of cridit
1 .S^HMl̂ MlMl̂

1.SIDBI — 41.50
2. Ml6.A.<4l.Ml^

2JDBI
y^l^l Pl̂ l"3l (MlKi ?î lH ctPlO

Govt. Loan (excluding subvention) 40.00
c-tttSnMl* iila
Line of credit
®Mltf-iM Hl̂ .«(l 4^1 y,trt*ll [̂ .ll̂ ll

Short term borrowings from GIDC 20.00 --- '
M't.M1.M*.^l.%fl. *̂ 1<HL?, MM f̂t Pl̂ L'JL

Loan from NHFDC, Faridabad 0.02 0.89
TOTAL 60.02 63.39

Net
Borrowings

as on 31-3-04

348.19

182.07

537.79
,

19.87

48.82

40.13

20.00

3.49
1200.36
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4.00 SCHEME FOR PHYSICALLY HANDICAPPED :
GSFC has been appointed as the channelising Agency
of the National Handicapped Finance and
Development Corporation, Faridabad (NHFDC) for the
State of Gujarat. During the year under reference,
NHFDC has delegated the power to sanction loans
upto Rs.1.00 lac under the Scheme to the
Corporation, Corporation sanctioned Rs.16,78 lacs and
disbursed Rs.4.59 lacs to 34 units and 12 units
respectively during the year under reference against
the said scheme,

4.01 CUMULATIVE ASSISTANCE :
During the span of 44 years of operat ions,
Corporation has sanctioned gross cumulative
assistance of Rs.4466,94 eror© and cumulative
disbursement of Rs.3383,13 crore for the promotion
and development of units under small and medium
scale sector, Out of these figures, for th© currant year,
sanction and disbursment was Rs.0.17 crore and
Rs,3,11 crore respectively.

5.00 RECOVERY
During the year Corporation recovered Rs.130,42 oror©
as against Rs.161.64 crore during previous year.

5.01 NON PERFORMING ASSETS (NPA):
The Non Performing Assets which has grown to a
whopping 72% of the assets is of serious concern to
the Corporation, To reduce the liability and to augment
recovery, Corporation has adopted several strategies.
The Corporation also resorted to enforcing legal rights
like Invoking personal guarantee of the loanee, taking
over possession of collateral security etc, so as to
compel recalcitrant defaulters to come forward and
settle the dues, During the year, Corporation introduced
a client-friendly One Time Settlement Scheme for loans
upto Rs.15,00 lacs and above Rs,15,00 lacs, special
scheme for on© time settlement for sticky accounts of
fisheries loans and one time settlement for residual
recovery matters, During the year under reference,
Corporation decided to invoke, wherever deemed
necessary, the provisions of 'The Securitisation and
Reconstruction of financial Assets and Enforcement
of Security Interest Act, 2002,"

6,01 INFORMATION TECHNOLOGY :
During the year under reference, the accounting
operations of the Corporation was computerised, Th©
MIS department has been strengthened and automatic
updatlon of account position of clients made possible,
By this measure, the loanee units ars now in a
position to access the accounts position without
visiting the offices of the Corporation, The default
position Is also updated periodically and placed on
web-site, In order-to give wider publicity, the salient
features of the One Time Settlement Schemes are also
placed on the web-site for reference to loanees,

7,00 AUDIT:
The Corporation reappointed M/s, Chandrakant and
Chandulal, Chartered Accountants, Ahmtdabad as
statutory auditors of the Corporation in thi Annual
General Meeting of the shareholders held on
14,11.2003 as per the recommendations of the
Reserve Bank of India under the provisions of Section
37(1) of the SFC's Act 1951 to conduct audit of the
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books of accounts of the Corporation for the
F.Y. 2003-2004. The audit of account was completed
for the year by them.

8.00 COMMENTS ON AUDITOR'S REPORT :
8.01 Corporation disposes off the assets taken over through

tender process u/s. 29 of SFCs Act. The most realistic
value would be determined through the tender
process and thus it would the most appropriate value
for the purpose of accounting. Corporation thus
follows this practice and the same is being followed by
most of the other SFCs.
Prior period items are accounted for by the
Corporation in the Profit & Loss appropriation account
so that the Profit & Loss Account would indicate the
exact position for the current financial year from the
operations of the Corporation.
BOOKS OF ACCOUNTS, INTERNAL CONTROL
SYSTEM AND INTERNAL AUDIT :
The Auditors have not given specific comment about
the areas or aspect where the internal control system
and internal audit system of the Corporation is
inadequate and requires to be strengthened. It is.,
therefore, not possible to give a specific reply to this
observation of the auditors. However, in respect of
internal control, the Corporation has a well laid down
policy and procedure in the form of guidelines and
circulars and the system provides lor in built checks
and balances of the transactions. The transactions are
also periodically reviewed at various levels so that
chances of errors and frauds are minimised. For
internal audit, the Corporation has also appointed a
firm of Charte,»id Accountants and the scope of
internal audit covers checking of transactions on
regular basis. Review of internal control, system and
procedures - now the system of pre-audit of
expenditures is also introduced. The .internal auditor
has also been requested to conduct system-based
audit in the Corporation to further strengthen the
systems & procedures.
Morever Corporation has formed Audit Committee
consisting of three directors to have overall
supervision on internal Awdit.The Committee met twice
in the year.

8.04 While implementing the settlement scheme there were
certain accounting issues to be clarified. These issues
were settled in consultation with the internal auditors
in a separately convened special meeting for the
issues raised under the Settlement Scheme.
The recovery record has been fufly computerised by
MIS department and HO is sending important data to
Regional Offices on a centralised computer system.
The manual records, which were kept by field staff, have
been discontinued and instead important data is not
only sent to the regional office on monthly basis but
put on web site of the Corporation.
A definite time frame has been put in place to file the
CMA against the defaulting units. Corporation has how-
ever not thought it proper to take legal action in very
small cases where the accounts can be settled with-
out going through the legal course.

8.05 Interest provision on PSB bonds III, IV & V has not
been made as per the contractual rates since the
Corporation has moved a financial restructuring
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programme with these bond holders where the repay-
ment could be adusted against the principal amount
as a part of the total package.
The pay scale matter is pending in the High Court and
thus no accounting treatment is made.
It may be submitted here that some credit balances
have come because of loanees are paying in advances.
Reconciliation is an ongoing exercise and most of the
accounts have already been reconciled with the
general ledger. Since the amount under review is
insignificant compared to the total asset block, it hardly
makes any difference in the provisions.
The accounting of lease rental of leased assets is done
in accordance with the guidelines issued by the
Institute of Chartered Accountants of India. It has been
'rectified by passing necessary entries in consultation
with the auditors.
FIXED ASSETS :
Corporation provides depreciation as per the provisions
of Income Tax rule. Corporation has decided to
calculate profit or gain or loss on the assets sold where
the nature of assets are significant unlike table and
chairs where the gain hardly makes any difference
and requires lengthy calculations.
The Corporation is maintaining the records of the fixed
assets and physical verification of the fixed assets has
also been carried out by Administration Department
of the Corporation.
GSFC TOWER AT SURAT :
The Board of the Corporation is reviewing the legal
position and other administrative decisions in respect
of Surat Tower. As soon as this is accomplished,
necessary accounting entries will be passed.
INVESTMENT:
Corporation has acquired the investments over a
period of time purely as long term investments. During
the current year, it has been classified as^available for
sale as per the SIDBI guidelines.
Corporation has sold the investment for Rs.07.45 crore
and thereby, earned profit of Rs.05.1 1 crore during the
year.
OTHER ASSETS:
As regards security deposit of Rs.1 1 .75 lacs with Stock
Exchange of Ahmedabad, Corporation is following up
with the Exchange .for refund of deposit and it is
confident to get it back.
UNCLAIMED/UNPAID DIVIDEND :
Corporation has reversed the entry of dividend on partly
paid shares. Provisions of Companies Act is not appli-
cable to SFCs.
PROVISION FOR GRATUITY/RETIREMENT
BENEFITS :
The detailed disclosure is given as regards the
provision for gratuity in the note forming part of
Schedule 16 attached with the Balance Sheet. The
practice is being followed consistently.
LOANS & ADVANCES AND NPA PROVISION :
As regards Loans & advances & NPA provision, it may
be pointed out that all the assets under this category
are fully backed by either primary security and/or
collateral security and perosnal guarantee. So the
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question of classifying the amount under loss does
not arise.
The outstanding remaining after the sale of assets
under Section 29 is being followed under residual
recovery and Corporation is hopeful to get recoveries
out of this category. Necessary disclosure has been
made in the note of Schedule 16 to the Balance sheet
in respect of assets, which have been lost or destroyed.
Where the assets have been acquired, under Section
29, the value of security has gone down. The
remaining portion after the realisation through sale shall
be recovered by invoking personal gurantee and
enforcing collateral security wherever available.
As regards classifications of advances as standard and
NPA - on the basis of borrowers, it may'be mentioned

• that such accounts are very insignificant and
Corporation has already made necessary disclosure
in the note.
As regards unreconiled difference of general ledger -
the same is very small compared to total assets of the
Corporation. As regards restructured and clubbed
accounts-the practice is being fol lowed as a
consistent policy and it is in the conformity with the
practice followed by other financial institutions.

8.16 GUARANTEE FEE :
Discussion for waiver of guarantee fees is going on
with the State Government. As per the directives of
Finance Department of Government of Gujarat,
Corporation has debited an amount of Rs. 06.00 crore
towards guarantee fee arrears as per the GR of
Government of Gujarat

8.17 FORMAT:
The Corporation is following prudential norms and
format prescribed by SIDBI as well as being followed
by other Financial Institution.

8.18 DISCLOSURE:
The Corporation has furnished necessary disclosure
wherever there is deviation in the accounting matter.

8.19 SYSTEM OF ACCOUNTS :
We are following proper system of accounts.

9.00 BOARD OF DIRECTORS :
The Board of Directors of the Corporation met 9 times
during the year 2003-04.

9.01 CHAIRMAN :
Shri D Rajgopalan, IAS, was nominated as Chairman
of.the Corporation by Small Industries Development
Bank of India (SIDB!) for the period upto November
19, 2004 under the provisions of Section 15 (1) of the
SFCs (Amendment) Act,2000.

9.02 . MANAGING DIRECTOR :
Shri C.L.Meena, IAS, continued as Managing Director
upto 07-05-2003. Shri Chaman Kumar, IAS, was
appointed as Managing Director from 08-05-2003 to
31-12-2003. Shri V.S.Gadhavi, IAS took over as
Managing Director with effect from 01-01-2004.

9.03 DIRECTORS:
During the year, Shri RRudran was nominated as
Director on the Board of the Corporation on
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