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NOTICE :

PlHH
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dHd H^-ddl^

Notice under Regulation No. 23 of General
Regulations of Corporation is hereby given that the
45th Annual General Meeting of the shareholders of the
Corporation will be held on 7-10-2005 at 11-30 A.M.
at Town Hall, GH-4 Road Circle, Sector-17,
Gandhinagar-382017 to transact the following
business:

(i) To receive, consider and adopt the Profit and
Loss Account and Balance Sheet of the
Corporation for year ended 31st March, 2005
along with Auditor's Report thereon and the
report of the Board of Directors.

(ii) To reappoint M/s. Apaji Amin & Co., Chartered
Accountants, 304, Aakansha, Opp: Vadilal
House, Navrangpura, Ahmedabad-380009 as
auditors of the Corporation to hold office from
the conclusion of this Annual General Meeting
till the conclusion of next Annual General
Meeting as recommended by RBI and to fix
their remuneration.

Note:
a.

Hid HR«il ilc-ll HcAi

dq.i y-HH^uyii ni u
dHH =HL4 ^tlHL-H %KHIHI
U Ai Hd 54LHqKL

Hd

Hd

3.

dl W d

^Ulil Jlti^fl. ^IH VHl

Pt^lHdl
n ^[

eft di'. ^-

H. t&sift Pl^lHdl HlHdl

Hll^dl (3W>H

[q.ddl A^

1. A shareholder shall be entitled for one vote for
each share held by him for the whole period of
six months prior to the date of 45th Annual
General Meeting.

2. 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.

3. The instrument(s) appointing proxy, if any, shall
be delivered at the Head Office of the
Corporation not Jess than seven clear days
before the date fixed for the meeting.

4. Pursuant to Regulation 12 of the GSFC
General Regulations, the Register of Members
and Share Transfer Books will remain closed
from 5-10-2005 to 7-10-2005 (both days
inclusive).

5. Shareholders desirous of having any
information are requested to send their queries
to the. Corporation at least seven days before
the date of the meeting so that the requisite
information is made available at the meeting.

6. Shareholders 'are requested to bring their
copies of Annual Report to the Annual General
Meeting. ,

(Hi. 41.
di.

Place: Gandhinagar.
Date :01-09-2005

(P.V. TRIVEDI)
MANAGING DIRECTOR
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DIRECTORS' REPORT
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«IH<HI The Directors have great pleasure in presenting

the 45th Annual Report of the Corporation together with

the audited accounts for the year ended 31 -3-2005.

ECONOMIC SCENARIO :

A good monsoon, resurgent agricultural production
and improved macro economic performance helped
the Indian Economy to register growth of 8% in GDP
during the last financial year. There has been a
substantial forex reserves, which shows immense
confidence of Foreign Financial Institutions in the Indian

' Economy. Further the interest rate is stable and thus,
there is an air of optimism in the country. The country
has been ranked 4th in the world in respect of economic
performance. Government has also decided to increase
investment in agricultural, irrigation and industry to
increase productivity and business effectiveness.

ECONOMY OF THE STATE :

The State Government had successfully hosted
'Vibrant Gujarat' event and could muster support from
large industrial units to set up their industries in the State.
Government has also came out a rehabilitation package
for the sick units to be registered under GBIFR and would
enable such ailing industries to settle their dues of various
Government agencies viz., Sales Tax, GEB, etc.

OPERATIONAL RESULTS :

GSFC has decided to stop lending, disbursement

and discontinued its business operations.

Corporation has successfully made restructuring

with its government guaranteed Priority Sector

Bondholders with following major achievements:

1. Rate of interest was reduced from 13.25%/
11.75% to 8%;

2. Moratorium upto 2 years;

3. Repayment in next 5 years to start after the
moratorium.

Corporation has received generous support of
Rs. 118.78 crore from State Government to redeem its
SLR bonds on premature basis having coupon of more
than 10%. Accordingly, GSFC repaid this amount to the
following categories of SLR Bonds of the Corporation:

HO

"' '' '"~';*-rv 1 ""'- /;/'' v-''Nos£"^-*! Amount ^
;' ' ' • < / ; • "".-, - \~ ' ' /: - , ' ;: (Rs. in Laos)
A

B

C

D

Co-op. Banks

LIC/Govt./lndividual

Nationalized Banks/
Gram in

PF Gratuity Trusts

Total

23

4

-7

57

91

2,416.15 -

1,711.00

4,934.20

2,823.15

11,884.50
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State Government has also set up a Task Force

under the Chairmanship of PS (Finance) which includes

members like PS (Industries), PS (Exp) and MD, GSFC

to have the dialogue with un-guaranteed creditors for
amicable settlement of their dues.

Due to default to SIDBI, they have gone to DRT

against the Corporation and its case is pending with
DRT.

Corporation has moved the State Government with
the following proposal to be offered to the

unguaranteed creditors.

a) Settlement at 60% of Principal amount;

b) SIDBI in 10 years and others in 5 years with-

out accruing interest.

c) No defaulted interest would be paid

d) If creditors desire the payment within two years,

it is decided to pay off @ 50% of the principal
outstanding amount in two equal instalments.

Corporation has also successfully operated

settlement scheme with its loanee units having the
following features:

a) For loans below Rs. 15. lakhs - Rate of inter-

est to be charged 12.5% compound till LDR
and 13% simple thereafter.

b) For loans above Rs. 15 lakhs - Rate of inter-

est to be charged 14% compound till LDR and
14% simple thereafter till the payment is made.

c) Penalty in both the cases completely waived.

Total 1022 units have availed the advantage of the
scheme with an amount of Rs. 135.51 crore. Due to
this, the Corporation has achieved an All Time High

recovery of Rs. 148 crore during 2004-05.

E-GOVERNANCE:

Corporation has introduced the following innovative
features of the e-governance:

a) Defaults of units have been put on the web site.

b) Statements of accounts can be taken from the
web site.

c) List of the units under tender sale giving,dis-
trict wise and product wise information is also
put on the website.

This enables the loanee units staying at remote places
can have access to the up-to-date information. It also brings
more transparency in the conduct of the Corporation.
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HUMAN RESOURCES :

Corporation compulsorily retired 43 employees who
have either attained the age of 55 years or completed
30 years of service with the Corporation. The
employees have gone to the High Court and its case is
pending. No stay has been granted to the employees.

STATUTORY & A.GL AUDIT :

As recommended by RBI, M/s Apaji Amin & Co.,
Chartered Accountant, Ahmedabad, has carried out the
audit of the Corporation for F.Y. 2004-05. Likewise
AG Auditor have also completed the audit for the year
2003-04.

CORPORATE GOVERNANCE :

Corporation has already submitted its internal
regulation to the State Government giving elaborate
procedure for appointment of independent professional
Directors as envisaged in the amended SFC's Act. The
Board ensured that CANONS of good Corporate
Governance like Trust, Truth and Transparency are
followed while taking the decisions so as to improve
the confidence in stakeholders, lo'anees, creditors and
other regulatory authorities.

Four Meetings of the Board of Directors of the
Corporation were held during the year 2003-04 to
ensure prompt decisions.

BOARD OF DIRECTORS :

1 . Chairperson - Smt. Nethra Shenoy, IAS., who
was nominated by Small Industries Develop-
ment Bank of India joined on 1 -4-2005.

3.

dl. 30.^^.^.00^-11 HX H^ i^ciini Hl4l W.

2. Managing Director -ShriArvindAgarwal, IAS.,
was given additional charge of Managing
Director of the Corporation who tookover

on 02-04-2005

3. Directors - Shri A K Joti, IAS., nominated by
Govt. of Gujarat as Director of the Corpora-
tion vide letter dated 30-1 1 -2004.

H PlHid ^^I HlWl

4. Nominee of SIDBI - SIPS' withdrew its two
Nominee Directors from the Board of the Cor-
poration consequent to the filing of DRT case
against GSFC.
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Government of Gujarat and Small Industries
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confidence and supporting the Corporation.
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services putup by outgoing Chairman Shri D.
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employees of the Corporation for achieving
commendable performance during the year and their
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For and on behalf of the Board

dl.

Place: Gandhinagar.
Date: 26-07-2005

Sd/-
(ARVINDAGARWAL)

MANAGING DIRECTOR
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ADDENDUM TO THE DIRECTORS'
REPORT
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EXPLANATORY NOTES OF THE BOARD ON
QUALIFICATIONS/OBSERVATIONS OF

STATUTORY AUDITORS.

Audit Report, Point No.Ill

Prior period items are accounted for by the
Corporation in the Profit & Loss Account so that the
Profit & Loss Account would indicate the exact position
for the current financial year from the operations of the
Corporation.

Point No.VI

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 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 for 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 Chartered 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 expenditure is
also introduced. The internal auditors have also been
requested to conduct system-based audit in the Corporation
to further strengthen the system & procedures.

Point No.VII
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
programme with these bondholders where the
repayment could be adjusted against the principal
amount as a part of total package.
Point No.lX

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.
Point No.XI

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. www.reportjunction.com
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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.

GSFC TOWER AT SURAT

The Board of the Corporation is reviewing the legal
position and other administrative decision in respect of
Surat Tower. As soon as this is accomplished,
necessary accounting entries will be passed.

INVESTMENT

Corporation has acquired the investment 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.

OTHER ASSETS :

As regards security deposit of Rs.11.75 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 are
not applicable to SFCs.

PROVISION FOR GRATUITY/RETIREMENT
BENEFITS :

The detailed disclosures are 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 PROVISIONS :

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 personal guarantee. So the 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 guarantee and enforcing collateral security
wherever available.

As regards classification 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.
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