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Notice under Regulation no. 23 of General
Regulations of Corporation is hereby given that the 46"
Annual General Meeting of the shareholders of the .
Corporation will be held on Monday, the 31* July, 2006
at 11.30 AM at Dr. Baba Saheb Ambedkar Bhavan,
Near Gram Technology Institute, Sector 12,
Gandhinagar 382016 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 31 March, 2006
along with Auditor’s Report thereon and the
report of the Board of Directors.

(i) To appoint M/s. R.S. Patel & Co., Chartered
Accountants, 901, Popular House, Near Income
Tax Office, 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 :

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 46" Annual
General Meeting.

2. A member entitled to attend and vote at the
meeting is entitied 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 less 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
28.7.2006 to 31.07.2006 (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.

By order of the Board of Directors,
Sd/-

(P.V. TRIVED))
MANAGING DIRECTOR

Place : Gandhinagar
Date : 30.06.2006

XX
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DIRECTOR’S REPORT
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The Board of Directors of the Corporation have
great pleasure in presenting 46" Annual Report of the
Corporation, alongwith the audited accounts for the year
ended 31/03/2006.

1.0 Economy:

Indian economy has recorded higher growth as per
the revised annual estimates, showing 8.4% gross
domestic products [GDP] growth in 2005-06, surpassing
the advance estimates of 8.1%. The growth is
significantly higher compared to previous year’s 7.5%.
If Mining and Electricity would have done well, the GDP
growth rate would have been 8.5% in 2005-06. A healthy
growth rate in Farm Sector has been sighted as one of
the main reasons for the higher growth. The sector grew
3.9% in 2005-06 from a meagre 0.7% previous year.
Manufacturing sector must be given thrust. According
to the revised estimates, GDP grew by 9.3% in the 4"
quarter of 2005-06 compared to 8.6% growth in the
corresponding period previous year, led by strong farm,
manufacturing, and services output. However, a few
countries such as India are expected to continue to lead
the growth pack. This was evident in F.Y.2005, when
despite setbacks arising from deficient monsoon, real
GDP grew at 6.9%, which was one of the highest growth
rates witnessed during F.Y. 2005, in the world. The only
countries which recorded higher growth rates then India
were China and USA.

2.0 Gujarat Economy:

Gujarat has continued to witness impressive
industrial development. The State has received
acknowledgements of 7561 Industrial Entrepreneurs
Memorandum filed by entrepreneurs till October 2005
with estimated investment of Rs.284506 crore. The
cumulative number of registered Small Scale Industrial
units have crossed the figure of 3.03 lakh at the end of
December, 2005. In order to attract more investment,
“Vibrant Gujarat Global Investors' Summit — 2005” was
organised in January 2005 at Ahmedabad. In all, 226
MOU/dealings have been signed with proposed total
investment of Rs.106160 crore. [Source : Socio-
Economic Review- Gujarat State 2005-06]

3.0 Operational Results/Financial Highlights :

Corporation has continued to stop lending, .
disbursement and discontinued its business operations.
The Task Force appointed by Government of Gujarat for
financial restructuring of GSFC has suggested to reduce
the overall administrative expenditure. In view of this,

‘GSFC has started taking steps for reduction of expenditure

under this head. It is expected that the reduction in the
coming financial year will be approximately 30 to 40%.
The administrative expenditure was Rs.23.25 crore during
FY 2004-05, which has started reducing and itis Rs.15.12
crore during FY 2005-086.
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F. No. 2

232

Corporation made concerted efforts to dispose off
units under possession. During the year under report,
228 units were disposed off and realised an amount of
Rs.40.39 crore as against 163 units disposed off and
realisation of Rs.18.47 crore during 2004-05.

4.0 Resources/Financial Restructuring :

State Government has continued their financial support
and provided assistance of Rs.109.87 crore to redeem
high interest bearing SLR Bonds [having coupon rate
of 10% and above, having Government guarantee]
prematurely. Accordingly, Corporation has repaid this
amount to the following categories of SLR Bonds of
the Corporation.

Category Nos. Name-of
‘ Institutions
Amount
[Rs.in lacs]
A. Co-Op.Banks 19 1294.00
B. LIC/Govt./Individual 08 75.50
C. Nationalised Banks/Gramin 25  7095.30
D. PF Gratuity Trusts 73 1528.45
Total ' 125  9993.25

5.0 Settlement with SIDBI :

During the year under report, SIDBJ approached
DRT for recovering their dues. With the concerted
efforts of the Corporation coupled with liberal stand
taken by Government of Gujarat, the issue was
amicably settled out of court. Out of the settlement
amount the first instalment of Rs.120 crore was
released to SIDBI during the year.

6.0 Scheme for Physically Handicapped :

Corporation has continued functioning as a
Channelising Agency of the NHFDC, Faridabad, for the
State of Gujarat. During the year, Corporation has
sanctioned Rs.35.28 lacs and disbursed Rs.26.00 lacs to
113 units and 76 units respectively under the said scheme.

7.0 Recovery:

During the year 2005-06, Corporation recovered
Rs.162.43 crore as against Rs.148.05 crore during the
previous FY 2004-05.

8.0 Staff Strength :

The total staff strength as on 31/03/2006, is as
under : .

1. Grade “A” Officers 054

2. Grade “B” Officers 315
3. Grade “C” Employees 067
Total 436
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9.0 Audit:

The Corporation appointed M/s.Apaji Amin &
Company, Chartered Accountants, Ahmedabad as
Statutory Auditors of the Corporation in the Annual
General meeting of the share holders held on 07/10/
2005, as per the recommendations of Reserve Bank
of India, under the provisions of Section 37 [1] of the
SFC’s Act 1951, to conduct audit of the books of
Accounts of the Corporation for the FY 2005-06. The
audit of the account was completed for the year by
them. RBI has recommended a panel of three auditors’
firms as Statutory Auditors for the year 2006-07 for
appointment in place of retiring auditors. M/s.R.S.Patel
& Company, Chartered Accountants, Ahmedabad, have
been selected, whose appointment is recommended
separately. A.G.Auditors have completed the audit for
the year 2004-05.

10.0 Board of Directors :

1. Chairperson : Smt.Nethra Shenoy, IAS,
who was nominated by Small Industries
Development Bank of India, continued as
Chairperson during the year.

2. Managing Director : Shri Arvind Agarwal,
1AS, who was given additional charge of
Managing Director of the Corporation, was
relieved on 31/07/2005 and Shri P.V.Trivedi,
IAS, took over as Managing Director on
01/08/2005.

3. Directors : ShriA.K.Joti, IAS, nominated by
Government of Gujarat continued as Director
of the Corporation during the year.

11.0 Acknowledgements:

The Board is grateful to the Government of India,
Government of Gujarat and Small Industries
Development Bank of India for their advice, support
and guidance. The Board thanks GIIC, GIDC, DiCs
and various Banks for extending their support and co-
operation.

The Board thanks Industries Department and
Finance Department of the Government of Gujarat for
their valuable guidance and support. The Board is
obliged to the shareholders of the Corporation for
reposing confidence and supporting the Corporation.

Board also takes on record the services, guidance
and support by outgoing Managing Director Shri Arvind
Agarwal, IAS.
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Rty Wam gial At dxt adl For and on behalf of the Board
adl/- Sd/-
21 ouHlHoR . 4. Bad : Place: Gandhinagar. (P. V. TRIVEDI)
dl. 30-0€-300¢ adladl qaas Date: 30-06-2006 MANAGING DIRECTOR
IS o L35
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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 Appropriation 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. Itis, therefore, not possible 1o give a specific
reply to these observations 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 sa that chances of
errors and frauds are minimized. 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
intemal control, system and procedures —now the system
of pre-audit of expenditure is also introduced. The intemal
auditors have also been requested to conduct system-
based audit in the Corporation to further strengthen the
system & procedures.

Point No. Vil

Interest provision on PSB bonds lll, IV & V has not
been made as per the contractual rates since the
Corporation has moved a financial restructuring
programme with these bond holders where the
repayment is adjusted against the principal amount as
a part of the total package.

Point No. VIl

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.
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Point No. X

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. '

Point No.XI

Corporation follows Accounting policy & practices
prescribed by SIDB! for SFCs recommended by AF
Fergusan & Co.

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

Corporation is reviewing the legal administrative
and accounting treatment of Surat Tower. As soon as
this is accomplished, necessary accounting entries will
be passed.

INVESTMENT

The corporation has made provision at 90% on total
investment which are lying for a period of more than
7 yrs.

UNCLAIMED /UNPAID DIVIDEND :

Corporation has utilised the unclaimed dividend on
partly paid shares since provision of SFCs are
applicable to the corporation instead of Company Act..

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 / ore
collateral security and personal guarantee. So the
question of classifying the amount under loss assets
does not arise. However, during the current year
corporation has made specific provision @100% of
outstanding principal and other expenses amounting to
Rs.88.39 crores against the assets which are acquired
under section 29 of SFC Act 1951 and sotd out by the
Corporation, and still there is outstanding balance in
these accounts without tangible prime securities.

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.
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