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NOTICE TO SHAREHOLDERS

Notice is hereby given that the 73" Annual General Meeting (AGM) of the
shareholders of Kerala Financial Corporation will be held at Head Office,
Aswathy, Vellayambalam, Thiruvananthapuram - 695033 on, Friday, 26 June
2026 at 10.30 AM to transact the following businesses:

Ordinary Business

1. To consider and adopt the Balance Sheet as at March 31, 2026 and the
Profit & Loss account for the year ended March 31, 2026 of the Corporation,
the Report of the Board of Directors on the working of the Corporation for
the Financial Year 2025-26 and the Auditor’s Report on the said Balance
Sheet and Accounts.

2. To appoint Statutory Auditors .of the Corporation for the Financial Year
2026-27 under Section 37 (1) of the SFC Act 1951.

“RESOLVED THAT pursuant to the provisions of Section 37(1) of the State
Financial Corporations Act, 1951, M/s. Krishnan Retna & Assoclates, Chartered
Accountants (ICAI Firm Registration No.0015365),be and is hereby appointed
as the Statutory Auditors of the Corporation to hold office from the conclusion
of this Annual General Meeting until the conclusion of the 74th Annual General
Meeting of the Corporation, at a remuneration of Rs. 4,59,200/- (Rupees Four
Lakhs Fifty-Nine Thousand Two Hundred only), as per the revised fee structure
stipulated by the Reserve Bank of India vide their Circular
No.CO.DOS.RPD.N0.57223/08:91:038/2023-24 dated 12th December 2023.

RESOLVED FURTHER THAT the services of the said Statutory Auditors may
also be utilized for certification and other permissible professional work, and a
separate remuneration of Rs. 50,000/- (Rupees Fifty Thousand only) plus
applicable taxes-and reimbursement of actual out-of-pocket expenses may be
paid for such additional assignments, as may be mutually agreed upon.”
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Special Business

3. To approve the proposal to raise funds not exceeding Rs. 1000.00 Crore by
way of issuance of non-convertible debentures on private placement basis.
To consider and, if thought fit, to pass the following as an Ordinary Resolution:

“RESOLVED THAT pursuant to Section 7 and other applicable provisions, if
any, of the State Financial Corporations Act, 1951, approval of the
sharehoiders be and is hereby accorded to the Board of Directors of the
Corporation to raise funds by way of issuance of Non-Convertible Debentures
(NCDs)/Bonds, in one or more series or tranches, on private placement basis,
for an aggregate amount not exceeding Rs.1,000 crore (Rupees One Thousand
Crore only), during a period of one year from the date of passing of this
Resolution, on such terms and conditions as may be determined by the Board
of Directors.

RESOLVED FURTHER THAT the Managing Director and Financial Controller
of the Corporation be and is hereby authorised to determine and finalise the
terms and conditions of the issue(s), including but not limited to the amount,
timing, tenure, rate of interest, listing, execution of agreements/documents
and all other matters connected therewith, and to do all such acts, deeds,
matters and things as may be necessary, proper or expedient for giving effect
to this Resolution.”

4. To approve enhancement of the Authorized Share Capital of the Corporation
To consider and, if thought fit, to pass the following as an Ordinary Resolution:

"RESOLVED THAT pursuant to the provisions of the State Financial
Corporations Act, 1951 and subject to such approvals, permissions, sanctions,
recommendations, notifications and statutory modifications as may be
required from the State Government, Small Industries Development Bank of
India (SIDBI) and/or other competent authorities, approval of the shareholders
be and Is hereby accorded for undertaking necessary steps for enhancement
of the Authorized Share Capital of the Corporation beyond the existing
statutory limit of Rs.1,000 crore, in such manner and to such extent as may
be permitted under applicable laws and statutory provisions from time to time.

RESOLVED FURTHER THAT the Board of Directors of the Corporation be and
is hereby authorised to take all necessary actions in this regard, including but
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Instead of himself. No proxy shall be valid unless it is duly stamped and
unless it, together with the power of attorney or other authority (if any)
under which it is signed, or a copy of that power or authority certified by a
notary public ‘or a magistrate, is deposited at the Head Office of the
Corporation not less than 48 hours before the time fixed for the meeting.
Shareholders may also send a scanhed copy of the duly completed, signed,
and stamped proxy form via email to cs@kfc.org within the stipulated
timeframe of 48 hours before the meeting.

A shareholder being a Company including Small Industries Bank, Public
Sector Banks, Co-operative Banks, Co-operative Societies and LIC may, by
a resolution of jts directors, authorize any of its officials or any other
person (not being an officer or employee of the Corporation) to act as its
representative at the meeting. The copy of the resolution appointing him
as g duly authorized representative certified to be true copy by the
Chairman of the meeting at which it was passed shall have been deposited
at the Head Office of the Corporation not less than 48 hours before the time
fixed for the meeting. .

. The State Government may, by order in writing, authorize any of its
officers, whether a Director of the Corporation or not, to act as its
representative at the meeting. The copy of the order shall be deposited at
the Head Office of the Corporation before the time fixed for the meeting.

. The meeting shall be held, conducted, and the business there at shall be
transacted in adherence to the provisions of the State Financial
Corporations Act 1951 (As amended up to date) and in terms of the
provisions of the General Regulations of Kerala Financial Corporation,

. Submission of Proxles via Email: Shareholders choosing to submit their
proxy forms digitally are requested to send the scanned, signed, and duly
stamped proxy form to cs@kfc.org at least 48 hours prior to the time
scheduled for the meeting.
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H.O. - ‘Aswathy’, Vellayambalam,
Thiruvananthapuram - 695 033.

I, Wen s (folio NO.) Ofcre e being a share

holder of the Kerala Financial Corporation holding . shares

NOS .ot hereby appoint  Shri/Smt............ : ....................
Of e .(or failing him
Shri/SME..cie e O, ) as my/our proxy to

vote for me/us ?nd on my/our behalf at a meeting of the shareholders of the
Corporation to be held at H.O. - ‘Aswathy’, Vellayambalam,
Thiruvananthapuram on the 26" day of June 2026 and at any adjournment

thereof. .

Signed this.....cccvccvead@y Of i

‘Signature on
Rs.1/-
Revenue Stamp
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EXPLANATORY STATEMENT
Item No.3

Section 7 of the State Financial Corporations Act, 1951 empowers the
Corporation to issue and sell bonds and debentures for the purpose of
fncreasing its working capital.

The Corporation, in the ordinary course of its business, mobilises resources
through issuance of Non-Convertible Debentures (NCDs)/Bonds for meeting its
lending, refinancing and operational requirements.

In order to ensure adequate availability of funds for business operations,
disbursements, repayment obligations and resource mobilisation
requirements, approval of the shareholders is being sought for raising funds
through issuance of Non-Convertible Debentures (NCDs) on private placement
basis, in one or more tranches, up to an aggregate amount not exceeding
Rs:1000 crore during a period of one year from the date of passing of the
Resolution.

The Board recommends the Resolution for approval of the shareholders.

None of the Directors, Key Managerial Personnel of the Corporation, or their
respective relatives, is in any way concerned or interested, financially or
otherwise, in the Resolution.

Item No.4

The Authorised Share Capital of the Corporation presently stands at Rs.1,000
crore, which is the maximum limit presently permitted under Section 4(1) of
the State Financial Corporations Act, 1951.

The paid-up share capital of the Corporation stood at Rs.926.50 crore prior to
the equity contribution approved by the Government of Kerala. Subsequently,
vide GO(Ms) No.46/2026/FIN dated 17.03.2026, the Government of Kerala
approved additional share capital contribution of Rs.73.49 crore to the
Corporation, resulting in the paid-up share capital reaching the existing
authorised share capital limit of Rs.1,000 crore during the current financial
year.

In order to support future capital requirements, business growth, regulatory
requirements and expansion of operations of the Corporation, it is considered
necessary to undertake steps for enhancement of the authorised share capital
beyond the present statutory limit.






DIRECTORS’ REPORT

Dear Stakeholders,

The Board of Directors takes pleasure in presenting the 73rd Annual Report of
Kerala Financial Corporation (KFC) for the financial year ended March 31, 2026.
This report encapsulates a year of achievements, indicative of the strategic
initiatives taken by the Corporation to foster entrepreneurship and contribute
robustly to Kerala's economic growth amidst a complex global and national
environment.

Established under the State Financial Corporations Act, 1951, KFC continues to
uphold its legacy as a leading Public Sector Undertaking of the Government of
Kerala. Over the decades, KFC has successfully evolved into a modern,
customer-centric financial institution, offering a sophisticated suite of innovative,
technology-driven financial products designed to support Micro, Small, and
Medium Enterprises (MSMEs) in Kerala and drive sustainable industrial growth.

The financial year 2025-26 was marked by sharp global volatility, as intensifying
geopolitical conflicts in West Asia triggered crude oil shocks and disrupted
maritime trade routes, presenting severe inflationary pressures and supply chain
bottlenecks for energy-sensitive nations. Despite these severe headwinds, the
Indian economy demonstrated remarkable structural resilience, registering a
robust real GDP growth of 7.6% for FY 2025-26. This national growth was
anchored by strong domestic demand, high-quality public capital expenditure,
and a highly proactive national policy push to turn MSMEs into global and
domestic market champions. In alignment with this national momentum, the
Government of Kerala exhibited exemplary fiscal resilience, posting strong
growth and clocking a real GSDP expansion of 6.19% with nearly 10% nominal
growth, proving its capacity to grow out of debt.

The State has successfully executed a revenue-led fiscal consolidation strategy
while managing its finances prudently. The fiscal deficit stood at 3.87% of GSDP
for FY 2024-25 (Provisional) , while the revenue deficit was 2.49% of GSDP.
Furthermore, the outstanding public debt-to-GSDP ratio continued its steady
downward trajectory from -its pandemic peak of 38.47% down to 34.87% in FY
2024-25 (Provisional) , driven by robust growth in State's Own Tax Revenue
(50TR) , which reached Rs.76,642 crore. Kerala met 60% of its revenue
expenditure through its own receipts in FY 2024-25 (Provisional) , with its own
revenue accounting for 64% of total revenue receipts in FY 2023-24. By
balancing strict fiscal discipline with development-oriented spending, Kerala
effectively created the fiscal space required to safeguard capital expenditure in
infrastructure, advanced digital technologies, and major industrial corridors




As a cornerstone of Kerala's inclusive industrial policy, the MSME sector received
unprecedented institutional and financial support during FY 2025-26. Building on
the momentum of the “Year of Enterprises,” the state ecosystem has facilitated
over 3.5 lakh new MSMEs since inception, with approximately one-third of these
units being women led, showcasing a progressive leap in inclusive, gender-
balanced entrepreneurship. Traditional and high-potential sectors including food
processing, garments, wood based industries, information technology, and the
emerging care economy were reinforced via MSME Clinics and Enterprise Help
Desks.

Under the "Mission 1000" initiative, the State aggressively accelerated the
formalization and scale of mid-sized MSMEs into fast-growing entities aiming for
market prominence. Infrastructure support was further strengthened via the
promotion of Private Industrial Estates and regional hubs, while the integration
of MSMEs with institutional trade platforms like TReDS and GeM, backed by
credit guarantees, significantly alleviated working capital bottlenecks and
minimized credit risks. Reflecting modern industrial transitions, new budgetary
focus areas emerged in Artificial Intelligence and Quantum Computing paving
the way for advanced manufacturing MSMEs to plug into global supply chains.

Through these multi-layered measures, the Government of Kerala has struck a
careful balance between subnational fiscal prudence and growth-driven public
investment. Positioned within a volatile global order, Kerala stands out as a
highly resilient, adaptive, and innovative economy. As the premier financial
catalyst in the state, Kerala Financial Corporation remains uniquely positioned to
translate these macroeconomic policies into real world business successes,
ensuring that our MSMEs have the financial backing, digital tools, and
institutional strength to thrive in the modern market landscape.

The Government of Kerala has consistently extended robust institutional and
financial backing to Kerala Financial Corporation (KFC), underscoring its pivotal
role in driving the State’s industrialization and MSME development agenda. As
the principal state-level development financial institution with the Government
holding a commanding 99.33% equity stake KFC benefits from strategic
guidance, policy alignment, and periodic capital infusions. These equity
contributions have significantly bolstered the Corporation’s capital base,
improved its Capital to Risk-Weighted Assets Ratio (CRAR), and enhanced its
leverage capacity to mobilize cost-effective resources from capital markets.

Demonstrating an unwavering fiscal commitment to the Corporation's long-term
financial sustainability, the Government has infused a total of Rs.573.50 crore
over the past five financial years, which includes a targeted capital aliocation of
Rs.73.50 crore in FY 2025-26 alone. This sustained capital support reinforces
KFC’s balance sheet strength, solidifies its creditworthiness among institutional
investors, and expands its capacity to deploy credit to high priority sectors.




Further strengthening this mandate, the Government of Kerala has issued
G.0.(Ms)No0.17/2026/FIN, extending the appointment of the Kerala Financial
Corporation (KFC) as an agent of the State Government under Section 25 I(e) of
the State Financial Corporation's (SFCs) Act 1951 for another two years from
03.02.2026 to 02.02.2028 to provide financial assistance up to Rs.50 crore to
Industrial Concerns, MSMEs, and State PSUs without any restrictions on paid-up
share capital and free reserves limits. Consequently, this enables KFC to
accelerate credit access for MSMEs thereby catalyzing inclusive economic growth
across Kerala.

Supported by a robust capital structure, improved asset quality, and a diversified
suite of targeted financial products, KFC has consolidated its position as the
premier institutional catalyst for Kerala’s industrial transformation. This
strengthened capital base and fortified balance sheet equip the Corporation to
significantly amplify its developmental impact within the MSME ecosystem during
this fiscal year. Through the proactive expansion of flagship initiatives such -as
the Chief Minister’'s Entrepreneurship Development Programme (CMEDP),
Startup Kerala, and the Kerala Agro-based MSME Loan Scheme (KAMS)
alongside strategic collaborations in welfare financing and modern industrial
infrastructure, KFC continues to elevate its institutional significance.

Moving forward into this financial year, KFC is strategically aligned with the
State’s vision of a transition toward a high-tech, sustainable knowledge
economy. By expanding digital credit outreach, fostering grassroots innovation,
and accelerating capital formation across emerging sectors; the Corporation is
actively driving inclusive regional development. This balanced, forward-looking
growth is a direct reflection of the strategic foresight and execution capability of
KFC's professional team. Alongside its strong financial performance, KFC's
operations remain anchored with focus on risk management, streamlined credit
appraisal processes, Corporate governance, and compiiance adherence. Backed
by an impeccable market reputation and a fortifled capital position, Kerala
Financial Corporation stands poised to accelerate- Kerala’s economic growth
sustainably, resiliently, and inclusively.

PERFORMANCE OF THE CORPORATION
The performance highlights of the Corporation for the last two FYs are as given
below:

Rs in lakh

Key Parameters 2025-26 2024-25
Portfolio Size 908,065.11! 8,01,198.61
Sanctions 4,53,210.54 | 4,00,257.07
Disbursements 5,62,869.12 | 3,91,839.91
Recovery 5,38,937.32 | 3,98,075.93
Interest Income 81,583.90 71,745.29
Total Income 104,508.88 90,139.05
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Total Expenditure 89,710.85 80,011.48
Op. Profit before technical write-off of bad debts 29625.99 23,815.28
Op. Profit after technical write-off of bad debts 14,798.03 10,127.58
Net profit after tax 11,073.46 9,815.91
Basic EPS (in Rs.) [face value Rs.100/-] 11.95 13.90
Diluted EPS (in Rs.) [face value Rs.100/-] 11.93 13.81
Net worth 151,312.84 | 1,32,834.64
Capital Adequacy Ratio % 30.70 28.65
Gross NPA as % of Gross Advances 2.32 2.67
Net NPA as % of Net Advances 0.43 0.61

The financial performance of Corporation over the last two FYs reflects a
trajectory of steady growth, operational resilience, and financial prudence. The
Corporation has demonstrated commendable progress across key business
indicators, reinforcing its position as a robust and mission-driven development
financial institution in the State of Kerala.

Sanction and Disbursement

The total sanctions rose significantly from Rs. 4,00,257.07 lakh in 2024-25 to
Rs.4,53,210.54 lakh in 2025-26, registering a robust year-on-year growth of
13.23%. This notable increase in sanctioned loans underscores KFC’s proactive
business development initiatives and responsiveness to the rising credit demand
in the State’s entrepreneurial ecosystem. It also reflects the enhanced outreach
of the Corporation's schemes such as CMEDP, Startup Kerala, and KAMS.
Disbursements during FY 2025-26 stood at Rs. 5,62,869.12 lakh, showing a
robust growth of 43.65% from Rs. 3,91,839.91 lakh in the previous vear.

Recovery

The Corporation’s recovery performance showed a significant improvement in FY
2025-26, with total recoveries increasing from Rs. 3,98,075.93 lakh in the
previous year to Rs. 5,38,937.32 lakh, registering a 35.39% growth. This
positive trend is indicative of the Corporation’s robust follow-up systems, and
effective recovery strategies, which have contributed to sustained liquidity and
minimal slippages.

Corporation has instituted a strong monitoring framework for loan recovery. In
this regard, the Board at its meeting held on 11.11.2025, approved the revisions

to the Loan Compromise Settlement Policy (LCSP) aimed at facilitating the .

resolutions of non-performing accounts. Under this scheme, Compromise
Settlements were sanctioned in 94 cases amounting to Rs.17449.73 lakh, of
‘which 47 cases were successfully settled for Rs.6853.95 |akh as on 31.03.2026.
During the year Corporation has recovered Rs.10983.31 Lakhs from loan
accounts technicaily written off in earlier years as against Rs.8484.06 Lakh
during FY 2024-25.




Portfolio

KFC's loan portfolio grew from Rs. 8,01,198.61 lakh in FY 2024-25 to Rs.
908,065.11 lakh in FY 2025-26, marking an increase of 13.34%. This growth in
the outstanding portfolio indicates the Corporation’s sustained efforts to expand
credit deployment to priority sectors, especially MSMEs, start-ups, and women-
led enterprises. The increase also reflects an improved credit absorption capacity
among industrial units supported by an industrial friendly environment and
targeted schemes offered by the Corporation.

The sector-wise classification of Loans & Advances as on March 31, 2026 is
furnished below:

Rs in Iakh

As on 31.03.2026 As on 31.03.2025
Sector No Amount % No Amount %
1 | Manufacturing | 1616 117142.18 12.90}| 1577 113131.35 14.12
2 | Service 3836 | 748589.13 82.44 | 3867 | 653756.45| 81.60
3 | CRE 106 42333.80 4.66 110 34310.80 4.28
Total 5558 | 908065.11 | 100.00 | 5554 | 801198.60 | 100.00
Profitability

The Corporation recorded a total income of Rs. 104,508.88 lakh in FY 2025-26,
up from Rs. 90,139.05 lakh in the previous year. Net profit withessed a rise of
12.81%, increasing from Rs.9815.91 lakh in 2024-25 to Rs.11073.46 lakh in
2025-26. This notable growth in profitability reflects the Corporation’s efficient
fund utilization, improved interest margin realization, and stringent control over
operating expenses.

Dividend

For the financial year 2025-26, after considering the Corporation’s present and
future business requirements, capital adequacy position, and the need to
strengthen its financial position for supporting future growth and expansion, the
Board of Directors has not recommended any dividend. The Board is of the view
that retention of profits will strengthen the Corporation’s net worth, improve the
debt-equity ratio, and enhance its capacity to support future business growth
and expansion, considering that the Corporation’s authorised share capital of
Rs.1,000 crore has already been fully subscribed, including share application
money pending allotment.

Capital & Reserves

As on March 31, 2026, the Corporation’s paid-up share capital stood at
Rs.92,650.43 lakh. During the year, an ‘amount of Rs.7,349.57 lakh was
received from the Government of Kerala on March 23, 2026 towards allotment of
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73.49 lakh equity shares of Rs.100 each and the same is pending allotment as
on the reporting date. Upon allotment of the aforesaid shares, the paid-up share
capital of the Corporation will reach Rs.1,00,000 lakh, thereby fully utilising the
authorised share capital of the Corporation.

Consequent to the proposed allotment and retention of profits, the Corporation’s
net worth is expected to register a growth of 13.91%, increasing from
Rs.1,32,834.64 lakh to Rs.1,51,312.84 lakh. The enhanced net worth is
expected to strengthen the Corporation’s financial position, improve the debt-
equity ratio, and augment its capacity to mobilise additional resources for
supporting future business growth, expansion, and developmental initiatives.

Asset Quality

The Corporation accords highest priority to maintaining the quality of its loan
portfolio. As on 31.03.2026, standard assets constituted 97.68% of the total
portfolio, reflecting KFC’s strong credit discipline and prudent lending practices.
In an environment where the broader financial sector continues to grapple with
rising NPAs, KFC has demonstrated exemplary asset quality management
- through focused recovery efforts and rigorous loan monitoring,

During the year Gross NPA ratio improved from 2.67% to 2.32%, registering a
decline of 13.11%, while the Net NPA ratio reduced from 0.61% to 0.43%,
reflecting a 29.51% decrease. These positive trends underscore the
Corporation’s prudent credit appraisal and robust risk management systems.
Additionally, the Provision Coverage Ratio has been maintained at a healthy level
of 89.30% thereby strengthening the Corporation’s financial resilience.

Shareholding pattern

As on March 31, 2026, the Corporation’s paid-up capital stood at Rs.92,650.43
lakh. An amount of Rs.7349.57 lakh was received from the Government of
Kerala on 23.03.2026 towards the allotment of 73.49 lakh equity shares of
Rs.100 each. Post allotment the composition of shareholders is furnished below:

Shareholders Amount(Rs in lakh) % of Shareholding
Government of Kerala 99376.51 99.376
SIDBI 613.33 0.613
LIC 7.1 0.007
SBI 2.1 0.002
Others 0.96 0.001
Total 100000.00 100.000




The Capital to Risk Weighted Assets Ratio (CRAR)

The Capital to Risk Weighted Assets Ratio (CRAR) of the Corporation as on
March 31, 2026 according to Basel III guidelines is 30.70% (28.65% as on
March 31, 2025).

Key Business Initiatives Undertaken During the Year

Establishing New Stressed Assets Recovery Branches (SARBs). To
enhance operational efficiency and ensure better geographic coverage, two
additional Stressed Assets Recovery Branches (SARBs) were established at
Kasaragod and Kottayam. Consequently, the total number of SARBs increased to
five, and the total number of branches of the Corporation rose to 24.

Extension of Chief Minister's Entrepreneurship Development Programme
(CMEDP). As per GO(Ms) No0.96/2025/FIN dated 29.07.2025, sanction was
accorded to extend the term of CMEDP Edition II for one more year, with effect
from 27.07.2025.

Extension of KFC Agro-based MSME Loan Scheme (KAMS). As per GO(Ms)
N0.92/2025/FIN dated 16.07.2025, sanction was accorded to continue the State
Government interest subvention of 3% to eligible units under the KFC Agro-
based MSME Loan Scheme (KAMS) for the Financial Year 2025-26.

Startup Kerala Loan Scheme. The eligibility criteria for Startup loans have
been revised, under the Startup Kerala Loan Scheme, in compliance with the
Central Government Gazette Notification dated 4 February 2026. As per the
revised criteria, Deep Tech Startups are now eligible for financial assistance for a
period of up to twenty years from the date of their incorporation or registration.

Implementation of the Group Health Insurance Scheme for Employees.
As an additional welfare measure for KFC employees, the Group Health
Insurance (GHI) Scheme has been implemented through SBI General Insurance
under the SBI Corporate Salary Package (CSP).

KFC Machinery Loan Scheme for MSMEs. Corporation also introduced a new
loan scheme titled "KFC Machinery Loan Scheme for MSMES" for need-based
term loan assistance to MSMEs for the acquisition of new machinery/ equipment,
without any collateral security.

KFC Tourism Development Loan (KTDL). As per GO(Ms) No0.144/2025/Fin
dated 07.11.2025 and GO(Ms) No0.4/2026/Fin dated 15.01.2026, KFC Tourism
Development Loan (KTDL) has been implemented through KFC.




‘Expand Your Office' (EYO) Loan Scheme. As per GO(Ms) No.143/2025/FIN
Dated 07.11.2025, 'Expand Your Office' ((EYO) Loan Scheme has been
implemented through KFC,

SANTHWANAM-One Time Settlement Drive. The Corporation has conducted
‘SANTHWANAM-One Time Settlement Drive’, during the period from 09.01.2026
to 31.03.2026, for cleaning NPAs.

Business Outreach Programme -~ ‘Unarvu-2026’. A special Business
Outreach Programme titled ‘Unarvu-2026’ was conducted during the period from
01.01.2026 to 28.02.2026 to improve sanctions, expedite disbursements, and
support portfolio growth.

Interest Rate Reduction. The Base Rate and External Benchmark Lending
Rate (EBLR) were reduced by 25 basis points from 9.50% to 9.25%, and the
Repo Linked Lending Rate (RLLR) is reduced to 9.00%, with effect from
01.01.2026.

Additional Rebate. An enhanced rebate of 25 basis points was approved for
the period from 01.01.2026 to 31.03.2026 for customers who made prompt
repayments for three consecutive months, subject to the condition that the
effective lending rate shall not fall below 9.25%.

Credit Guarantee Scheme for Startups (CGSS). The Corporation has
registered as a Member Lending Institution under the revised CGSS by the
National Credit Guarantee Trustee Company Ltd (NCGTC), enabling extension of
collateral-free loans up to Rs.20 crore to eligible Startups.

Operationalised Kerala MSME Bill Discounting Platform (KMBDP). The
Kerala MSME Bill Discounting, Platform (KMBDP) has been activated by getting
KFC boarded as a financier In the Receivables Exchange of India Ltd (RXIL)
platform, an RBI-approved Trade Receivables Discounting System (TReDS)
platform.

Awards and Recognitions 2025-26.

During the financial year 2025-26, Kerala Financial Corporation (KFC) received
multiple accolades in recognition of its outstanding contributions to the financial
services sector, particularly in supporting the MSME ecosystem.

KFC was honoured with the Exemplary Business & Leadership Award as the
“Best MSME Loan Provider for Startups” at the 3" MSME Conclave, organised by
Hues of Life.




KFC was also conferred the "“Financial Institution of the Year - Promoting
Industrial Growth in Kerala” at the Metro MSME Awards 2025.

KFC:received the “Power Brand & Business Excellence Award 2025” from Hues of
Life, further reaffirming its strong brand presence and excellence in service
delivery.

KFC also secured the MSME Excellence Award 2024 from Hues of Life,
recognizing it as the Best Financial Service Provider to the MSME sector.

¢

KFC was honoured with the “Metro Food Award 2025" as a Pioneer in Funding
Culinary & Hospitality Ventures.

These recognitions underscore KFC's unwavering commitment to developmental
finance and its impactful role in fostering entrepreneurship and driving industrial
growth in Kerala.

Resource mobilisation

» LOC from Commercial Banks/FIs. The Corporation mobilizes resources
from banks/ financial institutions as Term loan/ Working Capital Demand
Loan/ Overdraft/ Foreign Currency Loan. During the year the Corporation
availed loans amounting to Rs. 3,75,103.96 Lakh and repaid Rs. 2,95,224.76
Lakh. The loan outstanding as on 31.03.2026 is Rs. 7,17,186.08 Lakh. The
Corporation is rated A+ for Bank borrowings from Acuite Rating Agency and
Informerics Rating Agency during the year.

e Non-SLR Bonds. The Corporation has listed the following NCDs in the
Bombay Stock Exchange and the annual listing fees has been paid. The
NCDs issued without Government guarantee are rated AA(SO) by two RBI /
SEBI approved rating agencies. The Corporation remains the only PSU in the
State, raising funds from the bond market, without Govt., guarantee. During
the financial year 2025-26, the Corporation mobilized Rs.310 crore by issue
of Non-Convertible Debentures (NCDs). The total outstanding bonds of KFC
as on 31.03.2026 aggregate to Rs. 1,67,950.00 Lakh as given below.

Rs in Lakh
SI | Issue Date | Coupon Amount Amount Maturity Credit Asset
No Issued Outstanding Date Rating Cover*
1 23-1ul-25 8.58% 31000.00 31000.00 23-1ul-35 AA 100%
2 13-Mar-24 | ; 8.89% 30700.00 30700.00 13-Mar-34 AA 100%
3 02-May-23 8.63% 27350.00 27350.00 24-Mar-33 AA 100%
4 24-Mar-23 8.90% 47650,00 47650,00 24-Mar-33 AA 100%
5 14-Sep-20 7.70% 25000,00 25000.00 14-Sep 30 AA 110%




6 09-Jul-19 B.99% 25000.00 6250.00 09-Jul-26 AA 125%

+ Asset cover maintained as per issue terms (secured by receivables)

In order to enable Debenture Trustees to take prompt action for enforcement of
security in case of default in listed debt securities, a ‘Recovery Expense
Fund’(REF) equal to 0.01% of the issue size subject to maximum of Rs.25 Lakh
shall be created, as per SEBI Circular SEBI/HO/MIRSD/CRADT/CIR/P/2020/207
dated 22" October 2020 which shall be utilized in a manner decided by halders
of securities in ‘case of default. The ,provisions of this circular were made
applicable w.e.f. January 2021 and accordingly the amount deposited by
Corporation towards REF with BSE as on March 31, 2026 is Rs.21.67 Lakh.

Risk Management ;

The Corporation has developed a comprehensive risk management framework
that systematically identifies, measures, and manages all material risks in line
with regulatory guidelines from the Reserve Bank of India, SEBI, and other
authorities, while adhering to industry best practices. Risk management is fully
integrated into core functions making it central to decision-making. The
framework establishes governance structures, defines risk appetite, and ensures
consistent risk assessment across the Corporation. To oversee risk effectively,
the Corporation has constituted key committees: the Risk Management
Committee of the Board (RMCB), the Risk Management Committee of Executives
(RMC) and the Asset Liability Management Committee (ALCO). Together, they
uphold a robust risk governance framework supporting sustainable growth and
value creation for stakeholders.

Asset Liability Management (ALM)
The Corporation’s Asset Liability Management (ALM) framework is designed to
support strategic planning, implementation, and control processes that influence
the maturity, quality, and liquidity of its assets and liabilities, ensuring that
returns are commensurate with the level of risk undertaken. This framework has
become Increasingly critical as the Corporation’s business operations, funding
sources, and risk exposures continue to expand. The Asset Liability Management
Committee (ALCO) is tasked with actively managing liquidity and associated
financial risks. It regularly reviews the Corporation’s liquidity position, examines
approved liquidity ratios, and ensures there are no breaches. ALCO also
monitors cash flows to prevent negative mismatches that. could lead to a liquidity
shortfall or crisis. Through continuous oversight and timely interventions, ALCO
ensures effective fund management and financial resilience. During the financial
year, ALCO met 11 times, reflecting its proactive and vigilant approach to
liquidity and risk management. '
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IS0 Certification .

The Quality Management System Certificate in respect of the products and/or
services, IS/ 1SO 9001-2015, was renewed by the Bureau of Indian Standards
(BIS) after conducting a surveillance/ renewal audit. The current license is valid
till 19t April 2029. Al the offices of the Corporation continue to hold the Quality
Management System Certificate.

Other Financial Service Activities

"IRDA has approved the Corporation for acting as a Corporate Agent (composite)
for procuring or soliciting insurance business. The Corporation has now
reregistered itself with IRDA as per IRDAI (Registration of Corporate
Agents) Regulations 2015 and the registration is valid till 4% September 2026. A
Board approved Policy on the manner of soliciting and servicing insurance
products is in place. The Policy includes the approach to be followed by the
corporate agent in having single or multiple tie-ups, the partners in the tie-ups,
the business mix, the type of products sold, the grievance redressal mechanism
~ and reporting requirements.

Audits

Corporation adheres to a comprehensive multi-tiered audit framework
comprising statutory, internal, and concurrent audits to uphold financial integrity
and regulatory compliance. Statutory audits of the Corporation’s accounts are
conducted quarterly in accordance with Section 37 of the State Financial
Corporations Act, 1951, and SEBI Listing Regulations, with annual audited
results submitted to stock exchanges within sixty days of the financial year-end.
Additionally, a Limited Review of accounts is performed each quarter, and
financial results, audited or unaudited, are filed within forty-five days of the
quarter’s end (except for the last quarter), accompanied by a Limited Review
Report from the Statutory Auditors. Internal audits are carried out quarterly by
designated officers, covering all critical operational areas from loan sanction to
recovery, while monthly concurrent audits of branch operations are undertaken
by reputed Chartered Accountant firms. Pre-disbursement audits are mandated
for loan disbursements exceeding Rs.100 lakh, conducted by independent teams
not involved in the sanction or disbursement processes. Compromise
settlements above Rs.25 lakh undergo audit as a prudent control and risk
mitigation measure. Furthermore, an annual Line of Credit (LOC) audit for
contractor loans is conducted during the first quarter of each financial year.
These rigorous audit procedures collectively ensure strict adherence to policies,
mitigate operational risks, and strengthen the Corporation’s governance
framework. The Comptroller & Auditor General of India has audited the
Corporation’s accounts up to the financial year 2024-25. Additionally, CAG
conducted a subject-specific compliance audit on the sanction, disbursement,
and recovery of loans by Kerala Financial Corporation, covering the period from
FY 2021-22 to FY 2023-24.
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' Statutory Auditors

At the 72nd Annual General Meeting held on 30.06.2025, reappointed M/s. JAKS
Associates, Chartered Accountants, Thiruvananthapuram (Firm Registration No.
0013605), as Statutory Auditors of the Corporation for the audit of the
Corporation’s accounts for the year 2025-26. Their scope includes quarterly
‘audits and the annual audit of accounts under Section 37 of the State Financial
Corporations Act, 1951, The Corporation continues to ensure full cooperation
and transparency in all audit processes and places the auditors' reports before
the Board and shareholders as per the regulatory timelines.

Secretarial Audit

In accordance with the provisions of Section 204 of the Companies Act, 2013
and Regulation 24A of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015, the Board in its meeting held on 21.05.2025
subject to shareholders approval on 30.06.2025 has appointed M/s. K. Narayana
Swamy & Co., Practicing Company Secretaries, Bengaluru (FCS 1838 / CP 9878
/ Peer Review Cert. No. 1744/2022) to conduct the Secretarial Audit of the
Corporation for the financial year ended 31st March, 2026. The Secretarial Audit
Report is annexed to this Report and reflects the Corporation’s continued
commitment to sound corporate governance practices and full statutory
compliance.

Internal Control System

The Corporation has implemented a robust internal control system aimed at
ensuring the reliability of financial reporting, compliance with applicable laws and
regulations, and the effectiveness and efficiency of operations. These internal
controls are structured around clearly defined policies, standard operating
procedures, and approval hierarchies. They are continuously reviewed,
benchmarked against industry best practices, and updated to address emerging
risks. The Corporation’s internal control processes are supported by regular
evaluations and certifications across business units. Through enhanced internal
inspection mechanisms and vigilance measures, KFC ensures that internal
controls are operating effectively. Additionally, Corporation periodicaly does an
assessment of the Corporation’s internal control mechanism and affirms its
adequacy and operating effectiveness as required under applicable laws and
regulations.

Human Resources and Capacity Building

The Corporation firmly believes that its human capital is the .cornerstone of its
sustained success and organizational excelience. Recognizing the importance of
employee motivation and continuous professional development, several
initiatives were undertaken during FY 2026-27 to strengthen workforce
capabilities. A total of 131 employees were provided training through various in-
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house and external programmes, and promotions were awarded to 10
employees, fostering a culture of growth and recognition. As on 31st March
2026, the Corporation had a total staff strength of 182, During the year, 3
employees retired on attaining superannuation.

Participative Management

The Corporation believes in participative management. The rich experience of
its officers can be fully utilized by increasing their participation in the decision-
making process. Realising this, extensive delegation has been given at different
levels across the State at the Branch, Zone and Head Office. At the Head Office/
Zonal Office/ Branch Office, the committee concept is widely used and decision-
making has been transparent and consultative.

Future Plans of the Corporation

The Corporation is committed to promoting sustainable growth,
entrepreneurship, employment generation, and sectoral development across the
State through the implementation of various strategic initiatives and
developmental programmes during FY 2026-27,

Digital Transformation

The Corporation proposes to undertake comprehensive digital transformation
initiatives aimed at enhancing operational efficiency, customer experience, and
service delivery mechanisms through digitization of lending operations and
strengthening technology-driven governance systems.

Business Diversification

As part of revenue diversification efforts, the Corporation proposes to explore
fee-based financial services with the objective of augmenting non-interest
income and expanding customer engagement opportunities.

Infrastructure Upgradation

The Corporation proposes to undertake office modernization and infrastructure
enhancement initiatives across branches to improve customer service standards,
operational efficiency, workplace functionality, and digital readiness.

Launch of Premium Card Products

The Corporation proposes to introduce KFC Platinum, Gold, and Silver Cards for
high-performing customers. In addition, a dedicated “KFC Pink Card” for women
entrepreneurs is proposed to encourage and support women-led enterprises and
startups.

Startup Kerala Scheme Enhancement

The existing Startup Kerala Scheme is proposed to be strengthened by
increasing the loan ceiling up to Rs.15 crore, particularly for purchase order
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execution, working capital support, and bill discounting requirements of startup
ventures.

Sustainable Footwear Cluster Scheme

The Corporation proposes to introduce a loan scheme for the footwear industry
to support MSME units and footwear manufacturing clusters in the State.
Financial assistance up to Rs.20 crore will be extended for establishment and
expansion of footwear manufacturing units and allied infrastructure.

Senior Living & Geriatric Infrastructure Scheme

The Corporation proposes to launch a Senior Living & Geriatric Infrastructure
Scheme for construction of community living clusters and retirement hubs for
senior citizens in the State. Financial assistance up to Rs.20 crore will be
provided under the scheme.

The above initiatives are expected to strengthen the Corporation’s market
position, improve operational capabilities, support MSME and startup
ecosystems, generate employment opportunities, and ensure sustainable and
inclusive growth during FY 2026-27.

Corporate Governance

The Corporation is committed to adopting best corporate governance practices
and believes that effective Corporate Governance is not just a requirement for
regulatory compliance, but also a facilitator for the enhancement of
stakeholders” value. The Corporation has been ensuring fairness, responsibility,
accountability and transparency in all its dealings. The Corporation reiterates its
commitment to pursue the highest standards of corporate governance such as
empowerment and integrity of its employees, transparency in the decision-
making process, fair & ethical dealings, and accountability to all the
stakeholders. The various internal policies of the Corporation were reviewed by
the Board during the year and wherever required necessary amendments are
being done. ISO procedures are scrupulously complied with. No frauds were
reported during the FY 2025-26.

The Corporation has designated State Public Information Officers, Assistant
Public Information Officers, and Appellate Officers at both the Head Office and
Branch Offices to ensure timely responses under the RTI Act. During the
financial year, 80 RTI applications were received, all of which were disposed of
within the prescribed time limits. A significant development was the integration
with the Government of Kerala’s RTI online portai

(https://rtiportal.kerala.gov.in/), enabling the public to conveniently submit RTI

applications to KFC through the online portal.

The Corporation.has complied with provisions relating to the constitution of the
Internal Complaints Committee under Section 22 of the Sexual Harassment of
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Women at Workplace (Prevention, Prohibition and Redressal) Act, 2013. The
Policy provides for protection against sexual harassment of women in the
workplace and prevention and redressal of such complaints. During FY 25-26, no
complaints were reported. !

Corporate Governance Framework

The Corporation operates under a robust three-tier Corporate Governance
structure designed to ensure accountability, transparency, and effective
oversight of its operations:

a) Board of Directors:

The Board serves as the apex decision-making body and is primarily responsible
for safeguarding stakeholder interests and enhancing long-term, value. It
provides strategic supervision by setting corporate objectives, policies,
performance benchmarks, accountability frameworks, and decision-making
protocols. The Board also ensures the implementation and maintenance of
adequate internal financial controls, supported by appropriate policies and
procedures to facilitate orderly and efficient business conduct, asset protection,
prevention of frauds, accurate financial reporting, and statutory compliance.

b) Apex Committees of the Board:

The Board has constituted several sub-committees, including the Executive
Committee, Audit Committee, Risk Management Committee, Stakeholders
Relationship Committee, and Nomination and Remuneration Committee. These
committees focus -on specific functional areas such as financial reporting and
audit, risk identification and mitigation, compliance monitoring, sustainable
development, policy formulation, and overall governance enhancement.

¢) Executive Management: .

The day-to-day management of the Corporation is entrusted to the Executive
Management team, comprising the Executive Director, General Managers,
Financial Controller, Heads of Departments, and Zonal Managers. Responsibilities
are clearly defined and delegated across functional and operational levels,
ensuring efficient execution, operational control, and alignment with the
Corporation’s strategic goals.

Board of Directors:
The details of the Board of Directors are given below:

Name Designation Tenure
Dr. A. Jayathilak IAS, Chief Secretary, 28.10.2024 - Present
Chairman Government of Kerala

Shri. Umesh NSK _
IAS Managing Director, KFC | 13-08-2025 - 18-03-2026
Managing Director 06-05-2026- Present
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Dr. Sriram V IAS
Managing Director

Director, Agriculture
Development & Farmers
Welfare;

MD, KFC

31.08.2024-28.11.2024 &
28.12,2024-07.08.2025

Smt. Anju K.S IAS
Managing Director

Managing Director, KFC

19-03-2026 - 06-05-2026

Shri. S.Harikishore
IAS
Director

Director of Industries &
Commaerce

12-08-2021- 08-07-2025

Shri, Mir
Muhammed Ali IAS

Managing Director,
KSIDC

08-07-2025 - 09-10- 2025

Shri. Vishnuraj P
IAS

Managing Director,
KSIDC

09-10-2025- Present

Director .
Shri, Subbarao Director General 22.05.2024 - 14-10-2025
Sreepathy Manager, SIDBI

Shri. Prabhakaran
Nair Suseela Manoj
Director

General Manager,
SIDBI

14-10-2025 - Present

Shri. Shaju Raphael
Director

Deputy General
Manager,
SIDBI

22.05.2024 - Present

Shri. Premkumar S
Director

Senior Divisional
Manager, LIC

11.08.2022 - 18.05.2025

Shri. Ajish B Senior Divisional 19.05.2025 — Present
Director Manager,

LiC
Shri. Manmohan General Manager, '04-09-2024 - Present
Swain SBI
Director
Smt. N. Sreelatha Additional Secretary 19-02-2026 - Present
Sukumaran (Retired), Finahce
Independent Department
Director

Shri. Premnath
Ravindranath MD
(In-charge)

Executive Director, KFC

18-03-2026 - 19-03-2026

Apex Committees:

The Board of the Corporation met Four times during the year on 21.05.2025,
07.08.2025, 11.11.2025 and 11.02.2026

The Executive Committee met Eleven times during the year on 16.04. 2025,
26.04.2025,24.06.2025,19.07.2025,21.08.2025,24.09.2025,29.10.2025,19.11. 20
25, 14.01. 2026 06.02.2026 and 21.03.2026

),




The Audit Committee metfour times during the year on 20-05-2025, 07-08-
2025, 10-11-2025 and 11-02-2026

The Risk Management Committee (RMC) met twice during the year on 07-08-

2025 and 11-02-2026

The Stakeholder Relationship Committee (SRC) met once during the year on 11-

02-2026

The Nomination and Remuneration Committee (NRC) met once during the year

on 11-02-2026

Attendance of the Members in the Board and Apex Committee Meetings

during the FY 2025-26:

RMC | SRC | NRC
Name Board (4) | AC (4) |EC (11) (2) (1) (1)
Dr. A Jayathilak [IAS 4 NA 11 NA NA NA
Dr. Sriram V IAS 2 NA 4 NA NA NA
Shri. Umesh NSK IAS 2 NA 6 NA | NA | NA
Smt. Anju K.S IAS 0 NA 1 NA NA NA
Shri. Mir Muhammed Ali IAS 0 NA NA NA NA NA
Shri. Vishnuraj P IAS 0 NA NA NA NA NA
Shri. Subbarao 2 NA NA NA NA NA
Sreepathy ‘
Shri. Prabhakaran Nair Suseela 1 NA NA NA NA NA
Manoj
Shri. Shaju Raphael 4 4 10 NA 1 1
Shri. Ajish B 4 4 9 2 1 1
Shrl, Premkumar S NA NA 2 NA NA NA
Director
Shri. Manmohan Swain 2 4 NA 2 1 1
Smt. N. Sreelatha Sukumaran NA NA NA NA NA NA

Remuneration to Key Managerial Personnel
No remuneration was paid to Dr. A. Jayathilak, IAS (Chairman), Shri.Umesh NSK
IAS(Managing Director, Dr. Sriram Venkitaraman, IAS (Managing Director). The
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details of .salary and other perquisites paid to other Key Managerial Personnel
(KMPs) during the financial year are as follows:

« Sri Premnath Ravindranath, Executive Director: Rs.49.73 lakh

+ 5Smt. Soya K, Financial Controller & Chief Financial Officer: Rs.37.69 lakh

» Smt. Nandhini Vijayaraghavan, Company Secretary: Rs.13.68 lakh

Directors’ Responsibility Statement

The Directors have taken proper and sufficient care for the maintenance of
adequate accounting records for safeguarding the assets of the Corporation and
for preventing and detecting fraud and other irregularities; and the Directors
have prepared the annual accounts on a going concern basis. To the best of their
knowledge and belief, and based on the information and explanations received,
the Board of Directors of the Corporation hereby confirms that:

(@) In the preparation of the annual financial statements for the year ended
March 31, 2026, the applicable accounting standards have been followed,
along with appropriate disclosures and explanations for any material
departures, if any;

(b) The accounting policies described in the Notes to the Financial Statements
have been consistently applied, and reasonable and prudent Judgments and
estimates have been made so as to present a true and fair view of the
financial position of the Corporation as on March 31, 2026, and of the profit
for the year ended on that date; ‘

(c) The applicable guidelines issued for State Financial Corporations have
been duly followed, with no matertal deviations. The Corporation continues to
follow thé accrual basis of accounting for standard assets and cash basis for
non-performing assets as adopted from the financial year 2005-06;

(d) Proper and adequate care has been taken for the maintenance of
accurate accounting records in accordance with the provisions of the State
Financial Corporations Act, 1951, the Companies Act, 2013, and applicable
guidelines issued by SIDBI/RBI, to safeguard the assets of the Corporation
and to prevent and detect frauds and other irregularities;

(e) The annual accounts have been prepared on a going concern basis;

(f) The Corporation has established adequate internal financial controls and
such controls have been operating effectively during the financial year;

(g9) The Corporation has devised and implemented proper systems to ensure
compliance with applicable laws, and such systems are adequate and
operating effectively.
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of Indian Standards (BIS} and other statutory and regulatory authorities
throughout the year. The Board also expresses its gratitude to Banks, Financial
Institutions, Rating Agencies, Trustees, and the Stock Exchange for their
continued cooperation and assistance. The Board further expresses its sincere
gratitude to the shareholders, customers, and vendors for their continued trust,
suppert, and goodwill, and anticipates their sustained collaboration in the future.
The Board also takes this opportunity to commend and sincerely appreciate the
dedicated services rendered by the outgoing Directors as well as the employees
of the Corporation for their commitment and contribution.

For and on behalf of the Board

Thiruvananthapuram ffinan
25.05.2026
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