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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 _‘-!Gtatutory 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 & Associates, Chartered
Accountants (ICAI Firm Registration No.001536S5),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
shareholders 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 scanned copy of the duly completed, sighed,
and stamped proxy form via email to cs@kfc.org within the stipulated
timeframe of 48 hours before the mesting.

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 a 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
fransacted 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 Proxies 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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KERALA FINANCIAL CORPORATION

H.O. - ‘Aswathy’, Vellayambalam,
Thiruvananthapuram - 695 033.

I, We e (folio NO.) Of s being a share

holder of the Kerala Financial Corporation holding . shares

NOS..oiirrce v e hereby appoint  Shri/Smt............ . ....................
0] PO PO (or failing him
Shri/SME..cvi e OF ) as my/our proxy to

vote for me/us z?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........ccoevrine day ofcecccenne,

‘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
increasing 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) No0.46/2026/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
(SOTR) , 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 allocation 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)No.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 compliance adherence. Backed
by an impeccable market reputation and a fortified 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

3




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
Piluted 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 [oans 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 year.

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 Jakh as on 31.03.2026.
During the year Corporation has recovered Rs.10983.31 Lakhs from loan
accounts technically 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 lakh

As on 31.03.2026 As on 31.03.2025
Sector No Amount % No Amount %
1 | Manufacturing | 1616 | 117142.18 1290} 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 witnessed 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 aforesald 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 maonitoring.

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 [evel
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 ailotment of 73.49 lakh equity shares of
Rs.100 each. Post allotment the compaosition of shareholders is furnished below:

Shéreholders

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)
No.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) No.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.

KFCreceived 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 8.85% 30700.00 30700.00 13-Mar-34 AA 100%
3 | 02-May-23 | 8.63% | 27350.00 27350,00 | 24-Mar-33 AR 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 holders
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 f

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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ISO Certification .

The Quality Management System Certificate in respect of the products and/or
services, IS/ ISO 9001-2015, was renewed by the Bureau of Indian Standards
(BIS) after conducting a surveillance/ renewal audit. The current license is valid
till 19% April 2029. All 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 muiltiple 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 gquarter, 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.
001360S), 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 excellence. Recognizing the importance of
employee motivation and continuous professional development, several
Initiatives were undertaken during FY 2026-27 to strengthen waorkforce
capabilities. A total of 131 employees were provided training through various in-

12




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 recelved, 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

(hitps://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 henchmarks, 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
Chalrman Government of Kerala

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

15




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 &
Commerce

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), Finance
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 All IAS 0 NA NA NA NA NA
Shrl. 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
Shei, 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:

« 5Sri Premnath Ravindranath, Executive Director: Rs.49.73 lakh

« Smt, 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:

(2) 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 ]udgments 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 material deviations. The Corporation continues to
follew the 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;
(9) 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, Financiai
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,
support, 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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rayana Swamy
FCS. LLB. PGDPM

FORM NO. MR 2
SECRETARIAL AUDIT REPORT

FOR THE FINANCIAL YEAR ENDED 3157 MARCH, 2026
[Pursuant 1o Regulation 24A (1) of SEBI {Listing Obligations and Disclosure Reguirements)
Regulations, 2015 read with
Section 204 (1) of the Companies Actl, 2013 and Rule Na.9 of the Companies {Appaintmenl
and Remuneration of Managerial Personnels Rules 2014,

To.

The Members
Kerala Financial Corporation

We have conducted the Secretarial Audil of the compliance of apphcahle stalutory provisions
and adherence to good corporate practices by KERALA FINANCIAL CORPORATION - Pan
No. AABCK1316M (hereinafter called ‘the Corporation/KFC'}. The Secretarial Audit was
conducted in a manner that provided us reasonable basis for evaluating the corporate
conductsistatutory compliances and expressing our opimon thereon.

Based on our venfication »f the Corpcration s books. papers. minute books, forms and returns
filed and other records maintained by the Corpeoration and also the information provided by the
Corporation, s officers. agents and autheorized representatives during the conduct of Secretanal
Audit we hereby report that. m our opinion, the Corporation has dunng the audit penod ended
on 31st March, 2026 complizd with the statutory provisions listed hereunder and also that the
Corporation has proper Board-processes and Compaliance-mechanism in place Lo the extent, in
the manner and subject to the reporting made heremaier

We have examuned the books, papers, nmunute boacks, forms and returns filed and other records
maintained by the Corporation for the financia' year ended on 31st March, 2026 according to the
provisions of

I.  The Companies Acl. 2013 (‘the Act ) and the Rules made thereunder  (Nof directly
Applicable).

NOTE: KFCis not a Company reqistered under the Companies Act 1956/2013, but was
established under the State Financial Corporatinns Act, 1951 and governed by the KFC
General Regufations, 2003 approved by Government of Keralam and S1D8!

Il. The Securities Contracts (Regulation) Act. 1956 ("SCRA"), and the Rues made
thereunder,

Il The Depositories Act, 1996 and Ihe Rules made thereunder;
V. Foreign Exchange Management Act. 1999 and the Rules made thereunder to the extent of
Foreign Direct Investment, Overseas Direct Invesiment and External Commercial

Borrowings (Nof Applicable). and

V. The Regulations and Guidelines prescribed under the Securities and Exchange Board of
India Act. 1992 {'SEBI Act’), viz.,



{a) Securities and Exchange Board of india (Listing Obligations and Disclosure
Requirements) Regulations, 2015;

{b) Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations. 2018:

(c) Securities and Exchange Board of India {Substantial Acquisition of Shares and
Takeovers) Regulations, 2011; (Not Applicable)

(d) Securities and Exchange Board of India (Buyback of Securities) Regulations,

2018; (Nol Applicable)

(e} Secunties and Exchange Board of India {(Share Based Employee Benefits and Sweat
Equity) Regulations, 2021, (Not Applicable)

(f) Securities and Exchange Board of India {{ssue and Listing of Non-Convertible
Securities} Regutations, 2021

(g) Securities and Exchange Board of India {Prohibition of Insider Trading) Regulations,
2015;

(h} The Securities and Exchange Board of India (Registrar to an lssue and Share
Transfer Agents) Regulations, 1992 regarding the Companies Act and dealing with
clients;

(i) Securities and Exchange Board of India (Investor Protection and Education Fund)
Regulations, 2009 to the extent applicable;

(1) Securities and Exchange Board of India {Debenture Trustee) Regulations. 1993 (in
relation to obligations of Issuer Company) {o the extent applicable; &

{k) The Securities and Exchange Board of India (Delisting of Equity Shares) Regulations,
2021 (Mot Applicable};

We bhave also examined the following Specific Laws and Regulations as applicable to the
Corporation based on the information received and records maintained by the Corporation on
test-check basis:

VI Specific Laws —

a. State Financial Corporations Act, 1951 &
b. KFC General Regulations, 2003,

VIl. General & Labour Laws -

a. Payment of Wages Act, 1936

b. Employees Provident Funds and Miscellaneous Provisions Act, 1352

c. Employees State insurance Act, 1948

d. Payment of Gratuity Act, 1972

e. Contract Labour (Regulation and Abolition) Act, 1970

f. Sexual Harassment of Women at Workplace (Prevention, Prohibition and Redressal)
Act, 2013

g. Trade Union Act, 1926 &

h. Other applicable Labour Laws, Rules & Regulations thereof.

Note: Although the four new tabouwr Codes consofidating 29 faws into o unified framework
cavering alf organized/unorganized, factory, etc., are effective from 21.11.2025, KFCis yet to
implement the same.

The Management has also confirmed that all the laws, rules, regulations, orders, standards and
guidelines as are specifically applicable to the Corporation have been complied with,

Apart from the above, we have also examined the compliance of applicable Secretarial
Standards/ Guidelines issued by Institute of Company Secretaries of India (ICSI) with specific
reference to meetings of the Board of Directors (SS-1) and General Meetings (SS-2).



Accordingly, we state that during the year under review, there were adequate systems and
processes in place to monitar and ensure compliance with various applicable laws and that the
Corporation has complied with the provisions of the Acts, Rules. Regutations. Orders,
Standards. Guidelines. etc., mentioned above, subject to the following observations:

1. The Management has represented that the drafi Policies on (a) Frohibition of Insider
Trading (PIT) and (b) Related Party Transaciions (RPT) have been framed and it is in the
process of oblaining the approval of the Board. Shortly.

2 The Management has represented that ~

(a) it has issued notices to the shareholders to claim the unclaimed dividend amounis:

(b) itis in the process of opening a special account, viz.. "Unpaid Dvidend Account” in a
schedufed bank for transferring the unciaimed dividend amounts as required under
section 124(1) of the Comparies Act, 2013;

(c} it will transfer the unclaimed dividend amounts remaining unpaid for a period of
seven years and above (o the Investor Protection and Education Fund (IPEF)
established by the Central Government, as required under section 124(5) read with
section 125 of the Companies Act, 2013, soon: and

(d) Henceforth. it will ensure opening of a separate accouni in a scheduled bank within
five days from the date of declaration of dividend as per section 123(4) of the
Companies Act. 2013.

3. KFC has not fully complied with the Secretarial Standards / Guidelines issued by Institute of
Company Secretaries of india (ICS!) with specific reference to meetings of the Board of
Directors (§S-1) and General Meetings {55-2).

We have not examined the compliance by KFC of the applicable faws pertaining to finance,
accounts, maintenance of financial records, etc., since the same are subjest to review by
statutory auditors, designated professionals and CAG.

We report thalt:

Adequale notices were given to all Directors to schedule the Board / Committee Meetings and
the Agenda and detailed notes on Agenda were sent in advance and a systermn exists for seeking
and obtaining further information and clarifications on the Agenda items before the meeting and
for meaningful participation al the Meeting.

As per the minutes of the Board / Committee Meetings, duly recorded and signed by the
Chairman, the decisions at the Meetings were unanimous inasmuch as minutes of the Meetings
are self-explanatory.

We also report that based on the information provided and representation made by the
Corporation and upon review of compliance mechanism established by the Corporation, we are
of the opinion that there were adequate systems and processes in the Corporation
commensurate with the size and operations of the Corporation to tnonitor and ensure
compliance with all applicable Laws.

In this connection, we report that:

1. SEBIvide Notification dated 27*" March, 2025 had introduced a new Chapter, viz., Chapter VA to
SEBI (LODR)} Repulations, 2015 - “Corporate Governance norms for High Value Debt Listed
Entities {HVDLEs)” and the same was made effective from 1% April, 2025, With the above SEBI
Notification, KFC was reguired to strictly comply with SEB! (LODR) Regulations, 2015 and in
particutar, Chapter VA, in letter and spirit.



However, subsequently SEBI has, vide Official Gazette dt. 20" January, 2026 notified SEB! (LODR)
{Amendment) Regulations, 2026 re-structuring the HVDLEs Framework and the revised threshotd
timit for HYDLEs from %1,000 ¢crore to 5,000 crore.

Accordimngly, the provisions of Regulations 16 to 27 of SEBI (LODR} Regulations, 2015 read with
Chapter VA pertaining to Corporate Governance norms are applicable to a listed entity which has
listed its ngn-convertible debl securities of the value of Rs.5,000 crore or more. _In this
connection, it may be noted that the aggrepate outstanding bonds of KFC as on 31" tdarch, 2026
was Rs. 1,679.50 crore.

2. There were no ather specific events / actions in pursuance of the above referred laws, rules,
regulations, guidelines, etc . having a majur hearing gn the affairs of the Corporation.

For K. Narayana Swamy & Co.,
Company Secretaries

(K. Narayana Swamy)
FCS 1838+ CP 8878
Peer Review Cert. No.1744/2022

UDIN No. FOO1838HH000456864

Place - Bengaluru
Date : 24th May, 2026

Note™ This Report i3 to be read with our letter of even date which is anncxed as "Annexure - A
and forms an integrat part of this Report.



‘Annexure - A’

To,

The Members,
Kerala Financial Corporation.

Qur Report of even date is to be read along with this letter.

Maintenance of secretarial records is the responsibility of the Management of the Corporation.
Our responsibility is to express an opinion on these secretarial records based on our audit.

We have followed the audit practices and processes as were appropriate to obtain reasonable
assurance about the correctness of the contents of secretarial records. The verification was
done on test-check basis to ensure that correct facts are reflected in the secretarial records.
We believe that the processes and practices we followed pravide a reasonable basis for our
opinion.

We have not verified the correctness and appropriateness of financial records and Books of
Accounts of the Corporation like, Income Tax GST, etc., as the same were dealt with under
separate audil/s.

Wherever required, we havc obtained the Management representations about the compliance
of applicable Laws, Rules and Regulations and happening of events.

The compliance of the provisions of Corporate and other applicable Laws, Rules, Regulations,
Standards and Guidelines is the responsibility of the Management in terms of Section 134 (5}
{f) of the Companies Act, 2013, Our examination was limited fo the verification of procedures
on test-check basis,

The Secretarial Audit Report is neither an assurance as to the future viability of the
Corporation nor of the efficacy or effectiveness with which the Management has conducted the
affairs of the Corporation.

For K. Narayana Swamy & Co.,
Company Secretaries

(K. Narayana Swamy}
FCS 1838/ CP 9878
Peer Review Cert. No 1744/2022

UDIN No. FOO1838H000456864

Place : Bengaluru
Date : 24th May, 2026
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INDEPENDENT AUDITOR’S REPORT - — -

To
The Members
Kerala Financial Corporation
Thiruvananthapuram

Report on the Audit of the Financial Statements,

We have audited the Financial Statements of Kerala Financial Corporation (herein referred to as
Corporation). which comprise the Balance Sheet as on March 31, 2026 and the Profit and Loss
account and the statement of Cash Flows for the Year Ended, and the Notes to the Financial
Statements, including a summary of Significant Accounting Policies.

Opinion

In our opinion and to the best of our information and according to the explanations given to us,
the accompanying Financial Statements give a True and Fair view of the Financial Position of
the entity as on March 31, 2026 and of'its Financial Performance and its cash flows for the year
ended in accordance with the directives of SIDBI, State Financial Corporation Act and the
Accounting Standards issued by the Institute of Chartered Accountants of India (ICAT).

Basis of Opinion We conducted our audit in accordance with the Standards on Auditing (SAs)
issued by ICAL Our responsibilities under those standards are further described in the Auditor’s
Respansibilities for the Audit of the Financial Statements section for our report. We are
independent of the entity according to the ethical requirements that are relevant to our audit of
the Financial Statements. and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for the opinion,

Emphasis of Matter

1. The Corporation has restructured 16 loan accounts aggregating to Rs.2,603.67 Lakhs. and
classified as Standard Assets in accordance with the applicable regulatory guidelines.
Interest accrued on these accounts amounts to Rs.34.21 Lakhs. Further, the Standard
Asset portfolio alse inctudes loan accounts restructured during FY 2020-21 and FY 2021-
22 under the COVID-19 Resolution Framework issued by the Reserve Bank of India vide
circulars dated August 6. 2020 and May 3, 2021, aggregating to Rs.1,6401.47 Lakhs
covering 215 loan accounts and the interest accrued on these accounts to Rs.230.40 Lakhs.
The Corporation has maintained the additional provision ot 10% on such restructured
accounts. which has been included under provisions for bad and doubtful debs.

3%

The corporation applies a higher percentage of provision for bad debts on sub-standard
assets than prescribed in the RBI Norms. Though the corporation does it on a

Branches: ALAPPUZHA | CHERTHALA | KOCHI | THRISSUR | THIRUVANANTHAPURAM



conservative basis, the correct application of RBI Norms may have a material impact on
the Profit and Loss account of the ¢corporation..

. 'The corporation has a property acquired against a defaulted loan with a value of
Rs.400.34 Lakh shown as an asset in its Balance Sheet. This asset has been there in the
books of accounts of the Corporation for a long time. The corporation has revalued the
same on 01.11.2025 and the present realizable value of the asset is Rs.922.54 lakh . Though
there are records available to substantiate the recoverability of the asset, the same has not
been materialised for a long time which is a concern about the recoverability of the
asset.

. The corporation does not have a full-fledged system to verify whether the collateral
securities are revalued once in every three years and the loan database and accounting
records are updated with the revalued figures.

. The Loan Portfolio of the Corporation as on 31.03.2026 includes the loans extended to
the following Public Sector Undertaking (PSU) of Govt of Kerala.

{Rs. In Lakh)
Balance
SL outstanding as Balance.
Name of Borrower outstanding as on
ne: on 3103151 032025
2026
1 Kerala Infrastructure Investment Fund
Board (KIIFB) 02.421.47 1,16,675.97
Kerala Social Security Pension Ltd
2 (KSSPL) 1,99,999.90 99,999.80
3 | Kerala State Electricity Board (KSEB) - 68,015.67
Total 2,92,421.37 2,84,691.44

It was noted that loans extended by the Corporation are primarily secured by sovereign
guarantees from the Government of Kerala, without additional collateral. Regarding the
foan of Rs.1,99,999.90 Lakh granted to Kerala Social Security Pension Ltd (KSSPL), it
was observed that although the authorization Government orders for executing the
guarantee on behalf of the Governiment of Kerala were issued , the finalized guarantee
agreement itself was not available on record as of May 25, 2026.

While the Corporation’s primary mandate is to drive credit growth within the Micro,
Small, and Medium Enterprises (MSME) sector and support local manufacturing and
service entities, there is a visible trend of substantial and frequent lending to Public Sector
Undertakings (PSUs) .

. The corporation has funded subsidy upfront to the tune of Rs.1985.687 Lakh to the
borrowers on certain loan schemes on behalf of Government of Kerala before collecting
the subsidy amount from Government. This amount is subject to confinmation from
Government of Kerala and the corporation has not taken any provision against it.



7. The Corporation had invested Rs.6,080 lakh in NCDs of M/s. Reliance Commercial

Finance Ltd. in April 2018. Following default by the issuer, RBI initiated a resolution
plan which was approved in July 2021 providing for recovery of only 24.96% for KFC.
The Corporation dissented and filed a writ petition before the Hon'ble High Court of
Bombay, which is pending. Pursuant to the Hon’ble Supreme Court’s order dated
30.08.2022, the resolution bidder gave a revised settlement offer of 52% plus 1% of
future remittances which was approved by the Board in Nov 2022, Government
concurrence was received in May 2024, but implementation is pending due to the ongoing
writ petition. Full provision has been made for the unrecovered amount, and any future
recovery will be recognized as income.

Qur opinion is not modified in respect of these matter.

Other Matters

1.

On our random verification, it is observed that the KYC updation of loan files for some
loan documents pertaining to branches are not fully in order due to deficiency in
documentation,

The Suspense Account showed a balance of Rs. 753.511 Jakh as on 31.03.2026, including
Rs. 354.477 lakh towards contractor loan remittances. Subsequently, the contractor
suspense balance was reduced to Rs. 156.585 lakhs while the Suspense Account balance
excluding contractor suspense was reduced to Rs. 221 lakhs as on 16-05-2026.

There are some liability accounts with subsidy received from various agencies but not
yet released to the borrowers who have become NPA, . The corporation may adjust the
subsidies against the loan account balance with the approval from the authorities
concerned,

With reference to note no: 13 the Corporation has a mechanism to claim the secured
portion under CGTMSE from the Central Government. While these claims qualify to be
recognized as receivables once approved by the Government, the Corporation currently
accounts for them on a cash basis rather than an accrual basis. Although this practice does
not have a material impact on the current financial statements, it represents a departure
from the Corporation's standard accrual basis of Accounting Policy.

We have noticed certain limitations in the software system in generating specific reports
required for verifying MSME classification etc directly from the ERP.

The Corporation’s financial accounting and reporting processes rely substantially on
Information System controls. We have observed certain data cleansing issues during the
period of’ Audit. To ensure the continuous integrity of financial reporting, it is important
to reinforce data governance. Inconsistencies in input data, data migration procedures, or
data extraction workflows could potentially affect the precision and completeness of the
financial records.

OQur opinion is not modified in respect of these matters.



Responsibilities of Management and Those Charged with Governance for the
Firancial Statements

Management is responsible for the preparation and the Fair Presentation of the Financial
Statements in accordance with the aforesaid Accounting Standards, and for such internal
controls as management determines is necessary to enable the preparation of Financial
Statement that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
entity’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using going concern as the basis of accounting unless management
either intends to liquidate the entity or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the entity’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements
as a whole are free from material misstatement, whether due to Fraud or error and to issue
an Auditor’s Report that includes our opinion. Reasonable Assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with SAs will
always detect a material misstaternent when it exists. Misstatements can arise from
Frauds or error and are considered material if, individually or in aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

For JAKS and Associates
Chartered Accountants
FRN No: 0013608

Place: Thiruvananthapuram CAY _  ....n
Date: 25-05-2026 M. No:.202874

UDIN: 26202874UOQULHS4180



KERALA FINANCIAL CORPORATION

Balance Sheet as at 31.03.2026

-

Particulars N | Asat 31.03.2026 | As st 31.03.2025
Audited Audited
Amount in Lakhs| Amount in Lakhs
i A |EQUITY AND LIABILITIFS
1 |Sharcholders’ funds
(a) Sharc capital ! 92.,650.43 72.650.43
{b) Reserves and surplus 2 51.327.05 4019842
{t) Share application momey pending allotment 734957 20.000.00
2 |Non-currcnt liabilities
{a) Long-term borrowings 3 664.040.72 570466 59
(b) Other non cusrent liabilities ] 415.13 42091
(c) Long-lerm provisions 5 2145353 22.453.53
3 [Current liabilities
{a} Short-termn borrowings 6 271.095.94 20137831
{b) Other current liabilities 7 6.501.50 8202.77
{¢} Short-term provisions 8 6.100.74 6.137.00
1TOTAL 1,071,934.70 950,907.96
B |ASSETS
1 |Non-current assets
ta) Property. Plant and Equipment and Entangible Asscts 9
(i) Property. Plant and Fguwipment %7897 987,40
(11} Intangible Asscts 21.76 3627
(b} Non-current investments 10 2.317.06 IK10.49
(<} Other nop-cwirent asseis It 681.223.42 592 520,90
(d) Defurred Tax Asseis (net} 1,742 91 1.871.21
2 [Currcnt assets
{a) Current investments 12 117.169.15 93172 59
(b} Cash and cash equivalents 13 19.973.62 3345128
(¢) Other current assets 14 24866781 12595782
3 |Significant Accmmting palicies and Notes 1o Accounts 20
TOTAL 1.071,934.70 950.907.96
fthe
Comoany Secretary & et e —u o
Chief Financial Officer
As per our report of even date
For JAKS & Assoclates
Chartered Accountants
Eirm Raoo Ma - NN 2A0S
Place: [hirusananthapuram
Dyate: 25.03.2026

FArTNEer, VI INQD £ULD79



KERALA FINANCIAL CORPORATION

STATEMENT OF PROFIT AND LOSS FOR THE PERIOD ENDED 31.03.2026

Farticulars Note Now 31.03.2026 3.03.2025
Audited Audited
Amount in Lakhs Amount in Lakhs
A |Continuing Operations
I |Revenue from Operations 13 9394372 £1.350.02
2 1Other Income 16 10.505.15 3.789.03
3 |Total Income 104,508 .88 90.139.05
4 |Operating Expenses
(a) Interest expenses 17 68.270.56 60.692.16
(b} Employee benefits expenses 18 5.24G.42 4.214.86
{c) Administrative Expenses 19 1.226.92 1.265.21
{d} Depreciation and amonisation expense 13599 151.54
(e) Bad debts written off 14.827.96 12.687.70
Total expenditure 89.710.85 RB.011.47
5 |Operating Profit before exceptional and extraordinary items and tax 14,798.03 10.127.58
6 |Operating Profit After exceptional and extracrdinary items 14.798.03 10,127.58
7 (less: Provision for Bad and Doubtful debts * Other assets - -
8 | Profit before tax 14.798.03 10.127.58
9 |Tax expense:
I.ess: Current tax expense - (a) Provision for Income Tax 3.596.26 250448
{b) Proviston for Defered Tax 128.20 {2.192.82}
B [Discontinuing operations - -
10 [Net Profit after tax for the period 11.073.47 981591
11 |Earnings per share (Equity shares of Rs 1004/- each):
(@) Basic 11.95 1390
(b) Diluted 11.93 13.8]
C | Frofit and loss appropriation
Balance in Profit & Loss Ac b T 2471229 18.527.79
Net Profit for the vear 11.073.47 981591
Total profit available for approprialion 3378670 2834370
Add:  Income Tax provision wnlten back - 280.31
Total 35.786.76 25.624.00
Less: Appropriations
Proposed Dividend - 363252
Transfer to Reserve uw s 36 {11 (vili) 51314 e |
Balance Profit afier appropriations 352071 2]
Balance Profit carried to Ralance sheet 35,273, bl
zehalf of th
Urnesh NSK 1S
Ce Managing Director

As per our repart of even date

For JAKS & Associates
Charterad Accountants

Place: Thiruvanar
Date: 25-05-2026



KERALA FINANCIAL CORPORATION

NOTES FORMING PART OF BALANCE SHEET AS AT 31.03.2026

As at 31.03.2026

As at 31.03.2025

Audited

Audited

Amount in Lakhs

Amount in Lakhs

NOTE: 1

SHARE CAPITAL

AUTHORISED CAPITAL

10,00,00,000 Equity shares of Rs.100/- each 100,000.00 100,000.00

Issued. Subscribed and Fully Paid up Capital

Ordinary Shares

92210678 Equity shares of Rs.100/- cach 92.210.68 72,290.68

Special Shares -

4.39.750 Equity shares of Rs, 1 ({)/- each 439.75 439.75

Advance for share capital 7.,349.57 20,000.00
TOTAIL 100,000.00 92,650.43

NOTE : 2

RESERVES AND SURPLUS

{a) Spl. Reserve u/s 36(1(viii) of IT Act, 1961

As per last Balance Sheet 15,191.57 14,913.37

Added during the vear 513.44 278.20

Total of (a) 15,705.01 15,191.57

(b) Spl. Reserve u/s 35(A) ol SFCs Act, 1951 334.51 279.35

() Revaluation Reserve 14.21 14.21

{d) Profit & Loss Account 35,273.32 24.713.29

TOTAL {(a)+(b)+Hc }Hd)} 51,327.05 40,198.42

NOTE : 3

LONG TERM BORROWINGS

SECURED { Hypothecation of reccivables)

Refinance from NFCL 43.981.48 50,000.00

LoC fiom State Bank of India 168.850.00 126,850.00

LOC from Federal Bank 2.998.75 4,000.00

LoC from Canara Bank 4327294 76,161.44

LoC" from Union Bank of India 100,176,32 8,749.86

LoC' from Bank of Maharashtra 33.483.06 52,066.82

LOC from South Indian Bank 10.415.00 9,000.00

[.oC from Indian Bank 27.000.00 55,750.00

Loc from Bank of Baroda §.229.17 10.818.34

LOC from Dhanalaxmi Bank 10,768.62 11,621.42

LOC from Indian Overscas Bank 54.165.00 37,499.00

LoC" fiom Bandhan Bank 3.750.00 -

[.oc from Bank of India 24977 -

Nen-SLR Bond 156.700.00 136,950.00
TOTAL 664,040.71 579,466.58

NOTE: 4

OTHER NON CURRENT LIARBILITIES

Cocenut Devp. Board Subsidy 24749 247.49

Other Subsidy 71.16 71.46

Norka Subsidy 96.48 101.96
TOTAL 41513 420.91

NOTE: &5

LONG TERM PROVISIONS

(a0} Provision for Bad :

As per last Balance S 2245353 22,453.53

Add: Provision made ¢ - -

Total of () o 22,453.53 2245353




As at 31.03.2026| Asat 31.03.2025
Audited Audited
Amount in Lakhs | Amount in Lakhs

NOTE: 6
SHORT TERM BORROWINGS
SECURED BORROWINGS ( Hypothecation of receivables)
WCDL from SBI 1406531 -
Ovedrafi from State Bank of India - 5,014.02
Short terin loan from State Bank of India 8.533.01 9,541.99
Short terin loan from Federal Bank 45,000.0¢ 45,000.0C
Shkort term loan from South Indian Bank 5.000.00 5,000.00
Short term loan from Bandhan Bank 500565 -
Short termt loan from ICICE Bank 15.000.00 -
Non-SLR Bond {Current maturity} 11.250.00 6,5687.50
Overdrafi from City Union Bank - 2,414.18
LOC FROM BANKS (Current maturity)
Loc from Union Bank ol India 8.571.43 6,666.68
[ o¢ from Federal Bank 2,000.00 1000.00
Lee from Canara Bank 18.027.74 34,141.56
L.oc Gom Indian Bank 5.250.00 22,925.00
Loc from State Bank ol India 49,500.00 38,000.19
Loc from Bank of Baroda 2.083.33 1,666.67
Loc from Bank of Malarashira 5418.00 B.336.00
Refinance from IIFCL 5.555.56 -
LOC from Dhanalaxmi Bank 3.83333 2,750.00
LOC from Indian Overseas Bank 8,334.00 8,334.00
LOC frem South Indian Bank 5.668.00 4,000.00
LOC from Bank of India 750.00 -
LOC from Bandhan Bank 1.250.00 -
UNSECURED BORROWINGS 0.00 -
HDFC Bank Credit Card 0.58 0.52

TOTAL 221,09594 201,378.31
NOTE : 7
OTHER CURRENT LIABILITIES
State Subsidy 349 52.64
RR Comumissicn Payable 0.36 282
Larnest Money Deposit 1.85 710
Suspense Account 753.51 1,194.44
Tax Deducted at Source 84,41 1.54
Other Salary Deductions 0.11 0.28
Other Sundry Deposits 121.39 111.21
Gratuity Payable .84 3.44
Outstanding Expenses U87.93 1.108.31
Salary Payable 413.89 251.82
Accrued [nterest on Non SLR Bonds 2.469.05 2,158.75
Accrued Interest on LOC from banks 797.84 2.033.81
Audit Fee Payable 509 5.09
Concurrent Audit Fee pavable 12.60 10.40
StafT Duces Retained 13.66 828
Unclaimed Dividend (Rl 0147
Commission Received in Advance 561.17 519.03
L eave encashiment pavable 0.00 0.07
CGST Pavable 30.33 39.99
SGST Payabie 30.33 39.98
IGST Pa 003 0.08
CGST & 0.03 1.15
Excess P 213406 65238

TOTAL 6,501.58 8,202.79




As at 31.03.2026

As at 31.03.2025

Audited

Audited

Amount in Lakhs

Amount in Lakhs

NOTE: 8

SHORT TERM PROVISIONS

(&} Provision for Taxation:

As per last Balance Sheet 2.504.48 6,330.04
Add: Provision made for the current year 3.596.26 2.504 48
Less : Adjusted against Advance Income Tax - 6,049.73
: Excess Provision of earlier years written back - 250.31
Total 6,100.74 2.504.48
{b) Proposed Dividend for the year - 3,632.52
TOTAL 6,100.74 6,137.00
NOTE: 10
NON CURRENT INVESTMENTS
Keltron Counters Lid. 1.47 1.47
Kerala Spinners Ltd. 2.00 2.00
Vanjinad Leathers Lid. 491 4.91
KITCO 14.50 14.50
Kerala Venture Capital Fund 66.00 66.00
Kerala Infrastructure Fund Management Lsd 256 2.56
Investiment in NCD - RCFL 5,.269.77 5,269.77
Investment in NCD - 7.74% SBI - 2,301.79
Investment in NCD - 8.25% BOB - 1,491.63
Investiment in NCD -8.57% BANK OF INDIA PERPETUAL 2,300.00 -
Sub Total 7.661.21 9,154.63
Less : Provision for diminution in value of investments 5,344.15 5,344.15
TOTAL 2,317.06 3,810.48
NOTE : 11
OTHER NON CURRENT ASSETS
Property Acquired in Satisfaction of Clains 400.34 400.34
House Loans to Employess 1.787.42 1,708.55
Conveyance Loan to Employees 272,19 282.18
Computer Loan to Employees 311 3.76
Other Stall Loan 0.00 -
Personal Loan to Employecs 287.29 343.07
Advance to Employecs 25.86 33.45
Deposit with P&T 0.01 0.01
Other Deposits 117.42 119.30
Deposit with KSEB 13.32 11.94
Interest Accrued on Stall Loans 1,063.77 967.49
GTI Advance 7.02 7.09
Premiwm paid on lnvestment 34.66 -
Advance for Fixed Assets 159.88 86.71
Loans and Advances 67702112 588,557.01
TOTAL 681,223.41 592,520.90
NOTE : 12
CURRENT INVESTMENTS
Short Term Deposits with Banks 11700915 82,372.59
TOTAL 117,109.15 92,372.59
NOTE : 13
CASH AND CASH EQ  'ALENTS
Cash in hand 0.85 0.57
Bank Accounts 1997277 33,450.71
TOTAL 19,973.62 33,451.28




As at 31.03.2026( As at 31,03.2025
Audited Audited
Amount in Lakhs | Amount in Lakhs
NGTE : 14
OTHER CURRENT ASSETS
Advance Income Tax 7.475.98 3,590.21
Input Tax Credit 21.52 2861
Income Tax Deducted at source 1,061.68 92867
Stock of Stationery - -
Library - -
Rent Receivable 3290 3.28
Prepaid Expenses 17.05 14.21
CGTMSE Tee 0.89 1.67
Subsidy Receivable from Govt 17.28 17.28
KSEDM Interest Receivable 0.71 0.71
Kerala Innovation fund expenses Receivable 1888 18.88
Interest Accrued on Loans & Advances 307041 3,176.80
Interest Accrued on §TD with Banks 3.827.90 2,712.63
Accrued interest on investment 86.95 -
CMEDP Interest Receivable 1.882.63 2617.00
KAMS Interest subsidy 27.99 155.54
KSUM Interest Reeeivable 63.69 33.37
NORKA Interest Subvention .12 0.12
DSFY Interest Receivable 11.24 11.24
Loans & Advances {Principal Due wilhin one year)
a) Bills purchased and discounted 123.757.04 100.653.18
b) Tenm [Loans 107.286.95 141,988.42
TOTAL 248.667.81 225,957.82
NOTE : 15
REVENUE FROM OPERATIONS
Interest Received On Loans & Advances 84,079.39 73.775.51
Less : [nterest rebate allowed on Loans 2.495.48 2.030.22
Net Interest Received On Loans & Advances 81,583.9] 71,745.29
Loan Processing Fees 101838 964,52
Recovery from written off loans 10,983.31 8.484.06
Switch over interest 0.20 010
Premium on pre<clesure 357.93 156.06
TOTAL 93,943.73 81,350.03
NOTE: 16
OTHER INCOME
Interest on Staft Loans 187.85 173.50
Interest on Bank Deposits 0253.02 7,444 .56
Interest received on 1T refund 0.00 56.71
Other ncome 57011 450.67
Exchange gain on Forex - 133.31
Rent Received 137.67 56.72
Income from Insurance Agency 7.17 10.85
RTI Applicaticn Fee Reecived 0.01 0.01
Consultancy Service Division Receipts 8.46 0.55
Commision exchange and brokerage 400.56 462.15
TOTAL 10,565.15 §,789.03
NOTE : 17
INTEREST AND FUND EXPENSES
Interest on Bonds 13.798.97 12.556.60
Interest on Coconut Dev Board Subsidy & Norka Capital subsidy 8.86 2166
Interest on Line O Credit from Banks 51,217.03 45,007.04
Premium on Forward Contract 289550 2976.73
Bond Issuc kxpenses 31351 88.26
Share lss 1.00 0.55
LOC Adi 3563 41.31
TOTAL 68,270.56 60,682.15




NOTE:9 FIXED ASSETS
Particulars Rate Gross value as on | Additions During | Additions During 11| Additions During [Deletions during| Gross value as on | Depreciation upte | Depreciation for | Depreciation upto WDV as on
31.03.2025 First Half [lalf the Year the vear 31.03.2026 31.03.2025 the period 31.03.2026 31.03.2026
1 7 3 4 4 5 % 7 g q 10
Land (0% 1462 - - - - 11.62 - - - 11.62
Building 10% 1.145.49 52.86 17.07 69.93 - 1,218.42 611.5% 59.83 471.38 547.04
Matar Vehicle 15% 177.18 - - - - 177.1% 163,65 2.03 165.68 11.50
Electrical Fittings 10% 216.04 - - - - 216.04 149,88 6.62 156.50 59.54
Air Conditioner 15% 84.09 - y - - 84.09 55.36 431 59.67 24.42
Photocopier i5% 22.33 . - - - 22.35 21.57 0.12 21.69 0.66
Computer 40% $65.00 6.24 12.96 19.20 - 587.19 525.19 2221 547.40 1979
Intangibles 40% 765.55 ; - . . 765.55 729.28 14.51 743,79 21.76
Other office Equipments | 15% 202.44 4.97 6.50 1147 - 213.92 114.02 {4.50 128.51 #5.40
Lift L5% 9.73 . i . - 9.73 901 01l 942 0.61
Furmniture 10% 269.01 421 §.24 {2.45 ; 28146 175,18 10.2] 185.30 96,06
Solar Power Generator | 40% §2.52 - - - - §2.52 78.65 .55 £0.20 2.32
Total 3,557.02 6%.28 44,77 113.65 - 3,670.07 2,633.34 136.00 2.769.33 400.72
Total (Previous Year) 3,320009 197.95 3885 236.81 - 3,557.02 248181 151.55 2.631.44 Y23.656
IFor and on behall ¢
Nandhim v

Place
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Asat 31.03.2026| Asat 31.03.2025
Audited Audited
Amount in Lakhs | Amount in Lakhs

NOTE : 18
EMPLOYEE BENEFITS AND EXPENSES
Pay & Allowances 4.667.92 3,612.69
Contribution to Employees' P.F 153.74 179.68
Contribution to NPS 277.42 24266
Group Gratuity Insurance 6.60 41.32
Group E/L Encashment Insurance 0.11 0.11
Group Term [nsurance 21.55 13.30
Other Staff Cxpenses 122.07 125.10

TOTAL 5,249.41 4,214.86
NOTE : 19
ADMINISTRATIVE EXPENSES
Rent. Rates, Taxes & Insurance 195.06 161.98
Postage, courier and Telephone 33.23 26.68
Printing & Stationery 17.80 15.11
Vehicle Running & Maintenance 1431 18.48
Repairs & Maintenance 57.24 56.66
Revenue Recovery expenses 60.00 60.00
Loan Recovery Expenses 11146 302.23
Bank Charges and Cormmission 8.16 2.08
Audit Fees 5.55 7.32
Consultancy Charges 67.21 116.32
Legal Expenses 7.27 8.05
Books & Periodicals 360 2.65
Other Expenses 140.03 216.23
Travelling Expenses 116.02 103.18
Other Meeting Expenses 6.73 8.32
Concurrent Audit Fee 63.18 59.30
Advertiseiment and publicity 5393 TA73
Business Development Expenses 65.52 27.92

TOTAL 1,226.92

Nandhini V

Company Secretary &
Compiiance Officer

FInancial Lontroler &
Chief Financial Officer

For and on hehalf of the Boart

Executive Director

Managing Director

As per our report of even date

For JAKS & Associates
Chartered Accountants
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KERALA FINANCIAL CORPORATION

CASH FLOW STATEMENT

Particulars For the Year ended | For the Year ended
31.03.2026 31.03.2025
Amtin Lakhs Amt in Lakhs
Audited Audited
CASH FLOW FROM OPERATING ACTIVITIES
Net profit before taxes and prior period adjusunents 14.798.03 10,127.58
[merest received on Fixed Deposits {9.253.02) (7.444.50)
Depreciation on fixed assets 135.99 151.54
Provision for Non Performing Assets/Other Assels - -
Share [ssue Expenses 1.06 .55
Interest and other costs of Non-SLR Bond 14,148.11 i2.686.18
Adjustment changes in operating assets and labilities
Increase in Loans and Advances {106.866.5) {64,365.90)
fncrease in borrowings {rom Banks 79.87%.27 63.460.92
Decrease in Qther Non-Current assels (4,832.40) 4228353
Decrease in Qiher Current assets (857.60) (33,136.00)
Inerease in Current liabilities (1.701.19) {5.258.82)
Increase in Other Non Current Liabilities {5.78) (88.21)
Less: Advance Income tax paid (3.450.00) {3,300.00)
Net cash from op  1ting activities {18,010.03) 13,116.21
CASH FLOW FROM INVESTING ACTIVITIES -
Purchase of fixed assets (113.0%) (236.80)
Sale of lnvesunents - 35.00
Interest Recetved on Fixed Deposits 9,253.02 7.444.56
Proceeds from NCD 3,793.42 2.406.04
Proceeds from Sale of Shares - -
Investments in NCD 2.300.00 -
Net Depesit with Banks (24,736.56) (33.340.17)
Net cash used in investing activitics (9,503.17) (23,691.37)
CASH FLOW FROM FINANCING ACTIVITIES -
Money reccived against Share Capital 7.349.57 20,000.00
Share [ssue Expenses (1.00) (0.53)
Issuc of Non SLR Bond 31,000.00 -
Redemption  Yon-SLR Bond {6,587.50) (7.432.50)
Interest and other costs of Non-SLR Bond (14,148.11}) {12,686.18)
Dividend (3.632.52) (3.632.52)
Addition to Srecial Reserve 55.16 18.16
Net cash us o financing activities 14,035,54 (3,733.59)
Net increase in cash and cash equivalents (13.477.66) (14.308.75)
Cashandc  :quivalents at the beginning of the year 33.451.28 47.760.03
Cash and 1 equivalents at the end of the year 19,973.62 33,451.28
1aif of t
Co Managing Directar
C

Place : Imruvanantnapuram

Date : 25-05-2026
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Chartered Accountants
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KERALA FINANCIAL CORPORATION

iNote: 21
DISCLGSURE REQUIREMENTS:
; (Rs. in Lakh)
|
A, Capital 2025-26 2024-25
a) CRAR (%) 30.70 28.65
b} Risk Weighted Assets
1) On Balance Sheet items 495168.16 466845.00
¢} Share holding pattern as Balance Sheet date
Amommt Amount
1. Government of Kerala 99,376.51 99.38 92026.94 99.33
2. 5IDBI 613.33 0.61 613.33 0.01
3. Commercial Banks, Insurance Cos, Pvt.
Shareholders etc.
10.16 (.61 10.16 0.65
TOTAL 100000.00 100 02650.43 160
d) Net worth 151,312.84 132,834.64
B. Asset Quality and Credit Concentration: Ammount Amounnt
a) Gross NPA under the prescribed assets 21024.43 232 2135669 2.67
classification categories
b) Net NPAs under the prescribed asset 3835.73 0.43 4763.71 0.61
classification categories
¢) Provisions:
. 2025-26 2024-25
1. Provision for Standard Assets 526485 3860.35
2. Provision for NPA 17188.68 16592.98
3. Provision for Investments 5344.13 534485
4. Provision for Income Tax 5596.26 25C4.48
5. Provision for Deferred Tax Liability 128.30 -2192.82
2(25-26 2024-25

d) Movement in Net NPA (%)

0.43




C. Lignidity:

{1y, in Falth)

w) Maturity patlern of Runce assels,

Less tha or equal

More than 1 year

More than 3 year upio

More than 5 years

More thae 7
years up (o 10

[toms - [
ta 1 yeur uprto 3 years 5 years up lo 7 years Jonrs Total_
Total asscls 231,043.99 203,191.34 203,440.34 122,428.49 5491091 D08,065.1 1
Totul Linbilitics 221,095.95 285,796.95 200,028.79 [20,8062.54 57,352.43 8385,130.60
202520 2024-25
1. Operating lesulls:
(s, in Lakh) {Rs, in Laldi)
a) Inferest income iLs o PErceinge (o average working 8.37 5.22
{unds -
interest Income §1,583.90 71,745.29
Averape Working Fuids 975,004.52 §72,424.40
b} Non-intergst income as a perecntage 1o Averape 2.35 2,11
Working Funds -
Non-interest invonic 22,924.97 18,363.76
Averige Working Funds 975,064.52 872,424.40
¢) Operating rolit () / Loss () as a % 1o Average 1.52 1.16
Working Funds -
Operating Prolit (4) / Loss (-) 14,798.03 10,127.58
Average Working Funds 075,0064.52 37242440
d) Return on Averape Asscls - 1.48 1.13
Returns {operating profit -+ depreciation) 14,934.02 10,279.12
Averape Agsels i011,428.33 G11,374.70
¢ Net profit (-l:)—/—Lnss (-) per employce 618G 53306
No. of employees L) 185
Net profit (+) / Loss () LL,073.46] 981591




Ralio

- Pormula

Componenls Result

Current Ratio

Current Assets/ Current Liabilities

Current
Assels=Short Term
Doposils with
Banks+Cash & cash
equivalents+Olher 1.69
current asscls
Cuurent
Liabilities=Shkort
term

Debt - Tiguily Ralio

Total Debt/ Sharcholder’s Bquity

Tolal debl=Long
lerm
borrowings-+Short
lerm borrowings
Sharcholder’s
Lguily=Spl. Reserve
u/s 3o{L){viii) of 1T
Act, 1961+5pl.

“
b=
Gy

Delit Serviee Coverige Ratio (DSCR)

Earnings available for
debt service / Debt
Service

Larning for Delbt
Seyvice = Net Prolit
belore laxes + Non-

cash operaling,
expenses lile

depreciation and 0.52
other amortizations '

-+ Inlerest
Debt service =
Interest & Tease
Payenls +

Net Prolils after taxes ~ Average
Preference Dividend {if Shareholder’s ;
any) / Average Equity={Opening, 010
Relurn on Lquity (ROI3) Sharcholder’s Equily SO
Not Profit Ratio Net Profit / Net Sales Netl Profit 10.60%
andl taxes / Capital Capital Em 0.08
Return on capltal employed {ROCI) LEmployed Tangible N '
Return o investment (RO Inveslment/ Cost of Net Rel 11.07%
For and on by of Directoss

Company Secretary &
Compliance Olficer

Place: Thiruvananthapurmn
Daie :25.05.2026
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Annexure-A

Disclosure requived as per Regulation 52{4) of SEBI {Listing Ctlizaticns and Disclosure Requirements} Regulations, 2015 for the year

ended March 31, 2026
. . Year ended
SINo Particulars 31.03.2026
A Debt-Equity Ratdo {imes) 5.85
B Debt Service Coverage Ratio NA.
C Interest Service Coverage Rato NA
D Capital Redemption Reserve NA
E Debenture Redemption Reserve NA
F Net Worth (Rs. Tn Lakhs) 151.312.84
G Net Profit afier Tax (Rs in Lakhs) i1,073.46
Earnings per Share
H 1)  Basic (Rs) 11.95
2)  Dilged (Rs)) 11,93
1 (Current Ratio NA
J Long term debt to Working capital NA
K Bad debis to Accounts recejvable NA
L Current Liability Ratio NA
M Total Debis to total Assets (times) 0.83
N Debtors turnover NA
O fgventory Turnover NA
P Operating Margin 14.16%
Q Net profit Margin 10.60%
R Capital Redemption Reserve Ni
S Debentire Redempiion Reserve Nil
T
Sector specific equivalent Ratios
u CRAR 30.70%
Gross NPA 2.32%
Net NPA 0.43%

* Not Ansaalized

Ce

For and on behkall "~

e Y
Executive Director

Mgy LiTECtor
& C o psauen wincer

&Chief Financial officer
As per our Tepost of even date
For 1 A K S & Asscciates

Chariered Accoumanis
Firm Reg No: 0013608
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Date: 23.05.2026
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Note: 20

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS

Corporate Information

Kerala Financial Corporation is a State Financial Corporation incorporated under the
provisions of the State Financial Corporations Act, 1951, with its area of operations
extending across the State of Kerala. The Corporation was originally established as the
Travancore Cochin Financial Corporation on December 1, 1953, Consequent to the
reorganisation of states on linguistic basis in November 1956 and the formation of the
State of Kerala, the Travancore Cochin Financial Corporation was renamed as Kerala
Financial Corporation.

The Corporation is engaged in extending financial assistance to Micro, Small and Medium
Enterprises (MSMEs) and other entities in the manufacturing and service sectors within
the State.

Basis of Preparation

The Financial Statements of the Corporation have been prepared and presented under
the historical cost convention and on the accrual basis of accounting in accordance with
the Generally Accepted Accounting Principles in India (Indian GAAP) to comply with the
statutory requirements prescribed under the State Financial Corporation Act, 1951, the
circulars and guidelines issued by the SIDBI and Reserve Bank of India ("RBI’) from time
to time, the Accounting Standards to the extent applicable and practices generally
prevalent in the banking and financial sector in India and as per the Accounting Policy of
the Corporation. The Corporation has adopted the format of Schedule III to the
Companies Act as amended by Notification G.5.R.207(E), dated 24th March, 2021 to the
extent applicable and Accounting standards issued by the Institute of Chartered
Accountants of India, for better presentation of the finandial statements.

The accounting policies adopted in the preparation of financial statements are in
consistence with those of previous year except for the change in accounting policy,
explained hereunder,

1. SIGNIFICANT ACCOUNTING POLICIES
1.1 . Uses of Estimates

The preparation of the Financial Statements, in conformity with Indian GAAP requires
Management to make judgments, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities and the disclosures relating to
contingent assets and liabilities at the end of the reporting period. Although these
estimates are based on the management’s best knowledge of current events and actions,
uncerfainty about these assumptions and estimates could result in material or immaterial
adjustments to the carrying amounts of assets or liabilities in future periods, Actual
results could differ from those estimates. The Management believes that the estimates
used in the preparation of the financial statements are prudent and reascnable. Any
revisiot stimates are recegnised prospectively in the current and
future |



1.2. Revenue Recognition

Revenue is recognized to the extent it is probable that the economic benefits will flow to
the Corporation and the revenue can be reliably measured. All the revenue items are
accounted on accrual basis. Income is recognised on accrual basis on performing assets
and on realisation basis in respect of non-performing assets as per the prudential norms
on income recognition, asset classification and provisioning prescribed by RBI/SIDBI. The
Corporation debits the monthly interest in all the loan accounts on the first day of the
subsequent month. Interest due is calculated and charged to the party on gross basis
and the eligible rebate is credited to the party on payment of dues in time subject to
their rating and other factors determining the rate of rebate. The rebate for prompt
payment is deducted from interest income for reporting in the finandal statements.
Interest accrued on standard loans is recognized as interest income in the financials at
the end of the financial year and is reversed on the first day of the next financial year.

The commission on performance guarantee provided is collected upfront from the
customers for the full tenure of guarantee period. However, the commission in respect of
the unexpired portion of the guarantee will be reversed at the end of the financial year.
In case of completion/closure of facility before the specified tenure, corporation will
reimburse the commission for the balance period, provided the commission for a
minimum period of one year will be retained.

Recovery of loans and advances is appropriated first towards recovery of expenses, then
towards interest and the balance, if any, towards principal. However, in the case of
Compromise Settlement and sale of units taken over under the SFCs Act, 1951 and
Revenue Recovery proceedings, the proceeds are apportioned first towards recovery of
expenses and then towards principal amount and lastly towards interest, on satisfaction
of the stipulated conditions. Recoveries from bad debts written-off are recognised in the
Statement of Profit and Loss as revenue on receipt basis.

1.3. Investments

The classification and valuation of the securities and investmenis are done as per the
Treasury & Investment Policy in compliance with the Accounting Standards and as per
applicable requlatory and statutory norms laid down from time to time. Investments,
which are readily realizable and intended to be held for not more than one year from the
date on which such investments are made, are classified as current investments. Al -
other investments are classified as Non-current investments.

Investments classified under long term investments need not be marked to market and
will be carried at acquisition cost on individual investment basis, unless it is more than
the face value, in which case the premium should be amortized over the period
remaining to maturity. Investments classified under Current Investments will be valued
at lower of cost and fair value either on individual investment basis or by category of
investment. The cost comprises of purchase price and directly attributable acquisition
charges such as brokerage, fees and duties. The provision for diminution is made to
recognize a decline, other than temporary, in the value of investments determined for
each investment individually. Reduction in the carrying amount and reversals of such
reduc dited to the i i loss statement.



On disposal of an investment, the difference between carrying amount and net disposal
proceeds is charged or credited to the profit and loss statement. Any amount received in
future in respect of these investments will be credited to profit and loss statement.
Interest, dividend or other receivables in connection with the investments are considered
as income.

1.4. Loans and Advances

Advances are classified as performing and non-performing based on the RBI / SIDBI
guidelines and are stated net of bad debts write-off. The provisions for possible losses on
such advances are made at estirnated rates which is equal to or more than the rates
prescribed in the prudential norms, circulars and directives issued by RBI/SIDBI.The
Current maturity of Loans & advances is ciassified as Other Current Assets (Note No.14)
under the head Current Assets and the non-current portion is classified as Other Non-
current Assets (Note No.11) under the head Non-Current Assets. The Current maturity of
Long term borrowings is classified as Short term borrowings (Note No.6) under the head
Current Liabilities and the non-current portion is ¢lassified as Long term borrowings
{Note No.3) under the head Non-Current Liabilities.

The Corporation extends both fund-based and non-fund-based credit facilities to its
customers. Asset classification is carried out on a borrower-wise basis in accorde e with
applicable RBI IRAC norms. Accordingly, if any non-fund-based facility of a borrower
becomes NPA upon invocation or devolvement, all associated fund-based facilities
granted to the borrower shall also be classified as NPA. Similarly, where any fund-based
facility becomes NPA, the related non-fund-based facilities shall also be categorized as
NPA. However, non-fund-based facilities may continue to remain operative until they are
invoked, devolved, or cancelled, notwithstanding their NPA classification status.

Advances that are in Doubtful category are technically written off and charged to revenue
account to maintain asset quality. Amount recovered against the bad debts written off in

earlier years are recognized in the Profit and Loss Account as income of the year in which
such amounts are received.

1.5 Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE)
Claims

Credit Guarantee Fund Trust for Micro and Small Enterprises is a trust established jointly
by the Gevernment of India and Small Industries Development Bank of India to provide
credit guarantee cover for collateral-free loans extended by eligible lending institutions to
Micro and Small Enterprises {MSEs). The scheme is intended to facilitate credit {low to
MSEs by mitigating the credit risk of lending institutions. Under the scheme, guarantee
cover ranging from 75% to 85% of the outstanding loan amount is provided by CGTMSE
in the event of default, subject to the terms and conditions of the scheme. The maximum
eligible credit facility given by the Corporation under the scheme is Rs.2 crore.

The Corporation accounts for credit guarantee claims under the Credit Guarantee Fund
Trust for Micro and Small Enterprises (CGTMSE) scheme on a cash basis. Accordingly,
claims lodged against defaulting loan accounts are recognized in the books of accounts
only upon actual receipt of the claim settlement from the Trust. Outstanding claims
lodg ent at the reporting date are not recognized as income or
rece nciple of nrirdence

[



1.6, Provision

A provision is recognized when the Corporation has a present obligation as a result of
past event where it is probable that an outflow of resources will be required to settie the
obligation, in respect of which a reliable estimate can be made. Provisions are not
discounted to its present value and should be determined based on best estimate
required to settle the obligation at the Balance Sheet date. These are reviewed at each
Balance Sheet date and adjusted to reflect the current best estimates.

1.7 Provisioning Norms and Provision Coverage Ratio (PCR)

In conformity with the prudential norms, provisionsare given on the basis of
classification of assets as prescribed by RBI / SIDBI. The Corporation follows the policy of
building up provisioning when the profits are good, which can be used for absorbing
losses in a downturn. The provisions are made at such rates as recommended by ALCO
with the approval of the Board.

General provisions are the minimum regulatory provisions as prescribed by RBI. Specific
provi: ns are additional provisioning at rates higher than the rates prescribed by RBIL
Floating provisions are provisions kept in addition to the Specific provisions and not used
for making specific provisions or general provisions as per the extant prudential
guide 25, It is used only for contingencies under extraordinary circumstances for
making specific provisions in impaired accounts.

Provisions in respect of Commercial Real Estate (CRE) preject finance exposures are
made 1 accordance with the applicable prudential norms and guidelines issued by the
Reserve Bank of India (RBI) from time to time,

Inre ect of CRE project loans sanctioned/financially closed on or after the effective date
of the Reserve Bank of India (Project Finance) Directions, 2025, general provisions on
standard assets are maintained on the funded outstanding on a portfolic basis at the
rates prescribed under the said Directions. During the construction phase, standard asset
provision is maintained at 1.25% of the funded outstanding and, upon commencement of
repay ent of principal and interest during the operational phase, at 1.00% or such other
rates as may be prescribed by RBI from time to time. Additional specific provisions are
also maintained in respect of eligible accounts involving deferment of Date of
Comimencement of Commercial Operations (DCCO), in accordance with the extant RBI
guideiines.

CRE project loans existing prior to the effective date of the Reserve Bank of India
(Proiect Finance) Directions, 2025 continue to be governed by the earlier prudential
guid es applicable to project finance exposuras, unless there is a fresh credit event
and/or change in material terms and conditions subseguent to the effective date of the
Directions.

Non-performing CRE project finance exposures are classified and provided for in
accordance with the extant RBI Income Recognition, Asset Classification and Provisioning

{IRAC) norms applicable to advances.

Provisioning Coverage Ratio (PCR) is the ratio of provisioning to gross non-performing
assets and indicates the extent of funds the Corporation has kept aside to cover loan
losses. PCR is calculated as per the guidelines given vide RBI circular
DBOD.No.BP.BC.64/21.04.048/2009-10 dated December 11,2009 and circular no.
DBOD.No.BP.BC.87/21.04.048/2010-11 dated April 21,2011.



The Corporation has the provisioning cushions consisting of general provisions, specific
provisions as well as floating provisions, and are maintaining a total PCR including
floating provisians, which is not [ess than 70 per cent.

Provision for standard advances are made at such rates subject to the minimum
provisioning prescribed by the RBI / SIDBI guidelines for standard advances. Provisions
for bad and doubtful debts are miade in respect of non-performing advances based on
overall portfolio quality, asset growth, economic conditions, Management’s assessment
and other risk factors subject to the minimum provisioning level prescribed by the RBI /
SIDBI guidelines. Additional provisions are made against specific non-performing assets
over and above what is stated above, if in the opinion of the management, is necessary.
In case the specific provision available during a year is more than the required minimum
or the ALCO recommended rates, the excess provision can be either written back or can
be considered for that year as decided by ALCO. Floating provisions cannot be reversed
by credit to the profit and loss account.

During the vyear, the Corpeoration has maintained general provisions on standard
advances at 0.25% for SME sector advances, 0.40% for Medium/Other sector advances
and 1.00% for Commercial Real Estate (CRE) sector advances in accordance with the
extant RBI IRAC norms and SIDBI guidelines. In respect of CRE sector standard assets
covered under the Reserve Bank of India {Project Finance) Directions, 2025, provision
has been maintained at 1.25% during the construction phase as prescribed under the
said Directions. Accordingly, the provisions held are in line with the minimum prudential
requirements prescribed by RBI/SIDBI guidelines. The Corporation has meaintained a
prudent provision of 77% (Previous Year: 77%) on all Sub-standard advances inciuding
secured portion of lcans covered under CGTMSE. For the unsecured and uncovered
portion of locans under CGTMSE, 100% provision 1s made.

1.8. Taxes on Income

Income tax expense comprises current tax and deferred tax.

Current tax is measured at the amount expected to be paid to the tax authorities in
accordance with the provisions of the Income Tax Act, 1961, using the tax rates and laws
that have been enacted or substantively enacted as of the reporting date.

Consequent to the alignment of both statutory financial reporting and income tax
computation under the accrual method (Section 145 of the Income Tax Act, 1961)
effective from AY 2024-25, the Corporation has continued to compute its taxable income
on an accrual basis for the current financial year.

Deferred tax is recognized in accordance with the applicable Accounting Standards in
respect of all identified timing differences. Deferred tax liabilities are recognized for all
taxable temporary differences, while deferred tax assets are recognized only to the
extent there is reasonable certainty of future taxable income to realize such assets.
Deferred tax is measured using the tax rates and laws enacted or substantively enacted
as at the reporting date.

In line with the accounting policy adopted in FY 2024-25—following the transition to the
accrual basis of tax computation and the Expert Advisory Committee (EAC) opinion of the
ICAI regarding the reversibility of the Special Reserve—the Corporation has consistently
recognized Deferred Tax Asset on the Provision for Bad and Doubtful Debts, and Deferred

Te i1l Reserve created under Section 36(1)(viit) of the Income Tax
At



The current year's movement in these deferred tax assets and liabilities has been
recognized in the Statement of Profit and Loss.

1.9. Employee Payments and Retirement Benefits

Short-term employee benefits are recognized as expense in the profit and loss account of
the year in which the related service is rendered. Terminal benefits to employees include
Provident Fund (PF) payments, leave encashment and gratuity.

Defined contribution plan: Retirement benefits in the form of a Provident Fund are
classified as a Defined Contribution Plan, wherein the Corporation’s contributions are
charged to the Statement of Profit and Loss in the period during which the related
services are rendered by the employees. The Corporaticn contributes a fixed rate of 12%
of the aggregate of Basic Pay, Dearness Aliowance (DA}, and Personal Pay to the KFC
Employees Provident Fund Trust, a duly constituted and approved independent trust that
administers the fund. Accumulated balances, along with interest accrued thereon, are
payable to eligible employees upon superannuation or cessation of employment. The
Corporation has no further legal or constructive financial obligations beyond its specified
monthly contributions to the Trust. Further, the employees who joined the services of the
Corporation on or after April 1, 2018, are not members of this Trust.

Defined Benefit Plan: Retirement benefits in the form of Gratuity and Terminal Leave
Encashment are classified as Defined Benefit Plans, which are administered through the
Group. Gratuity and Group Leave Encashment schemes of the Life Insurance Corporation
of India (LIC). The gratuity fliability is subject to the ceilings prescribed under the
Payment of Gratuity (Amendment) Act, 2018, with both plans providing lump-sum
payments to vested employees upon retirement, resignation, or termination based on
their final salary and tenure of service. Although LIC administers the schemes and
determines the premium contributions, the ultimate settlement obligations remain with
the Corporation. The Corporation conducts an independent external actuarial valuation as
of March 31st each year to ascertain the fund position vis-a-vis total liability. Any
shortfall is funded based on the actuarial report of LIC or the external valuation,
whichever is less, subject to the Corporation's fund position. Annual contributions paid
into the fund are fully expensed as incurred; consequently, any net excess or shortfall in
the fund is not recognized as an asset or liability in the Balance Sheet, nor are actuarial
gains or losses recognized in the Statement of Profit and Loss. This practice has been
consistently followed in past years, with LIC systematically meeting all obligations,
including the successful settlement of all claims for the financial year.

National Pension Scheme: The National Pension Scheme (NPS) is a Defined
Contribution Scheme applicable to all employees whe joined the services of the
Corporation on or after April 1, 2018, rendering them ineligible for the Corporation's
Provident Fund contribution. For these employees, a monthly deduction of 10% of the
aggregate of Basic Pay, Dearness Allowance (DA), and Personal Pay is made from their
salary, which is matched by a 14% contribution from the Corporation and credited to
their respective NPS accounts. Employees who joined the Corporation prior to Aprit 1,
2018, are provided an option to voluntarily contribute to the NPS across three designated
proportions. The Corporation contributes 14% for all participating employees and this is
fully charged to the Statement of Profit and Loss in the period during which the related
se



1.10. Property, Plant & Equipment and Intangibles

In compliance with amended Schedule 1II requirements, Fixed Assets are renzmed as
‘Property plant and equipment and Intangibles’. The gross value of Intangibles,
accumulated depreciation and depreciation till date are separately calculated and
disclosed in ‘Note 9 — Property Plant & Equipment and Intangibles’. The Land value of
Rs.11.62 Lakh comprises of properties in the name of the Corporation. Fixed assets are
stated at cost less accumulated depreciation as adjusted for impairment, if any. Cost
includes cost of purchase and all expenditure like site preparation, installation costs,
professional fees, borrowing costs etc., if capitalization criteria are met and are directly
attributable to the cost of bringing the asset to its working condition for the intended
use. Subsequent expenditure incurred on assets put to use is capitalised only when it
increases the future benefit / functioning capability from / of such assets. Any subsidy/
reimburserment/ contribution received for installation and acquisition of any fixed assets
is shown as deduction in the year of receipt. Where the asset is acquired in piecemeal
and payment is being made in installments, all such payments are debited to ‘Advance
for fixed assets. When the asset is put to use, the amount so accumulated in advance
account is transferred to the respective Asset account.

Individual assets costing up to Rs.5,000/- and assets in the nature of electronic items up
to the value of Rs.10,000/- are charged to revenue in full in the year of purchase.
Depreciation on fixed assets shall be provided for on written down value (WDV) method
and at the rates prescribed under the IT Act, 1961. Computer includes computer
software for reporting under the block Plant & machinery as per the IT Act, 1961, Hence
Computer software Is not shown separately under intangible assets. Depreciation on
fixed assets added/disposed of during the year/period is provided on pro-rata basis (that
is full depreciation for assets used for more than six months and half depreciation for
others) with reference to the date of addition/disposal.

1.11. Contingent Liabilities and Assets

A disclosure of contingent liability on Balance sheet date is made when there is:

- a possible obligation arising from a past event, the existence of which will be
confirmed by occurrence or nonoccurrence of one or more uncertain future events not
within the control of the Corporation; or

- a present obligation arising from a past event which is not recognised as it is not
probable that an outflow of resources will be required to settle the obligation or a
reliable estimate of the amount of the obligation cannot be made.

Provisions and contingent liabilities are reviewed on each balance Sheet date. Contingent
assets are neither recognized nor disclosed in the Balance Sheet.

1.12, Grants and subsidies

Grants and subsidies from Government and cther agencies are accounted as per terms of
respective agreements. The undisposed portion of subsidies to loanees with respect to
State subsidy is kept as Other Current Liabilities and all other subsidies like Coconut
Development Board Subsidy, Norka Subsidy, Central Subsidy etc are shown as Non-
Current Liabilities and will be disposed subject to the satisfaction of terms and conditions
thereof by t -k ended subsidies with ‘lock in’ period, interest credit is



calculated during such period and is credited to the loan account of such beneficiaries at
the applicable interest rates.

1.13. Leases

Operating lease rent payments and receipts are recognized as expense and income
respectively in the statement of profit and loss every month as and when accrued or
paid/received. Actual lease payments made during the vyear, unexpired portion of
contracted lease (future expected [ease payments) and provision for contingent rent if any
recognized in P&L are disclosed where the Corporation is a lessee. Actual lease rent
receipts recognized during the year and unexpired portion of contracted lease (future
expected lease receipts) if any are disclosed. As a matter of prudence, ne contingent rent
is recognized in the P&L where the Corporation is a lessor.

1.14. Prior Period Items

Prior period items are income or expenses which arise in the current period as a result of
errors or omissions in the preparation of the financial statements of one or mere prior
periods. The nature and amount of prior period items are separately disclosed in the

statement of profit and loss in a manner that their impact on the current profit or loss can
be perceived.

1.15. Extraordinary Items

Extraordinary items are income or expenses that arise from events or transactions that are
clearly distinct from the ordinary activities of the enterprise and, therefore, are not
expected to recur frequently or regularly. Extraordinary items are disclosed in the
statement of profit and loss as a part of net profit or loss for the period in a manner that its
impact on current profit or loss can be perceived.

1.16. Special Reserve Fund

As per Section 35A of the State Financial Corporations Act, 1951, the Corporation is
required to establish a Special Reserve Fund to which such portion of the dividends
accruing to the State Government and SIDBI on the shares of the Coerporation, as may be
fixed by agreement between the State Government and SIDBI, shall be transferred for
being utilized for purposes approved by the State Government and SIDBI. Accordingly, an
amount equivalent to 0.50% of the dividend accruing to the State Government and SIBBI
is required to be transferred to the Special Reserve Fund under Section 35A of the State
Financial Corpeorations Act, 1951,

However, in respect of dividends declared and paid during the period from FY 1991-92 to
FY 2018-19, the aforesaid transfer to the Special Reserve Fund was ncot made. During the
current year, the Corporation has adjusted the amount pertaining to earlier years together
with the current year's requirement by deducting the same from the dividend payable to
the State Government and SIDBI for the FY 24-25 and transferred the amount to the
Special Reserve Fund under Section 35A of the State Financial Corporations Act, 1951.



1.17. Dividend

Dividend is the share of profits that is payable to each shareholder of the Corporation. The
dividend is paid out of current year profits only on the paid-up capital. The Board
recommend the percentage of dividend payable on the equity shares and the shareholders
at the A ual general meeting pass a resoclution adopting the recommendation or may
lower the percentage recommended. The dividend proposed by the Board is praovided for in
the financial statements of the Corporation and is paid only after it has been passed at the
Annual general meeting of the shareholders.

1.18. Resource Mobilization

The Corporation mobilizes resources from banks/ financial institutions as Term loan/
Working Capital Demand Loan/ Overdraft/ Foreign Currency Loan. The loans from Banks
and other financial institutions are secured by charge on receivables as primary security for
the loan. There are no cther charges created on any of the assets of the Corporation on
account of borrowings. The Corporation mohilizes funds from debt market also by issuing
Rated, Listed, Redeemable, Taxable, Non-Convertible Bonds with credit enhancement
mechanism without government guarantee.

These are accounted as Short Term Borrowings and Long Term Borrowings from Banks/ Fls
and Non SLR Bond Issues. The Current maturity of Long term borrowings is classified as
Short ter  borrowings under the head Current Liabilities and the noncurrent portion is
classified as Long term borrowings under the head Non Current Liabilities.

1.19. Cash flow Statement

The Cash Flow Statement is prepared under the indirect method in accordance with the
provisions of Accounting Standard 3 (AS 3) issued by the Institute of Chartered
Accountants of India (ICAI) and forms an integral part of the Annual Accounts. The
statement reports the cash flows during the period, classified systematically into operating,
investing, and financing activities.

1.20. Earnings per share

The Corporaticn presents basic and diluted earnings per share (EPS) data for its equity
shares. Basic EPS is calculated by dividing the net income attributable to sharehclders of
the Corporation by the weighted average number of equity shares outstanding during the
period. Diluted EPS is determined by adjusting the net income attributable to equity
shareholders and the weighted average number of equity shares outstanding adjusted for
the effect of all dilutive potential equity shares, including advance for share capital.



2. NOTES FORMING PART OF ACCOURNTS

2.1 Share Capital

The Authorized share capital of the Corporation is Rs.100000 Lakh, To strengthen the
capital base and streamline equity position and networth of the Corporation, the
Government has released Rs.7349.57 Lakh on 23.03.2026 vide GO. {Ms)No.46/2026/FIN
dated 17.03.2026. The share capital so received is shown as ‘Share application money
pending alloetment’ in the Balance Sheet. The paid up capital is therefore increased to

Rs.100000 Lakhs.

1. The detzils of shareholders holding more than 5% shares as on 31.03.2026 are as

under:

Name of the

As at 31.03.2026

As at 31.03.2025

Shareholders

No. of shares | % to total | No. of shares | % to total
in Lakh shares in Lakh shares
Government of Kerala 993,765 99.376 920.27 99,327

*includes 73.50 Lakh shares pending allotment

2. The shares held by the promoters as on 31.03.2026 are given below in compliance with

Schedule III requirements.

% Change
Shares held by promoters at'the end of the vear during the
No, of shares | % of total year
Si.No Name of Promoter in Lakh shares
1 | Government of Kerala 993.77 99.376 0.0494
2} SIDBI 6.13 0.613 | -0.0487
3 | LIC 0.07 0.007 | -0.0006
4 | SBI 0.02 0.002 | -0.0001
5 [ Others 0.01 0.001 -0.0000
Total 1000.00
3. Earnings per share
31.03.2026 | 31.03.2025
Calculation of EPS
a. Net profit including prior period items and 11073.46 10096.23
extraordinary items after deducting current tax
expenses
b. Number of Equity Shares outstanding (face value 0
of Rs.100/- each) 926.50 726.5
11.85 13.90
Basic earnings per share (a) / (b)




¢. Average number of weighted equity shares (As the 928.12

shares are pending allotment, share application
meney pending of Rs.7349.72 Lakh received on
23.03.2026 and Rs.20000 Lakh received on
24,03.2025 are considered for diluted EPS for the
respective years)

730.89

11.93 13.81

Diluted Earnings per share {(a) / ()

2,2 Asset Classification and provisioning
1) Classification of Loans and Advances & Borrowings

The bi rcation of Loans & Advances and Borrowings due within 1 year and above lyear
is given below.

Classification Duey‘.::eg:?m 1 i‘f{%\;ﬁ Total

Loans & Advances 231043.99 | 677021.12 908065.11
a) Bills purchased and discounted 123757.04 - 123757.04
b} Term Loans 107286.95 | 677021.12 784308.07
Borrowings 221095.95 | 664040.71 885136.66

2) Loans and Advances restructured:

The Corporation has restructured 114 foan accounts during the year amounting to Rs.
10324.97 Lakh of which (i} 16 loan accounts ameunting to Rs.2603.67 Lakh are classified
under standard category on account of extension of DCCO with additional provision of
10% (minimum norms is 5%) amounting to Rs.260.37 Lakh (ii}) 98 loan accounts
amounting to Rs. 7721.30 Lakh are classified under Substandard category with
provisioning of 77% amounting to Rs. 5945.40 Lakh.

The C¢  oration had restructured loan accounts and classified under Standard category as
per.RBL guidelines in FY 20-21 and FY 21-22, of which 215 lean acccunts am¢ ting to
Rs.16,401.47 Lakh is outstanding as on 31.03.2026. Additional provision of 10% {(mmimum

norms 5%/10%) amounting to Rs. 1,640.15 Lakh is kept in respect of these accounis as
below.

(i) 33 loan accounts amounting to Rs.4040.90 Lakh in accordance with the COVID
19 pandemic resolution framework prescribed by RBI for Micre, Small and Medium
{MSME) sector vide Circular no. DOR.No.BP.BC /4/21.04.048/2020-21 dated
August 6, 2020, Additicnal provision of 10% (minimum norms is 5%) amounting to
Rs.404.09 Lakh has been made on these loans.

(i) 182 loan accounts amounting to Rs. 12,360.57 Lakh under Resolution framework
for Covid-19 related stress as per RBI Circular dated May 5, 2021 (Resolution
framework 2.0). Additional provision of 10% (minimum norms}) amounting to Rs.
1,236.06 Lakh has been made on these loans.

L-\....‘..-.,-.Ll...-. nnnnn ol o

=18 no diminution in the fair value of restructured advances.
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3) Bad debts Written Off

During the year the corporation has technically written off 193 loan accounts amounting
to Rs. 14827.96 Lakh as bad debts for maintaining asset quality (Previous year 324 loan

" accounts amounting to Rs. 13687.70 Lakh). Constructive steps have been initiated for

the recovery of these accounts and recoveries effected therefrom are recognized as
revenue in the year of receipt. During the year Corporation has recovered Rs.10983.31
Lakhs from loan accounts technically written off in earlier years (Previous year: Rs.
8484.06 Lakh). As on 31.03.2026, the balance outstanding of technically written off bad
debts pending to be recovered amounts to Rs.100459.44 Lakh (including Rs.14827.96
Lakh technically written off as on 31-03-2026).

4) Loan Recovery expenses

An amount of Rs.311.46 Lakh (Rs. 302.23 Lakh during FY 24-25) has been written off
and disclosed under Loan Recovery expenses in Notes 19. The said amount represents
expenses incurred in relation to the loan accounts technically written off in the earlier
years.

5) Provisioning

During the year, the Corporation has maintained general provisions on standard
advances at 0.25% for SME sector advances, 0.40% for Medium/Other sector advances
and 1.00% for Commercial Real Estate (CRE) sector advances in accordance with the
extant RBI IRAC norms and SIDBI guidelines. In respect of CRE sector standard assets
covered under the Reserve Bank of India (Project Finance) Directions, 2025, provision
has been maintained at 1.25% during the construction phase as prescribed under the
said Directions. Accordingly, the provisions held are in line with the minimum prudential
requirements prescribed by RBI/SIDBI guidelines. The Corporation has maintained a
prudent provision of 77% (Previous Year: 77%) on all Sub-standard advances.
Considering the excess provision available, the effective provision coverage on Sub-
standard assets works out to 81.76%.

The total PCR works out to 89.30% as on 31st March 2026 (86.41% as on 31% March
2025) as per the RBI circular DBOD.No.BP.BC. 64 /21.04.048/2009-10 dated December
1, 2009 and Circular ne. DBOD.No.BP.BC. 87 /21.04.048 /2010-11 dated April 21, 2011,

Rs. in Lakhs

Provisioning Coverage Ratio (PCR) as on Mar 31, 2026

1 2 3 4 5 B
Gro:lsLIL\lPA " Specific Provisions Ratio of (4) to (3)
E?ﬁ:’:;t?;{ held including
Write-off * provisions for
St Particulars diminution in
No fairvalue
of the restructured
accounts

classified as NPAs plus
Technical write off




-

Sub-Standard Advances 21024.43 3153.66 15.00 |

Doubtful Advances (a+h+c) 14827.96 14827 .96 100.00
a <1 year 14827.96 14827.96 100.00
b 1-3 Years 0.00 0.00
c >3 years 0.00 0.00

Advances classified as Loss

Assets 0.00 0.00

Total 35852.39 17981.62 50.15

Floating Provisions for
Advances (only to the extent
they are not used as Tier I}
Capit

14035.02

DICGC / ECGC claims
received and held pending 0
adjustment

Part payment received and
kept in Suspense Account or 0
any other similar account

Total 32016.64

{Sum of column 4 of Row 4+
Row 5 + Row 6+ Row 7)

Provii n Coverage Ratio 89.30

{(Row 8/Total of Column 3 of
Row 4)*100}

The minimum provision required to be maintained as per the RBI prudential norms works
out to Rs.8,086.28 lakh. However, the Corporation has maintained total provisions
aggregating to Rs.22,453.53 lakh, which includes an additional provision of Rs.14,367.24
lakh over and above the minimum provisioning requirement prescribed by RBI.

a) The corporation has provided Rs.3,364.34 Lakh for all standard advances which is the
minimum provision required as per the RBI / SIDBI quidelines.

b) The Corporation has prudently maintained additional provision of 10% (minimum
norms is 5%/10%) amounting to Rs.1900.51 Lakh in respect of 231 loan accounts which
are restructured as per RBI guidelines and classified under Standard category as
menticned in Note 2.2 (2) above.

¢) The provision made in respect of Sub-standard category advances is Rs.17188.68
Lakh. During the year, all the doubtful advances amounting to Rs. 14827.96 Lakh are
technicaliy written off and charged to revenue account to maintain asset quality.

The total provision available during the year amounted to Rs.22453.53 Lakh as against
the required provision of Rs.21,453.66. Accordingly, no additional provision was required
to be made during the year. The Operating profit before technical write-off stood at
Rs.29625.99 Lakh (Rs.23815.28 Lakh during PY). The Operating profit after write off is
Rs.14798.03 (Rs. 10,127.58 lakh during PY) and Net profit is Rs.11073.46 Lakh
(Rs.9815.91 Lakh during PY). The Gross NPA and Net NPA as on March 31,2026 are and
2.32% and 0.4329~ rarnactivnts nn memiogt 3 67% and 0.61% as on March 31,2025,

—_
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In accordance with the guidelines of RBI/SIDBI on asset classification, alt loans and
advances have been classified into Standard, Sub Standard and Doubtful Assets and

provisioning is made as under.

Minimum Provision actually made (%) and
provision amount
required (%)
St cat £ Asset as per RBI
ategory of Assets -
No norms During During
FY 25-26 FY 24-25
Amount Amount Amount
%% {Rs. In %o (Rs. In % (Rs. In
Lakhs) Lakhs) Lakhs)
Standard Assets- Micro & Small 0.25 737.44 | 0.25 737.44 | 0.25 930.34
1 Standard Assets- Medium 0.40 2203.52 | 0.40 2203.52 | 0.40 1498.68
Standard Assets- CRE 1.00 365.75 1 365.75 1 330.38
Standard Assets- CRE - (As per
RBI {Project Finance) Directions 1.25 57.63 | 1.25 57.63 NA NA
2025
Additional provision for loans
restructured as per RBI resolution
framework for MSME sector vide
2 Circular no. DOR.No.BP.BC > 202.05 10 404.09 10 621.03
/4/21.04.048/2020-21 dated
August 6, 2020
Additional provision for loans
restructured as per RBI resolution
3 framework 2.0 for Covid-19 10 1236.06 10 1236.06 10 1689.45
related stress as per RBI Circular
dated May 5, 2021
Additional provision for loans
restructured as per RBI guidelines
3 on account of extension of DCCO > 130.18 10 260.37 10 790.67
duiing the FY 25-26
Sub Standard Assets- FB limits 15 3153.66 77 17188.67 77 16264.09
Sub Standard‘Assets— CGTMSE 15 NA NA NA 27 229.52
4 | (Secured portion)
Sub Standard Assets-CGTMSE
(Un Secured portion) 100 NA NA NA 100 99.37
5 Doubtful Assets ( up to 1 year) 25 NA NA NA NA NA
Total Provision made 2086.29 22453.53 22453.53

6) Divergence in Asset Classification and Provisioning for NPAs

With reference to RBI circular DBR.BP.BC.N0.63/21.04.018/2016-17 dated April 18,
2017, the divergence in asset ciassification and provisioning for NPA s for FY 2024-25 is

niven helow.




(Rs in Lakh)

S Particulars Amount

No.

1 Gross NPAs as on March 31, 2025 as reported by the Corporation 21356.69

2 Gross NPAs as on March 31, 2025 as assessed by RBIf SIDBI 21356.69

3 Divergence in Gross NPAs {2-1) Nil

4 Net NPAs as on March 31, 2025 as reported by the Corporation 4763.71

5 Net NPAs as on March 31, 2025 as assessed by RBI/ SIDBI 4763.71

6 Divergence in Net NPAs {5-4) Nif

7 Provisions for NPAs as on March 31, 2025 as reported by Corporation 22453.53

g Provisions for NPAs as on March 31, 2025 as assessed by RBI/ SIDEI 22453.53

9 Divergence in provisioning {8-7) Nil

10 Reported Net Profit after Tax (PAT) for the year ended March 31, 2025 9815.91

11 Adjusted (notional} Net Profit after Tax {PAT) for the year ended March 9815.91
31, 2025 after taking into account the divergence in provisicning

7) Disclosure under RBI (Project Finance) Directions, 2025

Pursuant to the “"Reserve Bank of India (Project Finance) Directions, 2025" issued by the
Reserve Bank of India vide Circular No. RBI/2025-26/59 dated June 19, 2025, effective
from October 01, 2025, the Corporation has complied with the applicable prudential
norms relating to eligible project finance exposures, including asset classification,
provisioning, monitoring and resolution framework for projects under implementation.

In accordance with Paragraph 7 of the said Directions, the provisions of these Directions
are ap| cable only to projects where financial closure is achieved on or after the effective
date i.e., October 01, 2025. Accordingly, the following disclosure as per Annex 4 of the
directions pertains only to project finance exposures covered under the aforesaid
Directions and does not include existing projects governed by the earlier extant
prudential guidelines.

T

Sl. Item Description No.of Total
No accounts | Outstanding
{In Lakhs)

1 Projects under implementation accounts at the
beginning of the year. - -

2 Projects under implementation accounts sanctioned
during the year. {From 01.10,.2025 (effective date) to 6 4610.20
31.03.2026)

3 Projects under implementation accounts where DCCO
has been achieved during the quarter - _

4 Projects under implementation accounts at the end of

the year. {1+2-3) 6 4610.20

Out of'4” - accounts in respect of which
resolution process involving extension in

> original/extended DCCO, as the case may be has - -
been invoked.
5.1 - Out of '5' - accounts in respect of which
Resolution plan has been implemented. - -
5.2 Out of *'5’ — accounts in respect of which
| Resolution plan is under implementation. - -
5.3 | Out of *5’ - accounts in respect of which

Resolution pian has failed, - -




Qut of *5’, accounts in respect of which resolution
5 process involving extension in original/extended

DCCO, as the case may be has been invoked due to - -
change in scope and size of the project.

7 Out of *5’, account in respect of which cost overrun
associated with extension in original/extended DCCO,
as the case may be, was funded

7.1  Qut of 7', accounts where SBCF was sanctioned
during financial closure and renewed continuously - -

7.2 | Qut of '7’, accounts where SBCF was not pre-
sanctioned or renewed continuously - -

Out of '4" - accounts in respect of which
g resolution precess not involving extension in
original/extended DCCO, as the case may be has - -
been invoked.

8.1 | Out of '8’ - accounts in respect of which Resolution
plan has been implemented.

8.2 | Out of '8’ - accounts in respect of which Resolution
plan is under implementation.

8.3 | Out of '8" - accounts in respect of which Resolution
plan has failed. -

8) Assets taken over under Section 29

During the year ,10 units with principal outstanding of Rs.5592.92 Lakh were taken over
under Section 29 of the SFC Act, 1951.

9) Recovery under Compromise Settlement Policy

During the year, the Board of the Corporation at its meeting held on 11.11.2025 revised
the Loan Compromise Settlement Policy (LCSP) for FY-2025-2026. CS was sanctioned in
94 cases under the scheme amounting to Rs.17449.73 lakh, of which 47 cases were
settled amounting to Rs.6853.95 Lakh as on 31.,03.2026.

10) Units under IBC,2016

As on 31.03.2026, there are 4 units financed by the Corporation which are undergoing
the process of CIRP/Liquidation on the basis of petitions filed by KFC and other financial
creditors. The total claim admitted in favour of the Corporation in the 4 cases amounts to
Rs.12187.65 lakh. During the year one unit which was under 1BC 2016 was closed under
the Compromise settlement scherne.

11) Physical possession under SARFAESI Act 2002

The Corporation has taken physical possession of 10 units with principal outstanding of
Rs.5594.11 Lakh under SARFAESI ACT, 2002.

12 Revenue Recovery

During the year, the Corporation initiated Revenue Recovery proceedings against 89
uni tices aggregating to Rs. 25410.95 lakh were issued.



2.3 Loans to Government Public Sector Undertaking (PSU)

The Loan Portfolio of the Corporation as on 31.03,2026 includes the term loans extended
to the following Public Sector Undertaking (PSU) of Govt of Kerala.
(Rs. In Lakh)

SL Balance Balance
No Name of Borrower outstanding as | outstanding as
] on 31-03-26 on 31-03-25

Kerala Infrastructure Investment Fund Board

(KIIFB) 92,421.47 1,16,675.97
2 Kerala Social Security Pension Ltd (KSSPL) 199,999.91 99999.80
3 Kerala State Electricity Board (KSEB) - 68,015.67

Total 292,421.38 | 2,84,691.44

2.4 Projects with subsidies

a) Chief Minister's Entrepreneurship Development Programme (CMEDP)

The scarcity of capital and inadequate availability of credit facilities are the major
problems confronted by small entrepreneurs. Under the above backdrop, Govt. of Kerala
has launched a special scheme called Chief Minister's Entrepreneurship Development
Programme (CMEDP). Initialty the scheme was envisaged with a maximum loan amount
of Rs.50 Lakh with a repayment period upto 5 years at an interest rate of 7%, where 3%
interest subvention -is provided by Govt. of Kerala. In November 2021, the scheme was
revised to assist 500 MSME units every year and the loan amount was increased
from Rs.50 lakh to Rs.200 lakh and the interest rate was reduced from 7% to 5%. The
Govt of Kerala provides 3% as interest subvention under the scheme. The scheme is
valid till July 2026. During FY 2025-26, the Corporation sanctioned assistance worth
Rs.42482.86 Lakh to 392 units and disbursed Rs.29194.27 Lakh to 507 units under this
scheme, Rs.1882.63 Lakh is receivable from the Govt of Kerala as interest subsidy as on
31.03.2026.

b) NORKA {NDPREM) scheme

NORKA ROOTS has formulated ‘Norka Department Project for Rehabilitation of Return
Emigrants” (NDPREM) Scheme’ for returned immigrants. They will be eligible for Capital
subsidy of 15% of project cost (Maximum Rs.3 Lakh) and interest subvention of 3% from
NORKA ROOTS. During the year, the Corporation has sanctioned Rs.65.74 lakh to 4 units
and disbursed Rs.63.99 Lakh to 5 units under this scheme. Rs.12.92 Lakh is received as
capital subsidy from NORKA Roots during the F.Y 2025-26.

c) Start up loans - Comprehensive Scheme for financing Start ups

The Corporation started a Comprehensive Scheme for Financing Startups named
‘Startup Kerala’ to assist Startups during all stages of their growth starting from
Productization/ Commercialization/ Scaling Up, Financing Working Capital Requirements
of Startups for Executing Purchase/ Work Orders, Seed Loan Assistance to Startups for
developing socially refevant products, Venture Debt etc. The maximum assistance
ie s.25 lakh for productization, up to Rs.50 lakh for commercialization and up to Rs.200
lakh for Scaling up, subject to 90% of the project cost at each stage. Further, there are
provisions far sacv finanre far axecuting Purchase Orders, discounting Bills and also for
availing up to Rs.1000 lakh, They will be eligible for interest
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subvention of 2% from KSUM. During the year, the Corporation sanctioned Rs.1743.00
Lakh to 16 units and disbursed Rs. 682.27 lakh to 14 units. Rs. 63.69 lakh is receivable
as interest subsidy from Kerala Startup Mission as on 31.03.2026.

d) KFC Agro-based MSME Loan Scheme (KAMS)

Agro-based industries can play an important roie in contributing to the overall
development of the economy. The Hon, Finance Minister, in the Budget Speech 2022-23,
had announced a Special Schemie for MSMEs in Agriculture Sector through KFC. The
Government of Kerala has accorded administrative sanction for financing MSMEs in
Agriculture Sector. Accordingly, the Corporation approved a special loan scheme for
MSMEs in Agriculture Sector and the Scheme is named 'KFC Agro-based MSME Loan
Scheme’ (KAMS). The Government have extended the validity of the Scheme for the FY
2025-26. The rate of interest of the loans under the Scheme is 6% where 3% subsidy is
given by the Govt of Kerala. During the FY 2025-26, the Corparation has sanctioned
assistance worth Rs.345.00 Lakh to 3 units and disbursed Rs.638.41 Lakh to 8 units
under this scheme. Rs.27.99 Lakhs is receivable as interest subsidy from Govt of Kerala
as on 31.03.2026.

2.5 Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE)
Scheme.

As on March 31, 2026, the Corporation has 1,802 CGTMSE-registered units with an
aggregate principal outstanding of Rs.3,232.76 lakh. Claims aggregating to Rs.556.48
lakh have been lodged in respect of 891 loan accounts, out of which claims amounting to
Rs.204.00 lakh have been received. Accordingly, claims receivable amounting to
Rs.352.48 lakh rernain outstanding as on March 31, 2026. In line with the Corporation’s
accounting policy, the outstanding claims receivable amounting to Rs. 352.48 lakh have
not been recognized in the financial statements and will be accounted for in the period of
actual receipt.

2.6 Investments

Out of the investments of Rs.91.44 Lakh, provision for diminution in value of investments
of Rs.74.38 Lakh have been provided for investments other than KITCO, Kerala
Infrastructure Fund Management Ltd, being the wvalue of investment in respect of
companies under liquidation. For KITCO and Kerala Infrastructure Fund Management Ltd,
the Corporation have valued the shares on the basis of latest available financial
statements and found that the values are above book value.

The Corporation had invested an amount of Rs.6,080 lakh in April 2018 in Secured
Redeemable Non-Convertible Debentures (NCDs) issued by M/s. Reliance Commercial
Finance Limited, in accordance with the terms and conditions governing the Non-SLR
Bond Issue Series 2018. Subsequently, upon default by RCFL to its lenders and creditors,
a resolution process was initiated under the directions of the Reserve Bank of India,
culminating in July 2021 with the approval of a resolution plan in favour of Authum
Investment and Infrastructure Limited (Authum}), which contemplated a recovery of
24.96% for the debenture holders and other creditors. Being aggrieved by the resolution
process, including concerns relating to the voting mechanism and treatment of dissenting
cr filed Writ Pelition (L) No. 14895 of 2022 before the Hon'ble
B¢ y 2022 ---"---i==*-- --id resolution framework. Thereafter,
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pursuant to the order dated 30.08.2022 of the Hon'ble Suprerne Court of India
permitting direct negotiations between the parties, Authum submitted a revised
settlement proposal offering recovery equivalent to 52% of the investment amount
together with an additional entitlement of 1% of future recoveries arising from the
mortgaged assets. Subsequent to the direction issued by the State Government in May
2024 leaving the matter to the discretion of the Board of the Corporation, further
discussions were held with Authum with a view to exploring the possibility of improving
the settlement proposal. However, Authum informed that, in view of the lapse of time
and intervening developments, the matter is presently under internal re-examination and
that a reaffirmed proposal, if any, would be communicated in due course. In the
meanwhile, the aforesaid Writ Petition (L) No. 14895 of 2022 filed by the Corporation has
been tagged by the Hon'ble Bombay High Court for joint consideration along with a
connected writ petition filed by NABARD against RCFL, Bank of Baroda and the Reserve
Bank of India, and the matter is presently pending adjudication, Pending final resolution
of the matter, and as a measure of financial prudence and accounting conservatism, the
Corporation continues to maintain 100% provision against the outstanding investment
amount and any future recovery realized through judicial outcomes or a settlement will
be recognized directly as income upon receipt.

The Corporation also hold investment in NCDs amounting to Rs.2300 Lakh in
compliance with the covenant requirements of KFC Non SLR Bond Issue Series 2020.

2.7 Income Tax Assessments

Income-tax returns of the Corporation have been filed up to Assessment Year 2025-26
and assessments have been completed up to Assessment Year 2025-26. Appeals filed by
the Corporation are pending before the Commissioner of Income Tax (Appeals) for
Assessment Years 2009-10, 2012-13, 2013-14, 2014-15, 2016-17, 2018-19, 2020-21
and 2024-25,

Assessments for Assessment Years 2018-19 and 2020-21 were reopened under Section
147 of the Income-tax Act, 1961. The reassessment for AY 2018-19 was completed vide
order dated 12.02.2026 raising an additional demand of Rs.9,290.45 lakhs. The
Corporation has filed an appeal against the said order and, against the total demand, an
amount of Rs.435.77 lakhs has been deposited. Stay has been granted for the balance
demand of Rs.8,854.68 |akhs.

The reassessment for AY 2020-21 was also completed with an additional demand of
Rs.17.02 lakhs. The Corporation has filed an appeal against the said order and deposited
Rs.3.40 lakhs. Stay has been granted for the batance demand of ¥13.62 lakhs.

Further, writ petitions filed by the Corporation for Assessment Years 1993-94 and 1995-

96 have been remanded to the Chief Commissioner/Additional Commissioner for fresh
adjudication.

2.7 Deferred Tax Asset
The deferred tax assets and liabilities arising from timing differences between accounting

income and taxable income has been recognised in accordance with Accounting Standard
22, The erred tax are as follows: -
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(in Lakh) -

Particulars 31.03.2026
Deferred Tax Assets (DTA)
Provision for doubtful debts 5651.10
Difference on account of depreciation (WDV method) 44.45

Deferred Tax Liabilities (DTL)

Special reserve created u/s 36(1)(viii} 3952.64
Net Deferred Tax Assetas on 31.03.2026 1742.91
Opening Balance of DTA/(DTL) 1871.21
DTA/(DTL) recognised for FY 2025-26 128.30

2.8 Indirect taxes
Service tax -

Prior to the intfoduction of GST w.e.f. 01.07.2017, the Corporation was covered under
the Service Tax regime. Most of the disputes pertaining to the Service Tax pericd were
resolved under the Sabka Vishwas (Legacy Dispute Resolution) Scheme, 2019 (SVLDRS]).
The following matters, however, continue under variocus stages of litigation/disposal: 10
No.03/2018-19 dated 22.05.2018 involving a demand of Rs.64.82 lakh pending before
the Hon'ble CESTAT, Bangalore; OIQ No.09/ST(DC)/DIV/2021-22 dated 28.07.2021
involving a demand of Rs.30.53 lakh pending before the Commissioner {(Appeals); and
SCN Neo.08/2019/ST dated 11.04.2019 involving a demand of Rs.93.88 lakh pending
adjudication before the Jurisdicticnal Assessing Officer.

Goods and Service Tax (GST)

GST was implemented across the country w.e.f. 01.07.2017. Al the indirect tex
registrations of Branch Offices and Head Office are brought under onec common
registration under GST and are managed centrally from Head Office. During FY 2025-26,
the total GST liability of the Corporation amounted to Rs 489.69 lakh, of which Rs.68.29
lakh was discharged through utilisation of eligible Input Tax Credit (ITC} after reversal of
50% of the credit in accordance with Section 17(4) of the CGST Act, and Rs.421.40 lakh
through cash payment. The Annual Returns under GST regime, GSTR-S and GSTR-9C,
have been filed up to FY 2024-25.

SCN No0.95/2022-23 (GST) dated 31.03.2023 was served on the Corporation with 2
demand of Rs.83.00 lakh in connection with the levy of GST under Reverse Charge
Mechanism {(RCM) on establishment charges of Revenue Recovery staff reimbursed to
Government. Order-in-Appeal No. TVM-GST-APP-150-2024-25 confirming the demand
was passed by the Commissioner (Appeals) on 12.11.2024. The GST Appellate Tribunal
has now become functional and the last date for filing appeal in the matter is
30.06.2026. The Corporation irtends to file appea! before the Hon'ble GST Appellate
Tribunal within the prescribed timeline,



2.9 Related Party Disclosures as per AS 18

A. List of Related Parties
- Holding Company - NIL
- Subsidiary Companies - NIL
- Key Managerial Personnel -
1. Dr. A Jayathilak IAS, Chairman (28.10.2024-Present)
2.  Dr.Sriram Venkitaraman IAS - Managing Director (till 07.08.2025)
3. Shri. Umesh NSK IAS- Managing Director (08-08-2025 to 18-03-2026 &
06.05.2026 to present)
4. Sri Premnath Ravindranath - Managing Director (i/c) (18-03-2026- 19-03-
2026)
5. Smt. Anju K.S IAS (from 19-03-2026 - 06.05.2026)
6. Smt.Soya K - Financial Controller & Chief Financial Officer
7. Smt.Nandhini Vijayaraghavan - Company Secretary & Compliance Officer

B. Related party Transactions

No remuneration is paid to Dr. A. Jayathilak IAS , Dr Sriram Venitaraman IAS and Sri.
Umesh NSK IAS during the year.

Salary and other perquisites:
Sri. Premnath Ravindranath - Rs. 49.73 Lakh
Smt. Soya K - Rs.37.69 Lakh
Sri. Nandhini Vijayaraghavan - Rs.13.68 Lakh

2.10 Impairment of Assets

The fixed assets are carried at written down value (WDV) consistently using appropriate
depreciation rates. All other operating assets are carried at current / transaction value.
An assessment of indicators of impairment of assets in accordance with Accounting
Standard 28 - Impairment of Assets as at the balance sheet date and there has been no
indication that an asset or a class of assets is ‘impaired’. Accordingly, no impairment
toss has been recognized in the books of account for the year ended 31.03.2026.

2.11 Advance for fixed assets.

Advance for Fixed Assets amounting to Rs.159.88 lakh represents expenditure incurred
on fixed assets which were not ready for use as at 31.03.2026. This includes an advance
of Rs.114.68 lakh paid to KADCO towards renovation of the Ernakulam Bran  Office.
Further, an advance of Rs.11.30 lakh paid to National Informatics C tre for
development of the MISAGO application for the Case Management System and Rs.33.90
Lakh to Kone Elevators for supply and commissioning of two lifts at Ernakulam Branch
Office.

2.12 Segment Repaorting

The Corporation operates as a single unit with a single profit center and has concentrated
its activity on term lending only as a single product.

A. Primary Segment (The Busnness Segment)
The Corpor-tinn ~marotan ~="="-in the business segment of providing financial

assistance - ters. All other #-+-*+~~ yevolve around the main
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business. Further, all activities are carried out within Kerala. As such, there are no
separate reportable segments as per the provisions of AS 17 on ‘Segment Reporting’
issued by the Institute of Chartered Accountants of India.

B. Secondary Segment (The Geographical Segment)
The area of operation of the Corporation is confined within the state of Kerala. As a
result, separate segment information for different geographical seaments is not required.

2.13 Contingent liabilities

The contingent liabilities as on 31.03.2026 are estimated as under

Particulars Rs in Lakh
On account of :

1.Income Tax 5392.62
2. Suits filed against the Corporation wrt borrowers 46.31
3. Suits filed against the Corporation wrt employee matters 949.19
4. Service Tax & GST 178.36
5. Guarantees issued on behalf of Government contractors in Kerala 25801.91

2.14 Assets acquired in satisfaction of claims (Title deeds of Immovable
Property not held in name of the Company)

Assets acquired n satisfaction of claims amounting to Rs.400.34 lakh relate to M/s.
Jayalakshmi Builders, Thiruvananthapuram, and continue to be retained as such. The
acquisition was ‘made during the financial year 2008-09 and was accounted for as
recovery from the NPA account in that year. Accordingly, the said amount does not have
any impact on the profits reported in the current or previous year financial statements.
The asset has been tested for impairment and, as per the valuation dated 01.11.2025,
the present realizable value of the asset is Rs.922.54 lakh, which is higher than its
carrying value. Though e-sale notices were issued during the year, no bids were
received. Pending settlement and considering the asset as additional support towards the
claims, the Corporation has continued to retain the same under Non-Current Assets.

Relevant | Descripti | Gross Title deeds Whether Property Reason for
line item | on carrying | held in the title deed | held since | not being
in of item | value name of hoider is a | which held in the
the of promoter, | date name of the
Balance | property director or company
sheet relative of
promoter/
director
or
employee
of
promoter/
director
Cther Land 109.50 Sri.Rajendra No 26.10.2006 | Possession of
non Babu & property
current Sri.Balakrishnan taken  over
u/s 29 of
SFC Act
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Other Building | 290.84 - No 26.10.2006 | Possession of
non property
current taken over
assets ufs 29 of
SFC Act

2.15 Suspense Account

The amount outstanding in Suspense Account amounting to Rs.753.51 Lakh as on
31.03.2026 comprises of remittance in contractor loans of Rs.354.48 Lakh, out of which
Rs 197.89 Lakhs is refunded post year end. Balance amount of Rs.399.03 Lakhs pertains
to unidentified credits received in loan accounts during year end and amount retained as

per court orders etc. The balance amount lying in Suspense account as on date is being
identified and rectified.

2.16 Secured / Un-secured Loans.

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
had converted Rupee Term Loans and WCDLs and availed as Foreign Currency Loans
from State Bank of India & South Indian Bank for tenors not exceeding 183 days on a
fully hedged basis. All transactions in foreign currency were recognized at the exchange
rate prevailing on the date of the transaction. The premium paid during the year ended
March 31, 2026 was Rs 2,895.50 Lakh. All the loans denominated in Foreign Currencies
were converted back to Rupee Term Loans and WCDLs before 31.03.2026 and no loans
denominated in Foreign currencies are outstanding as on 31.03.2026.

2.17 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(SQ) 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. 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

Sl Issue Date | Coupon Amount Amount Maturity Credit Asset
No Issued Outstanding Date Rating | Cover*

1 23-Jul-25 |  8.58% 31000.00 31000.00 | 23-Jui-35 | AA | 100% |
2 13-Mar-24 | 8.89% |  30700.00 |  30700.00 | 13-Mar-34| A | 1 6
3 02-May-23 | 8.63% 27350.00 27350.00 | 24-Mar-33| AA 100%
4 24-Mar-23 | 8.90% 475650.00 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 | 8.99% 25000.00 6250.00 | 09-Jul-26 | AA 125%

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

In order to enahle Dehentire Trustees to take prompt action for enforcement of security
in ¢ | debt securities, a ‘Recovery Expense Fund’(REF) equal to
0.0 ject to maximum of Rs.25 Lakh shall be created, as per SEBI
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Circular SEBI/HO/MIRSD/CRADT/CIR/P/2020/207 dated 22" October 2020 which shall
be utilized in a manner decided by holders 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.

2.18 Employee Expenses

The total employee benefits and expenses for the financial year amount to Rs. 5,249.42
Lakh (FY 2024-25: Rs. 4,214.86 Lakh), which includes Employee Pay & Allowances of Rs.
4,667.92 Lakh (FY 2024-25: Rs. 3,612.69 Lakh). The Corporation follows the State
Government pattern for Dearness Allowance (DA) revisions and meets the resulting
financial liability from its own resources, In terms of G.0.(P) No. 15/2026/Fin dated
04.02.2026, the Government enhanced the DA from 22% to 25% effective from
01.07.2023, and the corresponding arrears were subsequently released on 25.02.2026.
Further, noting the State Budget announcements for FY 2026-27 regarding the release of
pending DA increments from 25% up to 35% across subsequent intervals between
01.01.2024 and 01.07.2025, a provision of Rs. 306.59 Lakh has been created and
incorporated into the financial statements to account for a 10% increase in Dearness
Allowance effective from 01.01.2024.

2.19 Employee Payments and Retirement Benefits

The Corporation contributes towards Group gratuity Scheme and Group Leave
Encashment Scheme administered by Life Insurance Corporation of India (LIC) for
eligible employees as per the actuarial valuation and demand raised by LIC and are
reckoned as expenditure for the concerned period.

The Summary of actuarial assumptions' used in valuation is as below.

- Discount rate 7.215%

- Salary escalation rate 2.00%

- Employee turnover rates - 2%
- Mortality rates - IALM 2012-14

The Fair value of the Plan assets and the Present value of obligations as at March 31,
2026 for both the schemes is as below.

Rs in Lakh
PV of
Particulars obligation Fund value
Group gratuity Scheme 1200.43 1207.87
Group Leave Encashment Scheme 830.46 1078.08

The Calculation of Liability/(asset) for both the schemes is as below,

=Y Particulars Gratuity Leave

No encashment

1 Defined Benefit Obligation 1200.43 830.46

2 Fair value of plan assels 1207.87 1078.08

3 Funded status -(surplus}/deficit (7.44) {247.62)
it servi--




|5 | Liability/(asset) | (7.44) | (247.62) |

The Calculation of actuarial gain/loss for both the schemes is as below.

Sl Particulars Gratuity Leave

No encashment

1 Current service cost 59.20 168.52
2 Interest cost 73.78 39.62
3 Expected return on plan assets (85.35) (65.68)
4 Actuarial loss/{gains) (37.01) 80.59

The contribution made to the fund is accounted as expenses and the excess amount in
the fund is not recognized as asset in the Balance Sheet as per the accounting practice
followed.

2.20 RR charges payable

The Corporation reimburses the remuneration paid by Government to Revenue Recovery
staff who are officiating in the Corporation. The payments had been paid for till FY 2013-
14. Provision of Rs.1072.21 Lakh has been made towards the due payable from FY 2014-
15 to FY 2024-25 as on 31.03.2025. Subsequently, vide Letter No0.82/2008/Dy/C/RR
dated 17.07.2025 the amount payable for the period from F.Y 2014-15 to F.Y 2024-25
was revised to Rs.882.43 lakh. Accordingly excess provision amounting to Rs.189.78
lakh was reversed during the year. Further a provision of Rs.60 Lakh is made for the F.Y
2025-26 based on the previous years’ calculations. Consequently, the total provision
outstanding as on 31.03.2026 amounts to Rs.942.43 Lakh, break up of which is as
below.

Financial Year f-;?((r)]unt in
2014-15 94.54
2015-16 100.47
2016-17 150.76 |
2017-18 157.92
2018-19 157.00
2019-20 ' 135.86
2020-21 4986
2021-22 650.80
2022-23 45 00
2023-24 650.00
2024-25 60.00
Less: Excess Provision adjusted -189.78
2025-26 60.00
Total 942.43

The establishment charges have not been paid as there is dispute in the calculations
marde hv tha Carnaratinn and demand given by the Revenue Department.
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2.21 Interest Income and rebate

The rebate to customers for prompt payment is deducted from interest income for
reporting in the financial statements during the year. The interest received on loans and
advances and Interest rebate extended on loans during FY 25-26 are Rs.84,079.39 Lakh
and Rs.2495.48 Lakh (Rs.73,775.51 Lakh and Rs.2030.22 Lakh during FY 2024-25)
respectively.

2.22 Commission on Performance guarantees issued

The commission on performance guarantee provided is collected upfront from the
customers for the full tenure of guarantee period. However, the commission in respect of
the unexpired portion of the guarantee is reversed at the year end. During the FY, total
commission collected upfront from Performance guarantees issued (including extension
of Performance guarantees issued in previous FYs) amounts to Rs 442.69 Lakh (Rs.
357.12 Lakh during the FY 24-25), out of which Rs 139.38 Lakh pertains to this FY (Rs.
153.90 Lakh during the FY 24-25) and Rs 303.31 Lakh (Rs. 203.22 Lakh during the FY
24-25) pertains to future FYs.

Out of the unexpired portion of Commission accounted during:

a) FY2024-25 (Rs.200.31 Lakh), Rs.108.48Lakh is recognized as income during this year
b) FY2023-24 (Rs.209.34 Lakh), Rs.99.87 Lakh is recognized as income during this year
c) FY 2022-23 (Rs.83.68 Lakh), Rs.37.99 Lakh is recognized as income during this year
d)} FY 2021-22 (Rs.16.85 Lakh), Rs.9.33 Lakh is recognized as income during this year
e) FY 2020-21 (Rs.8.15 Lakh), Rs.4.43 Lakh is recognized as income during this year.
f) FY 2019-20 (Rs.1.40 Lakh), Rs. 1.07 Lakh is recognized as income during this year.

Thus, the total income recognised during the year is Rs. 400.55 Lakh.

2.23 Ageing of trade payables and trade receivables

The Ageing of trade payables and trade receivables in compliance with amended
Schedule III is NIL.

. 2.24 Provision for Income Tax

The income tax comprises of current and deferred tax. The provision for income tax is
made as per the income tax rules and previous income tax assessments. The tax is
calculated on income on accrual basis. The deferred tax assets and liabilities are
recognised, for the expected tax consequences of temporary / timing differences.

Taxable income calculated as per IT Act - Rs. 14289.04 Lakh
Income tax thereon - Rs. 3596.26 Lakh

2.25 Dividend and Special Reserve Fund

For the financia! year ended March 31, 2026, the Board of Directors has recommended
the conservation of profits and has not proposed any dividend (Previous Year: 5%).
Consequent to the equity capital being fully paid up, the Corporation aims to augment its
net worth through retained earnir i conservation strategy is essential to
maintain robust prudential ratios- e Capital Adequacy Ratio (CRAR) and
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Debt-Equity Ratic (DER)—thereby ensuring future leveraging capacity, borrowing
headroom, and sustainable credit expansion.

As no dividend has been declared for the current financial year, no amount is required to

be transferred to the Special Reserve Fund under Section 35A of the SFC Act, 1951
(Previous Year: Rs. 18.16 Lakh).

2.26 Grants and Subsidies

The receipts in the nature of grants and subsidies received are utilized for the purpose
for which the same is granted, The undisposed portion of subsidies to loanees with
respect to State subsidy is kept as other current liabilities and all other subsidies like
Coconut Development Board Subsidy, Norka Subsidy, Central Subsidy etc are shown as
Non Current Liabilities. For back ended subsidies with ‘lock in’ period, interest credit is
calculated during such period and is credited to the loan account of such beneficiaries at
the applicable interest rates. The interest on all back ended subsidies is Rs.B.86 Lakh
{Rs.21.66 Lakh during FY 24-25) is shown under the head Interest and fund-expenses.

2.27 | ior period items
There are no prior period adjustment made during this year .

2.28 Previous Year's Figures

Previous year's figures have heen regrouped and reclassified for better presentation
wherever found necessary.

For and on behalf of the Boi

Company Secretary
& Compliance
Officer

Executive Director Y

Chief Financial Officer

As perour reper  feven date
ForJAK!  Associates
Chartered Accountants

Firm Reg No : 0013605

Piace: Thiruvananthapuram
Date: 25.05.2026 Partner, M No: 202874
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