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It is my pleasure to present an account of the working of the Odisha State Financial

Corporation during the financial year 2022-23. During the year, the Corporation has
registered a profit of Rs.18.48 crore, a significant increase from Rs.6.94 crore during
previous year. Our accounting practices adhere to the accrual basis, with the exception of
interest income on non-performing asset (NPA) accounts, which follows SIDBI| guidelines
and is accounted for upon realization.
During the financial year 2022-23, the Corporation faced challenges stemming from the
Covid-19 pandemic and subsequent lockdown measures. MSME Sector and Commercial
Sector were severely hit by the lock down resulting in a notable decline in recoveries of the
Corporation. The Corporation could not sanction fresh loans like previous years as
resources’ back up and line of credit for onward lending have been discontinued.

The Corporation has achieved the recovery target of Rs.20.00 crore. Continuous
follow-up for mitigating litigation and disposal of few high value court cases are the major
factors for achieving the recovery target assigned for the year. On the whole, after a long
gap, the Corporation has shown an improving trend in its financial parameters. | commend
the management and its employees for their dedication, especially considering the
shrinking manpower which has made maintaining regular borrower communication a
challenge.

It is said that, if we don't change with time, Time will change us. In the context of what
we are witnessing since last few years, we believe that we must embrace the change as
quickly as possible so as to fulfill the aspirations of the entrepreneurs. The Corporation
has taken a lot of steps to redress the grievances of the entrepreneurs.

| am pleased to acknowledge the excellent contributions of our Board of Directors,
whose collective wisdom continues to benefit the Corporation. | extend my gratitude to our
shareholders for their enduring trust.

| also express my gratitude to the Government of Odisha, SIDBI and Board of Directors
especially the Principal Secretary, MSME Department & Chairman of the Corporation for
their steadfast support.

I convey my sincere thanks to State Bank of India, LIC of India, Insurance Companies,
Union Bank of India and other bankers for their continued support.
| am thankful to our valued customers for their continuous patronage and support.

Lastly, | congratulate the officers and supporting staff of the Corporation for their
commendable effort to bring this Annual Report within a very short span of time.

oo

D. Prasanth Kumar Reddy, IAS
Managing Director
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PERFORMANCE AT A GLANCE

AS ON 31.03.2023

Union Bank of India
Central Bank of India
Axis Bank Ltd.
HDFC Bank Ltd.

(X Crore)
PARTICULARS 2021-22 2022-23 AS ON 31.03.2023
OPERATIONS
1. Sanction - - 1317.60
2. Disbursement - - 1309.90
3. Recovery 13.04 22.65 2049.80
4, Outstanding 250.68 246.98 246.98
SHARE CAPITAL
1. | Paid Up 0.47 0.47 420.47
BONDS
1. Issued - - 424.44
2. Repaid - - 424.34
3. Outstanding Principal forfeited - - 0.10
0.00
REFINANCE
1. Availed - - 691.56
2. Repaid - - 610.90
3. Outstanding (Principal) 80.66
4. 0% Funded Loan 17.95
5. Total:- 98.61
6. Crystallized OTS Amount Repaid 15.00 0.00
Waived by SIDBI Under OTS 83.61 0.00
98.61 0.00
FINANCIAL SUMMARY
1. Gross Income 11.65 24.41
2. Total Expenditure 3.35 5.94
3. Operating Profit / Loss 8.30 18.47
4. Net Prior period adjustment (-)1.36 0.01
5. Net Profit / (Loss) 6.94 18.48
6. Reserve -
BANKERS AUDITORS

For RKJS & CO. LLP
Chartered Accountants
FRN.323001E/E300058

ODISHA STATE FINANCIAL CORPORATION
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Shri Pradyumna Kumar Choudhury
Deputy General Manager,

SIDBI, Bhubaneswar

Member
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= ODISHA STATE FINANCIAL CORPORATION
K o A O.M.P. SQUARE, CUTTACK-753003.
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NOTICE

Notice is hereby given in pursuance of Regulation 45 of the Odisha
State Financial Corporation General Regulation 2003 that the 66™ Annual
General Meeting of the share holders of the corporation for the financial
year 2022-23 will be held on 03.05.2024 at 11.30 A.M at the Registered
Office of the Corporation located at O.M.P Square, Cuttack-3 to transact
the following business:-

1. To read the audited balance sheet as on 31.03.2023 and Profit & Loss
account of the Corporation for the year ending 31.03.2023 together with
the Report of the Board of Directors on the working of the Corporation
during the FY 2022-23.

2. Appointment of statutory auditors for the FY 2023-24.

3. Any other item with the permission of the chair.

The share register of the corporation will remain closed and the
registration of the transfer of share(s) shall be suspended from 19.04.2024 to
03.05.2024 (both days inclusive).

Sd/-
Cuttack, (D.Prasanth Kumar Reddy, IAS)
Dt.03.04.2024 Managing Director

Notes:-

1. Copies of the Resolution appointing representatives of the shareholders
(which are companies/Bodies Corporate) duly certified to be true copy by
the Chairman of the meeting at which it was passed should reach the
Head Office of the corporation on or before 25.04.2024.

2. Any proxy shall be executed in terms of Odisha State Financial
Corporation (Voting rights) Rules, 2003 and shall be deposited at the
Head office of the Corporation on or before 25.04.2024 along with the
documents in compliance with Rule 7 of the said rules.

ODISHA STATE FINANCIAL CORPORATION 1051
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DIRECTORS' REPORT

The Board of Directors have great
pleasure in presenting the 66" Annual Report on
the functioning of the Corporation together with
Audited statement of Accounts and Report of
Statutory Auditors for the year ended on 31°
March 2023.

This Corporation has completed 66 years
of serving the cause of industrial and financial
development in Odisha. During the year, the
Corporation has not able to sanction and
disburse any fresh loan. The thrust of the
Corporation is now on recovery from NPA
accountsonly.

STATE ECONOMY OUTLOOK:-
Economic Growth

Economic performance is measured by
the pace at which economic activity is growing in
a country or state. Odisha, by that measure, is
one of the high performing states in the country.
Higher economic growth helps in making the
lives of the people better. Odisha is consistently
performing better.

The economy grew at 7.82 per cent in
2022-23 which is higher than pre-COVID
average growth of 7.1 percent (2012-13 to 2019-
20). Industry and service sectors have been the
major engines of economic growth in the State in
the recent years. Odisha has achieved
impressive growth in the last two decades. First,
the State has grown faster than many states and
all-India. Second, economic growth has been
steady. Third, industry has been the engine of
growth and the services sector is picking up. The
Government of Odisha has prudently managed
the state's finances to have a very comfortable
fiscal position. Effective tackling of natural
disasters, high capital spending, increasing
receipts from minerals, low inflation relative to
neighbouring states, moderate unemployment,
power and manufacturing sector reforms,
promotion of startups and fiscal prudence have
helped the state to rise to new peaks over the
years. The State witnessed significant growth in
the air transport sector with opening of new

airports, new routes. Odisha has considerable
potential in tourism sector which will have
positive impact on jobs and investments in other
sectors such as transport, hotels, construction.
There is steady growth of the economy over last
20 years with reduction in poverty increase in per
capita income and financial sustainability. The
state came up with infrastructure developmentin
the field of health, education, sports, tourism,
irrigation and rural connectivity. A robust health
care system with the message “Accessible
healthcare for all” shows the commitment of
State for its citizens. The State has given utmost
priority for skill development of youth through
World Skill Center and Skilled in Odisha—tag has
now received global recognition. Investment in
youth has been the priority of the State.

Government of Odisha is known for its
prudent fiscal management. Odisha has been
fully compliant with the FRBM Act 2005 right
since its enactment. It is among the handful of
State that have posted revenue surplus for
several years during this period. The State
continuously strives to enhance fiscal
sustainability and improve budget performance
by strengthening medium-term fiscal framework
and improving budgetary transparency. With the
objective of further improving budget credibility,
the State has introduced 'Strategic Budget
making process in preparation of the budget for
the ensuing years. The developmental revenue
expenditure of the State has increased more than
four times in 2022-23 (BE), fromits level in 2011-
12. The Revenue account has been in surplus for
more than 15 years now. Primary deficit has been
below 2 percent of GSDP during the last five
years except 2019-20. Debt-GSDP ratio is being
maintained below 25 percent, the statutory
benchmark. The State has taken various fiscal
risk management measures to address the risks
arising out of termination of GST compensation
to States, volatile revenues from mining, decline
in Odisha's share in tax devolution, state's
contingent liabilities in power sector and public
private partnerships especially infrastructure and
the frequent natural disasters.

1061
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Public Finance

The State is known for its fiscal discipline.
The State has been under revenue surplus
continuously for the last 17 years since the
enactment of Fiscal Responsibility and Budget
Management Act (FRBM). This implies that the
state's borrowings are primarily used for asset
creation, which is expected to boost medium and
long-term growth potential of the state.
Government of Odisha is one of the leading
States in terms of capital outlay normalized by
economy size (i.e., GSDP).

The State, over the years, has shown
strong fiscal discipline in terms of posting
revenue surplus and maintaining fiscal deficit
within the FRBM limits. This has resulted in the
outstanding liabilities as percentage of GSDP to
be one of the lowest (i.e., 15.6 per cent in 2022-

23 (BE)) among major states. This is
substantially lower than the prescribed debt path
for states set by 15th Finance Commission (FC).
As per 15th FC, the prescribed threshold for total
outstanding liabilities as per cent of GSDP for
statesis 33.3 per centfor 2022-23.

On an overall basis, the growth outlook
for the State remains positive. Reforms oriented
government, strong fiscal discipline, better
quality of public spending, availability of key
infrastructure such as ports, road connectivity,
proactive approach of the State to attract
domestic and global investors in terms of
incentives, and the policy environment are
expected to attract capital as well as the talent in
state across the priority areas and build medium-
term growth potential.

KEY NEW POLICY INITIATIVES

Odisha Industrial Policy
Resolution, 2022

Odisha Logistics
Policy, 2022

Odisha Export Promotior
Policy, 2022

To enabled development
of a robust industrial
ecasystem focused on
broad basing of industry

and rapid development of
industrial infragtructure

Odisha Apparel &
Technical Textiles Folicy,

2022

Investor attraction
initiatives include
incentives like Gapital
Investment Subsidy,
Emplayment Cost
Subsidy, and Market
Cevelopment Initiative

/r
—

To map, develop and
augment logistics facilities
across the state, improve
efficiency of supply chain,
decarbonise logistics
sector

Qdisha IT
Policy, 2022

(& ]

To ensure the acquisition
of a higher degree of
employability skills for its
people, provide a strong
foundation to Start-ups,
Investors and Ideates to
promote innovation &
entrepreneurship in the
state

Py

To take Odisha to the
league of top-five
exporting states in the
country, achieve an
exporttarget of ¥ .35
lakh crore by 2026-27

Odisha Tourism
Policy, 2022

)

SN
To promote sustsinable
and responsible tourism
and aceelersted
development of the

tourism znd hospitality
sector

ODISHA STATE FINANCIAL CORPORATION
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MSME SCHEMES

> Implementation Modalities of the
new “PM VISHWAKARMA” scheme.

> PM FME Scheme - PM
Formalization of Micro Food
Processing Enterprises Scheme.

> PM  EGP - Prime Minister
Employment Generation
Programme.

> ECLGS - Emergency Credit Linked
Guarantee Scheme.

> MSE-CDP

> CLCSS for Technology Up-Gradation.

> Credit Guarantee Scheme.

> I1SO 9000/ISO 14001 Certification
Reimbursement Scheme.

> Chief Ministers’ Scheme for

Reimbursement of interest to MSMEs
(CM-SRIM)

OSFC: PRESENT STATUS

OSFC, established in the year 1956, has
played a pivotal role in extending credit support
and financial services to first generation
entrepreneurs to set up MSMEs in the State and
thereby ushering an era of industrialization in the
State. It has completed more than six decades of
dedicated service in financing MSMEs and has
contributed to the process of economic
development of the State in terms of value
addition, employment generation, development
of industries, dispersal of credit,
entrepreneurship skill development and export
earnings.

In the absence of fresh lending activity for

last seventeen years and due to non availability
of any funding support for business either from
State Government or SIDBI, OSFC could not fulfil
its mandate. As a result of which, although there
is a reduction of NPAs in absolute term, but
percent wise it went up on year to year basis due
to non-creation of any standard assets through
fresh lending. In the process all the loan portfolio
has become NPA. In such a situation, recovery of
dues has become gradually difficult since
comparatively litigated and chronic
contaminated cases have remained to be
resolved.

OSFC is having 8171nos.of loan
accounts. The detail analysis as on 31.03.2023 is
as under:-

Principal Outstanding Nos Amount (" in crore)
Upto . 0.25 lakh 3607 2.33

%.0.25 lakh to 1 lakh 1624 9.17

Z.1 lakh to 10 lakh 2450 69.62
Above . 10 lakhs 490 165.86
Total:- 8171 246.98

Out of the above loan portfolios, the loan
accounts having principal outstanding up to
%.0.25 lakh consisting of 3607 nos.of accounts
with principal outstanding of %.2.33 crore has
been decided for waiver with effect from
01.04.2023. The shareholders of the Corporation
have also resolved to approve the proposal of the
Board considering the age of the loan, remote
chance of recovery and non-availability of
adequate security to enforce.

At present, OSFC is mainly concentrating
on recovery of its dues from the existing loan
portfolio. One Time Settlement Scheme is in
operation to salvage the old loan portfolios so as
to improve its liquidity base. Moreover, the
Corporation is focusing on disposal of seized
assets taken over u/s-29 of SFC's Act, 1951 to
reduce the inventory of the Corporation.

Continuous monitoring of Court cases is going on
toimprove its recovery base.

SANCTION & DISBURSEMENT

In view of constraint of funds, the
Corporation could neither sanction nor disburse
any loan during the year 2022-23. The
cumulative sanction and disbursement as on
31.03.2023 stood at ¥1317.60 Cr. and ¥1309.90
Crrespectively.

Corporation is focusing its operation
mainly on recovery and has given prime
importance to achieve the twin objectives of
reduction of NPA as well as improving liquidity for
resource mobilization. Keeping an eye on the
above, the Corporation has resorted to
appropriate follow up & monitoring at the level of
Branch/ Head Office for maximizing recovery.

1081
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Corporation has adhered to its relentless effort
for collection of dues from borrowers so as to
reduce NPA accounts.

During FY 2022-23, the Corporation
could recover %22.65 Crore only. The main
hurdles in accelerating recovery are attributed to
the followings:

e The entire loan portfolio has become
NPA.

e Non-creation of new loan portfolios.

¢ Inordinate delays in vacation of restrain
order from various courts.

¢ Difficulty in disposal of seized assets for
want of prospective buyers.

e Major portion of loan portfolios are not
backed by marketable security.

e Operational difficulties to enforce third
party collateral security in view of Apex
Courtdirection.

e Lack of showing interest by the borrowers
to settle their dues under OTS-11 Policy.

e Change of status of the mortgaged
property during consolidation/ settlement
operation and vesting of leasehold land to
Government khata and also allied
reasons.

Since the Corporation is suffering from
cent percent NPAs in its loan portfolio, with a view
to salvage such NPAs, the current Recovery Mix
is more in favour of action under Section-29 and
One Time Settlement (OTS), although the other
tools of NPA management are being resorted to
as per necessity. During the year, 11 loan
accounts have been settled under OTS at total

settlement amount of %1.69 crore against
outstanding of ¥8.79 crore including delay period
interest.

POSITION OF SEIZURE & SALE

During FY 2022-23, the Corporation has
taken over 02 nos.of units u/s 29 of SFC Act
1951. During the year, 02 no.of e-auction was
held for sale of seized asset. The Corporation
has sold 09 nos.of seized units/assets at a total
consideration of 2.20.80 crore. The Corporation
could also released 05 nos.of seized units to the
original borrowers on liquidation of loan under
OTS-11 Scheme. As such, the Corporation is
having 108 nos. of seized and unsold units
involving an outstanding 314.45 Crore as on
31.03.2023. Moreover, there are also 581 cases
filed u/s.31 of SFCs Act involving an amount of
%.455.05 crore.

COURT CASES

Although the Suit Section of the Legal
Department of the Corporationis in place to focus
on the litigated account, a sizeable amount
continued to remain logged up due to fresh
incidence of Legal tangle and non-disposal of old
cases.

The Corporation usually resorts to
recovery measures U/s 31 of SFCs Act after
exhausting action U/s 29 for realisation of
balance loan outstanding or where for some
reasons or the other, it is not possible to take
action U/s 29. The status of cases filed U/s 29 &
related and U/s 31 as on 31.03.2023 is given in
table below.

(¥ in Crore)
No of cases & amount involved

Particulars Section 29 Section 31

No. Amount No. Amount
Pending at the beginning of the year. 120 16.14 581 455.05
Filed during the F.Y 2022-23. 2 0.74 - -
Disposed of during the F.Y 2022-23 14 2.43 - -
Pending for disposal at the end of year. 108 14.45 581 455.05

PROFITABILITY
Net profit/loss

The Corporation has been posted with a
profit of ¥18.48 crore during this fiscal as against
profit of ¥6.94 crore during the previous year.

Net worth

313.24 Cr.
341.23 Cr.ason 31.03.2022.

The Net-worth of the Corporation stood at
as on 31.03.2023 as against (-)

Capital Adequacy Ratio

ODISHA STATE FINANCIAL CORPORATION
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