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Karnatakrstatr: Cotateral security Guarantee tr und schcme forMiicro_Sm all. and Meriiurn Enterprises.

. INTRODUCTION

I' the Budget of 2017-18the follor,vi'g is announced on the above subiect:-
d,Considering 

the difficult
to banks and KSFC w ateral securit5r' establishing a corpus fun a scheme for
for furnishing collateral s ee Fund Trust

The Central Government is operating the Credit Guara, , f,or rnicro and small e\- facilities extended bv
. Entelprises Sector for

Institutions) and (ii
institutions) by way
/ or third party gua

. agricultural activities are n. eligibte for cover under this

Karnataka State Financial corporation (KSFC) is not listguarantee cover under the Government of India CGTN{SE s{rff collateral security from the t*o*.., i' trre form of urban landeposit etc. The SC/ST Uo..o*"., are finding it difficult to. demanded by the KSFC. Ther"ior., it is decided to formulatesecurity covering the. loans from KISFC

mcial Corporation; the collateralsecuritlz is made compulsory'by r#c r;itn1 rolrffi 
"J"r*,., "f 

Loan:_ . ,

st.i
No

equrpments, borewel
wood based, chemica
lood base.d. industries etc.
For various munufa"tunng- u,rA ,rtt riindustrial units etc.

ffiil."-e.,t",n.u,t*_-
com ponents manufacturin g etc

2



- l. Title of the Scheme
a' The Scheme is called the Karnataka State collateral Security Guarantee f-und Scheme

fJ,*To; ,Hi',iljJio;;m 
Enterprises 

"ia;l;;d,r.d castes 
""Js"i,"i,led rribe rorb 

;T::3:ffi'l;#li:il::Ti,ff 
"j""1n'," 

be sarrctio,red bv KSFC witrr effect fronr

2. Definitions:

. For the purposes of this Scheme _

(i) "Collateral Se
t'e borrowerers mary security to be given by

i:iilil?; iiiJ :x'#;..T::jl[?:Tuil
(iD ..primary secr )

loan/working 
" ' the credit facility (terrn

which ttre 'iait 
r tlre.project dr business for(iii) ..Amount,of 

d
.account of the t amount outstanding in the
of considering t rrking capital ut on th, date .

' Classification"s' as dbfined under the Asset '(iv) 9a;'*::llU:
eligible borrow xirnum cover available per
recoverable amo guarantee amount or non

(v) ,"Eligibte borro is less.

Castes an. Sche Enterprises from Scheduled

li.,1iJ::::,, [nxl;";]il ?:iljj"Jif.*
L.iability partner estabiished under Limited

.' Act igSe . rated under'the Companies
under the indian :

e vsMgD Act, 2006,u,, l)
' establishrnent, b1 ness concein or any otier' :' '

goods or rendei anufactttre or production of
Enterprises" are Micro-Srnall and Mediunr

(vii) "Government" means Government of Karnataka represented by the Social welfareDepartment.
(viii) "Trust" means Karnataka c.ollateral Security Guarantee Fu'd.Trust for SC/ST foiMicro-sntall and M"di;;;erprises .rtuuririr"Jior administerirrg rhis Scheme.

3.Conditions of the Scheme

(i) Eligibility criteria: The SC/ST borrowers as defined. at (v) pre-par.a who are avairin_*tlre Ioan for ner'v Micro-Sinall una ru"al""r 
""i"rorr", fronr (sFC are erigibre for

s$:l"J:' 
SecLrrirv Guarantee cover (,,i:";'ii*r catrerr as c^rGQ u'der rhis

(ii) Ineligible Borrowers: Loans for real estate business rike layogf..fornqation/constructionof apartments/commercial complexes, retaii 
'i;;i 

,, ugrir(turar Activities are noteligible for CSGC. 'Y!e' r'au, 
. 

3
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(iii)

(iv)

(v)

(vD

The co'aterar guarantee cover wi, o" uur,r:,?1:,-fof a Rerioo of g years from the date
or guarantee or dare .l;:1ffi+llilh::"", 

is earrier or such period as may be
produce the Caste Ce

s/airectors Jft;;[1ffi::,f;];1ffi retent authorities to
al. 

-. -v."yu"! brrau De ,n SC/ST category

;talments 
."19: 

i, as per the policy of thelnoratorium period exr larantee shatl not be i
lhe KSFC may invo* tueition. ---' -- 'nvoked during the

with the Gov.rnm.nt l:_d"t this scheme by rodging the craim
3:1?ta, Category af " v:3t after the account;".".;$;]
recalling the toins. action against the p imary ;.;';;The CSGC
Tlre extent 

,"n"n-,"!,_O"rore 
disbursal of loan.

a. 
CSGC is limited to fixed percentaeefor the credit.faciliry r;fiffi;?;.ffT.:::J:il::
ubject to rimiting ,rr; 

".r"r'i";;;irr,r, of Rs.2.00

b. The KSFC shall communicate to the T
;i'::*fr -""T"'"',:';:3;;l[ll,J,"J.:.fJ'':,i::fr?::"Jr9"'3',iiH';:il#::

.(viD
(viii)

(j

l) Worti,ig--capiiai
and Where the
roans are only for
movable assets

commerciial

yShic{es, financing

zo y. o- 
"oliiiJ*i";"*-,---drequlrements TH.tema

offered by

nrachinery inleased premises
etc.,

2) ln att ottE.cafi
!!!..,!: of c. I I 

"1"."- r." r.ity-

cover by
for theCollateral secur

H



4.

:4:

The guarantee I'ee antl Annual Renewal Fee for CSGC isGovernment/Trust as under:-

5. Agreement to be executed by the KSFC

lo/Jof t time fee and anrual-renewar fee at 0.500/o ofamount
becorne ofcontinuation ofguarantee or till the account

s earlier.

The KSFC may recover the guarantee fee/annual re'ewal fee fronr theborrowerer.at its discretion or out-of its own funds.

I" ll'::1.", of non-payment of annuar renewal fee, GSGC shail not be avairabreto KSFCff1._,,fl '.::'"T^i'#i!:Hru,:i!':fi:,il1
fi-om time 

rates specified by the Government/frust

T'e guarantee fee and / or annual fee orrce paid by trre KSFC to JheGovernment/Trust is .on-refundabre 
"*c"piunaei- certain circurnstances Iike_

(i) Excess re,*rilttun."
(ii) Remittance made more than once against the same credit apprication- (iii) ' 

Guarantee fee & | or annual service fee not due(iv) Guarantee fee paid ih advance but appriiation rot approved forguarantee covet under the schenre, etc.
'(v) The GSGC wi'commence frorn the date of paynrent of.guaranteefee and shall run through.tlte agreed tenure of the loan, . , :

to be paid by KSFC to the

b.

d. -)

^)

be entitled to a guarantee in respect'of any etigibre credit facilityeligible borrowers unress it has eirtered i,.rto an agreernert with thesuc' form as may be required b r the Governrne'vrrust under this

6. Responsibilities of KSFC under the scheme:_

(i) lt shall'evaluate credit applications by Lrsing prudert banking nor.rrs and shall usetlteir btrsiness discretio'/ due diligence i" rEri"ti"sconrrnercially viable proposals' .nd condtrct the accotrnt(s) of{he 6orro*.rr ruiiir',r-or'or barrking pr.dence.

()

The KSFC slrall nor
granted by it to the
Governrnent/Trust in
Scherne.

(ii) It shall closely rnonitor tlre borrower account.

i,r)t

I

(
t'.,.--j
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moxitnun,
subject to

was in force at the time of

(iii)

(i
\.-t

(vii) It shall
recover rcise^the same diligence -in
the w ute UovenlmenUTrust in all
had be
refrain
invocati

. Gsvern
. dqvern

.: ': mayha

the KSF
a stipula
defaulte

. Governr ol'l lhe' Website of the

7. CLAIMS
Invocation of guarantee

(i) The KSFC may invoke the eu

!;:;:i,:"a!:{,,,^_};::f :::::,,:)';:::,::;;';;i'-';:i:,::;y,::l;:;;
a. The guarantee in respect of the credit facility whiclraccount becoming NpA_ Doubt tul 

"ntngo;,1
b. After the moraLorium the Kdisbursement of the Io

r"" in .".f""iJr:"r"ait iu ,:lji.:



d. The credit facility has been rec
initiated under due process of la
construed as initiation
under CSGC. KSFC is
SFCs Act or other re
guaranteed arnount as the case m' 
take.measure for full recovery of

(ii) ' The claim should be.preferred by the KSFC in such manrer and within such time asmay be specified by the Governm'ent/Trust in tl,i, b;;ul;.

(iv)

balance dr"res if anv
after conclusion of r
"d!0sj,9lKSFC shall
paid by the Covepaid by the Cove

;::H[i: ff.:: ;i'th ,f","J::: li]:
agreerTlent. terest as per



.t

(vi) T\re guarantee claim oru" o.:,:\oTit!.gd by the Head. office of the KSFG. The craimsreceived from the bracrres of KSFC 
"'rnoi i"-"n,*"in"o.

8' Subrogation of rights and recoveries on account of craims paid
(i) The KSFC shall furnish to tlre Governmenr/.F-,,_+ +r-^ r .

realisatio's and such or,r".,i"r^oi^t.TT:ltlT*tt'tlie details of its efforts f'orrecovery,
t i rn e K S F c *' r h ;i J il; 

{i"#:l"H1J:"1,i". i :ilfl :..r1 iil:fl il.:i,ffi *:borrower' on tts owrl behalf anl 
"" 

-u"i"ii 
of the cou"rn',.,"ntrrrust. TrreGovernrnenuTrust shall not exercise uny rru.ogiion rignts -d d;;;;responsib'ity

:fJi:.TE:'"o of dues incruding"k#;:;;$.ii,,.or" 
orassets, etc., shalr restwith

(ii) 
3ffiffiunt recoverea u''d .Jre to be paid to the Governmenvrrust shall be paid. a period ol Lo the Government/Trust *t"ui-n. u"paid beyond
payable to t which it was firs! lec "."J,'in,"r"rt shall be
Rate for th (SFC at the rate which
of 60 days. t remains outstanding 

" l?::ffi

MISCBLLANEOUS

9, Appropriation of amount receiverl from the KSFC

The amount received fiom the KSlg 
-slall 

be appropriated in the order in wrrjch the annuarfee' penal injllst and .ther 
"lt"rg"-r 

have failen'd'u".'if;" ann-uar fee and the penal interesthave fallerr due on the same J"t"li1." th" u#olriur,on'r,r",, be made first toiards annual..,, *:r::iJi';:::tilii":1".;t,?$interest and nnarv tovvards 
""v ;;';l;.g"1 puyuur. ;n .d,,

l0' Government/.Trust liabilifv to be ierminated in certain cases

C

(i)

(iD

. If the liabilities of a borrower to the KSFC on a..^,r;rr ^r^-_. 
:

; guaranteed uDder this .Scheme are.rra..f.-.]-rol- i::9'"'.of any eligible credit fa6ili;,:1*l:iiJll'"'J','il:"$ff ,i,.*Tiii.:.'r1"::;d;:1.''."#,"j;fr ::';J,[l':ff Jy,
ry orh;; ;;'-nqjj:il::l::;;liJl',":'i:"f '""ilnili::;i$::T:::ri*i#1""#;ff:TJffi'i"i

i:ff Xffi."'lJ:ffi i;],::^".,.* j j:1il;,,il##,,1T:,'J,l;ffi il::T,"#li:date of the sajd iransfer orurr;g,rrn.ni.



11. Returns and Inspections

(D The KSFC shall submit such
Government/Trust may requir.e
Scheme.

:8:

statements and furnish
in connection with any

such information as tlre
credit facility under this

(iii)

12. conditions imposetr unrrer the Scheme to be binding on the KSFC:

(lil

The KSFC shall also furnish to the Governmenurrust all such..documents, receipts,certificates and other writings as the latter may require and shall be deemed to haveaffirmed that the contents of such documents, ,"""ipr, certir,cut"s?ilffi;ff;:' 'are true, provided that no claim shall be rejected andno liability s6all attach to theKSFC or any cifficer thereof for anything doie in gooa ruitt . 
-- --- -'

The Government/Trust shall, insofar as it may be necessary for the purposes of trreSchele'.]ra1e the right to inspect or call for copies of the books of account and otherrecord.s (including any book of inshuction

(ii)

tl,)

(D Any guarantee given'by the Governmen rust sha'il be governed by the provisions ofthe Scherne as if the same had been written in the docurn&rt! evidencing suchguarantee.:

The KSFC shall as far as possible ensure tlrat the con-ditions of any contract relating toan account guaianteed under the Scheme arb not in c6nflict witn ilre provisions of the'scheme but.not withstandingany provision ini any ciher a"*-"rt or contract, theKSFC shall in relation to the Gonernrnent/Trust be poun{ly tnl conaitio". i;;;;;;under the'Schome. . . .:.i 
.

.,f\

'1,)13.' Modificitionsantl gxemptions:

(i) elf the right to modifi, cancel or replace the
obligations. arising out of, or accruing under a
up to the date on which such modificatiorr,

. effect, shall not be affected.

(ii) Notwi erein contained, the Government/Trust shall lrave a rightto alte tions of the Sclierre in regard to'an accou,rt in respect ofwhich n extended as on the date of such alteration.

(iii) In the event of
Governrnent/Trust
provisions of this
guarantee which is

force.



t

' :9:
14. Interpretatio4:

If any question arises i' regard to the interpretation of any of the provisions of the Scheme or ofeKjJilfJ;;ilHTiii'JH"' "nJn"lii;;ffi;;H"f,""tio,, therewith, the decision orthe

15. Supplementary and general Drov
in this Schem",-,I," c;;;;;;;;i; matter
issue such instiuctions 

". "r,rii*^,j m: I";
t' 

+ilTff','Hri.#:iili,T,tj::" order will be issued bv the Govenrnent for rermation of the

l7' Formation of the KScsGc scheme implementation committee, Ai present this Scheme is toffi'il:I,.,T:l:il,:,+;*f**,.",",,,i"";;;;;;;;ffi, reve, witir the rorr#ing rnembers

Sl.No

-;;------:-
Managing Directo., KSFC ---

Designation

Chairperson

2.

Member
3

Member
4.

{epber5.

Member
Secretary

. The

Karnatakd
Member Secretanr, of the.col.rrni;;;;:"i',;;"::":;:.HJ",lJTT"":,il '::1": 

acrion in co,,surtatio,r rvitri the
ion . of dclrernes. He also take::" 

n.:*^-^":,, the 
. .necessa', il;;ffi;:ll ;:":pertainingt"@ action to'rnaintain. the ."..;rAr-.rcl,

This Scheme is approved by FD vide note No.FD 573EX_3/201.' Dated: | 5-11-2011 .

with immediate effect.

t4,>
Under secre ment (t/C)

18. Release of Funds to meet the collateral

fi::ilil.:;ffi f;;j*:*ili:fi :r;:::T'y.",?",,II,,*".,fl ,"",,ffi :Iff ff ::,:::

This KSCSGC schenre will be implemented

rtment


