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DIRECTORS REPORT 
The Members, 
 

Your Directors are pleased to present the Fourth Annual Report of your Company together with the Audited 
Statement of Accounts and the Auditors’ Report of your Company for the financial year ending 31st March 
2013. The summarized financial results for the year ended 31st March 2013 are as under. 
Financial Highlights      Amount in Rs. 

Year Ended 31st March  2013 2012 

Operating Income 5,48,09,461 3,48,50,174 

Other Income 32,55,213 19,34,290 

Total Income 5,80,64,674 3,67,84,464 

Less Expenditure   

Finance Cost 1,73,66,199 35,42,808 

Personnel Cost 2,05,45,205 1,43,47,034 

Administrative Cost 1,15,60,297 81,07,255 

Depreciation 12,83,062 10,57,848 

Profit/(Loss) Before Tax 73,09,911 97,29,519 

Less Income Tax 23,09,986 27,39,000 

Less Deferred Tax (1,30,090) 19,135 

Profit/(Loss) After Tax 51,30,015 69,71,384 

 The Company’s Total Income for the year ended 31st March 2013 has increased to Rs. 5.80 Crores 

from Rs. 3.67 Crores in the previous year. 

 The Company has had a profitable year of operations and returned a profit after tax of Rs. 51.3 lakhs.  

Operational Highlights 

Year Ended 31st March 2013 2012 

Number of Branches 24 14 

Number of Borrowers 28,062 18,268 

Number of Employees 156 100 

Portfolio Outstanding (in Rs. Crores) 31.80 16.82 
 

During the year, the Company delivered a Profit After Tax(PAT) of Rs. 51.3 lakhs, lower than the 2011-12 PAT 
of 69.7 lakhs, but higher than the projection of Rs. 34 lakhs made at the beginning of the year. The lower PAT 
was on account of three main reasons.  First, during the year the Company added Branches and built its 
manpower structure, in preparation of growth in the current year and next year, but did not reap the benefits 
in terms of income in current year.  Second, was high cost of funds during the first half of 2012-13. Third, was 
slow growth in portfolio in the first three quarters and only faster growth in the last quarter of the year due 
to availability of funds only towards the end of the year. The overall portfolio of the company grew by 87% to 
31.80 crores during the year. The portfolio quality has been good with good repayment rate during the year 
and overall portfolio at risk of less than 0.1% of overall portfolio. 
 
Deposits 
As on 31st March 2013 the Company does not have any public deposits. 
 
Dividends 
The Company has not made any provision for payment of dividend for the year under consideration. 
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Code of Conduct, Transparency & Client Protection 
The Company has fully implemented the Reserve Bank of India’s Fair Practice Code and adopted the 
Microfinance Institutions Network’s (MFIN) Code of Conduct. 
 
Personnel 
Information required to be furnished u/s 217 (2A) of the Companies Act, 1956 read with the Companies 
(Particulars of Employees) rules 1975 is not applicable as there are no employees drawing remuneration 
beyond the amounts prescribed under this section. 
 

Energy, Technology & Foreign Exchange 
Since the Company does not own any manufacturing facility, the other particulars prescribed under section 
217 (1) (c) read with the Companies (Disclosure of Particulars in the Report of Board of Directors) Rules, 1988 
are NIL. 
 
The Foreign Exchange Inflow for the Company during the year was NIL.  
 
The Foreign Exchange outflow during the year towards revenue expenses was NIL. 
 

Directors Responsibility Statement 
Pursuant to the requirement under Section 217(2AA) of the Companies Act, 1956, Board of Directors confirm 
that: 

1. In the preparation of the annual accounts, the applicable accounting standards have been followed.  

2. The Directors have selected such accounting policies and applied them consistently and made 
judgments and estimates that are reasonable and prudent so as to give a true and fair view of the 
state of affairs of the Company at the end of the financial year and of the profit or loss of the 
Company for that period. 

3. The Directors have taken proper and sufficient care for the maintenance of adequate accounting 
records in accordance with the provisions of the Act for safeguarding the assets of the Company and 
for preventing and detecting fraud and other irregularities. 

4. The Directors have prepared the annual accounts of the Company on a ‘going concern’ basis. 

Statutory Auditors 
M/s. Ramesh Ashwin & Karanth, Chartered Accountants, Bangalore retire as Auditors of the Company at the 
forthcoming AGM and have expressed their willingness to continue as Auditors, if re-appointed. The 
shareholders will be required to appoint the Auditors and fix their remuneration. 
 

Acknowledgment 
Your Directors take this opportunity to offer their sincere thanks to Bankers, Investors and Independent 
Directors for their unstinted support and assistance received from them during the year. The Directors would 
also like to place on record their appreciation of the dedicated efforts put in by the employees of the 
Company. 

By order of the Board 
Bangalore, 10.05.2013 

Sd/-    Sd/- 
Samit S. Shetty  Anand Rao 
Director  Managing Director 



 

 

  

 

6 

MANAGEMENT DISCUSSION AND ANALYSIS 

Industry Environment  

The industry has seen its way out of what was a near death experience. After having shrunk in the year 2011-
12, the overall industry is climbing back towards its pre crisis size in terms of assets under management and 
has seen a growth of 23% in the this fiscal.  The Pan India Portfolio of NBFC-MFIs is above Rs. 21,200 Crores, 
(212Bn) and in Karnataka the state where we operate the overall NBFC-MFI portfolio is above Rs 2000 Crores 
(20BN).  The emphasis for the last year (2011-12) for most players was to improve operational efficiencies 
and return to profitability.  Availability of sufficient liquidity in the form of both debt and equity changed the 
emphasis from consolidation towards growth in the second half of this year 2012-13.  
In this last phase of consolidation of the industry that lasted two and a half years there have been numerous 
gains. 

The Important Gains of the Sector Over The Last Two Years 

1. Improvement in Credit Information Sharing:  Evolution of a well used credit bureau and sharing of 
information amongst players (100MFIs at last count) has brought in significant control over multiple 
borrowing from customers.  Though not fully reliable due to non implementation by some NGO MFIs and 
incomplete implementation by some small MFIs, it is quite common to see customers themselves self 
restricting their borrowing from not more than two MFIs.    The future challenge is more in preventing 
customer’s and loan officer’s collaborating to create multiple identities and incorrect data and much 
lesser towards accessing the information.   

2. Communication and Engagement with Public Stakeholders:  Improved communication strategy of the 
industry with key stake holders including the media, bureaucracy and politicians has helped the industry 
handle a few stressful situations that arose in the past year and has given the industry a blue print which 
it can use to handle crises that may come about in future.    

3. Increase in Regulatory Involvement and Interest in the Sector:  The hope of the sector to see the 
Microfinance Bill through Parliament in this financial year was belied but there has been positive 
engagement of the sector with representatives from the political class and the Government. Further, the 
intervention of the RBI in fine tuning guidelines for the industry and in providing continued support has 
been the principal factor behind the renewal of the sector from the serious blow dealt by the Andhra 
Pradesh government’s Microfinance Law. 

4. Moderation in Growth and Return Expectations of Both Promoters and Investors:  The stratospheric 
growth prior to the crisis had created unjustified valuations for assets in the sector and an expectation of 
rapid profitable growth.  With various measures taken by the regulator, the return expectations have 
been quite unambiguously defined.  The growth expectations in the sector is likely to be muted as all 
companies in the sector have to abide by  norms of controlling multiple lending and overall lending norms 
set by the regulator.  This means that though there is growth available, it needs industry players to go 
deeply rural or move to difficult geographies all of which have lead to moderation in growth expectations.   

5. Reduced Interest in Entry of New Players and/or Established Players from the Financial Sector: The 
Microfinance sector was earlier dominated by NGOs until SKS and some of the other early starters 
demonstrated the commercial scalability and simplicity of the model. This combined with support from 
the private banking system drove the growth of the Microfinance industry and it attracted a host of new 
entrepreneurs.   At the peak of its success in 2010 after the SKS IPO, Microfinance was a profitable 
business with low entry barriers and seemingly great growth prospects. The entry barriers have since 
been reset with substantially high capital requirement reducing the possibility of new entrants. Also the 
regulatory guidelines on pricing and business scope have reduced the growth and profitability prospects 
reducing the chance of entry of new entities into the sector.   From the perspective of innovation and 
improvement in the sector, this would count as a step backward but is a significant boost for the 
incumbent players to establish and consolidate their position in the next 3 years.  
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6. Understanding of the Unique Position of the Microfinance Industry Amongst Most of the 
Financial Service Players: The narrow scope defined for the sector is one of the negative impacts of the 
new regulatory environment, but it has also helped sharply define the role of the sector.  The sector is 
seen as an effective low cost intermediary to reach customers below the poverty line and engage with 
these customers in reasonably complex transactions.  This unique position of the Microfinance industry is 
likely to stand it good stead is it fully integrates into the financial sector and give it other opportunities to 
commercially engage with customers.  

7. A Defining and Influential Role Carved Out for the Industry Self Regulatory Organisations:  
MFIN(Microfinance Institution Network) and Sa-Dhan, the industry’s two Self Regulatory 
Organisations(SRO),  have played stellar roles in presenting the view points of the sector to the regulator 
and the world at large. The success of MFIN in engaging the regulator and softening / delaying some of 
the norms has created a great legitimacy for the SRO.  The SRO is now in a good position to ensure 
compliance of even the larger players and hence is well positioned and capable to represent the interests 
and concerns of the sector at all forums.   

8. Importance of Corporate Governance: Since the crisis, corporate governance among players has come 
to the forefront. MFIs, with high levels of corporate governance have been rewarded with easier bank 
funding as well as equity from committed investors resulting in all serious players needing to focus on 
improving their corporate governance practices. 

The Major Headwinds Faced by the Sector are Listed Below 

1. Delays in passing of Microfinance Institutions Bill:  The importance of a central bill covering the 
Microfinance activity is firstly in giving protection against interventionist and adverse state government 
regulation.  More importantly it is the path of acceptance for Microfinance companies to become integral 
to the financial architecture in India and being able to deliver multiple products and services to their 
customer segment.  Delays in the passing of this bill beyond the tenure of this government would 
effectively reopen the uncertainty surrounding the industry’s future.   

2. Continuing Instances of Governments to Waive Loans and Subsidize Credit:  There have been 
increasing instances of state governments waiving farmer’s loans taken from cooperatives and banks.  
Increasing occurrence of such instances reduces the value of loan performance that Microfinance has 
instilled in low income customers.   Though such practices are also leading banks to withhold lending to 
the farming sector, on the whole unhealthy lending environment created by loan waivers and political 
interference is a threat to the industry.  

3. Over Reliance on Bank Funding:  The continuation of bank funding being the principal source of 
financing to the sector could hurt the sector as banks and Microfinance firms could be potential 
competitors to the same income stream.  While the current situation in India is of grossly under 
represented banking sector, entry of new banks and rapid growth of existing banks could potentially bring 
the two sectors into conflict. 

4.  Impasse Over the AP Crisis: With the AP High court refusing to annul the state government’s 
Microfinance Law,  and the Supreme Court giving only temporary relief, AP MFIs have not been able to 
resume operations normally further putting the 6000 crores of bank loans given to them before the crisis 
at risk. Banks had been allowed a temporary period by RBI to classify AP MFI loans in default as standard 
assets. It is unlikely that this can continue, which would mean write off of such loans by banks and a 
setback to the sector. 

Summary of Last Year’s Performance 

In the year 2012-13 CIFCPL made substantial strategic gains with very moderate financial results.  It was a 
year where majority of our income and portfolio was generated outside our first region of Jagalur, 
demonstrating our ability to scale the business outside the area of commencement.  We made progress 
towards our strategy of delivering other financial service offerings beyond JLG lending.  We ran successful 
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pilots of gold loans, two wheeler loans and livestock insurance in areas where we have established 
operations.   It was also a year when we were able to borrow sufficiently from the banking system, and closed 
with year at debt close to 2 times equity.   The past year has hence been a year of substantial strategic gains.  

Business Growth in 2012-13 

The support of the regulator and the resilience of the sector in the preceding year led to restoration of 
lender’s confidence in the sector and also return of equity investors.  Chaitanya also was a beneficiary of 
lenders taking exposure to the sector, however a large part of our borrowings became available only in the 
last quarter of the year.  For the first time in over a year and half, in the last quarter of the fiscal year we 
tested our capacity for growth and the demand for Microfinance loans in our areas of operation as ample 
funds where available.  In the last quarter of the year we grew the portfolio by more than 50% over the Dec 
2012 portfolio and grew more than 60% over the March 2012 Portfolio.  In comparison the portfolio grew by 
around 26% in the first 3 quarters over its base in March 2012.  The structure and the network required to 
drive the growth had been built for more than 8-9 months, while the rewards of the portfolio growth were 
not adequately reaped in the current year.  Hence the income growth has been a moderate 57% and this 
incremental income growth has been much lower in proportion to the portfolio growth.  The income benefits 
of the portfolio growth in 2012-13 hence should be accrued to us in the coming year.   

Operating Cost Improvement 

The incremental portfolio growth of the year has come at an incremental operational cost of 6.6% of the 
incremental portfolio indicating the improved economies of scale for the company. (i.e in the last year for 
every Rs 1 crore of portfolio increase we have increased annual overheads by Rs 6.6 lakhs).  We currently 
have a cost of operations of 13.58% on our average portfolio for the year (numerical average of month end 
portfolios) down from the 17.7% we had in the last year.  The 12 month moving average of monthly operating 
cost ratio (OCR) has reduced from 19.2% in 2011-12 to 15.4% in March 2013.  Also the monthly operation 
cost for March was below 12% while the average for last quarter of the year was 13.4%.    While the 
minimum scale of operations in microfinance to ensure adequate return to shareholders is in the order of Rs. 
100 crores.  The drop in the month on month OCR number below 12% is the first critical milestone for us in 
achieving scale benefits and achieving financial sustainability. 

Risk Management in 2012-13 

The year ended with a portfolio at risk (PAR >0 days) of Rs 1.22 lakhs which is less than 0.1% of our portfolio.  
A total of Rs. 48,659/- was written off and provision against loan losses of Rs. 60,412/- was made for Non 
Performing Loans, making the total losses on account of non repayment equal to Rs. 109,071/- which again is 
less than 0.1% of our portfolio.  The total repayment rate for the last year thus has been in excess of 99.9%.  
Accompanying the increase in portfolio by 87%, there has been a reduction in the absolute loan losses and 
write offs from above Rs 3 lakhs of last year to around Rs. 1 lakh in the current year.  Our Internal control 
mechanisms of classifying centres in normal, problem and risky centres and ensuring sharp focus on 
improving these problem and risky centres before they become overdue has been the key factor in 
maintaining a high repayment rate.  In the current year we have also developed suitable software and 
operational mechanism to start the process of risk rating of centres and customers and in the coming fiscal 
we should use it to support decision making on customer selection, and size of loans for different customers.   

Outreach and End Use of Lending 

In the last three and half years as a NBFC, Chaitanya has focused on the Grameen Bank Joint Liability Group 
model for its growth.  Chaitanya has disbursed to over 50,000 customers in 8 districts of Karnataka and 
currently has 29,000 active customers.   The Main Purpose for which microcredit loans have been taken by 
Chaitanya’s borrowers as of 31 March 2013 is given below 
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Live Stock Investments 31.20% 
Agriculture Related 19.10% 

House Repair / Construction 10.80% 
Working Capital in Small Businesses 7.70% 
Working Capital for Small Shops 7.30% 
Repairs and Investment in Business 3.90% 
Investments in Masonry Items and 
Carpentry 3.30% 
Vehicle / Auto Purchase, Maintenance 3.20% 
Working Capital for Hotels / Food Vending 2.90% 
Consumption and Household Purchases 2.90% 
Repayment of Old Loans and Education 1.90% 

Others 5.80% 

 
While Agriculture and live stock investments are the principal end uses for our outstanding portfolio just 
above 50%, the increase in allocation for housing related and construction related activities has been 
substantial over the years.  The increase in borrowings for housing is linked to the ASHRAYA subsidy scheme 
provided by the government for rural housing with the Microfinance loans topping up the government 
subsidy, it also is a reflector of increasing aspirations and income levels as a large number of our customers 
are moving from the earlier houses to better quality houses.  The rest of the end use is related to myriad of 
different businesses that flourish in the rural areas.  
Over the years while we have grown, we have seen that a significant number of our customers opt out of our 
lending.  There are number of reasons for the same starting from a genuine non requirement of a loan.  We 
have had a drop our rate of above 35% and this is an area where we need to improve in the current year. 

Human Resources 

The total manpower strength of the company has gone up from a 100 to 156 by the end of year.  It has been 
a mixed year from a human resource perspective.  Our search for senior managers in both function and 
operational area has not been successful. However, we have had great success in retention in the middle 
management and lower management levels.   We now  have 24 branch managers (entry level managers) and 
9 middle management managers, most of them who have been with us for a considerable length of time 
creating a robust base of employees which should help us as we emphasize on growth this year.   

Audit and IT Systems 

In the last year there has been considerable refinement done to our audit processes and systems.  The 
internal audit department now has 4 auditors and the company hires an outside Chartered Accountant for 
periodic accounting and documentation check.  The reporting and follow up procedures on audit findings has 
got streamlined leading to informed corrective and preventive action.    
 
Our transaction system has always been very stable and has been well implemented in our operations.  The 
transactional reporting system is now fully automated with most regular reporting being auto e-mailed to 
different levels of management.  In this year we directed our IT system improvement efforts towards credit 
analysis and customer related information capturing.  We implemented a risk management system that aids 
us in collateral management, attendance and loan utilization tracking, household Income and Expense 
capture, centre wise risk assessment.  While the software implementation is complete we hope to start using 
the risk management system in operational decision making in the year 2013-14. 
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SWOT Analysis of Chaitanya 

Strengths of Chaitanya 

1.  Strong process oriented business development methodology that is well suited for rural areas and has 
helped us to achieve penetration and reach to customers currently not serviced by formal financial 
institutions in our region of operation.  This success in reaching un served customers in Karnataka 
which is traditionally looked upon as a high penetration zone for Microfinance strengthens our belief 
that there is a long way to go in rural Micro finance penetration. 

2. Reliability in implementation of JLG process based credit risk management by adhering to sound JLG 
principles have led to good control of credit risk. 

3. A robust and reliable low cost IT architecture with flexibility to develop improvements and 
enhancements around the robust core. 

4. Stabilized management processes for audit, performance assessment, training and risk mitigation. 
5. Good credibility as a financial services company in our operational area and very good quality of rural 

penetration. 

Weakness of Chaitanya 

1. Poor leadership processes both for recruitment and training of new leaders. 
2. Modest size of the company and corresponding higher operations cost ratios which will take another 

1-2 years to improve. 
3. Limited experience and exposure of senior management to financial services before starting 

Chaitanya.  This increases the time in operationalising the strategy to increase the scope of the 
product and service delivery.   

4. Focus on one particular geography and limited to North and Central Karnataka. 

Opportunities for Chaitanya 

1. Chaitanya is currently a small, flexible, geographically focused and tightly managed entity.  This allows 
Chaitanya to adapt well to changes in the sector.  In a scenario where the scope of services and 
products that it can offer could open up, Chaitanya would be a player that would be well placed to 
benefit from this opening up. 

2. Increasing rural incomes and increasing investments in commercial activities like diary, vegetable and 
fruit cultivation in the rural side has given Chaitanya more avenues to deploy credit and also gives it 
the comfort that customers are able to viably deploy loans and ensure repayment of the same. 

3. There are very few Pan India rural focussed Microfinance companies.  Most Microfinance operators 
have started with a rural, semi rural geography driven focus and morphed into doing business with 
the urban and rural low income population in their chosen geographies.  Most of them are still 
predominantly regional.  The principal PAN INDIA players are more recent entrants and the big three 
among them are urban focussed Microfinance institutions.  Hence a truly pan India model for rural 
Microfinance is yet to be implemented and this is a space worth occupying as rural prosperity is set to 
improve. 

4. Microfinance institutions establish customer relationships but also build institutional credibility in 
their geography of operations.  Hence, there is an opportunity to enter into allied businesses like 
lending against gold, micro insurance services and even non finance businesses such as milk collection 
for diary etc. 

5. Even with more than a decade after the Microfinance commercialization movement large rural parts 
of the country do not still have adequate coverage of Microfinance institutions and this is by far the 
most easily reachable opportunity that is awaiting Chaitanya as it stabilizes in operations and man 
power structure in Karnataka. 



 

 

  

 

11 

Threats 

1. Threat of Irrelevance:  As the industry consolidates and scales up, Chaitanya faces the threat of losing 
out on key relationships with banks and other partners by being too small and too focussed.  There is 
a perception amongst bankers and equity investors that MFIs need to be large and geographically 
diverse.  Also from the point of view of bankers they would like to handle a limited number of 
Microfinance customers and ensure that they deeply understand their businesses dynamics.  It is 
quite conceivable that banks may be intent on strategic relationships with some of these MFIs.  
Additionally for tie ups for other financial services and products it is quite important that Chaitanya 
reach the right size and geographical spread to attain the right amount of visibility. 

2. Delay or Inability to Achieve Economies of Scale.  While we have seen various arguments in favour of 
economies of scale, our understanding consistently has been that because of the people intensive 
nature of Microfinance there are significant diseconomies of scale which are not being sufficiently 
talked about.  We think economies of scale truly help dilute the central control office costs but these 
economies of scale will have a marginal impact in our business once our portfolio crosses Rs. 100 
crores.   We have seen that a basic central office control structure and systems for Microfinance is in 
the whereabouts of Rs 1 crore per annum and hence think portfolio size in excess of Rs 100 crores in a 
reasonably contiguous geography would help any company obtain most of the economies of scale it is 
seeking.  Further from that better control and risk management smaller organisations should 
compensate for the marginal higher costs.  We currently operate under the assumption that most of 
the cost benefits will accrue to us in the next two year and the validity of this assumption is to be fully 
tested.  Further till we reach this size, we will have cost disadvantages compared to our larger sized 
contemporaries. 

3. Political factors in the areas of our operations and in other parts of India and weather factors in 
Karnataka could adversely affect the performance of our portfolio and continue to be the most 
important threats to our success. 

Critical Success Factors in Microfinance 

Based on our understanding of various factors that determine success in the Microfinance industry, we have 
distilled the following critical factors or areas that would differentiate between the successful organisations 
and the not so successful ones.  

1. Operational Efficiency – These refer to the organisation’s ability to have lower (lowest) full and 
marginal cost of delivering credit service to the customers. 

2. Operational Effectiveness – These relate to the quality of service and the diversity in scope of 
products delivered to the customers by the organisation.  

3. Risk Management – This relates to ability to assess, eliminate, measure and mitigate credit and other 
risks in the business at the multitudes of points were transactions are done and risk created for the 
company. 

4. Technology Adaptation - This relates to the ability of organisations to be smart with regards to 
adapting to technological changes that may significantly impact the sector.  

5. Leadership and Management strength to increase size and scope - These would determine 
institutional ability to be agile, responsive, flexible and grow simultaneously.  These relate to the 
ability of the institution to have capable management and leadership strength to manage the people 
related complexity that is inherent in the business of Microcredit and risk management that is 
fundamental to financial services business.  

In Chaitanya we believe that as a consequence of our geographical focus and lean HO structure we are better 
placed than other smaller MFIs with respect to operational efficiency.  However this efficiency would improve 
significantly in the coming years and we hope to reach an operating cost ratio of less than 8% in another two 
years time.  
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Owing to our structure of decentralised regions and conscious strategy of local differentiation in product and 
service delivery, we would be on par if not ahead of most of the current stream of MFIs in terms of product 
and service quality effectiveness by 2014.  The operational effectiveness would be a major aspect of 
Chaitanya’s ability to differentiate from other players in the next year. 
We hope to become the leader in risk management practices in the Microfinance industry and have already 
taken significant steps in that direction.  We currently believe that owing to the quality of field process 
administration and management, the risk management of Chaitanya is ahead of its competitors.  In the 
current fiscal we have developed a robust IT-Risk system that captures the key process related parameters 
and interfaces the same with customer related risk factors required.  A key objective for financial year 2013-
2014, would be to use feedback from our risk management system in processing all loans above Rs. 15,000.  If 
this is successfully put in place, we would use the right mix of information based decision making coupled 
with sound field level processes and judgment.  
We have demonstrated our ability to be able to meet the technology requirements in our business in a cost 
effective manner and without getting stuck with large investments and IT support structure, however is it is 
an area for us to keep our pulse on.    
Lastly, though we have good quality of regional and branch management team, our pursuit of a lean HO with 
an eye on HO structural costs have kept our leadership team limited.  Building senior management band 
width was one of the strategic deliverables which were not accomplished in the last financial year and this is 
the most important area to work on in coming year or two.  While this factor is not very critical in the next 
two years, it assumes greater importance as we endeavor to build our business.  

The Company’s Future Outlook 

Vision for Chaitanya to be Achieved by End of the Year 2015 

1. Chaitanya will be a robust midsized Financial Services Business with the Joint Lending Group 
(Grameen) based micro lending to low income customers at the core with a Portfolio size of over Rs. 
100 crore and average return on Equity above 15%. 

2. Chaitanya will generate at least 15% of its income from non JLG activities 
3. Chaitanya will be the industry leader in risk management procedures and processes demonstrated 

by its effectiveness in capturing, measuring risk and making credit decisions based on risk profile of 
customers.  

  

Strategic Goals for Chaitanya for The Year 2013-14  

Focus Area for 2013-14 

The strategic mandate of 2011-12 was to build risk management process and culture, the strategic business 
mandate in 2012-13 was to expand the scope of product and services.  The principal strategic mandate of the 
year 2013-14 is to ensure return of assets of above 2% with business profitability driven by efficient fund 
utilization and operations control. 

Geographical Expansion 

Chaitanya will continue to be geographically focused on Karnataka for one more year, to reap the benefits 
both in cost and effectiveness.  However in the current year, Chaitanya will finalize its geographical expansion 
plan and start its preparation to expand out of the state of Karnataka.  In the current geography, the 
company will identify and commence JLG operations in 2 new regions and achieve minimum size of 
operations in these regions.  In these two new regions a minimum of one large branch and one small branch 
would be setup with a portfolio of more than 5 crores planned from the new regions.   
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Increase Size and Scope of Current Regions: The key elements of Strategy in existing regions of Jagalur, 

Holalkere, Belgaum and Koppal 

 Ensure above 85% of villages within 25 Kms. of radius of current branches (23) is penetrated 

 Use mobile technology to systemize and improve the control and planning of business development 
process 

 Ensure that the Operating cost of the four older regions is jointly less than 6.5% of portfolio 

 Begin implementing gold backed lending and vehicle loan finance in existing regions. 

 Focus on Robust Risk Management using information based analysis for larger loan sizes 

 Introduce Live Stock Insurance in all regions 

 Improve Customer drop-out rate  by 5% in all branches 

Other Strategic Deliverables for the Fiscal Year 2013- 2014 

 Grow the portfolio to  55 crores including securitized assets 

 Build pipeline of bank loans to the tune of 50 crores in preparation of growth targets for 2014-15 and 
avail disbursement of more than 35 crores in 2013-14 

 Keep repayment rates above 99.5% 

 Use robust risk classification process and centre assessment process to offer differentiated products and 
loan sizes to different classes of customers and types of centres.  

 Build a portfolio higher than Rs.10 crores in existing regions and Rs 5 crores in new regions 

 Add new variants to non collateralised loans in the form of men’s groups, mixed group loans, working 
capital loans, live stock loans etc in established regions.  

 Explore and study opportunities for one non financial business which has distribution synergies with 
microfinance 

 Prepare and take all strategic steps to start operations in the new geography in another part of the 
country 

 
















































