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DIRECTORS REPORT 
 
The Members, 
 
Your Directors are pleased to present the Seventh 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 2016. The 
summarized financial results for the year ended 31st March 2016 are as under. 
 
Financial Highlights  
                                       Amount in Rs.         Amount in Rs. 

Year Ended 31st March  2016 2015 

Operating Income   354,406,890 189,424,170 

Other Income   17,992,972 11,685,462 

Total Income   372,399,861 201,109,632 

Less Expenditure   

Finance Cost   193,896,454 103,696,905 

Personnel Cost   88,035,677 48,341,538 

Administrative Cost   51,929,030 30,045,221 

Depreciation   5,835,575 3,940,576 

Bad Debts   204,899 113,321 

Provision for Loan Assets as Per RBI Guidelines    9,807,228 4,217,197 

Profit/(Loss) Before Tax   22,690,998 10,754,873 

Less Income Tax   11,825,537 48,40,614 

Less Deferred Tax   (4,058,887) (24,24,339) 

Profit/(Loss) After Tax   14,924,348 8,338,958 

 

 The Company’s total income for the year ended 31st March 2016 has increased to Rs. 37.23 Crores from Rs. 
20.11 Crores in the previous year, an increase of 85 % for the year. 

 During the year, the Company delivered a Profit after Tax (PAT) of Rs.1.49 Crore, higher than last year’s PAT of 
Rs. 0.83 Crore, an increase of 79% for the year. 

Operational Highlights 
 

Year Ended 31st March 2016 2015 

Number of Branches 83 47 

Number of Active Borrowers 1,30,688 69,995 

Number of Employees 785 414 

Portfolio Outstanding (in Rs. Crores) 216.78 99.07 

 
Deposits 
As on 31st March 2016 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. 
 
Credit Rating 
ICRA has assigned the company a grading of M2 in October 2015. 
 
Capital Adequacy Ratio 
The capital adequacy of ratio was 18.20% as of 31st March 2016 as against the minimum capital adequacy requirements 
of 15% by RBI. 
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No. of Meetings Held: 
 
During Financial Year 2015-16, the Board of Directors met thirty-three (33) times on following Dates and Directors 
attendance is also shown below: 
 

Sl No. 
Date of Board 
Meeting 

No. of Directors 
Present Sl No. 

Date of Board 
Meeting 

No. of Directors 
Present 

1 09/04/2015 2 18 22/12/2015 3 

2 27/05/2015 2 19 28/12/2015 2 

3 10/06/2015 5 20 29/12/2015 2 

4 18/06/2015 3 21 18/01/2016 3 

5 24/06/2015 3 22 25/01/2016 3 

6 16/07/2015 3 23 01/02/2016 3 

7 28/07/2015 3 24 11/02/2016 3 

8 24/08/2015 3 25 15/02/2016 3 

9 09/09/2015 3 26 16/02/2016 3 

10 18/09/2015 5 27 24/02/2016 3 

11 22/09/2015 3 28 29/02/2016 3 

12 30/09/2015 3 29 03/03/2016 3 

13 06/11/2015 3 30 05/03/2016 6 

14 20/11/2015 3 31 10/03/2016 3 

15 30/11/2015 3 32 16/03/2016 6 

16 05/12/2015 6 33 28/03/2016 3 

17 11/12/2015 3  

 
 
 Details of Directors/KMP who have appointed or resigned during the year: 
 

1. Mr. Samit S Shetty was appointed as Managing director and Mr. Anand Rao was appointed as Joint Managing 
Director on 10th June 2015. 

2. Mr. Ramesh Sundaresan was appointed as Nominee Director by M/s. Chaitanya Rural Intermediation 
Development Services private limited (Holding Company) on 10th June 2015. 

3. Mr. Srinivasan C V was appointed as Chief Financial Officer on 5th March 2016. 

 

4.  
  
 
 
 
 

 
Meetings held: 
During the Financial year 2015-2016, the committee met five times and the meetings of the Committee were held   
On 4th June 2015, 18th September 2015, 5th December, 2015, 5th March 2016 and 14th March 2016. 
 
 
 
 
 

Audit Committee 

Committee Composition 

1. Mr. K S Ravi- Chairman 

2. Mr. Ane Narasimha  

3. Mr. Nandakumar 
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Terms of Reference: 
The Audit Committee shall act in accordance with the terms of reference specified in writing by the Board which shall 
inter alia, include 

i. Evaluation of internal financial controls and risk management systems;  
ii. The recommendation for appointment, remuneration and terms of appointment of auditors of the company; 

iii. Review and monitor the auditors independence and performance, and effectiveness of audit process; 
iv. Examination of the financial statement and the auditor’s report thereon; 
v. Approval or any subsequent modification of transactions of the company with related parties; 

vi. Scrutiny of inter-corporate loans and investments; 
vii. Valuation of undertakings or assets of the company, wherever it is necessary; 

 
 

 
 
 
  
 
 
 
 
 

 
Meetings Held: 
During the Financial year 2015-2016, the committee met two times and the meetings of the committee were held  
on 2nd June 2015 and 5th March 2016. 

 
Terms of Reference: 

i. To monitor and review the risk management plan; 
ii. To review operational risk, information technology risk and integrity risk; 

iii. To take strategic actions to mitigate the risk associated with the nature of the business; 
iv. To appraise the Board of Directors at regular intervals regarding the process of putting in place  

a progressive risk management system, risk management policy and strategy; 
v. To lay down procedure to inform Board members about the risk assessment and minimization  

procedures. 
 
  
 
 
 
 
 

 
 
 
Meetings Held: 
During the Financial year 2015-16, the committee met once and the meeting of the committee was held on 
 4th March 2016. 
 
Terms of reference: 

i. To formulate a criteria for determining qualifications, positive attributes and independence of a Director. 
ii. To ensure ‘fit and proper’ status of proposed/ existing Directors 

iii. To recommend to the Board the appointment and removal of Senior Management. 
iv. To carry out evaluation of Director’s performance and recommend to the Board appointment/ 

Risk Management Committee 

     Committee Composition 

1. Mr. R Nanda Kumar - Chairman 

2. Mr. Samit S Shetty 

3. Mr. Ane Narasimha 

4. Mr. Ramesh Sundaresan 

 

Nomination and Remuneration 

Committee 

        Committee composition 

1. Mr. Ramesh S- Chairman 

2. Mr. K S Ravi 

3. Mr. R Nanda Kumar 

4. Mr. Ane Narasimha 
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removal based on his / her performance. 
v. To recommend to the Board on policy relating to remuneration for Directors, Key Managerial  

Personnel and Senior Management. 
 
 
 
 

 
 
 
 
 
Pursuant to Section 179 of the Companies Act 2013, a Finance committee of Board of Directors is constituted to carry 
day to day operations. 
 

Powers delegated: 
1. Clause (d) to (f) of section 179 of The Companies Act 2013: 

(d) To borrow monies; 
(e) To invest the funds of the company; 
(f) To grant loans or give guarantees or provide security in respect of loans 

2. To authorize sell-out / buy out , assignment and securitisation transactions. 
3. To accept appointment / empanelment as BC (Business Correspondent), Micro Insurance agent 
4. To effect change In interest rates charged on loans given to our customers as and when required to comply 

with RBI margin cap compliance 
5. To avail all banking facilities such as, opening of accounts, online / net banking, CMS, Trade finance, ECS, 

closing of accounts and any other such products offered by banks, on behalf of the company and also 
authorized to sub- delegate the powers to any of the officers of the company. 

6. To appoint authorized signatories or remove signatories for operating the companies banking facilities 
(including online/ net banking)  

 
 
Names of Companies which have become or ceased to be its subsidiaries, Joint ventures or associate companies 
during the year    - NIL 
 
 
Material Changes and commitments, if any, affecting the financials: 
 

1. Details of Fraud noticed during the year: 
 
For the year ended 31st March 2016 
 

Category No of Instances Amount RS. 

Embezzlement of cash by 
Employee 

1 81,755 

 
 
NOTE: Out of the above an amount of Rs. 50,000 has been recovered by the company. 
 
 
 
 
 

Finance Committee 

        Committee composition 

1. Samit S Shetty 

2. Anand Rao 



 

5 
 

OTHER DISCLOSURES: 
 

1. ISSUE OF EQUITY SHARES THROUGH RIGHTS ISSUE 
 
M/s. Chaitanya India Fin Credit Private Limited issued 10,75,000 equity shares of Rs.10/- each in the capital 
of the Company be and is hereby allotted at Rs. 10/- each at premium of Rs.18, to below-mentioned allotee 
in physical form. 

 

Name of the 
Shareholder 

Address  No. of Shares Date of Allotment 

Chaitanya Rural 
intermediation 
Development Services 
Private limited 

312, 14-P, Sky Line 
Surabhi Apartments, 
Vidyapeeta Main, 
Kathriguppe, 
Bangalore - 560085 

10,75,000 
 

9th April 2015 

Total  10,75,000 
 

 

 
2. ISSUE OF NON CONVERTIBLE DEBENTURES THROUGH PRIVATE PLACEMENT 
 
M/s. Chaitanya India Fin Credit Private Limited has allotted of Rated Secured Listed Redeemable Non 
Convertible Debentures of Rs. 1,000,000/- each through private placement.  

 

Sl No. Investor's Name Investor's Address 
Number of 
debentures 

Face value 
(in Rs.) Total amount 

Date of 
allotment 

1 
Hinduja Leyland 
Finance Ltd. 

1 Sardar Patel road, 
Guindy, Chennai, 
Tamil Nadu- 600032 100 10,00,000 1000,00,000 24.06.2015 

2 

IFMR Fimpact Long 
Term Multi Asset 
Class Fund 

10th Floor, IIT Madras 
Research park, 
Chennai-600113 50 10,00,000 500,00,000 15.02.2016 

3 

IFMR Fimpact Long 
Term Multi Asset 
Class Fund 

10th Floor, IIT Madras 
Research park, 
Chennai-600113 50 10,00,000 500,00,000 16.02.2016 

 
 

3. ISSUE OF EMPOLYE STOCK OPTION SCHEME (ESOP) 
 
M/s. Chaitanya Rural Intermediation Development Services Private Limited has planned to grant Employee Stock 
Option (ESOP) through Trust route to the permanent employees including the employees of subsidiary company. The 
company has established EMPLOYEE STOCK OPTION PLAN (ESOP) for compensation to its employees, being Chaitanya 
ESOP Plan 2015.  The said scheme has been approved by the Board in the Board meeting held on 30th October 2015 and 
by the shareholders in the Extra Ordinary general meeting held on 25th November 2015. 
 
 

4. ALTERATION IN OBJECT CLAUSE OF MEMORANDUM OF ASSOCIATION 
 
It was proposed to extend the area of NBFC MFI activities and to act as Micro Insurance agent or Bank correspondent. 
Hence the object clause of the company was amended in the extra ordinary general Meeting held on 14th OCTOBER, 
2015. 
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I. Existing point  Object clause IIIA(2), be and here by is altered and read as follows: 

To act as facilitator/Bank Correspondent/Micro Insurance agent for provision of micro finance, micro credit, 
micro insurance, savings and other financial services by acting as intermediaries between Bank, Financial 
Institutions, Insurance companies, individuals, corporate bodies or other entities (whether incorporated or 
not), of one part, with the Self Help Groups (SHG)/Joint Liability Group(JLG), members of SHGs/JLGs, discrete 
individuals or small groups which are in the process of  forming SHGs/ JLGs and /or other micro-credit 
aspirants, and to assist, execute, provide consultancy services and promote and finance such programmes, 
either directly or through an independent agency and/or in any other manner. 
 

II. Existing point  Object clause IIIA(3), be and here by is altered and read as follows: 
To undertake, carry out, promote and sponsor social and economic development programs as well as for 
promotion of livelihoods of women’s and men’s Self Help Groups (SHG)/Joint Liability Group(JLG) and socially 
and economically disadvantaged, underserved groups, communities or individuals in urban and rural areas so 
as to empower them and to enhance their quality of life, extend their life choices, awareness, abilities, skills by 
facilitating poverty alleviation of woman and men, their families and communities through improved access to 
training and capacity building in productive activities; by promoting distribution and expanding outreach of 
socially relevant products. 
 
 

5. MATERIAL ORDERS 
 

There were no significant and material orders passed by the regulators or courts or tribunals impacting the going 
concern status and company’s operations. 
 
PARTICULARS OF CONTRACTS OR ARRANGEMENTS WITH RELATED PARTIES REFERRED TO IN SECTION 188(1) IN THE 
PRESCRIBED FORM BELOW; 
 
1. Details of contracts or arrangements or transactions not at arm’s length basis: 
There were no contracts or arrangements or transactions entered in to during the year ended March 31, 2016, which 
were not at arm’s length basis 
 
2. Details of contracts or arrangements or transactions at arm’s length basis: 
 

Name(s) of the related party and nature of relationship 
 
 
 

M/s. Chaitanya Rural Intermediation Development 
Services Private Limited ( Holding company) 
 
Mr. Samit S Shetty, Promoter and Director 
Mr. Anand Rao, Promoter and Director 
Mr. Ramesh Sundaresan- Nominee Director 

 Nature of contracts/arrangements/transactions Sell-out transaction -  2 wheeler portfolio 

Duration of the contracts / arrangements/transactions 21 months 

Salient terms of the contracts or arrangements or 
transactions including the value, if any: 

Rs. 2,10,68435 (Gross) at the rate of 16% P.A. payable 
monthly with a tenor of 21 months and at MRR of 5%. 

Date(s) of approval by the Board, if any: 16th March 2016 

Amount paid as advances, if any: Rs. 200,15,013 
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Risk Management 
 
Chaitanya India follows well-established and detailed risk assessment and minimization procedures, which are 
periodically reviewed by the Board.  
 
 The Risk Management Committee assists the Board in its oversight of the Company’s management of key risks, 
including strategic and operational risks, as well as the guidelines, policies and processes for monitoring and mitigating 
such risks under the aegis of the overall business risk management framework.   
 
Internal Financials Controls 
 
The Board has adopted the policies and procedures for ensuring the orderly and efficient conduct of its business, 
including adherence to the Company's policies, the safeguarding of its assets, the prevention and detection of frauds 
and errors, the accuracy and completeness of the accounting records, and the timely preparation of reliable financial 
disclosures 
 
Corporate Social Responsibility 
 
As per Section 135 of the Companies Act 2013, constitution of corporate social Responsibility committee is Not 
Applicable. 
However, in the year 2015-16, Company has conducted various programmes in the villages to update about various 
government schemes like PMJDY, PMJJY, PMJSBY, APY, SSM, LPG Subsidy etc and also the below  programmes were 
conducted: 
 
 

SL NO. Program Name Participants Remarks 

1 Financial Literacy program 419 In coordination with Jnana jyoti 
[Sponsored by Syndicate bank], 
Amulya [Sponsored by canara 
bank], KVG 

2 Skill Development Training Awareness 
Program 

431 In coordination with RUDSETI 
Dharwad & RSETI Halyal 

3 Livestock Awareness Video Show 1089 Shown newly created video 

4 Enterprise Development Program 14 Trainees Paper doll training for 6 days in 
Yelewal village, Tq:Kundgol, 
Dist: Belgaum( By Hand-In-
Hand India and OIKO Credit) 

5 Insurance Awareness Program 331 MICRO INSURANCE- LIC 
BHAGYALAXMI  

6 Training on LIC scheme 69 MICRO INSURANCE- LIC 
BHAGYALAXMI  

7 LIC Bhagyalaxmi Policies done 6 MICRO INSURANCE- LIC 
BHAGYALAXMI  
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PARTICULARS OF EMPLOYEES 
 
The table containing the names and other particulars of employees in accordance with the provisions of Section 
197(12) of the Companies Act, 2013, read with Rule 5(1) of the Companies (Appointment and Remuneration of 
Managerial Personnel) Rules, 2014, is appended as Annexure 1 . 
 
Rule 5(2) of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014(A statement 
containing the names of every employee employed throughout the financial year and in receipt of remuneration of 60 
lakh or more, or employed for part of the year and in receipt of 5 lakh or more a month ) is Not Applicable. 
 
POLICY ON DIRECTOR’S APPOINTMENT 
 
The current policy is to have appropriate mix of Executive and Independent Directors to maintain the independence of 
the Board. As on 31st March 2016, Board comprises of 6 (Six) Directors, including 2 (Two) Independent Directors 1(one) 
Managing Director, 1(one) Joint Managing Director, 1 (one) Non Executive Director and 1 (one) Investor Nominee 
Director. 
 
The policy of the Company on Director’s appointment and remuneration, including criteria for determining 
qualifications, positive attributes, independence of a Director and other matters provided under Sub-section (3) of 
Section 178 of the Companies Act, 2013, adopted by the Board, is appended as Annexure 2. 
 
BOARD EVALUATION 
 
The Companies Act, 2013 states that a formal annual evaluation needs to be made by the Board of its own performance 
and that of its committees and individual Directors. Schedule IV of the Companies Act, 2013 states that the 
performance evaluation of Independent Directors shall be done by the entire Board of Directors, excluding the Director 
being evaluated. The evaluation of all the Directors and the Board as a whole was conducted based on the criteria and 
framework adopted by the Board. The Independent Director in their Meeting held on 4th March 2016 evaluated the 
performance of the Executive Directors, Non executive Directors, Chairperson and the Board as a whole.  
 
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. 
 
 
CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION 
 
Since the Company does not own any manufacturing facility, the particulars relating to conservation of Energy and 
technology absorption in the above rules are not applicable. 
 
FOREIGN EXCHANGE EARNINGS AND OUTGO 
 
The Foreign Exchange Inflow for the Company during the year was NIL.  
 The Foreign Exchange expenses incurred during the year was Rs. 6, 51,405 towards web hosting charges. 
 
 
LOANS, GUARANTEES AND INVESTMENTS MADE BY THE COMPANY UNDER SECTION 186 
 
The company has not given any loan and guarantees. 
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RELATED PARTY DISCLOSURE UNDER SECTION 188(I) 
 

1. Transactions with related parties during the year: 
 
      Key Managerial Personnel 

Particulars March 31, 2016 March 31, 2015  

Remuneration (RS.) (RS.) 

Mr. Samit S Shetty 22,98,290 17,63,904 

Mr. Anand Rao 22,98,290 17,63,904 

Mr. Ane Narasimha - 1,44,800 

Mr. Srinivasan C V 3,21,034 - 

Ms. Dimple Shah 3,84,000 1,22,000 

 
Director Fees 

 

Particulars March 31,2015 March 31,2014 

Sitting Fees (Rs.) (Rs.) 

Mr. K S Ravi 75,000 30,000 

Mr. Nanda Kumar 75,000 30,000 

Mr. Ramesh S ( Nominee Director) 60,000 30,000 

Mr. Ane Narasimha 45,000 - 

 
Investment by Holding Company 
 

Particulars Name of the Company Amount (RS.) 

Share Application Money Received Chaitanya Rural Intermediation 
Development Services Private Ltd. ( 
Holding Company) 

- 

Equity Shares Allotted Chaitanya Rural Intermediation 
Development Services Private Ltd. ( 
Holding Company) 

107,50,000 

Securities Premium Received Chaitanya Rural Intermediation 
Development Services Private Ltd. ( 
Holding Company)  

193,50,000 

Sale of Loan Portfolio Chaitanya Rural Intermediation 
Development Services Private Ltd. ( 
Holding Company) 

200,15,013 

 
Declaration by Independent Directors 
 
The Company has received necessary declaration from each Independent Director under Section 149(7) of the 
Companies Act, 2013, that he/she meets the criteria of independence laid down in Section 149(6) of the Companies 
Act, 2013. 
 
Directors Responsibility Statement 
 
Pursuant to the requirement under Section 134 (5) of the Companies Act, 2013, Board of Directors confirms that: 
1. In the preparation of the annual accounts, the applicable accounting standards had been followed along with proper 
explanation relating to material departures; 
2.  The directors had 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 and loss of the company for that period; 
3.  The directors had taken proper and sufficient care for the maintenance of adequate accounting records in 
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accordance with the provisions of this Act for safeguarding the assets of the company and for preventing and detecting 
fraud and other irregularities; 
4.  The directors had prepared the annual accounts on a going concern basis; and  
5.  The directors had laid down internal financial controls to be followed by the company and that such internal 
financial controls are adequate and were operating effectively. 
6.  The directors had devised proper systems to ensure compliance with the provisions of all applicable laws and that 
such systems were adequate and operating effectively.  
 
 
AUDITORS: 
 
Statutory Auditors 
 
The company has appointed M/s. Ramesh Ashwin & Karanth, Chartered Accountants, Bangalore as Statutory auditors 
of the company for period of Five years from the conclusion of fifth Annual General Meeting (held on 7th August 2014) 
till conclusion of Tenth Annual General Meeting subject for ratification by members at every Annual General Meeting. 
 
Secretarial Auditor 
As per provisions of Section 204 of the Companies Act, 2013 and rules made there under, the Company is required to 
appoint Secretarial Auditor to carry out secretarial audit of the Company. The Company has appointed Ms. Pallavi Rao, 
practicing Company Secretary as Secretarial Auditor of the Company for the F.Y. 2015-16. Secretarial Audit report is 
attached [Annexure 3]. 
 
Qualification raised by Secretarial Auditor:  
 

1. The Company has not appointed a Woman Director on the Board as per the requirements of Section 149 of the 
Companies Act, 2013 

 Director’s remarks:           
Board is actively looking for Woman Director. 
 
Vigil Mechanism 
 
The Company promotes ethical behavior in all its business activities and has put in place a mechanism of reporting 
illegal or unethical behavior. The Company has a vigil mechanism process wherein the employees are free to report 
violations of laws, rules, regulations or unethical conduct to an e-mail ID designated or by post. The confidentiality of 
those reporting violations is maintained and they are not subjected to any discriminatory practice. 
 
Name and Address of the Whistle & Ethics Officer  
Mr. Anand Rao 
Chaitanya India Fin Credit Private Limited 
#98,3rd floor, Sirsi circle, Mysore Road, Chamrajpet, Bangalore-560018, Karnataka. 
Email- anand@chaitanyaindia.in 
 
Name and Address of MD of the Company 
Mr. Samit S Shetty 
Chaitanya India Fin Credit Private Limited 
#98,3rd floor, Sirsi circle, Mysore Road, Chamrajpet, Bangalore-560018, Karnataka. 
Email: samit@chaitanyaindia.in 
 
Name and Address of Chairman (Audit Committee): 
Mr. K Subramanyam Ravi 
# 121, 'SHRUTHI' Central Excise Layout, Vijayanagar, Bangalore - 560040 
Email: ksravi121@gmail.com 

mailto:anand@chaitanyaindia.in
mailto:samit@chaitanyaindia.in
mailto:ksravi121@gmail.com
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Extract of Annual Return 
In accordance with Section - 134(3)(a) of the Companies Act, 2013, an extract of the annual return in the prescribed 
format is appended as Annexure 4. 
 
Disclosure under the Sexual Harassment of women at workplace (prevention, prohibition and redressal) act, 2013 
Your Company has always believed in providing a safe and harassment free workplace for every individual working in 
Chaitanya premises through various interventions and practices. The Company always endeavors to create and provide 
an environment that is free from discrimination and harassment including sexual harassment. 
  
 The Company is in compliance with the Sexual Harassment of Women at Workplace (Prevention, Prohibition and 
Redressal) Act, 2013 and has a prevention of sexual harassment policy in place. The Directors further state that during 
the year under review, there was one case filed pursuant to the Sexual Harassment of Women at Workplace 
(Prevention, Prohibition and Redressal) Act, 2013 and immediate action was taken. 
 
 
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, 11.06.2016 

 
 
Sd/-   Sd/- 
Samit S. Shetty                Anand Rao 
Managing Director      Joint Managing Director 
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MANAGEMENT DISCUSSION AND ANALYSIS 
 
Overview of Performance 
 
Client Outreach: The number of active clients the Company serves increased from 70,000 to 1,30,000, an increase of 
86% for the year and the loan book grew to 216.78 crores from 99.07 crores , an increase of 119% for the year. The 
JLG(Joint liability Group) loan book grew by 126% from Rs. 90 crores to Rs. 203 crores, whereas 2 wheeler loan book 
increased from 6.87 crores to 12.04 crores. We are in the process of winding down our gold loan bookdue to 
operational challenges in scaling up the gold loan book within the culture of microfinance branch model.  The gold loan 
book decreased from 2.28 crores to 1.93 crores. We also made our first foray into housing loans. In housing, we 
ourselves provide small ticket house improvement loans greater than 50,000 and less than 75,000 Mortgage housing 
Loans between 100,000 to 250,000 and also partner with housing finance companies for larger sized loans. The number 
of branches in the Company increased from 47 to 83 during the year. Operationally, a group of branches are clustered 
as a region with a region having 5 to 7 branches. We added five new regions during the year – Humanabad, 
Hagaribomanahalli, Shahapur, Sindhanur, Haveri in Karanataka. Further we have forayed in to Maharastra adding two 
regions – Lathur and Kholapur. In the current year we increased our coverage in the state of Karnataka by entering the 
districts of Raichur, Bellary in Karnataka and Udgir, Aurad Shahanjani and Nesari in Maharashtra.     
 
Repayment Rate and Overdue: We continue to have very good repayment rate, with the repayment rate being 99.56% 
during the year for the company. The number of overdue accounts in the Company for JLG loans was 94 loan accounts 
in FY 15-16 and the total portfolio at risk for the Company from these 94 loan accounts was Rs. 8,70,522.  
In FY 14-15 the number of overdue accounts was 40 and the total portfolio at risk was Rs. 4,16,849.  The PAR (OD>0) 
has remained at 0.05% for JLG loans. The 2Wheelere Loan book had a 3.52% PAR (>60) higher than the 2.67% (PAR 60) 
of the Previous Years.  The PAR>180 in Gold Loans is 9.04% which is much higher than previous years, but given the 
current price of Gold should not lead to loan losses beyond 0.5% of the loan book.  
 
Profitability: The Company closed the year with a profit after tax (PAT) of Rs. 149.24 Lakhs higher than previous year’s 
PAT of Rs. 0.83 Crore, an increase of 79% for the year.. The increase in profits was in proportion to the rise in portfolio 
and the growth in Profits was achieved with the same capital base increasing the numbers on Return on equity.  In the 
previous year, margin structure moved from 12% to 10 % and we have adapted to the reduced margin available for our 
Operations.   
 
Performance on key Financial Metrics Over the last 4-5 years are below. 
 

Report on Key Year End Numbers: 2012 2013 2014 2015 2016

PAT in Crores 0.70                0.51                0.80                0.83                1.50                  

Growth in PAT -26% 55% 5% 80%

Growth in Average Assets Under Management 58% 88% 78% 93%

Yield on Average Portfolio 26.77% 26.60% 26.40% 27.62% 26.78%

OCR 17.30% 15.87% 11.95% 10.96% 10.74%

Cost of Funding / Net Average Adjusted Debt (F) 18.00% 16.01% 15.73% 16.17% 15.79%

Provision on Avg Portfolio 0.35% 0.21% 1.02% 0.61% 0.73%

Interest Margin ( Interest Margin + LPF) 8.77% 10.59% 10.67% 11.45% 10.99%

Average Portfolio /  Average Net Assets (Utilization 

Efficiency - U) 91.66% 85.00% 90.55% 87.62% 91.46%

PBT on Avg Portfolio 7.21% 3.42% 2.84% 1.51% 1.62%

PAT On Avg Portfolio (ROA) 4.87% 2.31% 1.92% 1.17% 1.09%

PAT on Avg Assets 4.47% 1.96% 1.74% 1.02% 1.00%

ROE 5.29% 3.75% 5.49% 3.42% 5.80%

Return on Capital Employed (ROCE) EBIT/Avg Assets 9.12% 10.51% 13.43% 16.05% 15.32%  
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The Interest Margin of 11% (Including LPF) is likely to stabilize as our margin structure for the next few years till 
efficiency gains allow us to bring down the margins further below the RBI permitted structure. 
The Reduction in OCR from 10.96% to 10.74% has been muted but has happened as we are expanding our Branches 
from 29 to 83 in the last 2 years with a large proportion of the Branches under 18 Months.  While the reduction in OCR 
is small as a substantial number of branches get to a vintage of 2 years, we would see reduction in this. 
 
We have shown a marked improvement in utilization of funds and this has been the focus over the last 12 months and 
the improvement of over 4% in funds utilization has contributed to 30% of the Profit Before tax and this will continue to 
be our focus in the coming year also.  
The Parameter which did not improve in the last year was Return on Capital Employed.  The reduction of Yields owing 
to a combination of reduced borrowing costs and Margins have led to a reduction in ROCE.  The ROCE is also still above 
the Cost of Funds clearly causing economic loss on debt.  However as the efficiencies improve in the next 12-18 months 
the ROCE should drop well below the cost of debt.  However in the last year we have clearly demonstrated our ability 
to ensure profitable growth at higher Leverage as long as the asset quality remains high.   We have also added 10 
crores of Tier-II Capital last year as we were unable to close the TIER-I capital Raise before the end of the year. 
 
Operational Metrics: 
 
The Key Operational Metrics are below 

Operational Metrics Mar-12 Mar-13 Mar-14 Mar-15 Mar-16

Asset Per Customer in Rs 9,193             11,332           12,814           14,249           16,590             

Staff Cost / branch Staff (Avg staff for the year) 1,58,821       1,73,004       1,77,205       1,82,626       2,01,972         

Active Customers growth 53.6% 57.1% 58.8% 86.7%

Asset Per Customer growth 0.00% 23.27% 13.08% 11.19% 16.43%

% Branch Growth 0.0% 71.4% 20.8% 62.1% 76.6%

Employee Percentage Growth 0.0% 81.8% 52.0% 59.2% 97.1%

Attrition Rate 18.5% 17.2% 23.5% 25.2% 28.0%

AUM Per CO 0.34                0.37                0.42                0.40                0.46                  

AUM Per Branch 1.20                1.33                1.95                2.12                2.61                  

JLG (PAR>0) 0.02% 0.04% 0.01% 0.05% 0.05%

Gold (Par > 180) 1.83% 8.50% 3.86% 5.47% 9.04%

2W (PAR > 60) 0.00% 0.00% 0.27% 2.67% 3.52%

2W (PAR> 90) 0.12% 1.67% 2.02%  
 
The cost growth has been in line with wage Inflation in this segment and we have improved around 15% on the Assets 
per Customer, some of which comes from Inflation and some from our increased capability to do larger loan sizes.  The 
Significant achievement in the last year has been the growth in Customers and Growth in Employees.  Both of these are 
operationally intense tasks and hence getting us to a higher base of employees and customers is a key achievement 
from which we can focus on driving efficiencies in 83 operational branches.   
The Overall customers handled per Credit Officer and per Employee has not increased last year owing to the higher 
recruitment and Branch Addition towards the end of the year, but in Branches that are of more than 2 years vintage we 
are able to handle higher than 600 Customers per Credit Officer.  The marginal higher attrition is coming from an 
expansion of spread to newer Geographies.  
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Performance versus Projections: 
 

Report on Key Year End Numbers: Actual 2016 Proj 2016

PAT in Crores 1.50                  1.63                

Growth in PAT 80% 95%

Growth in Average Assets Under Management 93% 94%

Yield on Average Portfolio 26.78% 24.45%

OCR 10.74% 10.02%

Cost of Funding / Net Average Adjusted Debt (F) 15.79% 14.03%

Provision on Avg Portfolio 0.73% 1%

Interest Margin ( Interest Margin + LPF) 10.99% 10.43%

Average Portfolio /  Average Net Assets (Utilization 

Efficiency - U) 91.46% 90.21%

PBT on Avg Portfolio 1.62% 1.76%

PAT On Avg Portfolio (ROA) 1.09% 1.19%

PAT on Avg Assets 1.00% 1.07%

ROE 5.80% 2.37%

Return on Capital Employed (ROCE) EBIT/Avg Assets 15.32% 13.6%

ROE (PAT by Average Equity) 5.94% 5.6%  
 
We continue our strong track record of meeting our projections and have ended the year with very near performance 
to our projections.  The Interest Margin and Financial Efficiency were better than Projected with better Interest Margin 
Coming out of better Yield.  The cost of borrowing did not drop as anticipated but did not have an Impact as the Yield 
maintained at a level to end up at a better than projected Interest Margins.  OCR improvement was lower than 
Projected number, however this higher OCR was compensated by better Interest margin than projected and also lower 
Provision for Loan Losses and Write offs than projected.  Hence on -an overall basis, while the Profit after Tax was 10% 
below projections, the impact of the delay in equity raising was managed and it did not affect the profitability or 
growth.  
 
Ratings: The MFI grading assigned to the company is retained at M2 as per ICRA grading scale. The company also 
retained the bank loan rating of BB+ from ICRA. The company also did a COCA (code of conduct assessment) where it 
received a level 3 (read as COCA Three) rating from SMERA which is an above average level of adherence to code of 
conduct and regulations. 
 
Branch & Field Audits 
Company has strong and well trained Audit team.  The team comprises of One Audit Officer per region headed by Audit 
Manager, which carries out branch and field audits according to a pre-defined plan centered on a risk-based approach. 

Field audit team focuses on the efficacy of field operations and compliance to operations manual. 
 
Service Quality 
 Our Service Quality Program has evolved over the years, with a variety of customer care, a toll free service and client 
protection initiatives which have positively impacted our customer connect and retention. We have strengthened 
customer retention programs, fair practices and grievance redressal mechanism. 
 
Risk Management 
 
Credit Risk: Credit risk is the risk which arises due to borrowers late and non-payment of loan obligations. At a portfolio 
level we manage this risk by setting up  branches deep in to rural areas. Deep rural areas also happen to be an area of 
lower competition and lower credit risk. By continuously focusing on operating in rural areas since inception, the 
company has developed significant expertise in operating in rural areas and managing the corresponding risks which 
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arise. At a transaction level, the company has a strong (internally developed) process to screen villages and borrowers 
before loans are disbursed. The field process is supported by a strong audit process in the company. The company also 
has a process to capture information and take action on potential client repayment problems before they actually 
occur.   
 
Operational Risk: It is the risk which arises from daily operational transactions. This is an important risk in microfinance 
due to the occurrence of a large number of small sized daily transactions. The company has a robust web based IT 
system where every transaction is recorded real time and financial accounts are tallied and closed on a daily basis. To 
deal with risks arising from cash handling there are strict cash carrying limits for field employees, limits for cash holding 
at branches and cheque signing limits for branch managers. Employee related frauds are another operational risk. The 
background of every employee is thoroughly checked before they are recruited and hiring from other financial 
institutions is generally avoided. Field staff are constantly trained and guided on aspects of right values by Regional 
Managers to minimize the occurrence of employee frauds. The company also has a zero tolerance policy towards 
employee frauds.    
 
Sector Risk:  
Audit and Internal Controls 
There are two types of internal audit conducted in the company. One is field operations audit and the second is 
accounting and administrative audit. The field operations audit is headed by the audit head. Each region has an audit 
officer assigned who audits all the branches in the region. The audit officers report to the Audit head. The audit officer 
ensures that there is one field audit of every branch in a month and a certain minimum number of repayment audits, 
field process audits, client audits and Fair Practices Code audits are done for all branches in the region. The accounts 
and administrative audit is done every quarter by an external independent agency. This audit focuses on compliance to 
accounting and documentation processes at the branches, regions and head office and compliance to human resources 
processes. Every quarter both the field audit and the accounting audit findings are submitted to the audit committee. 
The audit committee reviews the findings and reports to the Board.         
  
Human Resources 
Loan officers form the largest proportion of employees in the company. Loan officers are recruited from in and around 
the villages where we set up our branches. This ensures that attrition levels are lower, there is a local touch to the 
operations and we are taking fresh candidates and inculcating the right values in the loan officers. However, care is 
taken to ensure that loan officers do not serve the villages they come from. The company strives for the right balance 
of being local and also being professional in the services it delivers to its clients.  
 
Community Services 
The company sees community services being integral to its main activity of providing microcredit loans. During the 
year, the company has appointed a senior person at the level of regional manager to head the community service 
activities in the company. During the year, the focus of the community service was to ensure that every client of the 
company has a bank account. This was done as the company’s support to the government’s Prime Minister’s Jan Dhan 
Yojana (PMJDY) to help our clients to have bank accounts in their local banks and also help us better integrate with the 
main stream banking sector. In total we opened 18,000 bank accounts ensuring more than 99% of our clients have bank 
accounts.   
 
Client Grievance Cell  
During the year, we introduced a dedicated toll free number for the benefit of our clients. During the training we  brief 
about the toll free service and Greivance Redressal mechanism to our clients and  actively encourage them to contact 
our toll free number if they have any complaints. All complaints are addressed with utmost importance.  
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STRATEGY FOR THE YEAR 2016-17 AND DISCUSSIONS ON THE CURRENT INDUSTRY ENVIRONMENT 
 
Environment in the Financial Inclusion Space 
 

1) Small Finance Banks likely to come on board by March 2017 and this creates interesting road maps and 

competitive dynamics.  A Fair assessment is for the next 5 years they are unlikely to be competitive on cost of 

liabilities.  Their cost of liabilities would come down in the short term as they add significant equity capital 

muscle and hence are able to borrow at interesting costs from the capital market, the ability to bring down cost 

of liabilities to Single digits from retail and wholesale borrowing is at least five years away. 

2) Technology in the form of E-Wallets has not made a dent in the rural MFI space owing to the lack of last mile 

Digital (bank account) to Cash Flexibility.  So despite Unified Payments Interface coming in, till some entities 

make significant investments in the LAST MILE and facilitated adoption by making E-money to Cash ubiquitous, 

the E-Wallets are going to be used by the Urban educated to pay their Uber Cabs. 

3) Machine Learning / Algorithm based lending Options are becoming more prevalent and would become main 

stream in the next 12-24 months.  There are over 25 different companies and more working on different Credit 

Models and Different Niche Segments trying to come out with the next mechanism to automate lending.  All of 

them are however reliant on the BANKs/NBFCs to provide the Lending backend, and till there is someone who 

succeeds as a Lender themselves the Banks are still in the driving seat. 

4) Digital Sourcing of Loans and Customers either by the Banks or other Internet Based Platforms like Bank Bazaar 

and sales of Insurance and mutual Funds have been an area of clear success for the new generation of 

companies compared to enabling transactions or Lending itself.  

5) As the payment banks come aboard and Wallets proliferate, the NPCI (National Payments Corporation of India) 

launching an Aadhar card based Interface facilitating peer to peer payment using mobile phone numbers at 

almost no cost, thus creating the backbone for companies with customer relationships to climb on the peer to 

peer payments bandwagon without tying up with the payment gateways,   this has the potential to disrupt the  

E-Wallets.  Essentially any Taxi Company could make all its Drivers to receive money from any Bank.  

6) Government is in a JAM trying to walk the talk both on JAM and the MUDRA Scheme.  In the JAM philosophy, 

(JanDhan, Aadhar, Mobiile Trinity) the last mile delivery and handling of cash is becoming a talked about 

problem and the government will push the banks to resolve this mostly through bank correspondents.  The 

MUDRA scheme is designed for finance of SME customers for loan sizes from Rs.100,000 to Rs.10,00,000.  The 

real delivery of new SME credit is yet to be seen but may come in due course.  As of now Banks are Branding 

some of their Loans as Mudra Loans and MFIs loans are also reported as part of the Mudra Loans, true 

intervention and impact by the Mudra Scheme is yet to be seen. 

7) Overall the Financial Sector Regulations and governmental efforts have taken the full step to becoming private 

sector friendly. Universal Bank Licensing is going to be on TAP And Differentiated Bank Licenses should also 

become an ongoing mechanism if the initial experiments do well.  So an era of the Protected Banking Sector 

has come to an end.  There is going to be more dynamism and newer players will continue to come into the 

sector and the Share of the Private Sector in Indian Banking is going to go up dramatically unless the 

Government finds a way to recapitalize the PSUs to a very different order.   Also the regulator seems to be 

creating alternative channels through NBFCs for Innovative interventions like Digital lending, E-Wallets and 

peer to peer payments.  Overall the Protected Banking Environment seems to have ended.   

 

Industry 

8) The total size of group microfinance  today is around  INR 140,000 crores.  NBFC-MFIs under MFIN are at INR 

53,000 Crores and Bandhan Bank is about INR 15,000 Crores and there is another 12% of Portfolio that is 

typically from Trusts and Not for Profits of about INR 7000 Crores.  Adding to this, the Portfolio of Banks not 

reported in the MFIN as BC partnerships and Direct Lending of the Banks to JLG groups would add another INR 

10,000 Crores making the total size of the JLG business to be around 85,000 Crores.  The SBLP (SHG Bank 

Linkage Program) which was around INR 50,000 Crores last year has shown a growth of around 10% per year 

and can be estimated at INR 55,000 Crores.  Hence the overall Micro Finance Lending from the Formal Sector 
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(excluding cooperatives individual lending) in the form of group lending is around INR 140,000 Crores (around 

USD 21 Bn ) Industry serving probably around 35–50 Mn Households (The wide range is a function of what 

one thinks is extent of multiple Borrowing) for an average loan Outstanding of Rs. 28,000 to Rs. 40,000 per 

household (Approx. USD 400 – 600). The loan per household is most likely around 25 % - 30% of the household 

Income of this segment.   Clearly the size of the Loan per Household is nearing the maximum capacity of the 

lower and lower middle income customers and MFIs need to tap a different Income segment to grow loan size 

per customer.  

9) The customer growth has been between 20% to 30% over the past four years.  On a country wide basis the 

customer penetration is probably around 40% of potential or little below. (40Mn versus 100Mn Households 

that are potential Micro finance borrowers).  Dramatic Shifts in Proportion of Urban to Rural penetration is 

seen with the latest Data Showing 70% of Micro Finance Customers to be Urban Dwellers compared to 30% 

Rural. (While the population is still divided 65:35 between Rural and Urban).  This data clearly points out that in 

some pockets of Urban India Customer Penetration has no room to grow further and this is reflected in the 

anecdotal evidence that one hears in the Urban Space. For the Entire Country, continuing the 20% customer 

growth rate over the next 5 years reach in rural areas would be achieved and addition of new customers would 

probably slowdown in the next five years in rural areas.  So the Customer Addition Story of Micro Finance is 

ending for Urban Micro Finance and for the Rural Parts in South and East would end in the next 3 years and in 

the next 5 years for rural players in the lesser developed markets.  So the fight to establish a competitive space 

will move from the Urban Centres to the Rural Areas in JLG lending.   However this addition of customers is 

going to be challenging, as the easily reachable customers have already been covered and the unreached are 

now mostly in villages and sometimes in difficult to reach terrains.    

10) Growth in Outstanding / Loans per customer grew at 20%-25% annually in the last 3-4 years principally 

contributing to the industry growth but given the current base of closer to 25% Household Income, it is unlikely 

to grow than more than 50% over the next 5 years.  Hence from a JLG lending perspective, it is more likely that 

the loan size growth for the Industry could come to down to between 10% to 15%.  Overall the potential of 30% 

growth rate for the industry for the next 5 years should be maintained taking the industry to a size of INR 

350,000 Crores (USD 50 Bn)  in 3-5 years.  

11) NBFC-MFIs have firmly overtaken the SHG- Bank linkage Program (SBLP) model.  They are growing their book 

size by more than 80% while the SBLP has grown by 20%.  As the industry grows at 30% growth, the ratio is 

going to be increasingly biased towards NBFC-MFIs which are more likely to grow at above 70% over the next 3-

5 years.  

12) Mudra Bank set up to refinance institutions for loans between INR 50K to 10Lakhs is seeing an overlap with MFI 

lending as the RBI increases the MFI’s lending limits to INR 100K.  This means that MFIs with the Banks Priority 

Sector Lending Limits will take over all lending per customer up to INR 100K, leaving Mudra in the space 

between INR 100K to 1 Million.   It is believed that most of the MUDRA lending will be directed towards 

business or commercial lending and will not become household debt, but it is yet to be seen how this works 

out.   

13) Increasing Interest is seen of the other NBFCs and loan companies to get in and grow big in the MFI space 

through acquisitions or other means.  L&T has suddenly accelerated to over INR 2,000 Cr Portfolio growing 

200% from INR 670 Cr. Muthoot is pushing for growth in this segment.  Manappuram has acquired Aashirvad, 

and IDFC Bank has acquired GVMFL, both are looking to grow their business.  Edelweiss is working with MFIs on 

an agency / BC basis.  In addition there are a set of Banks that use MFIs as Banking Correspondents and others 

that are increasingly taking equity stakes in MFIs.  The interest of private sector banks is genuine and 

consolidation in the Industry seems to have begun.  There is a 3-5 year period of good growth, after which 

Industry Players are likely to start eating into each other’s market share or end up increasing the risk of each 

other’s portfolio.   

14) In a market of INR 300 - 350K Crores in 5 years for NBFC-MFIs, there should be around 10-15 players controlling 

50% of the market forming the Tier-I companies while there would be 30 more players vying for the rest of 

market.  The structuring of the TIER-I players as SFBs or NBFC-MFIs would cause very little differentiation in 
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products over the next 3-5 years as NBFC-MFIs will structure internally or tie up with other entities to offer 

missing services.   

DISCUSSIONS ON 

 
A) Consolidation in the Industry: 

MFI Industry Consolidation is in the horizon but not very imminent given the complexity and the size of the country.  
Given the operational intensive nature of the business there is a tendency of high touch models to revert to favoring 
smaller tightly managed geographically concentrated entities.  MFI lending is a high touch low transaction size 
business, but also very standardized and process driven and hence offers opportunity for consolidation, however 
smaller entities have the benefit of responsiveness and decision making.  The very reason MFIs were able to create 
their space between the Bank and the customer,  the presence of a large MFIs does not prevent a newer MFI from 
coming in and capturing market is because of the responsiveness and adaptability that smaller, tightly managed faster 
entities have over larger bureaucratic setups.  In MFI industry, the advantage of the larger entities is neutralized 
because of non-price sensitive nature of the borrower removing any advantage that pricing power that a larger entity 
may have.  This apparent customer neutrality to pricing is unlikely to stay forever especially if the growth rates of 50% 
remain currently however it creates a situation where between a SKS and Chaitanya operating in the same market, the 
customer’s choice of the entity is not based on Interest rate.  Hence the benefit of a ‘larger size of a NBFC’ and the 
corresponding lower cost of borrowing and lending cost to the final customer as a source of competitive advantage is 
not an important factor in the near to medium term.  
Hence entities that are able to bring down Head office Costs to less than 1% of the AUM (this is possible for entities 
between INR 200 – 500 Crores if structured rightly), and get within 200-250 BPS of borrowing costs of larger entities 
would be able continue and enjoy their niche position.  However at this size of business and aspiration access to Equity 
is severely curtailed and bigger entities are able to raise equity much more easily.  Hence the Growth rate of these 
institutions would be limited to their Return on Equity.   
Infusion of additional Equity is presently available for entities that are either already at a reasonable size or show the 
eagerness and skills to grow to a size to provider investors an exit through public markets or through strategic exits. A 
reasonable size to be of interest to Strategic Investors and for crossing the hurdle of banking licenses currently is 
upwards of a 100 Crore of net worth and around 600 Crs if AUM.  From a Business Economics Perspective, entities that 
have a size of around 200Crs could continue to thrive as smaller MFIs.  
 
The emergence of Small Finance Banks as vital players in the segment is likely to push the Entrenched MFIs/ NBFCs / 
Banks to evolve some form of partnership to secure their share in low Income Segment borrowing spurring 
consolidation.  Consolidation could also be a path for smaller entities to reach their desired size and geographical reach 
faster than growing organically. The threshold to be crossed for NBFC_MFIs to list under current market conditions is 
approximately around INR 3000 Crores AUM (INR 500 Crores Book Value) and the pursuit of this could also lead to 
some consolidation. 
 
However, despite all the interest in possible consolidation, the ecosystem would continue to have a large number of 
smaller niche players and the nature of the market suggests that just like in banking sectors there could be a larger 
number of small players co-existing along with 10 -20  large MFIs.  It is however clear that the industry would evolve 
such that there would be with no single player who has a dominant size and scale of operations as a Competitive 
advantage.   
 
We believe that in the midst of this partial consolidation either by organic expansion and through partnerships in some 
locations we have the space to emerge as a PAN India Rural Focused Financial Services Company delivering the full 
spectrum of Credit Products.   
 

B) Key Differentiators and Competitive Advantage 
Beyond a threshold size of around INR 500 / 1000 Crores when costs and efficiency across companies are comparable 
and impact of cost of funds marginal in the customer segment we serve, the differentiation between entities is unlikely 
to be size but the product service fit and risk management capability fit between MFIs and their chosen customer 
segments.  Hence MFIs that invest in developing the organizational capability to a deliver a bouquet of products to 
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existing customers and other customer segments that are presently not well served and hence are not price sensitive 
will have an edge.  Further Institutions whose processes deliver high quality service and risk management are more 
likely to deliver better economic profit in comparison to the ones who are just growing larger in size or assets under 
management.  
Hence the differentiation going forward would be less about Small and Large MFIs or Small Finance Banks and NBFC-
MFIs but more based on execution capability to be a broad scope MFI covering a range of products and customers.  
Hence the focus in Chaitanya is to continue to build the capability to add more products and gain traction in some of 
these products in the next 2-3 years.  Continued focus on rural areas in existing geographies and being highly effective 
in serving the Credit needs that cannot be met through JLG groups and reaching income and customer segments that 
are adjacent to our current customer profile but are currently not served by the Bank’s are the key aspects of our 
strategy.  Hence growth of current products like Two Wheeler Loans and Micro Housing loans are vital measures of 
success and also the development and deployment of other loans products for Asset Creations like dairy loans, small 
business working capital loans are crucial to the execution of the strategy. 
 

C) Geographical Spread  
The MFIN report on the spread of MFIs (MICRO SPREAD) is revealing with respect to the district level concentration of 
MFIs in some markets and the pattern is repeated for the second year.  More than half the MFI portfolio is sourced 
from 88 well penetrated districts (15%) and the top 25 districts (4%) account for 24% of the overall Portfolio.  The MFIN 
report does not have data for some of the larger not for Profits like SKDRDP, CashPoor and principally Bandhan Bank.  
The Saadhan Bharat Microfinance report (Aug 2015) though older has information on these entities.  The analysis 
below is based on both these reports.  
Basis penetration the states in the Country can be divided into the following: 

1) Leader States: - Karnataka, Tamil Nadu, Kerala, West Bengal and Maharashatra plus (former) Andhra 
Pradesh:  These 6 (7 now) states have a population of 450Mn (Census 2011) and have an Urban Rural 
Population Divide of around 55:45.  In these regions at least 50% of the districts are well penetrated unless 
there are specific topography related reasons.  In all these states (LEADER STATES) MFIs / NGOs/ SHGs have 
been active for over 10-15 years now principally in the rural areas.  However the growth in these states over 
the last 4-5 years has been driven by growth In the Urban geographies.  While the rural presences in these 
states continue, the client mix has shifted to majority Urban.  Around 60% of the overall MFI Clients and 60% of 
the MFI Portfolio are from these 6 states.  Some districts that are well penetrated could have client penetration 
higher than 30% of Households.   

2) Follower States: - MadhyPradesh, UP, Bihar, Odissa, Asaam and Gujarat these 6 states with a population of 
500Mn (Census 2011) and with the exception of Gujarat (57%) have more than 75% of their population in the 
rural areas.  These states have high penetration of MFIs in around 10%-20% of their districts.  The districts with 
higher penetrations are always the major Urban centers, the capital cities and districts around the capital cities.  
In most of these states the growth and presence of MFIs is a phenomenon of the last 5-7 years and in most 
cases the growth in MFI activity in these states have been accompanied by an increased URBAN focus of MFIs.  
These six states account for slightly less than 30% of the MFI Customers and around 30% of the MFI 
Outstanding Portfolio. It is seen that the overall Penetration in these Follower States is below HALF the 
Penetration of the leading states and with a higher rural population and is around 10% of the households.  

3) Laggard States: - Jharkhand, Haryana, Punjab, Chattisgarh, and Rajasthan: These states have a combined 
population of 180 Million, more than 75% of which are rural.  The penetration in these 5 states significantly Lag 
the Above mentioned Six Follower States.  The reason for lower penetration in these states is diverse.  
Jharkhand and Chattisgarh are Naxal belts with uncertainty on Law and Order.  Rajasathan the country’s largest 
state, has larger parts of desert and dispersed population while Harayana and Punjab have socio- economic 
reasons which could have delayed the penetration of MFIs in the rural areas.  These states constitute 15% of 
the Country’s population and around 6% of the MFI customer base and the average penetration is around half 
the penetration of the follower states in the range of 5% 

 
4) Uttarakhand, Himachal Pradesh, Kashmir plus the 7 North Eastern States (The 10 Sisters).  These are the 

Himalayan States of India and have combined population of less than 50Mn.  These states are defined by their 
really tough topography and altitude and reach, Law and Order, diversity and distance from the mainstream all 
contribute to an extent.  Interestingly the Microfinance penetration in these states is comparable to the 
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Follower states and better than the Laggard States.  Given the dispersed Geography and smaller population 
these locations are probably the most suitable area for high quality geographically focused MFIs.   

 
Chaitanya’s origin is in Karnataka and geographical expansion has been limited to Maharashtra and Karnataka.  This 
focus is operationally better to execute and rural penetration in these states is still not saturated.  However, most of 
the districts in these states are going to reach situations of full or over penetration limiting the scope to grow in JLG 
lending and also lead to higher risk profile in JLG lending.  The focus hence in the Leader states should be to expand in 
two Wheeler, Dairy and Housing in each of the current operational districts and it requires the disciplined to prioritize 
resources for product and Credit expansion over geographical expansion.  It means avoiding the temptation to expand 
geographically and grow the JLG book which is simpler to execute but could divert human resources away from growing 
the other products.  In our Trajectory from 80 Branches to 270 Branches the expansion in the Leader states is planned 
to be around 200 branches so that by the time we reach the stage of 270 branches we have a sizable presence of at 
least 25% of our Branches (60-70 Branches and around 500 employees) in the Follower and Laggard States.   
 
As part of the Geographical Expansion while we would like to establish a presence in most of the follower and laggard 
states the size of the opportunity and geographical spread means that we have to focus of our efforts in particular 
areas.  Hence in the next 2 years we would focus our efforts to enable us to access the 5 states of 
UP/Bihar/MP/Chaittasgarh and Jharkhand.  These states together have a population of more than 425 Mn and given 
the lower penetration levels in a large number of districts, this geography gives us the opportunity to allow for 
geographical expansion well into the future years.  Hence strategically it is important to create a sound base in one or 
two of these states and reach closer to 30 branches in the next 12-18 months primarily focused on JLG lending.  Further 
expansion from the first 30 branches (250 Employees) would determine the long term growth trajectory of the 
company and hence adequate investment in man power to build these 30 branches is to be planned.   
 
The Key Deliverables for the Year 2016-17 hence would be  
 

1. Portfolio Growth and Quality of Micro Housing Loans and Two Wheeler Loans as the product Scales up:  

Housing is expected to reach an average Portfolio of around INR 15Mn per Branch (150 customers) in more 

than 40 Branches in a year.  To be able to train our existing Credit Officers to handle assessment in the 

branches and to train and deploy 7-8 Credit Managers in the regions in the next 6 months will determine the 

speed of scale up and quality of the portfolio.  Quality of the Micro Housing Portfolio in the first year will 

impact confidence in this very large opportunity.  Similarly as we enter newer geographies in Two Wheeler the 

ability to transfer the Learning to these newer areas and maintain portfolio quality at current levels will be an 

important deliverable.  

2. Effectiveness of Credit and Product Structures:  Effectiveness and synergy between the Branch and Product 

teams and the quality of Execution of the Credit Teams will largely determine the effectiveness of delivery of 

NON-JLG products.  Absorption of the processes of newer products by the Branch teams and integration of the 

Credit/Product teams into the Branch and Regional operational teams and operating processes will influence 

effectiveness of deployment of the new products.  

3. Identification of the right first few Regional Managers and Divisional Managers in the North:  The move to 

the North India would contribute very little to the business numbers in the next 12-18 months.  However it is 

very important strategically as it is at the Core of the next growth engine for the company.  Hence to be able to 

select the right regional and Divisional Managers and to get the business basics right in the first districts where 

we would start operations is a critical measure of success in 2016-17.  This along with Quality of 

Implementation of the basics of Field Operations and Culture in newer Operating Geographies and our 

success in transferring the high quality of field operations to newer regions would ensure a secure growth 

across geographies. 

4. Launch of some newer products amongst the choice basket of SME loans, Dairy Loans, three wheeler loans, 

LCV Loans and Agri-Implement Loans either in Partnership or directly.  While the contribution of the newer 

products in the projected business size is negligible, these products are vital requirements in the continuum to 
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build a large portfolio of credit Products.  Hence to make the right choice of products and to finalise Product 

Managers and underwriting criterion for these products within the next 6-12 months is an important driver of 

long term performance 

5. Efficiency Leap in Existing Branches: Improvement in processes and practices to increase efficiency of Credit 

Officers and Branches needs to be implemented in stable branches.  The right path is to ensure Operational 

quality is maintained by Credit Officers with an increased customer load in settled Branches.  Some of the 

efficiency leap would also come from the ability to deliver products with larger loan sizes.  Process Redesign 

and Usage of IT-Tools to Support Decision Making,comfort in Usage of Risk Management Systems for effective 

credit decision making will support efficiency in growth. 

6. Technology Platform:  Scaling up the technology platform to be able to handle the different products and also 

to be able newer innovations in the collection space will contribute to bringing down the overall cost of 

operations.  

GENERAL SHAREHOLDER INFORMATION: 
 
COMPANY REGISTRATION DETAILS: 
The Company is registered in the state of Karnataka, India. The Corporate Identity Number (CIN) allotted to the 
Company by the Ministry of Corporate Affairs (MCA) is U67190KA2009PTC049494. 
 
ANNUAL REPORT: 
 
The Annual report containing inter alia, Audited Annual Accounts, Director’s Report, Auditor’s Report and other 
important information is circulated to members and others entitled thereto. The Management‘s Discussion and 
Analysis (MD&A) Report forms part of the Annual Report and the Annual Report is also displayed on the website 
www.chaitanyaindia.in . 
 
DEBT SECURITIES LISTING: 
The Bombay Stock Exchange 
 
DEBENTURE TRUSTEE: 
 
CATALYST TRUSTEESHIP LIMITED (Formerly GDA TRUSTEESHIP LIMITED) 
 Office No. 83 – 87, 8th floor, ‘Mittal Tower’,  
‘B’ Wing, Nariman Point, Mumbai – 400021 
 
PAYMENT OF LISTING FEES & DEPOSITORY FEES: 
 
Annual Listing fee for the year 2016-17 was paid on 18th April 2016 to the BSE. 
 
Annual Custody/Issuer fee for the year 2016-17 was paid on 9th May 2016 by the Company to NSDL. 
 
SEBI COMPLAINTS REDRESS SYSTEM (SCORES): 
The investor complaints are processed in a centralized web-based complaints redress system by Securities Exchange 
Board of India for debt listing. The salient features of this system are centralized database of all complaints, online 
upload of Action Taken Reports (ATRs) by concerned companies and online viewing by investors of actions taken on the 
complaint and its current status. Till the date of the report the status of investor complaints are Nil. 
 
 
 
 
 
 

http://www.chaitanyaindia.in/
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ANNEXURE 1- PARTICULARS OF EMPLOYEES 
 
Information as per Rule 5(1) of Chapter XIII, Companies (Appointment and Remuneration of Managerial Personnel) 
Rules, 2014 
 

1. Remuneration paid to Whole Time Directors 
 

Name of the 
Director 

Designation Remuneration in  
FY 2015-2016 

% increase of 
remuneration in 2016 as 
compared to 2015 

Ratio of  
remuneration  
to MRE  
 

Mr. Samit S Shetty Executive Director 22,98,290 34% 12.49 

Mr. Anand Rao Managing Director 22,98,290 34% 12.49 

 
 

2. Remuneration paid to KMP 
 

Name of the KMP Designation Remuneration 
in  FY 2015-
2016 

% increase of 
remuneration in 2016 
as compared to 2015 

Ratio of  
remuneration  
to MRE  
 

Mr. Srinivasan Chief Financial Officer 3,21,034 -              12.39 

Ms. Dimple Shah Company Secretary 3,84,000 5% 2.09 

 
ii) The median remuneration of employees of the Company during the financial year was Rs.1,83,900 
iii) In the financial year, there was an increase of 1.7 % in the median remuneration of employees; 
iv) There were 785 permanent employees on the rolls of Company as on March 31, 2016; 
v) Relationship between average increase in remuneration and company performance: - The Profit before Tax for the 
financial year ended March 31, 2016 increased by 111% whereas the increase in median remuneration was 1.7%. 
vi) Average percentage increase made in the salaries of employees other than the managerial personnel in the last 
financial year i.e. 2015-16 was 1.7% whereas the increase in the managerial remuneration for the same financial year 
was 34%. 
Vii) There are no variable component of remuneration availed by the Directors. 
Viii) The ratio of the remuneration of the highest paid Director to that of the employees who are not Directors but 
receive remuneration in excess of the highest paid Director during the year – Not Applicable 
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ANNEXURE 2- NOMINATION AND REMUNERATION POLICY 

Introduction: 
In pursuance of the Company’s policy to consider human resources as its invaluable assets, to pay equitable 
remuneration to all Directors, Key Managerial Personnel (KMP) and employees of the Company, to harmonize the 
aspirations of human resources consistent with the goals of the Company and in terms of the provisions of the 
Companies Act, 2013 and the listing agreement as amended from time to time this policy on nomination and 
remuneration of Directors, Key Managerial Personnel and Senior Management has been formulated by the Committee 
and approved by the Board of Directors.  

The Objective and Purpose of this Policy are: 
• To lay down criteria and terms and conditions with regard to identifying persons who are qualified to become 
Directors (Executive and Non-Executive) and persons who may be appointed in Senior Management and Key 
Managerial positions and to determine their remuneration. 
• To determine remuneration based on the Company’s size and financial position and trends and practices on 
remuneration prevailing in peer companies, in the micro finance industry. 
• To carry out evaluation of the performance of Directors, as well as Key Managerial and Senior Management 
Personnel. 
• To provide them reward linked directly to their effort, performance, dedication and achievement relating to the 
Company’s operations. 
• To retain, motivate and promote talent and to ensure long term sustainability of talented managerial persons and 
create competitive advantage. 

 In the context of the aforesaid criteria the following policy has been formulated by the Nomination and Remuneration 
Committee and adopted by the Board of Directors at its meeting held on 27th May 2015. 
 
Effective Date: 
This policy shall be effective from 1st June 2015. 
 
Constitution of the Nomination and Remuneration Committee: 
The Nomination and Remuneration Committee comprises of following Directors: 
 

SL No.     Name Position 
 

1. Mr. Ramesh Sundaresan Chairman (Nominee Director) 

2. Mr. K S Ravi Member (Independent Non – Executive Director 

3. Mr. Ane Narasimha   Member (Non – Executive Director) 

4. Mr. Nanda Kumar   Member (Independent Non – Executive Director 

 
The Board has the power to reconstitute the Committee consistent with the Company’s policy and applicable statutory 
requirement. 
 
Definitions:  
• Board means Board of Directors of the Company. 
• Directors means Directors of the Company. 
• Committee means Nomination and Remuneration Committee of the Company as constituted or reconstituted by the 
Board. 
• Company means Chaitanya India Fin Credit Private Limited. 
• Independent Director Means a Director referred to in Section 149 (6) of the Companies Act, 2013. 
• Key Managerial Personnel (KMP) means- 
(i) Executive Chairman and / or Managing Director; 
(ii) Whole-time Director; 
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(iii) Chief Financial Officer; 
(iv) Company Secretary; 
(v) Such other officer as may be prescribed under the applicable statutory provisions / regulations. 
• Senior Management means personnel of the Company occupying the position of one level below the KMP. 
 
Applicability: 
The Policy is applicable to 
• Directors (Executive and Non Executive) 
• Key Managerial Personnel 
• Senior Management Personnel 
 
General: 
• This Policy is divided in three parts: Part – A covers the matters to be dealt with and recommended by the Committee 
to the Board, Part – B covers the appointment and nomination and Part – C covers remuneration and perquisites etc. 
• The key features of this Company’s policy shall be included in the Board’s Report. 
 
 
                                                                                PART – A  
MATTERS TO BE DEALT WITH, PERUSED AND RECOMMENDED TO THE BOARD BY THE NOMINATION AND 
REMUNERATION COMMITTEE 
 
The Committee shall: 
• Formulate the criteria for determining qualifications, positive attributes and independence of a Director. 
• Identify persons who are qualified to become Director and persons who may be appointed in Key Managerial and 
Senior Management positions in accordance with the criteria laid down in this policy. 
• Recommend to the Board, appointment and removal of: Director, KMP and Senior Management Personnel. 
                                 

                                                                PART – B 
POLICY FOR APPOINTMENT AND REMOVAL OF DIRECTOR, KMP AND SENIOR MANAGEMENT 
 
• Appointment Criteria and Qualifications: 
1. The Committee shall identify and ascertain the integrity, qualification, expertise and experience of the person for 
appointment as Director, KMP or at Senior Management level and recommend to the Board his / her appointment. 
2. A person should possess adequate qualification, expertise and experience for the position he / she is considered for 
appointment. The Committee has discretion to decide whether qualification, expertise and experience possessed by a 
person is sufficient / satisfactory for the concerned position. 
3. The Company shall not appoint or continue the employment of any person as Whole-time Director who has attained 
the age of seventy years. Provided that the term of the person holding this position may be extended beyond the age 
of seventy years with the approval of shareholders by passing a special resolution based on the explanatory statement 
annexed to the notice for such motion indicating the justification for extension of appointment beyond seventy years. 
 
• Term / Tenure: 
1. Managing Director/Whole-time Director: 
- The Company shall appoint or re-appoint any person as its Executive Chairman, Managing Director or Executive 
Director for a term not exceeding five years at a time. No re-appointment shall be made earlier than one year before 
the expiry of term. 
2. Independent Director: 
- An Independent Director shall hold office for a term up to five consecutive years on the Board of the Company and 
will be eligible for re-appointment on passing of a special resolution by the Company and disclosure of such 
appointment in the Board's report. 
- No Independent Director shall hold office for more than two consecutive terms, but such Independent Director shall 
be eligible for appointment after expiry of three years of ceasing to become an Independent Director. Provided that an 
Independent Director shall not, during the said period of three years, be appointed in or be associated with the 
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Company in any other capacity, either directly or indirectly. However, if a person who has already served as an 
Independent Director for 5 years or more in the Company as on 1st October, 2014 or such other date as may be 
determined by the Committee as per regulatory requirement, he / she shall be eligible for appointment for one more 
term of 5 years only. 
- At the time of appointment of Independent Director it should be ensured that number of Boards on which such 
Independent Director serves is restricted to seven listed companies as an Independent Director and three listed 
companies as an Independent Director in case such person is serving as a Whole-time Director of a listed company. 
 
• Evaluation:  
The Committee shall carry out evaluation of performance of every Director, KMP and Senior Management Personnel at 
regular interval (yearly). 
 
• Removal: 
Due to reasons for any disqualification mentioned in the Companies Act, 2013, rules made there under or under any 
other applicable Act, rules and regulations, the Committee may recommend, to the Board with reasons recorded in 
writing, removal of a Director, KMP or Senior Management Personnel subject to the provisions and compliance of the 
said Act, rules and regulations. 
 
• Retirement:  
The Director, KMP and Senior Management Personnel shall retire as per the applicable provisions of the Companies 
Act, 2013 and the prevailing policy of the Company. The Board will have the discretion to retain the Director, KMP, 
Senior Management Personnel in the same position / remuneration or otherwise even after attaining the retirement 
age, for the benefit of the Company. 
 

                                                    PART – C 
POLICY RELATING TO THE REMUNERATION FOR THE WHOLE-TIME DIRECTOR, KMP AND SENIOR MANAGEMENT 
PERSONNEL 

 
• General:  
1. The remuneration / compensation / commission etc. to the Whole-time Director, KMP and Senior Management 
Personnel will be determined by the Committee and recommended to the Board for approval. The remuneration / 
compensation / commission etc. shall be subject to the prior/post approval of the shareholders of the Company and 
Central Government, wherever required. 
2. The remuneration and commission to be paid to the Whole-time Director shall be in accordance with the percentage 
/ slabs / conditions laid down in the Articles of Association of the Company and as per the provisions of the Companies 
Act, 2013, and the rules made there under. 
3. Increments to the existing remuneration / compensation structure may be recommended by the Committee to the 
Board which should be within the slabs approved by the Shareholders in the case of Whole-time Director. Increments 
will be effective from 1st April to all the employees of the Company. 
4. Where any insurance is taken by the Company on behalf of its Whole-time Director, Chief Executive Officer, Chief 
Financial Officer, the Company Secretary and any other employees for indemnifying them against any liability, the 
premium paid on such insurance shall not be treated as part of the remuneration payable to any such personnel. 
Provided that if such person is proved to be guilty, the premium paid on such insurance shall be treated as part of the 
remuneration. 

 
• Remuneration to Whole-time / Executive / Managing Director, KMP and Senior Management Personnel: 
1. Fixed pay: 
The Whole-time Director / KMP and Senior Management Personnel shall be eligible for a monthly remuneration as may 
be approved by the Board on the recommendation of the Committee. The breakup of the pay scale and quantum of 
perquisites including, employer’s contribution to P.F/SIP, pension scheme, medical expenses, club fees etc. shall be 
decided and approved by the Board on the recommendation of the Committee and approved by the shareholders and 
Central Government, wherever required. 
2. Minimum Remuneration: 
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If, in any financial year, the Company has no profits or its profits are inadequate, the Company shall pay remuneration 
to its Whole-time Director in accordance with the provisions of Schedule V of the Companies Act, 2013 and if it is not 
able to comply with such provisions, with the previous approval of the Central Government. 
3. Provisions for excess remuneration:  
If any Whole-time Director draws or receives, directly or indirectly by way of remuneration any such sums in excess of 
the limits prescribed under the Companies Act, 2013 or without the prior sanction of the Central Government, where 
required, he / she shall refund such sums to the Company and until such sum is refunded, hold it in trust for the 
Company. The Company shall not waive recovery of such sum refundable to it unless permitted by the Central 
Government. 

 
• Remuneration to Non- Executive / Independent Director: 
1. Remuneration / Commission: 
The remuneration / commission shall be fixed as per the slabs and conditions mentioned in the Articles of Association 
of the Company and the Companies Act, 2013 and the rules made there under. 
2. Sitting Fees: 
The Non- Executive / Independent Director may receive remuneration by way of fees for attending meetings of Board 
or Committee thereof. Provided that the amount of such fees shall not exceed Rs. One Lakh per meeting of the Board 
or Committee or such amount as may be prescribed by the Central Government from time to time. 
3. Commission: 
Commission may be paid within the monetary limit approved by shareholders, subject to the limit not exceeding 1% of 
the profits of the Company computed as per the applicable provisions of the Companies Act, 2013. 
4. Stock Options: 
An Independent Director shall not be entitled to any stock option of the Company.  
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ANNEXURE 3 –  SECRETARIAL AUDIT REPORT FOR THE FINANCIAL YEAR ENDED MARCH 31, 2016 
 

SECRETARIAL AUDIT REPORT 
FOR THE FINANCIAL YEAR ENDED MARCH 31, 2016 

[Pursuant to section 204(1) of the Companies Act, 2013 and Rule No. 9 of the Companies (Appointment and 
Remuneration of Managerial Personnel) Rules, 2014] 

To, 
The Members, 
Chaitanya India Fin Credit Private Limited. 
 I have conducted the secretarial audit of the compliance of applicable statutory provisions and the adherence 
to good corporate practices by Chaitanya India Fin Credit Private Limited (hereinafter called the Company) Secretarial 
Audit was conducted in a manner that provided me a reasonable basis for evaluating the corporate conducts/statutory 
compliances and expressing my opinion thereon. 
 
               Based on my verification of the Company’s books, papers, minutes books, forms and returns filed and other 
records maintained by the Company and also the information provided by the Company, its officers, agents and 
authorised representatives during the conduct of secretarial audit, I hereby report that in my opinion, the Company 
has, during the audit period covering the financial year ended on March 31, 2016 complied with the statutory 
provisions listed hereunder and also that the Company has proper Board processes and compliance mechanism in place 
to the extent, in the manner and subject to the reporting made hereinafter: 
 
             I have examined the books, papers, minute books, forms and returns filed and other records maintained by 
Chaitanya India Fin Credit Private Limited for the financial year ended on March 31, 2016 according to the provisions of: 

(i) The Companies Act, 2013 (the Act) and the rules made thereunder; 

(ii) The Securities Contracts (Regulation) Act, 1956 (‘SCRA’) and the rules made thereunder; 

(iii) The Depositories Act, 1996 and the Regulations and Bye-laws framed thereunder; 

(iv) Foreign Exchange Management Act, 1966 and the rules and regulations made 

(v) The Regulations and Guidelines prescribed under the Securities and Exchange Board thereunder to the extent of 
Foreign Direct Investment, Overseas Direct Investment and External Commercial Borrowing; of India Act, 1992 (‘SEBI 
Act’) viz.: 

(a) The Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 2011; 

(b) The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 1992; 

(c) The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2009; 

(d) The Securities and Exchange Board of India (Employee Stock Option Scheme and Employee Stock Purchase Scheme) 
Guidelines, 1999; 

(e) The Securities and Exchange Board of India (Issue and Listing of Debt Securities) Regulations, 2008; 

(f) The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer Agents) Regulations, 1993 
regarding the Companies Act and dealing with the client; 

(g) The Securities and Exchange Board of India (Delisting of Equity Shares) Regulations, 2009; and 

(h) The Securities and Exchange Board of India (Buyback of Securities) Regulations,1998; 

(vi) And other applicable laws. 
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                 I have also examined compliance with the applicable clauses of the Listing Agreement entered into by the 
Company with the Bombay Stock Exchange. 
 
             During the period under review the Company has complied with the provisions of the Act, Rules, Regulations, 
Guidelines, Standards, etc. mentioned above except to the extent as mentioned below: 
 

1. The Company has not appointed a women director on the Board as per the requirements of Section 149 of 
the Companies Act, 2013. 

I further report that 
 
             The Board of Directors of the Company is duly constituted with proper balance of Executive Directors, Non-
Executive Directors and Independent Directors and there are no changes in the composition of the Board of Directors 
that took place during the period under review. 
 
            Adequate notice is given to all directors to schedule the Board Meetings. Agenda and detailed notes on agenda 
were sent at least seven days in advance, and a system exists for seeking and obtaining further information and 
clarifications on the agenda items before the meeting and for meaningful participation at the meeting.  
 
            Majority decision is carried through while dissenting members’ view are captured and recorded as part of the 
minutes. 
 
             I further report that there are adequate systems and processes in the Company commensurate with the size 
and operations of the Company to monitor and ensure compliance with applicable laws, rules, regulations and 
guidelines. The Company has put in a system to monitor the compliance with various labour laws applicable to the 
Company and is still in the process of ensuring complete compliance at all levels. 
 
             I further report that during the audit period, the Company has issued 10,75,000 Equity Shares of Rs. 10 each at 
a premium of Rs. 18 per share on April 09, 2015. The Company has issued Listed Non-convertible debentures of Rs. 10 
Crores 24th June 2015. Further, the Company has issued Non-Convertible debentures of Rs. 5 Crores on 15 th February 
2016 &amp; Rs. 5 Crores on 16th February 2016, which are yet to be listed. 

 
 

Place: Bangalore                                                                                                     SD/- 
Date:  May 24, 2016        Pallavi P. Rao 
          ACS No.: 24862 
          C. P. No.: 8955 
 
  
 
        This report is to be read with my letter of even date which is annexed as ANNEXURE A and forms an integral part 
of this report. 
 
ANNEXURE A 
 
To, 
The Members, 
Chaitanya India Fin Credit Private Limited. 
 My report of even date is to be read along with this letter. 
 

1. Maintenance of Secretarial record is the responsibility of the Management of the Company. My responsibility is 
to express an opinion on these secretarial records based on my audit. 

2. I have followed the audit practices and processes as were appropriate to obtain reasonable assurance about the 
correctness of the contents of the Secretarial records. The verification was done on test basis to ensure that 
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correct facts are reflected in secretarial records. I believe that the practices and processes that I followed 
provide a reasonable basis for my opinion. 

3. I have not verified the correctness and appropriateness of the financial records and Books of Accounts of the 
Company. 

4. Wherever required, I have obtained the Management representation about the compliance of laws, rules, 
regulations and happening of events, etc. 

5. The compliance of the provisions of Corporate and other applicable laws, rules, regulations, standards is the 
responsibility of the Management. My examination was limited to the verification of procedures on test basis. 

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

 
 
 
Place: Bangalore 
Date: May 24, 2016 
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ANNEXURE 4 – EXTRACT OF ANNUAL RETURN 
 

FORM NO. MGT 9 

EXTRACT OF ANNUAL RETURN 

as on financial year ended on 31.03.2016 

Pursuant to Section 92 (3) of the Companies Act, 2013 and rule 12(1) of the Company (Management 
& Administration) Rules, 2014. 

 

I.  REGISTRATION AND OTHER DETAILS 
  

    i CIN U67190KA2009PTC049494 

ii Registration Date 31-03-2009 

iii Name of the Company Chaitanya India Fin Credit Private Ltd 

iv Category/Sub-category of the Company NBFC- MFI 

v 
Address of the Registered office 
 & contact details 

NO-312, 14-P, SKYLINE SURABHI APARTMENTS, 
VIDYAPEETA MAIN ROAD, BSK 3RD STAGE, BANGALORE- 

560085. 
TEL: 080-26750010, FAX: 080-26756767 

vi Whether listed company Yes- (Debt securities listed) 

vii 
Name, Address & contact details of the 
Registrar & Transfer Agent, if any. 

Karvy Computershare Pvt. Ltd. 
7th floor| 701| Hallmark Business Plaza| 

Sant Dnyaneshwar Marg | Opp Guru Nanak Hospital 
Off Bandra Kurla Complex 

Bandra East | Mumbai - 400 051| India 
P : (022) 6149 1635 

 
II. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY 
 
All the business activities contributing 10% or more of the total turnover of the company shall be stated 

 

SL No Name & Description of  main 
products/services 

NIC Code of the  
Product /service 

% to total 
turnover  
of the company 

 
NBFC- MFI - Micro lending 641 100% 

1. JLG 
 

93.40% 

 
III. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES 

 

SL No Name & Address of the Company CIN/GLN HOLDING/ 
SUBSIDIARY/ 
ASSOCIATE 

% OF  
SHARES 
HELD 

1 

Chaitanya Rural Intermediation 
Development Services Private Ltd 
Reg off: No-312, 14-P, Skyline Surabhi 
Apartments, Vidyapeeta Main Road, 
Bsk 3rd  Stage, Bangalore- 560085. U65923KA2012PTC062537 Holding Company 100% 
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IV. SHAREHOLDING PATTERN (Equity Share capital Break up as % to total Equity) 
 

Category 
of 

Sharehold
ers 

No. of Shares held at the beginning of the year No. of Shares held at the end of the year % change 
during the 

year 

  Demat Physical Total % of 
Total 

Shares 

Dema
t 

Physical Total % of 
Total 

Shares 

  

A. 
Promoters             

 
    

              
 

    

(1) Indian             
 

    

a) 
Individual/
HUF - 1 1 0.001% 0 1 1 0.001% NIL 

b) Central 
Govt.or 
 State 
Govt. - - - - - - - - - 

c) Bodies 
Corporate
s - - - - - - - - - 

d) Bank/FI - - - - - - - - - 

e) Any 
other - - - - - - - - - 

              
 

    

SUB 
TOTAL:(A) 
(1) - 1 1 0.001% 0 1 1 0.001% NIL 

              
 

    

(2) 
Foreign             

 
    

a) NRI- 
Individuals - - - - - - - - - 

b) Other 
Individuals - - - - - - - - - 

c) Bodies 
Corp. - - - - - - - - - 

d) 
Banks/FI - - - - - - - - - 

e) Any 
other… - - - - - - - - - 

              
 

    

SUB 
TOTAL (A) 
(2) - - - - - - - - - 

              
 

    

Total 
Sharehold
ing of  - 1 1 0.001% 0 1 1 0.001% NIL 
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Promoter  
(A)= 
(A)(1)+(A)(
2) 

              
 

    

              
 

    

B. PUBLIC 
SHAREHO
LDING             

 
    

              
 

    

(1) 
Institution
s             

 
    

a) Mutual 
Funds - - - - - - - - - 

b) 
Banks/FI - - - - - - - - - 

C) Central 
govt - - - - - - - - - 

d) State 
Govt. - - - - - - - - - 

e) Venture 
Capital 
Fund - - - - - - - - - 

f) 
Insurance 
Companie
s - - - - - - - - - 

g) FIIS - - - - - - - - - 

h) Foreign 
Venture 
 Capital 
Funds - - - - - - - - - 

i) Others 
(specify) - - - - - - - - - 

              
 

    

SUB 
TOTAL 
(B)(1): - - - - - - - - - 

              
 

    

(2) Non 
Institution
s             

 
    

a) Bodies 
corporate
s             

 
    

i) Indian - 11706925 11706925 99.99% - 12781925 12781925 99.99% - 

ii) 
Overseas - - - - - - - - - 

b) 
Individual
s             
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(ii) SHARE HOLDING OF PROMOTERS 
 

Sl 
No. 

Shareholders 
Name 

Shareholding at the  
beginning of the year 

Shareholding at the  
end of the year 

% change 
in share 
holding 
during the 

i) 
Individual 
sharehold
ers 
holding  
nominal 
share 
capital 
upto Rs.1 
lakhs - - - - - - - - - 

ii) 
Individuals 
sharehold
ers 
holding 
nominal 
share 
capital in 
excess of 
Rs. 1 lakhs - - - - - - - - - 

c) Others 
(specify) - - - - - - - - - 

              
 

    

SUB 
TOTAL 
(B)(2): - 11706925 11706925 99.99% - 12781925 12781925 99.99% - 

              
 

    

Total 
Public 
Sharehold
ing 
(B)= 
(B)(1)+(B)(
2) - 11706925 11706925 99.99% - 12781925 12781925 99.99% - 

              
 

    

C. Shares 
held by 
Custodian 
for  
GDRs & 
ADRs - - - - - - - - - 

              
 

    

Grand 
Total 

(A+B+C) - 11706926 11706926 100% - 12781926 12781926 100% 
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year 

    NO of 
shares 

% of total 
shares 
 of the 
company 

% of shares 
pledged 
encumbered 
to total 
shares 

NO of 
shares 

% of total 
shares 
 of the 
company 

% of shares 
pledged 
 
encumbered 
to total 
shares 

  

1 Samit S Shetty - - - - - - - 

2 Anand Rao 1 0.001% - 1 0.001% - - 

    
 

    
  

    

  Total 1 0.001% - 1 0.001% - - 

 
(iii) CHANGE IN PROMOTERS' SHAREHOLDING (SPECIFY IF THERE IS NO CHANGE) 

SL. 
No. 

  Share holding at the beginning 
of the Year 

Cumulative Share holding 
during the year 

    

No. of Shares % of total shares 
of the company 

No of shares % of total 
shares of 
the 
company 

  At the beginning of the year 1 0.001% - - 

  

Date wise increase/decrease in Promoters 
Share holding during the year specifying 
the reasons for increase/decrease (e.g. 
allotment/transfer/bonus/sweat equity 
etc)* 1 0.001% - - 

  At the end of the year 1 0.001% 
 

  

 
(iv) SHAREHOLDING PATTERN OF TOP TEN SHAREHOLDERS (OTHER THAN DIRECTORS, PROMOTERS & HOLDERS OF 
GDRS & ADRS) 
 

SL. No   Shareholding at the end of the 
year 

Cumulative Shareholding 
during the year 

  

For Each of the Top 10 Shareholders No. of 
shares 

% of total shares 
of the company 

No of shares % of total 
shares of 

the 
company 

  At the beginning of the year 

 
11,706,925 

 99.99% 1075000 99.99% 

  

Date wise increase/decrease in Promoters 
Share holding during the year specifying 
the reasons for increase/decrease (e.g. 
allotment/transfer/bonus/sweat equity 
etc)* 12,781,925 99.99% 

  

  
At the end of the year (or on the date of 
separation, if separated during the year) - - - - 
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(v) SHAREHOLDING OF DIRECTORS & KMP 
 

Sl. No   Shareholding at the end of the 
year 

Cumulative Shareholding 
during the year 

  

For Each of the Directors & KMP No .of shares % of total shares 
of the company 

No of shares % of total 
shares of 

the 
company 

  
 
Anand Rao 1 0.001% 

- - 

  

Date wise increase/decrease in Promoters 
Share holding during the year specifying 
the reasons for increase/decrease (e.g. 
allotment/transfer/bonus/sweat equity 
etc) - - - - 

  At the end of the year 1 0.001%     

 
 
 INDEBTEDNESS 
 

Indebtedness  of the Company including interest outstanding/accrued but not due for payment 

  

Secured Loans 
 excluding 
deposits 

Unsecured  
Loans 

Deposits Total  
Indebtedness 

Indebtedness at the beginning of the financial 
year         

i) Principal Amount 111,83,32,753 43,04,000 - - 

ii) Interest due but not paid - - - - 

iii) Interest accrued but not due - - - - 

Total (i+ii+iii) 111,83,32,753 43,04,000 - - 

Change in Indebtedness during the financial year 
  - - - 

Additions 124,30,00,000 20,00,00,000 - - 

Reduction 79,48,68,647 84,70,667 - - 

Net Change 44,81,31,353 19,15,29,333 - - 

Indebtedness at the end of the financial year 
  - - - 

i) Principal Amount 156,64,64,106 19,58,33,333 - - 

ii) Interest due but not paid  - - - - 

iii) Interest accrued but not due 73,09,934 - - - 

Total (i+ii+iii) 157,37,74,040 19,58,33,333 - - 
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V. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL 

 
A. REMUNERATION TO MANAGING DIRECTOR, WHOLE TIME DIRECTOR AND/OR MANAGER: 

 

SL .No Particulars of Remuneration  
Name of the 
MD/WTD/Manager 

Total 
Amount 

1 Gross salary Anand Rao 
Samit S 
Shetty   

  
(a) Salary as per provisions contained in section 17(1) 
of the Income Tax. 1961. 2,298,290 2,298,290 

      
4,596,580  

  
(b) Value of perquisites u/s 17(2) of the Income tax Act, 
1961 - -   

  
(c ) Profits in lieu of salary under section 17(3) of the 
Income Tax Act, 1961 - -   

2 Stock option - -   

3 Sweat Equity - -   

4 Commission - -   

  as % of profit  - -   

  others (specify)  - -   

  Total (A) 22,98,290 22,98,290 4,596,580 

  Ceiling as per the Act NA NA NA 

 
B. REMUNERATION TO OTHER DIRECTORS: 

SL No Particulars of Remuneration Name of the Directors 
Total 
Amount 

1 Independent Directors K S Ravi R Nanda Kumar   

  
(a) Fee for attending board committee 
meetings 75,000 75,000 1,50,000 

  (b) Commission 0 0   

  (c ) Others, please specify 0 0   

  Total (1) 75,000 75,000 1,50,000 

2 Other Non Executive Directors Ramesh S  Mr. Ane Narasimha   

  
(a) Fee for attending  
board committee meetings 60,000  45,000 1,05,000 

  (b) Commission       

  (c ) Others, please specify.       

  Total (2) 60,000  45,000 1,05,000 

  Total (B)=(1+2) 135,000 120,000 2,55,000 

  Total Managerial Remuneration       

  Overall Ceiling as per the Act. NA NA NA 

 
C. REMUNERATION TO KEY MANAGERIAL PERSONNEL OTHER THAN MD/MANAGER/WTD 

 

Sl. No. Particulars of Remuneration Key Managerial Personnel 

1 Gross Salary CEO Company  
Secretary 

CFO Total 

  

(a) Salary as per provisions contained in 
section 17(1) of the Income Tax Act, 
1961. - 

 
 

3,84,000 3,21,034 7,05,034 
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(b) Value of perquisites u/s 17(2) of the 
Income Tax Act, 1961 - 

 
- - 

  
(c ) Profits in lieu of salary under section 
17(3) of the Income Tax Act, 1961 - - - - 

2 Stock Option - - - - 

3 Sweat Equity - - - - 

4 Commission - - - - 

  as % of profit - - - - 

  others, specify - - - - 

5 Others, please specify - - - - 

            

  Total - 3,84,000 3,21,034 7,05,034 

 
VI. PENALTIES/PUNISHMENT/COMPOUNDING OF OFFENCES:     NOT APPLICABLE 

 

Type Section of 
the 
Companies 
Act 

Brief 
Description 

Details of 
Penalty/Punishment/Compounding 
fees imposed 

Authority 
(RD/NCLT/Court) 

Appeal made 
if any (give 
details) 

            

A.  COMPANY 

            

Penalty - - - - - 

Punishment - - - - - 

Compounding - - - - - 

            

B. DIRECTORS 

            

Penalty - - - - - 

Punishment - - - - - 

Compounding - - - - - 

            

C. OTHER OFFICERS IN DEFAULT 

            

Penalty - - - - - 

Punishment - - - - - 

Compounding - - - - - 

 
 
 
 








































































