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Over the last five years of its existence, IFMR Capital has

I thank all the Directors for their outstanding

powerfully demonstrated the role of bridge institutions like itself

contributions to the Board of IFMR Capital. I want to

in enabling access to capital markets for Originators so that they

specifically mention the continuous support and

may grow more rapidly to address the vast financing needs of our

valuable guidance received from Charles Silberstein

economy. We are convinced that the needs of the Indian economy

and Susan Thomas, the two Independent Directors of

are too large and varied to be met by a few banks alone. It needs

the Company.

participation from multiple investor classes and the role of IFMR
Capital and others like it will be to ensure an orderly

I would like to congratulate and thank Kshama

transmission of liquidity from these investors to Originators

Fernandes, the Partners and the entire team at

working across different asset classes and regions of the country.

IFMR Capital for their outstanding and sustained
contributions to our shared mission.

Since inception, IFMR Capital has provided debt access of INR
40 billion to over forty Originators operating across three asset
classes: micro-loans, small business loans and affordable housing
finance. We continue to invest in every entity that we arrange
financing for to ensure complete alignment of incentives.
Approximately half of the total volume came in the financial year
FY 2013 alone, exhibiting a growth of 100 percent during this

BINDU ANANTH
President, IFMR Trust

period. Driven by continued profitability, zero credit losses and
achievement of asset class diversification, IFMR Capital received
a credit rating upgrade to ‘A’ during FY 2013. This is critical to
reducing our own cost of funding and to eventually ensuring that
the clients of our Partner Originators receive continuous and
affordable finance. Small business loans and affordable housing
finance, which were being tested in FY 2012 have grown to
become robust business lines for the Company in FY 2013. We
have sixteen Originator Partners from these segments alone.
A big milestone for us this year was the first listing of
securitised debt in India. It was very fitting that the listed
BINDU ANANTH
President, IFMR Trust

securities were those of a multi-originator securitisation, our
product that pools loans across multiple small Originators
working in different geographies. We hope that the listing of
debt and other market development initiatives provides the
necessary liquidity and transparency to enable large-scale
participation in debt markets in India.
This year, the full Board had an opportunity to spend some
detailed time with Vistaar, an institution dedicated to financing
Small and Medium Enterprises (SME). I also visited Utkarsh and
Cashpor, microfinance institutions (MFI) operating in extremely
poor communities in Eastern Uttar Pradesh. The process
discipline, rigour and client-centricity of these institutions and
other Partners remain our source of deep inspiration.
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From the

CEO’s Desk
2012-13 was a good year for IFMR Capital. We continued to grow
our business on the basis of a strong partnership culture, solid
foundations of intellectual capital and sector expertise, deep
commitment towards our clients, investors and employees alike and
an uncompromising sense of integrity.
We saw a significant increase in business volumes
and profitability. While microfinance continued to
dominate with the lion’s share of volumes, a large
number of non-microfinance partner entities were
approved and on-boarded during the year. The
number of approved partner entities increased from
twenty three to forty.
Microfinance clients
constituted sixty percent of our partner outreach
and the rest were financial institutions operating in
the Small Business Loans and Affordable Housing
Finance sectors.
We enabled a total financing of INR 19.2 billion
across three asset classes, a jump of 100 percent over
FY 2012. A wide range of products were offered by
us to our partners. This year saw us inching closer to
our goal of becoming a complete debt solutions
provider to the sectors we serve. While loans and
non-convertible debenture syndications were scaled
up during the year with significant long term funding
being availed by our partners, we offered two new
products - a guarantee product and a working capital
product.
The number of investors we work with increased
from seventeen to thirty during the year. 34 percent
of placements in FY 2013 were with new investors.
We scaled up on existing bank relationships and
established new relationships with public and
private sector banks. We saw the first investment
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into our transaction by a public sector bank. The Multi
Originator Securitization (MosecTM) structure saw greater
acceptability among investors. We closed the largest MosecTM
transaction with twelve microfinance originators. The Investor
conference held earlier in the year with the goal of increasing
visibility and awareness of the new sectors we are working in
was a great success.
We continued to be subordinated investors in our securitization
transactions. IFMR Capital currently has exposure to three
hundred and fourteen districts across twenty three states of
India. Portfolio quality continued to be strong. Cumulative
collection efficiency across transactions was 99.79 percent. We
continue to maintain the rigor of in-depth analysis pre-investment
and continuous monitoring and surveillance post-investment.
The framework for analyzing and monitoring Small Business
Loans and Affordable Housing Finance exposures was put in place
during the year. We are now well equipped to scale our business
in these asset classes. Our efforts at building proprietary early
warning risk models and analytical frameworks across sectors
continue.
Our balance sheet grew from INR 1.8 billion to INR 3 billion
during the year. We raised financing from a variety of sources
including terms loans, commercial paper and non-convertible
debentures. Operating income grew over 100 percent. Profit
margins remained strong despite higher leverage. Operating
costs as a percentage of operating income dropped. We closed
the year at a profit after tax of INR 72 million, taking the net
worth from INR 650 million to INR 722 million.
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From a markets development perspective, listing of
the first ever securitized paper in the country put
us in the league of mainstream capital markets
players. Our partnership with the Asian
Development Bank and our role as co-guarantors
along with the Asian Development Bank on the
guarantee program established us as strategic
long-term investors in the microfinance sector.
The ratings upgrade to ‘A’ reinforced our position
as a high quality institution. There was significant
expansion in the team with critical senior positions
being filled during the year. Attrition levels
continued to be lower than the industry average.
The coming year will really be about scaling up
significantly across asset classes. The focus will be
to maintain the same quality of investments and
portfolio performance as we expand. We have
projected a 100 percent growth in business. A
large proportion of this volume is expected to
come from our non-microfinance businesses. We
will add one new asset class this year. We also see
various opportunities in market making, real
sector
intermediation,
agriculture
and
warehouse receipts finance. The business
development team will explore areas which may
serve as feeders into our business pipeline for
the future. Some of these will fructify in the
coming year.























To achieve the targets we have set for ourselves, we will have
to steadily expand our base of originators and investors. We
will also have to build on existing relationships and leverage
on them. We will continue to raise the profile of our product
development and risk management effort. An emphasis on
employee training and leadership development would be
required on a continuous basis to ensure capacity building
and consistent performance as we scale up. We plan to put in
place programs that would enable enhancement of individual
and team effectiveness across the Company.

Board of Directors
Bindu Ananth

President, IFMR Trust

I would like to take this opportunity to thank the IFMR
Capital Board and the IFMR Capital Advisors group for their
unwavering support, encouragement and strategic guidance
over the years. I also thank all our investors and our business
partners for the trust and confidence placed in us. Your
continued support is invaluable in the journey towards
creating efficient and sustainable capital markets access for
the financially excluded in India. We have an ambitious
outlook and big dreams for the future. As W B Yeats put it “In
dreams begins responsibility”. Team IFMR Capital is well
poised for the future, the dreams and the responsibility that
comes along with them.

Chairperson

Charles Silberstein
Former Director,
FSA - London

Independent Director

Puneet Gupta

Sucharita Mukherjee

Director

Director

Chief Executive Officer,
IFMR Rural Finance

Dr. Susan Thomas

Faculty, Indira Gandhi
Institute for Development
Research (IGIDR)

Independent Director

Vice-Chairperson,
IFMR Trust

Samir Shah

Managing Director-in-charge,
NCDEX Limited

Independent Director

Dr. Kshama Fernandes
Chief Executive Officer and
Senior Partner, IFMR Capital

Executive Director

Advisors
Kshama Fernandes
Chief Executive Officer, IFMR Capital

W Bowman Cutter III

Former Managing Director,
Warburg Pincus

Dr. Tilman Ehrbeck

Chief Executive Officer,
CGAP

Deidra Wager

Former Executive
Vice President,
Starbucks Coffee Company

H N Sinor

Chief Executive,
Association of Mutual Funds
of India (AMFI)

Senior Management
Vineet Sukumar

Senior Partner and
Chief Financial Officer
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Kalyanasundaram C

Partner and Head - Operations

Meenal Madhukar

Senior Partner and
Chief Markets Officer

Gaurav Kumar

Bama Balakrishnan

Saurabh Jaywant

Chief Risk Officer

Partner and Head - Origination

Chief Legal Counsel
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Microfinance
The year 2013 was an excellent year for the microfinance
sector in India in terms of funding and portfolio growth.
Access to funding improved in FY 2013, with many public
sector banks in the forefront. Overall, bank lending to the
sector, which had dropped to INR 130 billion after the
microfinance crisis, is estimated to have increased to INR 180
billion during the year - a growth of nearly 40 percent. This
increased interest by banks came largely on account of
regulatory clarity on the microfinance sector and the revision
in securitization guidelines. The Reserve Bank of India
provided clarity on microfinance regulation in recent circulars
covering capital requirement, risk management, pricing of
credit and consumer protection initiatives. The present
regulation requires increased compliance and reporting
requirements for Indian microfinance institutions which has
in turn resulted in greater transparency. The revised
securitization regulations also shifted the preference from
assignment transactions to securitization transactions.
Equity inflows in the microfinance sector increased in FY 2013
- a cumulative amount of INR 10 billion of equity was injected
into microfinance institutions representing a growth of 150
percent over the previous year. Many of our partners, including
Sonata, Janalakshmi, Grameen Financial, Suryoday, Ujjivan, Satin,
Utkarsh, Equitas, and Svasti, raised equity and tier II capital
during the year.
Microfinance institutions benefited from the improved access to
debt and equity capital, and demonstrated growth. Growth was
witnessed across large as well as smaller partners. At the same
time, portfolio quality witnessed consistent improvement on
account of strong audit and risk management processes.

housing finance companies (HFC) to lend more to
low-income households. The sector also witnessed
the establishment of the first mortgage guarantee
company - an initiative of International Finance
Corporation (IFC), Asian Developement Bank
(ADB) and National Housing Bank (NHB).
The
housing
finance
market
witnessed
disbursements of around INR 150 billion in FY
2013 for loans less than INR 2.5 million. Within this,
large HFCs such as DHFL, GRUH and Mahindra
Rural Housing dominate and largely cater to a
market where borrowers are able to produce
documented proofs of income. The larger HFCs
presently constitute more than 98 percent of the
affordable housing finance disbursements.
Recently however, newer HFCs have emerged that
cater to the informal market. Such Affordable
Housing Finance Companies (AHFC) rely on their
ability to assess their clients’ income, develop
templates to understand the margins and
cashflows of local businesses, and have a strong
in-house process of credit and security verification.
The number of such AHFCs in this market and
their assets under management is currently very
small with respect to the demand - presently, they
collectively manage less than INR 8 billion.

IFMR

Affordable Housing
The rapid pace of urbanization in the country and rising
income levels continue to be the growth drivers of the
Affordable Housing sector. On the supply side, to encourage
more affordable housing development, the Reserve Bank of
India (RBI) has recently relaxed its guidelines regarding
External Commercial Borrowings for the purpose of
on-lending for low cost housing units. Earlier this year, the
National Housing Bank, a wholly-owned subsidiary of the RBI,
also reduced refinancing rates on loans up to INR 0.5 million,
incentivizing primary lending institutions like banks and

10
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Capital

has

been

supporting the cause of impact
investment across sectors. We value the
support and hand holding they provide their
clients. Through the rigor of the due diligence
they

conduct

and

through

their

own

investments in these institutions, they bring
on board other investors.

-Neeraj Sharma (CEO),
Indian School Finance Company
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Given the huge concentration and skewness in the
market segment being catered to, immense
opportunity lies ahead for players who develop
sustainable business models of lending in the
informal markets. The market has witnessed both
existing NBFCs floating new subsidiaries to
specialize in affordable housing finance (Magma
Fincorp, Au Financiers, MAS Rural Housing and
Equitas), as well as new HFCs coming up with an
exclusive focus on affordable housing finance
(MHFC, Aptus, Shubham and India Shelter). The
sector has witnessed significant equity interest early stage investors such as Sequoia Capital,
Nexus Venture Partners, Elevar Equity, Caspian
Advisors, Michael & Susan Dell Foundation, have
taken equity stakes in AHFCs
IFMR Capital believes that the AHF sector will
witness tremendous growth over the next few years
given the low base and high demand. Most AHFCs
have stabilized operations and have witnessed
excellent asset quality. At the same time, concerns
around asset liability management, limited access to
a diversified investor base and low ratings persist.

NBFCs with a sectoral focus on MSME finance such as
Electronica Finance and MAS Financial Services have steadily
developed their business for over two decades. Their unique
model of underwriting and credit delivery has helped them
scale up financing to small businesses while maintaining good
portfolio quality. The loans offered are mainly for facilitating
equipment purchases, business expansion, technology
upgradation and working capital requirements.
Over last 5 years, sensing the opportunity, a large number of
newer NBFCs have made a foray into SME lending using
innovative business models. These NBFCs evaluate informal
records that banks generally do not accept and conduct
background checks on potential customers through an
exhaustive evaluation process. In the absence of conventional
income documents, they have developed unique credit
assessment methodologies to undertake cash-flow based
evaluation of MSME financials thereby assessing their
customers economic activity.

The entrants are a mix of new entities and offshoots of
existing financial institutions. New NBFCs such as Vistaar
Finance, Kinara Capital, Agora Microfinance and Intellegrow
have commenced business with a focus on micro enterprise
lending, while others like Shriram City, Bajaj Finance, Religare
Finvest, and Au Financiers have leveraged upon an existing
branch network and customer base.
Further, it is interesting to observe that originators have
developed their own niche of operations to meet specific gaps working capital needs of corporates, equipment financing for
larger MSMEs and ongoing business requirements for smaller
businesses. Others have focused on developing their networks in
specific geographies. These new lending institutions also have
innovative processes to expand target clientele - referral systems
integrated with the supply chain, systematic cluster-based
approaches, direct marketing, and strategic relationships with
other institutions which work with the same target clientele to
name a few. Certain other institutions, such as IFMR Rural
Channels and Janalakshmi Financial Services which believe in a

holistic, livelihood-based approach to lending have
also started offering enterprise loans in their
operational area.
The asset class has witnessed significant equity
interest from a variety of investors. Early stage
investors such as Elevar Equity and Lok Capital,
development financial institutions such as FMO,
Proparco, DEG and SIDBI, as well as mainstream
private equity players such as Warburg Pincus and
Chrys Capital have entered the sector. Given the
nascent stage and vast demand, IFMR Capital
expects significant growth from existing players as
well as the emergence of newer players.
IFMR Capital is working closely with several
originators to provide them access to a diversified
investor base as well as to a wider product suite.
We expect to significantly scale up this business in
FY 2014.

IFMR Capital’s strategy and interventions will be
designed to address these concerns. Given the
inherent limitations of domestic debt markets in
providing access to long-term finance as well as
the lack of access to capital for lower rated
institutions, IFMR Capital’s focus is on developing
transaction structures with sufficient structural
risk mitigation mechanisms to incentivize
investments in these sectors. IFMR Capital has
developed Underwriting Guidelines for Affordable
Housing Finance that seek to set the standards for
quality origination in this space.

Small Business Loans
The Micro, Small and Medium Enterprises (MSME)
sector has consistently grown at a pace faster than
India’s GDP. It has however not been supported by
adequate formal financing opportunities.This is largely
because many of these businesses are in the informal
segment, and lack proper documentation and
collateral, making underwriting difficult for banks.

12
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IFMR Capital Business
Highlights

                               

IFMR Capital witnessed another year of robust growth backed by strong
relationships. During the year, we added new clients and investors, developed new
products across sectors and strengthened our existing relationships. We present
below IFMR Capital’s highlights for FY 2013.
Microfinance
Working with high-quality originators: The
year 2013 was marked by a strong re-emergence of
the microfinance sector from a trying phase in 2012.
We are happy to report that all our partners have
shown strong portfolio growth, healthy margins and
good asset quality. FY 2013 also marked a series of
firsts for IFMR Capital and helped us create better
value for our clients through path-breaking deals and
a wider product suite. During the year we enabled

financing of over INR 17 billion to our partners via rated
securitisations, term loans, guarantee-backed structures, placement
of NCDs and debt syndication. Our Origination team conducted
thirteen assessments on potential partners this year and inducted
on board five entities that met our rigorous capital markets
standards. Our pipeline for new partnerships is promising and we
hope to induct new partner institutions in this financial year. As of
end FY 2013, we have active relationships with twenty four
high-quality microfinance institutions.

Our Partners

Products and Volumes
Our Origination team tracks the microfinance sector closely and
engages in detailed strategic discussions with our partners to
ensure that they achieve their business-plan numbers by
diversifying their sources of funding. The securitisation and
on-balance sheet funding program expanded significantly in FY
2013 as did our product suite. Overall business volumes grew by
82 percent year-on-year with securitisation volume expanding 55
percent over the previous year, term loan funding growing by 39
percent and NCD placement and debt syndication volumes
exhibiting a growth of 156 percent and 260 percent respectively.
The year also saw the launch of the first of its kind large scale
partial guarantee programme. IFMR Capital partnered with the
Asian Development Bank (ADB) to provide partial credit
guarantee on loans to microfinance institutions in India. The
guarantees are part of the Microfinance Risk Participation

16
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program of ADB’s Microfinance Development
Strategy. USD 50 million of guarantees have been
carved out for IFMR Capital as part of this program.
Under the program framework, IFMR Capital
recommended eligible microfinance institutions to
ADB using its own underwritting standards. IFMR
Capital also identified the lender for the
programme and structured the transaction
enabling INR 1.95 billion of financing in FY 2013.
IFMR Capital will also provide subsequent
portfolio monitoring and surveillance support to
ADB on the underlying borrowers. Being a
co-guarantor under the facility aligns IFMR
Capital’s incentives with that of ADB and the
lenders under this program ensuring long term
sustainability of the program.
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Transactions and Highlights

in INR millions

18,000
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1,950
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500
20
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300
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6,000

Debt Syndication
NCD Placement
Securitisation

4,000
8,300
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2,000

1,410

960

940

1,950

0
FY 11

FY 12

Loans
Guarantee
Cash Credit

FY 13

Rated securitisation contributed to 73 percent of total volumes in
FY 2013. The microfinance securitisation market was estimated to
be between INR 27 - 33 billion in FY 2013. Out of this, INR 13
billion was structured and placed by IFMR Capital.

IFMR Capital has been a pillar of support to us since we started this company. We find IFMR Capital
to be always responsive to the needs of the customer. They are ahead of the curve in terms of bringing
forth relevant and efficient solutions to their customers.

-VL Ramakrishnan (CFO)

Suryoday Microfinance Private Limited
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We have closed thirty two Mosec TM transactions
since inception with nineteen in FY 2013 alone.
We have also concluded ten ADB-guarantee
backed deals and eleven syndications this year.
Of special mention from capital markets’
perspective was the first listed Mosec TM. The
senior securities of IFMR Capital Mosec TM XXII
were listed on the Bombay Stock Exchange in
January 2013. This was the first instance of listing

























of securitised debt in India since the release of SEBI’s listing
guidelines in 2011. The listing of Mosec TM XXII PTCs marks
a milestone for debt securitisation in India and is a
significant step towards greater transparency and
sustainability in our efforts towards financial inclusion. The
pool underlying this transaction was diversified across eight
originators, ten states and ninety four districts. The senior
securitised debt instruments were rated ‘A+’ (SO) by
CRISIL Limited.

Over the years IFMR Capital has created innovative structures for MFIs to raise funds. This
has helped to sustain the sector through difficult times.
Satin has been associated with IFMR Capital for nearly five years. We value the experience and expertise
which the IFMR Capital team brings in their dealings with all stakeholders. Their professional approach
and willingness to walk the extra mile is reassuring.
Jugal Kataria (CFO),
Satin Creditcare Network Limited

Listing of IFMR Capital MosecTM XXII was followed by another listed deal - Euthenia IFMR Capital 2013. The senior
securities were rated ‘A+’ (SO) by ICRA Ltd and listed on BSE in February 2013. The year also saw us conclude our largest
MosecTM thus far, both in terms of participation and size - IFMR Capital MosecTM XXX. 12 originators participated in this
INR 1 billion deal.

It has been a pleasure working with IFMR Capital. They have been a pillar of strength through the
period when the industry was crippled by the Andhra Pradesh crisis, characterized by portfolio
de-growth resulting from the complete cessation of liquidity, especially to the small and mid-sized MFIs. IFMR
Capital was able to support its partner MFIs through a mix of securitization transactions, NCD issuances and
guarantee backed structures which ensured that they managed to stay afloat. While better times augur for the
industry, the market penetration achieved by IFMR Capital would serve as a perfect launch pad for us to catapult
to the next level.
- G. Srikanth (CFO),

Asirvad MicroFinance Private Limited
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2.0%
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Profitability and consequently returns have increased considerably from March 2012 to March 2013. The higher gearing
ratios across the board confirm the increased availability of funding available to our partners.

WEIGHTED AVERAGE LEVERAGE (DEBT/NETWORTH)*
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Given below are some highlights of the sector derived using insights from IFMR Capital data.
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The measures taken by our partners in improving risk management practices have translated to improved portfolio
performance in FY 2013. The average PAR 30 (percentage of portfolio which is overdue for 30 days or more)
decreased from 0.72% in March 2012 to 0.15% in March 2013.
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They bring with them the knowledge of applying different
models ranging from housing finance for incremental housing
to small ticket micro mortgages to reach out to their target
customer segments. Extensive work is being done by our
partners to devise appropriate and innovative methodologies
for evaluating the credit worthiness of their customers.
As of the end of the financial year, we had sixteen approved
partners with eight partners each in small business and
affordable housing finance asset classes.

Kinara is the youngest company
that IFMR Capital has funded. IFMR
Capital's intervention was catalytic for our new
round of equity raise. Its ability to assess the value
of our approach and products demonstrates not
only a deep understanding of the market but more
importantly the willingness to support innovative
solutions for financial inclusion.
- Hardika Shah (CEO),
Kinara Capital.

Small Business Loans and
Affordable Housing Finance
IFMR Capital’s foray beyond micro finance into other
asset classes of relevance to low-income households
began in FY 2012. At the beginning of FY 2013, we
had in place five approved partners across the small
business finance and affordable housing finance
sectors. The focus for this year was to expand
coverage and establish IFMR Capital as an active
player in these two asset classes with the ability to
replicate the transformational effect that we have
achieved in microfinance. We built upon our
understanding of the two asset classes - Small
Business Loans and Affordable Housing and adapted
our underwriting guidelines to capture the
variations that we had seen in models of financing
across these asset classes. The plethora of models
used in this space add to the challenges of
understanding and financing these businesses.

24

Both these asset classes have attracted a lot of interest in recent
years. The entry of specialised players has been motivated by the
opportunity of reaching out to the largely underserved informal
sector and the low-income households segment. Access to
diversified and dependable sources of funds would be key to
ensuring a robust growth of these specialised financial institutions
that address the financing needs of a largely untapped market.
Our Partners in the small business loans asset class include a
wide variety of financial institutions, each catering to a specific
niche in the enterprise financing space. Our partners have
developed specialised lending models for financing of
livelihood businesses, micro-enterprises, equipment/machinery,
supply chains and even affordable private schools.

Our interactions with IFMR Capital have been very fruitful and beneficial. They have truly played a
pioneering role in getting debt funds available through various instruments for the MSME segment.
IFMR Capital’s ability to evolve a comprehensive strategy for raising debt as well as sound execution skills to make
the strategy a reality is entirely due to the quality of the team they have.
-Ramakrishna Nishtala (COO) and Brahmanand Hegde (CEO),
Vistaar Financial Services Private Limited

In the affordable housing space, our partners are largely new
generation entities promoted by experienced professionals.
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0.2%

On the business volumes front, we saw a steep increase in volumes from INR 80 million during last financial year to
INR 1,670 million this year. We enabled debt financing to our partners through a mix of on-balance sheet and
off-balance sheet transactions spanning products like plain vanilla debt, structured debt, and securitisation.
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Syndication

400

Securtisation

200

Underlying loans in this segment, typically ranging from INR 0.05 - 2 million, are much larger than MFI loans which are
under INR 0.05 million. Consequently, the tenor is also longer, sometimes as high as five years.

Working Capital
LTO

0
FY 2012

FY 2013

4%
14%
A notable breakthrough included structuring a first of its kind securitization transaction bringing in a mezzanine
investor in the small business loan securitization transaction. This structure enabled a match between the risk appetite
of the investors and the fund requirement of the originators. Small business loans are provided to individuals or
micro-enterprises for the purpose of working capital or capital investments. The following pie chart shows a
cross-section of the businesses underlying the loans that were securitised in this transaction.

41%
41%

< 0.05 million
0.05 - 0.5 million
0.5 - 1.0 million
1.0 - 2.0 million
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We have done significant work to develop investor
understanding and awareness of the small business loans and
affordable housing finance segments. As in the case of
microfinance we have developed our own risk models for
these sectors. We have also collaborated with rating agencies
to develop the relevant ratings frameworks.

6%
21%
53%
20%

Tenure
<=24

months

25 - 36 months

We have built strong partnerships that would enable the
development of the affordable housing finance and small
business loans segments. Among these is a joint project with
National Housing Bank on strengthening the existing models
for expanding access to housing finance to lower income and
informal sector households both in urban and rural areas. We
are also working towards building efficient and reliable

channels of funding for enabling large scale access to
housing finance.
Another notable partnership is a joint collaboration
with the working group on receivables based
financing, an initiative of Indian School of Business
(ISB) and key industry leaders.
We closed this year by laying a strong foundation in
these two asset classes through the pipeline of
approved partners using our underwriting
quidelines for these sectors. We now look forward
to leveraging our understanding and relationships to
scale up our business in these sectors.

37 - 48 months
49 - 60 months

We continue to see good collections in the transactions we have structured in this space, as shown below:

100%

It has been a wonderful experience working with the IFMR Capital team. They

90%

have worked as a catalyst in bringing diversification of funding to Swadhaar.
Funding availed through securitization transactions arranged by IFMR Capital is

80%

timely, cost effective and helps in balance sheet management.

70%

-Abhishek Agrawal (CFO)
Swadhaar Finserve Private Limited

60%
50%
40%
30%
20%
10%
0%
Eximius
28
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Investor Relations
2012 began on a good note as the guidelines for
securitization were finalized by the RBI bringing
clarity
for
the
product. The
rigorous
requirements stipulated for transparency, strong
monitoring and due diligence of underlying
assets and measured risk assessment resulted in
many banks looking favorably towards a
partnership with IFMR Capital.

Looking back, IFMR Capital pioneered the Multi-Originator
Securitisation (MosecTM) model in 2010 to allow small,
high-quality originators to tap into the capital markets, while
giving investors a diversified portfolio to invest in. Now, in
2013, this structure has become the mainstay of IFMR
Capital’s diaspora of products, with nineteen completed
transactions, including the largest MosecTM till date, which
crossed the INR 1 billion milestone.

Many new private banks warmed up to the idea of investing
in Mosec TM transactions this year. Further, we also
succeeded in getting private wealth investors into the fold
in sub-senior tranches, firmly establishing their comfort and
appetite for the structure.
We led the affordable housing finance and small
business loans finance sectors towards debt capital

During the year, IFMR Capital signed a first of its
kind arrangement with Asian Development Bank
(ADB). In a large scale partial guarantee program
for microfinance institutions in India, ADB
provided partial credit guarantee on loans to
microfinance institutions in India. Ratnakar Bank, a
private sector bank, acted as a domestic banking
partner for this facility to extend loans to MFIs
backed by partial guarantees. Apart from
structuring and arranging this unique transaction,
IFMR Capital took on the role of a co-guarantor
while additionally undertaking responsibility for
portfolio monitoring and surveillance support to
ADB for the length of the transaction. Using our
due diligence standards, we recommended ten
microfinance institutions to ADB to avail financing
and helped raise approximately INR 1.95 billion.
The deal reiterated the inherent strengths of the
Indian microfinance sector while demonstrating
sustainable and balanced growth.

The Asian Development
Bank (ADB) partnered
with IFMR Capital for the first ever
microfinance partial guarantee facility
in

India.

IFMR

Capital’s

in-depth

understanding of the asset classes, the
development of strong underwriting
principles to evaluate originators and
continued

monitoring

of

the

operations of every entity it deals
with, provides a very strong platform
to launch successful programs of this
nature. With its constant presence on
the ground, IFMR Capital has managed
to develop deep-rooted relationships
with its high-quality partners on one
side and strong capital market players

In another first, the senior tranche of IFMR Capital
MosecTM XXII was listed on the Wholesale Debt
Segment of the Bombay Stock Exchange on 14
January 2013. The first-ever listing of a securitised
debt instrument in India was indeed a proud
achievement for IFMR Capital. The listed multi
originator securitisation (MosecTM) involved pools
from eight MFIs covering ten states and ninety four
districts. The listing of PTCs is a big step towards
enhancing liquidity and transparency and will go a
long way in bringing microfinance to mainstream
debt capital markets.
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markets and completed four securitization
transactions totalling INR 1 billion. While this
is a small beginning, we expect the markets to
take notice of these originators and fuel a
healthy growth on the back of the
underwriting guidelines and monitoring
processes deployed by IFMR Capital.

on

the

other.

implementation

The
of

successful

the

partial

guarantee program is the result of our
strong

partnerships

and

we

look

forward to supporting many of their
new

initiatives

in

emerging

asset

classes in India.
Hasib Ahmed

Principal Investment Officer (Asia)
Asian Development Bank
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Risk Management





























During FY 2013, we significantly leveraged our comprehensive risk management
capabilities to enable capital markets access to our partners. We enhanced our
capability to do this across different products, such as guarantees and across
different business verticals such as Small Business Lenders and Affordable Housing
Finance companies. In each case, by structuring, arranging and investing in
transactions originated by high quality originators, we cemented our role of an
efficient risk transfer agent, enabling our partners to access mainstream capital
markets in a reliable manner.

The risk function, comprising of risk monitoring, portfolio-level
risk reporting & analytics and risk modeling at IFMR Capital
reports to the Risk Committee which includes Independent
Directors on the Board of IFMR Capital. The Committee meets
once a quarter. Over the last year, our capabilities were scaled
up significantly to address higher transaction volumes and
different asset classes. We enhanced our underwriting
framework and risk policy to cover new businesses that we
operate in.
The risk analytics team proactively monitors performance of

IFMR CAPITAL ANNUAL REPORT 2012-13

IFMR Capital’s extensive portfolio, evaluates
proposed transactions for the risk impact and
reports on adherence to lender and regulatory
covenants. Our risk modelling efforts in the
microfinance asset class continue to provide
insights into credit behaviour and default
distribution of microloan portfolios. The default and
loss distributions have been estimated using
repayment data from fifty securitised pools across
fourteen microfinance institutions and sixteen
states.
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During FY 2013, after successfully implementing the risk
based evaluation model for microfinance transactions, we
extended the model to cover other asset classes as well.
We also piloted portfolio level loss modelling and
pre-transaction pool audits for small business loans
finance and affordable housing finance.
On the ground, risk monitoring and field surveillance has
been one of the core strengths of risk management at

IFMR Capital. The risk monitoring function is aimed at reviewing partners’
systems, process adherence to the requirements of the lending model and
adherence to internal guidelines, compliance with regulatory requirements
such as RBI guidelines, Customer Protection and Fair Practice Code and
early identication of stress signals. With increasing volume of IFMR Capital’s
portfolio and diversity of Originators being partnered with, the monitoring
function has commensurately increased in size, scope and profile.
In the last one year, the monitoring team has made seventy three visits to
twenty seven entities including microfinance institutions, affordable housing
finance companies and small business loans companies covering nineteen
states, ninety six districts, two hundred and twelve branches, five hundred
and twenty nine centers and forty five small enterprises. During the year, we
customized our monitoring framework for small business loans and
affordable housing loans originators. A significant policy change has been to
move to a risk-based monitoring design, particularly for microfinance
institutions with the design of each visit being purposefully defined.
Through an array of cutting edge cross-functional portfolio analytics, risk
modelling and risk monitoring tools built pursuant to a comprehensive risk
management philosophy, IFMR Capital has established a leadership position
in risk management for asset classes we work in, the value of which is
recognized by investors, rating agencies and our partners.

IFMR Capital’s transaction and investment
exposure is spread across twenty three states
and three hundred and fourteen districts

Treasury

The year that went by was remarkable in many aspects. We significantly expanded our investor base, pushed origination
into new frontiers, enhanced the volume of financing enabled by 100 percent and achieved EPS growth of 117 percent.
From a financial perspective, we took several steps towards establishing our intrinsic value as a high quality provider of
risk capital in an untapped market. Some of these steps are outlined below:

IFMR Capital's contribution to the microfinance sector in general and Utkarsh in particular is
immense, especially post the Andhra crisis. They ensured liquidity to the sector through innovative
securitization structures, arranging guarantees and NCDs from multilateral agencies and by providing short-term
loans thus helping microfinance institutions diversify funding instruments. Apart from arranging funds, IFMR
Capital’s efforts at capacity building for microfinance institutions is commendable.

l We achieved a growth in operating revenues
by 122 percent in FY 2013. This was driven by
strong growth in interest income as the effect
of a larger balance sheet kicked in. Further our
fee income comprised of 31 percent of total
operating income - this percentage remained
impressively high on a larger base on account
of an increase in syndication volumes and the
ADB guarantee structure

time demonstrating that a mission such as ours could be achieved
in a profitable and sustainable manner. Our efforts were recognised
by a host of counterparties. We added six financial institutions to
our funding sources, including our first engagement from a public

- Abhisheka Kumar (CFO)

Utkarsh Micro Finance Private Limited

l Growth in expenses was contained and well
within budgets. Operating expenses went up
by 44 percent over FY 2012, primarily on
account of key hires made through the year in
risk, legal and investor relations
l On account of higher leverage, we could grow
the balance sheet by 62 percent. We closed the
year with a balance sheet leverage of 3.1
l We could scale up market making on the
subordinated tranches that we held - in FY
2013, we sold down INR 71.2 million of our
investment in subordinated tranches, while at
the same time continuing to hold a significant
share in each transaction that we arranged.
We also actively managed to de-risk our
operating revenues - by the end of the year, 40
percent of our client base comprised of
originators in the Small Business Loans and
Affordable Housing Finance asset classes. As our
work in these asset classes developed through
the year, they contributed 8 percent of earning
assets by the end of year, setting a solid
foundation for diversification in FY 2014.
Overall, we achieved our twin objectives of enabling
a much higher level access to finance to our clients
serving the financially excluded, while at the same

36

sector bank. We could raise financing through term loans, working
capital, commercial paper as well as non-convertible debentures.
However, the best testimonial of our performance was the rating
upgrade from ‘A-‘ to ‘A’ by ICRA - “The rating upgrade takes into
consideration the growth in business volumes along with
diversification into small business loans and affordable housing
finance asset classes while maintaining good asset quality.”

l

As we look ahead into FY 2014, there are several challenges
that we face:

l
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l
l

Significant increase in balance sheet size required to meet
the growing needs of our clients, as well as to diversify into
newer asset classes
Increase the capital base, allowing us to grow further as well
as de-risk ourselves
Duration of assets will significantly increase as we move
into newer asset classes, and we need to raise financing
accordingly
Interest rate risk will increase as we go forward, and may
reflect in re-pricing of liabilities / prepayment of assets
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The targets for FY 2014 are steep. However, we
are confident that with the diversification in
investor base that we have achieved, the rating
upgrade, market making ability and high quality
processes, we are in excellent shape to meet and
exceed these targets.
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Representing IFMR Capital
IFMR Capital participated in various seminars and conferences including the ‘National Conference on Securitisation’
organized by Assocham, a seminar on ‘Risk Management in Indian Microfinance’ organized by M-CRIL, ‘Assessment
of MSME Finance’ organised by IFC and ‘The Future of Banking’ conference organised by FMO.

Human
Resources
Media Footprints
Jan 15, 2013

Columbia Business
School study on
IFMR Capital
Columbia Business School has developed a
case study documenting the background and
the story behind the launch of IFMR Trust
Pioneer II, the first rated microfinance
securitization transaction to be placed with
capital market investors. The case discusses
how IFMR Capital adopted the structured

IFMR Capital’s sustained growth is the result of the
commitment of its people to clients, investors and
the sectors we focus on. The Company has put in
place strong recruitment policies, clear roles and
responsibilities, performance management systems
and sound performance-based compensation policies.
We have been able to attract the best talent in the
industry and take pride in the number of hires who
have progressed to key positions in the management.
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finance approach to create new funding

In the year under review, IFMR Capital made some key hires as we
expanded our teams in line with the growth in our business. Our
attrition levels continue to remain well below industry standards.

options for microfinance institutions. The
case attempts to answer questions related to
the appropriate transaction structure for

We believe our employees are our most valuable assets and we
are committed to their growth and development. The coming
years will see an enhanced focus on continuous training and
development of our people as they grow with us.
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non-bank

investors,

leveraging

existing

market infrastructure, alignment of interests
of the stakeholders, and scalability of the
microfinance securitization model.
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Dear Shareholders,
Your directors have pleasure in presenting the fourth annual report along with
the audited accounts of the company for the year ended March 31, 2013. The
summarised financial results of the Company are given hereunder:

Financial Results
Rupees in Crores

Particulars

As on
March 31, 2013

As on
March 31, 2012

Income

43.93

20.85

Less: Expenditure

32.94

15.87

Gross profit before depreciation

10.99

4.98

Less: Depreciation for the year

0.20

0.34

PBT (Profit before Tax)

10.79

4.64

(Current year)

3.80

0.74

Less: Deferred tax

-0.19

0.58

PAT (Profit after Tax)

7.18

3.32

from previous year

4.00

1.34

Less: Transfer to reserve

1.44

0.66

9.74

4.00

Less: Provision for tax

Profit brought forward

Directors’ Report

Balance carried forward
to balance sheet

Dividend
Due to the need for deploying the funds back into the business for the growth of your Company, your directors have not
proposed any dividend for the current year.

Operations
During the year end March 31, 2013, the company achieved a Profit Before Tax of INR 10.79 Crores, a growth of 133%
over last year.
During the year, your company has enabled financing via Securitisation transactions valuing around INR 1,337 Crores,
Loans to Originate (LTO) transactions worth INR 141 Crores, NCD placements worth around INR 50 Crores and loan
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syndication worth INR 195 Crores. In addition to this, your
company also issued guarantees of INR 195 Crores and
introduced a cash credit facility to a client worth INR 2 crores.

earlier INR 100 crores) and long term bonds from
ICRA A- to ICRA A for an enhanced overall credit
line of INR 52 crores (from an earlier INR 50 crores)

Credit Rating

Regulatory Compliance

Your directors are pleased to inform you that ICRA has
upgraded the credit rating for the company’s long-term bank
facilities from ICRA A- to ICRA A with an outlook of ‘Stable’
for an enhanced overall credit line of INR 200 crores (from an

The Company has complied with all the mandatory
regulatory compliances as required under the
Reserve Bank of India guidelines, the Companies Act,
various tax statutes and other regulatory bodies.
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Capital adequacy
The company’s capital adequacy ratio as on March 31,
2013 is 27.44% as against 41.38% as on March 31,
2012. The minimum capital adequacy ratio prescribed
by RBI is 15 percent.

Outlook for 2013-14:
Over the course of the last five years, we have
successfully demonstrated our ability to provide
efficient and reliance access to capital for our
partners. As market conditions in the microfinance
sector improved over the last year, the volume of
financing enabled by us for sectors we work in
increased by 100 percent over the previous year.
We also conducted diligence visits and approved a
large number of non-microfinance institutions
during the year. Our list of approved partners
providing small business finance and affordable
housing finance expanded to include a large number
of small to mid-size originators. In addition, we also
significantly deepened our investor outreach by
bringing on board new investors who hereto had no
exposure to sectors we deal in.
The coming year will really be about scaling up
significantly across these asset classes and doing
more with our list of existing partners. Our
emphasis on risk management and surveillance will
continue. We will focus on maintaining the same
quality of investments and portfolio performance
while ensuring that we stay relevant to originators
across products and sectors. We will add one new
asset class this year and will close the year with
investments across four asset classes.

Corporate Governance:
Your Company maintains and follows high
standards of Corporate Governance in all its
processes including voluntary adoption of good
corporate governance practices. The company has
formulated and adopted the following:

l ALM Policy
l Risk Policy
Consequent to the resignation of Ms. Sucharita Mukherjee as CEO
of the Company, she continues to be a Director on the Board and
a member of the Audit and Compensation Committees of the
Company. However, she ceases to be a member of the Credit
Committee and the Asset Liability Management Committee.

Non-acceptance of deposits:
Your Company has not accepted any public deposits during the
financial year 2012-13.

l

In the preparation of the Profit & Loss account for the financial year ended March 31, 2013 and the Balance Sheet as at
that date (“financial statements”), the applicable accounting standards had been followed along with proper explanation.

l

The appropriate accounting policies have been selected and applied constantly except for changes detailed in the notes
to accounts and such judgements and estimates that are reasonable and prudent have been made so as to give a true
and fair view of the state of affairs of the Company as at the end of the financial year and of the profit of the Company
for that period.

l

Proper and sufficient care has been taken for the maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding the assets of the company and for preventing and detecting fraud and other
irregularities;

l

The financial statements have been prepared on a going concern basis.

l

Proper systems are in place to ensure compliance of all laws applicable to the company.

Directors:

Particulars of employees:

During the year, Ms. Sucharita Mukherjee resigned as CEO of
the Company and Dr. Kshama Fernandes was appointed as the
CEO and Additional Director, with effect from 1st August 2012.
Ms. Sucharita Mukherjee continues to be a director on the
Board of the Company.

Acknowledgement:

Auditors:
M/s. Deloitte Haskins & Sells, chartered accountants, retire at the
conclusion of the ensuing annual general meeting and being
eligible, offer themselves for re-appointment.

Information as required under the provisions of Section 217 (2A) of the Companies Act 1956, read with the Companies
(Particulars of Employees) Amendment Rules 2011 is annexed to this Report as Annexure I.

The Directors wish to thank the Reserve Bank of India and other statutory authorities for their continued support and
guidance. The Directors also place on record their sincere thanks for the support and co-operation extended by the
Bankers, Share Holders of the Company.
The Directors also thank the employees of the Company for their contribution toward the performance of the Company
during the financial year.
On behalf of the Board
For IFMR Capital Finance Private Limited

Conservation of Energy, Technology Absorption
and Foreign Exchange Earnings
and Outgo:
Particulars required to be furnished in this report under Section
217 (1)(e) of the Companies Act 1956, relating to conservation of
energy and technology absorption are not applicable for the year
under review, and hence not furnished. The Company has not
carried on any foreign exchange transaction during the financial
year 2012-13.

Directors’ Responsibility Statement:
The directors’ responsibility statement as required under section
217(2AA) of the Companies Act, 1956, reporting the compliance
with the Accounting Standards is attached and forms a part of the
directors’ report.

Bindu Ananth
Director
Date: May 29, 2013
Place: Chennai

ANNEXURE-I TO DIRECTORS’ REPORT
Name

Corporate Governance Policy
Fair Practice Code
KYC and AML Policy
Short term investment Policy

The Directors accept the responsibility for the integrity and
objectivity of the Profit & Loss Account for the year ended March 31,
2013 and the Balance Sheet as at that date (“financial statements”)
and confirm that:

Age
Qualifications Designation and
(in years)
Nature of duties

Date of commencement Experience Particulars of last employment, Total Amount
of employment
(in years) post & employer
Paid (INR)

Sucharita Mukherjee*

34 MBA

Director

02-Apr-11

12

Vice President - Morgan Stanley

4,446,664

Dr. Kshama Fernandes

45 MBA, Ph.D

Senior Partner
and CEO

01-Oct-09

18

Professor & Head of Finance at
Goa Institute of Management

6,780,283

Senior Partner
and Head Investor Relations

01-Oct-09

Head - Mumbai for
Sheffield Haworth

6,213,556

Meenal Madhukar

l
l
l
l

Kshama Fernandes
Director

Vineet Sukumar

45 MBA

33 B.Tech (Hons), Senior Partner
MBA
and CFO

25-Feb-10

21

10

Director - Strategic Client
Coverage Group,
Standard Chartered Bank

6,000,004

* Employed for part of the year
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Financials

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBERS OF IFMR CAPITAL FINANCE PRIVATE LIMITED
Report on the Financial Statements
We have audited the accompanying financial statements of IFMR CAPITAL FINANCE PRIVATE LIMITED (“the
Company”), which comprise the Balance Sheet as at 31st March , 2013, the Statement of Profit and Loss and the Cash Flow
Statement for the year then ended, and a summary of the significant accounting policies and other explanatory information.
Management’s Responsibility for the Financial Statements
The Company’s Management is responsible for the preparation of these financial statements that give a true and fair view of the
financial position, financial performance and cash flows of the Company in accordance with the Accounting Standards referred to in
Section 211(3C) of the Companies Act, 1956 (“the Act”) and in accordance with the accounting principles generally accepted in India.
This responsibility includes the design, implementation and maintenance of internal control relevant to the preparation and
presentation of the financial statements that give a true and fair view and are free from material misstatement, whether due to fraud
or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with the Standards on Auditing issued by the Institute of Chartered Accountants of India. Those Standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and the disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the Company’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control. An audit also includes evaluating the appropriateness of the accounting policies used and the reasonableness of the
accounting estimates made by the Management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion and to the best of our information and according to the explanations given to us, the aforesaid financial statements
give the information required by the Act in the manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India:
(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 31st March, 2013;
(b) in the case of the Statement of Profit and Loss, of the Profit of the Company for the year ended on that date; and
(c) in the case of the Cash Flow Statement, of the cash flows of the Company for the year ended on that date.
Report on Other Legal and Regulatory Requirements
1. As required by the Companies (Auditor’s Report) Order, 2003 (“the Order”) issued by the Central Government in terms of
Section 227(4A) of the Act, we give in the Annexure a statement on the matters specified in paragraphs 4 and 5 of the Order.
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2.

As required by Section 227(3) of the Act, we report that:
(a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for
the purposes of our audit.

ANNEXURE TO THE INDEPENDENT AUDITORS’ REPORT
(Referred to in paragraph 1 under ‘Report on Other Legal and Regulatory Requirements’ section of our report of even date)

(b) In our opinion, proper books of account as required by law have been kept by the Company so far as it appears from our
examination of those books.

Having regard to the nature of the Company’s business / activities / results during the year, clauses (ii), (vi), (viii), (x), (xii), (xiii), (xvi),

(c) The Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement dealt with by this Report are in
agreement with the books of account.

(i)

(xviii) and (xx) of paragraph 4 of the Order are not applicable to the Company.
In respect of its fixed assets:

(d) In our opinion, the Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement comply with the
Accounting Standards referred to in Section 211(3C) of the Act.

(a) The Company has maintained proper records showing full particulars, including quantitative details and situation of fixed

(e) On the basis of the written representations received from the directors as on 31st March, 2013 taken on record by the
Board of Directors, none of the directors is disqualified as on 31st March, 2013 from being appointed as a director in terms of
Section 274(1) (g) of the Act.

(b) The fixed assets were physically verified during the year by the Management in accordance with a regular programme of

assets.

verification which, in our opinion, provides for physical verification of all the fixed assets at reasonable intervals. According to
the information and explanation given to us, no material discrepancies were noticed on such verification.

For DELOITTE HASKINS & SELLS

(c) The fixed assets disposed off during the year, in our opinion, do not constitute a substantial part of the fixed assets of the

Chartered Accountants

Company and such disposal has, in our opinion, not affected the going concern status of the Company.

(Firm Registration No. 008072S)
(ii)

The Company has neither granted nor taken any loans, secured or unsecured, to/from companies, firms or other parties covered
in the Register maintained under Section 301 of the Companies Act, 1956.

Bhavani Balasubramanian
(Partner)

(iii)

Membership No. 22156

In our opinion and according to the information and explanations given to us, there is an adequate internal control system
commensurate with the size of the Company and the nature of its business for the purchase of fixed assets and for the sale of
services and during the course of our audit we have not observed any continuing failure to correct major weaknesses in such

Chennai, May 29, 2013

internal control system.
(iv)

To the best of our knowledge and belief and according to information and explanations given to us, there are no contracts or
arrangements that need to be entered in the register maintained in pursuance to Section 301 of Companies Act, 1956.

(v)

In our opinion, the internal audit functions carried out during the year by firm of Chartered Accountants appointed by the
Management have been commensurate with the size of the Company and the nature of its business.

(vi)

According to the information and explanations given to us, in respect of statutory dues:
(a) The Company has generally been regular in depositing undisputed statutory dues, including Provident Fund, Income-tax,
Service Tax, Cess and other material statutory dues applicable to it with the appropriate authorities. The undisputed statutory
dues relating to Investor Education and Protection Fund, Employees’ State Insurance, Sales Tax, Wealth Tax, Customs Duty and
Excise Duty are not applicable to the Company.
(b) There were no undisputed amounts payable in respect of Provident Fund, Income-tax, Service Tax, Cess and other material
statutory dues in arrears as at 31st March, 2013 for a period of more than six months from the date they became payable.
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ANNEXURE TO THE INDEPENDENT AUDITORS’ REPORT (Contd.)

(c) Details of dues of Income Tax, Sales Tax, Service Tax and Cess which have not been deposited as on 31st March, 2013 on
account of disputes are given below:

(vii)

Nature of Statute

Nature of Dues

Finance Act, 1994

Service Tax

Forum where
Dispute is Pending

Period to which
the Amount Relates

Amount
Involved (Rs.)

Commissioner of

Financial Year

Rs. 8,53,816

Service Tax

2009-10 to 2011-12

(Previous Year Rs Nil)

In our opinion and according to the information and explanations given to us, the Company has not defaulted in the repayment of
dues to financial institutions, banks and debenture holders.

(viii) Based on our examination of the records and evaluation of the related internal controls, the Company has maintained proper
records of the transactions and contracts in respect of its dealing in other investments and timely entries have been made therein.
The aforesaid securities have been held by the Company in its own name.
(ix)

In our opinion and according to the information and explanations given to us, the terms and conditions of the guarantees given
by the Company for loans taken by others from banks and financial institutions are not, prima facie, prejudicial to the interests
of the Company.

(x)

According to the information and explanations give to us and on the basis of the maturity profile of assets and liabilities with a
maturity profile of one year, as given in the Asset Liability Management Report, assets maturing in the next one year are in excess
of the liabilities of similar maturity by Rs. 498,501,769.

(xi)

According to the information and explanations given to us, during the period covered by our audit report, the Company had
issued 160 debentures of Rs.10,00,000 each. The Company has created security in respect of the debentures issued.

(xii)

To the best of our knowledge and according to the information and explanations given to us, no fraud by the Company and no
material fraud on the Company has been noticed or reported during the year.

For DELOITTE HASKINS & SELLS
Chartered Accountants
(Firm Registration No. 008072S)

Bhavani Balasubramanian
(Partner)
Membership No. 22156
Chennai, May 29, 2013
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