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Be a significant microfinance institution
in improving the quality of lives of the
underprivileged

M

To support opportunities for underprivileged by providing
access to financial & non financial services through
optimal & innovative use of resources in
sustainable and scalable manner

FROM THE MD & CEO'S DESK

^^Utkarsh is among very
few MFIs that could get
investment support in
the current environment.
With the conclusion
of INR 250 mn investment
round by Aavishkaar Goodwell,
IFC and NMI, the company is
very well placed in terms of

**

capital base.

Govind Singh - MD & CEO
Dear Stakeholders,
It is great to connect back when the microfinance sector is looking up. Around eleven months time from middle of October
2010, the sector faced the toughest period in the history of microfinance movement. It was a real challenge to keep the
activities running smoothly during this phase.
The sector is slowly coming back to “new normal” in post RBI regulation period. It was a welcome step to get clarity from
the regulator on various aspects of NBFC MFI activities. While it brings lot of pressure on overall operations for
microfinance sector, more particularly the smaller entities, better clarity is helping the institutions in streamlining the
processes and reaching the banks and financial institutions for funding support. There is lot of positivity towards the
sector during the quarter 2 and it is expected that with the support from all the stakeholders, we will emerge stronger in
days to come and play significant role in financial inclusion agenda of the nation.
We at Utkarsh, utilised the period from October 2010 to June 2011 in reviewing each and every aspect of operations of the
company. Lot of emphasis was put on training of employees at each level. It provided us breather to assess our operation
and make it even more robust for growth in next phase. Lot of time and energy was invested into looking at operational
efficiency part closely. With lot of pressure on margins, it remains one of the top priorities of the company to ensure cost
rationalisation throughout.
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With renewed activities all across, team Utkarsh looks forward to realise the vision and mission of the company. The
company is having the approach of cautious growth during the rest of the period in the current financial year. Besides,
increasing penetration in the Eastern Uttar Pradesh, where the company already has 50 branches, the large focus for the
current fiscal will be on expanding in the state of Bihar. The company will be able to make its presence felt in the state of
Bihar with sizeable portfolio in second half of current fiscal. In addition, the company will explore the opportunity of
expansion in the states of Uttarakhand and Madhya Pradesh.
The target clients for microfinance has been the underprivileged population requiring financial assistance of upto Rs.
25,000. However, the people requiring financial assistance of more than Rs. 25,000 to Rs. 2,00,000 are largely
underserved as they are neither serviced by microfinance institutions nor by the commercial banks. Utkarsh is keen to
understand their requirements in detail and look at appropriate products and processes to reach them out. The company
will also explore other financial products that are required by our members.
The funding remains the key raw material for growth of the company. Towards, this end, Utkarsh is among very few MFIs
that could get investment support in the current environment. With the conclusion of INR 250 mn investment round by
Aavishkaar Goodwell, IFC and NMI, the company is very well placed in terms of capital base. This not only strengthens
the company's position with social sector focus investors with us but also provide required confidence to the debt
providers. The company is confident that it would get adequate debt support from our existing and new funding partners
to meet the requirements in months to come.
The credit plus initiatives are important part of company's long term strategy and vision. Towards this end, the company
has taken initiatives in providing vocational training, market linkages and financial literacy. It is the belief of the company
that credit and non credit, both are important parts in making social impact to the underprivileged households in the
society. The company is also going to make Social Performance Management ( SPM) as one of the key initiatives in the
second part of this fiscal year. The company has been laying emphasis on responsible lending from the beginning of the
operations of the company, whereby it is ensured that over-indebtness, multiple borrowing and fair & transparent
treatment to the clients is ensured. SPM will further improve quality of operations to bring positive impact for the clients of
Utkarsh. The company will soon go for social rating exercise.
The company is committed to growth with sound financial base, robust process support and long term clients focus in
mind. Everyone associated the company is aligned with these medium and long term goals of the company.
I take this opportunity to express my gratitude to all the stakeholders of the company for their contribution in making
Utkarsh an institution that works for the basic purpose of microfinance.

Warm Regards

Govind Singh
(MD & CEO)

30 September, 2011

5

MANAGEMENT DISCUSSION & ANALYSIS
Company Background :
Utkarsh Micro Finance Pvt. Ltd (formerly known as Shre Pathrakali Finance Co. Pvt. Ltd.) is registered with the Reserve
Bank of India as Non Banking Finance Company (NBFC). Its registered and corporate office is in Varanasi (Uttar
Pradesh). With an objective to do micro finance business, the company started ground work in July 2009, by surveying the
potential areas, recruitment and training of staff, equity mobilization, board constitution etc. It set up 4 branches in
Varanasi district & within 2 years it expanded its operations to 14 districts across Uttar Pradesh & Bihar. It provides
financial services like credit & insurance to the underprivileged sections of society. It also provides non financial services
like financial literacy, vocational training & market linkages through a separate legal entity
Management Discussion & Analysis :
Introduction :
The fast growth of the sector, high investor interest, and continued strong operational and financial performance had
generated a lot of debate among various stakeholders, including leaders, media and the public alike. Allegations of higher
rate of interest charged to the clients, coercive methods used to collect repayment, and multiple lending brought bad name
to the sector. In response to media reports of microfinance customers committing suicides, the Government of Andhra
Pradesh intervened by introducing very stringent regulation on Micro Finance activities in that state. There was complete
break down of micro finance activities and the repayment rate came down to 10-15% from more than 98% in Andhra
Pradesh.
RBI addressed the regulatory uncertainty by constituting a sub-committee chaired by Mr. Malegam. On 3rd May 2011,
RBI came out with the broad framework of regulations recommended by the Committee and implemented the first phase
of the recommendation while promising to implement the remaining shortly. Phase I regulation by RBI includes key
issues such as lending rate cap, margin cap and total exposure per borrower. The draft micro finance bill placed by
Ministry of Finance in public domain in July 2011 represents a major step forward in the government's engagement with
the micro finance sector. This has given confidence to all the stakeholders about the sector and its role in financial
inclusion.
Business Model :
Utkarsh targets the women in households who are engaged in income-generating activities, or who intend to begin new
income-generating activity on their own. Women are formed into joint liability groups (JLGs)--under the Grameen Bank's
lending model--that are accessed and assisted by branches to provide financial services. JLGs congregate at Centres
consisting of members not exceeding 30, and the group-lending technique is used to extend loans to women members. The
key criteria for organising into JLGs are that potential members should be married women in the age group of 21-55 years,
and should be from same area, and be known to each other. The methodology includes fortnightly Centre meetings and
'stepped-up' loans that can grow each time a client takes a loan and successfully repays, thereby demonstrating good
creditworthiness and has need for higher loan. Loan to a client is recommended by her centre, which then takes collective
responsibility for repayment of the loan.
As part of constant endeavour to design products suitable to clients and also improve the efficiency in delivery of the
product/ services, Utkarsh has moved to fortnightly mode of collection from the weekly mode. It has received very good
response from the clients. Utkarsh is committed to bring in more products based on clients requirements. However, the
clients are provided option to select suitable repayment period.
Operational Performance :
Utkarsh started its operation in September 2009, by setting four branches in Varanasi district of Eastern Uttar Pradesh. In
two years of operations, it disbursed Rs. 1160 mn to more than 85000 borrowers, through 57 branches. It expanded its
operations to 11 districts of eastern Uttar Pradesh and 3 districts of Bihar.
The company has been able to maintain excellent portfolio quality, with only 4 clients in arrear. This has been possible
because of the robust system and processes. Utkarsh is one of the few MFIs where GRT is conducted by the Area Manager
and not the Branch Manager. The company places lot of emphasis on loan utilization checks and attendance tracking of
each member. These measures along with proper monitoring have resulted in having excellent portfolio quality.
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MANAGEMENT DISCUSSION & ANALYSIS
Financial Performance :
As per the audited financials, March 31, 2011, the company achieved a PBT of Rs 10 mn. This is laudable as this was the
first full year of operation of the company. It fell short of only Rs 0.4 mn to achieve cumulative breakeven. However, the
company was able to achieve the cumulative breakeven in April 2011. The company also reported a PBT of Rs 2.6 mn in
June 2011.
Resource Mobilization :
Utkarsh received Rs 60.0 mn from Aavishkaar Goodwell and Rs 158.0 mn from Norwegian Micro Finance Initiative in the
form of Compulsorily Convertible Debenture & Compulsorily Convertible Preference Shares respectively. This takes
Utkarsh in the selected list of MFIs who have received equity in last one year
Utkarsh received sanction of Rs 600 mn from banks and financial institutions post the AP ordinance. It was also able to get
sanction from four new funders. This is remarkable for a small MFI and it gives immense satisfaction to Team Utkarsh that
its hard work is being recognized and appreciated.
Voluntary reduction of rate of interest & processing Fees :
Utkarsh is committed to scale up its operation and pass on the benefits arising out of economies to the ultimate borrowers.
All the stakeholders of Utkarsh are aligned to this fundamental of reducing rates with increasing level of operations. In line
with its commitment, Utkarsh voluntarily reduced its rate from 31.74% to 28.18%, and processing fees from 2% to 1% on
March 15, 2011. The same was further reduced to 25.94%. wef May 15, 2011 as per RBI guidelines.
Audit & Internal Control :
Utkarsh has an Internal Audit Department headed by a banker. There are three types of audit- Snap Audit, Short Audit &
Comprehensive Audit. Each branch undergoes one type of audit at least once in a month. Apart from audit of documents
and registers, emphasis is given on field processes like sourcing of clients, centre meetings, loan utilization check etc. An
immediate attention report, followed by detailed report is sent to the branches. The closure of all outstanding audit issues
have to be done within 14 days. The comprehensive audit, as the name suggests, includes audit on all parameters- Branch
Infrastructure, Field processes, cash management, HR issues, Legal & Compliance issues, adherence to code of conduct
etc. Based on the audit, score is assigned to each branch.
Systems :
Utkarsh recognizes that one of the success mantra for scalability is proper systems and technology. The company has a
software which is user-friendly, browser based application, with an integrated Accounting module. Information is
produced in user-required formats, which facilitates better understanding, setting priorities, objectives and strategy
Detailed information is captured on customers and their activities that can then be used to assess client business to assess
impact.
Risk Management :
Utkarsh has created a new department- Risk Management. The objective of setting up this department is to analyze the
risks associated with our policies and processes, introduction of new products and expansion in new geographies. This
department has been created at a very appropriate time, when the risk associated with micro finance has changed
significantly.
Human Resources :
The existence of a human resources department is vital to the overall productivity and efficiency of the strong work force
in any thriving company. This is more true in micro finance industry, where the employee at the field level is the point of
contact between the company and the client. At Utkarsh the role of Human Resources is not limited to recruitment, training
and promotion, but involves a lot of observation and analysis. It has the task of creating a professional and transparent
organization where meritocracy is the only ladder to success.
Despite the sector going through a tough phase, Utkarsh had a normal evaluation based promotion & increments during
the year. To reward and retain the talent, the company extended the ESOP scheme to middle management.
The company places lot of emphasis on induction training for all new joinees irrespective of grade, regular refresher
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MANAGEMENT DISCUSSION & ANALYSIS
training & behavioural training for middle management. Utkarsh provides both induction and refresher training to all the
staffs. There is lot of thrust on responsible financing in the training curriculum. The topics covered are mission and vision
orientation, fair, equitable and dignified treatment of clients, clear communication of product, rate of interest charged to
the borrowers, tenor, and related details, non coercive recovery methods, dangers of multiple borrowings, gender and
social sensitivity etc. Refresher training is conducted in every quarter. The behavioural and soft skill training will help the
middle management to shoulder higher responsibilities.
The mantra of the company “to keep the employees motivated” has seen one of the lowest attrition rate in the sector.
ICRA Grading :
The company had gone for grading in June 2011. It received grading of 3+ . The strengths highlighted by ICRA Ltd are:
1. Experienced and professional management team, good second line of management team as well.
2. Strong investor profile, with IFC and Aavishkaar Goodwell as the investors, company continues to receive equity even
post Andhra Crisis.
3. Good Internal Audit, Loan monitoring and collection and MIS systems
4. Relatively prudent credit policies, as company does not offer mid term loans, lends to people staying for at least 3 years
at same location, performs borrower wiser cash flow analysis.
5. Incentives to loan officers capped beyond forming - 75 members per month thus reducing the risks associated with high
growth by compromising portfolio quality.
6. Company has maintained good asset quality indicators with 100% recovery so far.
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MANAGEMENT DISCUSSION & ANALYSIS
Credit Plus Activities
1.

Financial Literacy : Under this programme, a detailed curriculum project proposal and budgeting has been
completed. There is a separate module for different kinds of financial literacy programme which has been prepared.
The team has undergone a training programme with ISMW and is ready for launch.

2.

Vocational Training : Under this programme, women have been trained to make agarbatti (incense sticks). The
effort does not stop simply by providing training but providing raw material at door step and also linking the output
with the market.

3.

Client Meet : Several client meet have been organized by the company. These meetings are for raising awareness
about social issues, over indebtedness, managing family income etc.

4.

Contribution : Utkarsh has contributed 0.5% of revenue (October 2010- March 2011) for credit plus activities. It
has also committed to contribute 3% of its PBT in FY 2011-12 & 2% of its PBT subsequently.
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BOARD OF DIRECTORS
Ajai Raj Sharma
He joined the Indian Police Service in 1966 and served in several sensitive districts of Uttar
Pradesh, from 1970 to 1982. As a Deputy Inspector General of Police, Faizabad Range U.P, he
was in charge of six districts, and subsequently was posted in Bareilly and Lucknow zones as the
Inspector General of Police. In July 1999, he was appointed Commissioner of Police ,Delhi. On
completion of a record three years tenure as Commissioner of Police, in June 2002 he was
posted as Director General, Border Security Force - the world's largest border guarding force .
Some notable awards that Mr. Ajai Raj Sharma has received are the Police Medal for
Meritorious Service, the President's Police Medal for Distinguished Service and the President's
Police Medal for Gallantry besides many others
Ajay Maniar
He has over 14 years experience across rating agencies & banks. He started his career with
CARE (a credit rating agency ) & then worked with HDFC Bank& Citi Bank. He has
successfully undertaken diverse role within the risk domain. He has extensive experience in
dealing with large, mid-size and small business units. He is a chemical engineer & has done his
Masters in Management Studies (MMS) from Jamnalal Bajaj Institute of Management Studies
(JBIMS), Mumbai, 1996.

Henning Haugerudbraten
He is the Investment Director of the NMI Frontier Fund. Prior to joining NMI, Mr.
Haugerudbråten was with McKinsey & Company, the management consultancy, in Oslo. He
served clients in financial institutions, private equity and other sectors, focusing on strategic
planning, corporate finance and investment due diligence. Prior to McKinsey, Mr.
Haugerudbråten worked for Norway's central bank on the management of Norway's sovereign
wealth fund, and prior to this as a risk management officer at the World Bank. Mr.
Haugerudbråten is a graduate of Johns Hopkins University's School of Advanced International
Studies (SAIS) and is a CFA charterholder.

Ramni Nirula
She is currently associated with ICICI Foundation. She was Senior General Manager in ICICI
Bank and was responsible for Corporate Banking and Government Banking Group. She served
as Managing Director and Chief Executive Officer of ICICI Securities of ICICI Bank Ltd. from
January 1, 2003 to January 31, 2004. She has more than three decades of experience in the
financial sector. She joined ICICI in 1975 and held various positions in the northern regional
office of ICICI. She has been a Director of Jindal Steel & Power Ltd, Abhishek industries Ltd,
Ballarpur Industries Ltd. Ms. Nirula holds a Masters in Business Administration from Delhi
University.
Vijayalakshmi Das
Ms. Vijayalakshmi Das is the Managing Director of Ananya Finance for Inclusive Growth
Private Ltd. Earlier she was the chief executive of FWWB, and through it Ms. Das was active
in building apex funding mechanisms that provide linkages between development banks and
NGOs. She has served as a member of the Policy Advisory Group (PAG) of the Consultative
Group to Assist the Poorest (CGAP). She serves on Board of Access Development Services,
Cashpor Micro Credit , Invest India Micropension Services etc. Ms. Das holds Master's degrees
in Economics and Urban and regional planning
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BOARD OF DIRECTORS
Govind Singh
He is former Business Head for Microbanking at ICICI Bank. In this capacity, he oversaw a
microfinance portfolio of over Rs. 26.0 bn (the then largest for any commercial bank in India),
relationships with over 100 MFIs, as well as the Business Correspondent and Bulk Jewel Loan
businesses. He turned around ICICI Bank's microfinance business, with impressive growth in
the book size, while improving the portfolio quality substantially. A banker for over 22 years, he
was previously the Business Head for Rural and Agri Liabilities, and the Trust, Societies,
Associations, and Clubs (TASC) segment. He also has extensive experience with the Retail
Liabilities group and Retail Infrastructure Group. He has worked previously with State Bank of
Patiala, Surya Roshni group (Financial services), Bank Internasional Indonesia and Axis
Bank. He was also nominated by ICICI Bank on the Boards of Cashpor Micro Credit and
Asmitha Microfin Ltd. He was a member of the RBI's Working Group to Review the Business
Correspondent Model. He traveled to Brazil and South Africa in 2007 as part of an RBI study
team for financial inclusion.
Trilok Nath Shukla
He was the General Manager in Cashpor Micro Credit, Varanasi and was part of Head office
Operations Team. In addition he also headed Human Resources Division. Earlier he was
heading the Mirzapur district, which is the oldest and largest district in terms of portfolio. He is
an MA in Sociology from Purvanchal University, UP and holds Advance Diploma in Rural
Technology Development and Management from IERT Allahabad. He joined Cashpor in
September 1997 and since then has handled various responsibilities in Operations, Audit, Risk
& HRD. He has attended several training programs in and outside India, including visit to
Grameen Bank, Bangladesh, Boulder Program held in Italy and IIM Ahemedabad.

Board Level Committees
a) Audit Committee
d) Credit Committee
1. Mr. Ajay Maniar
2. Ms Ramni Nirula
3. Ms. Vijayalakshmi Das

1. Ms. Ramni Nirula
2. Mr. Govind Singh
3. Mr. Trilok Nath Shukla

b) Compensation Committee
e) Share Allotment Committee
1. Mr. Ajai Raj Sharma
2. Mr. Ajay Maniar
3. Mr. Trilok Nath Shukla

1. Mr. Ajay Maniar
2. Mr. Govind Singh
3. Mr. Trilok Nath Shukla

c) Committee for Corporate
Governance
1. Mr. Ajai Raj Sharma
2. Ms. Vijayalakshmi Das
3. Mr. Govind Singh
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SENIOR MANAGEMENT
Abhisheka Kumar
He is an MBA from Institute of Rural Management, Anand (IRMA). He was the Regional HeadMicrofinance Division, for North Region in ICICI Bank before he moved to Utkarsh. In ICICI
Bank, he handled various responsibilities in Microfinance Division, both in Product &
Relationship Management function. As a Regional Head for microfinance business in Northern
Region, he was responsible for growth in business, profitability, Stressed assets management
and client monitoring. Before ICICI Bank, he worked with Friends of Women's World Banking
(India) (FWWB), Ahmadabad. His key responsibilities in FWWB were monitoring and
providing Technical Assistance to nearly 35 Micro Finance Institutions in Tamil Nadu, Kerala,
Andhra Pradesh, W. Bengal and Orissa. Prior to his MBA from IRMA, he had a stint with Times
of India for 2.5 years.

Trilok Nath Shukla
He was the General Manager in Cashpor Micro Credit, Varanasi and was part of Head office
Operations Team. In addition he also headed Human Resources Division. Earlier he was
heading the Mirzapur district, which is the oldest and largest district in terms of portfolio. He is
an MA in Sociology from Purvanchal University, UP and holds Advance Diploma in Rural
Technology Development and Management from IERT Allahabad. He joined Cashpor in
September 1997 and since then has handled various responsibilities in Operations, Audit, Risk
& HRD. He has attended several training programs in and outside India, including visit to
Grameen Bank, Bangladesh, Boulder Program held in Italy and IIM Ahemedabad.

Sulabh Jain
He is an MBA from Symbiosis Institute of International Business. He has over 12 years of
experience in Agri- Business & Micro Finance. His last assignment in ICICI Bank, before
joining Utkarsh was as Relationship Manager for Micro Finance business of Eastern Uttar
Pradesh & Bihar. Prior to micro finance, he handled small and medium enterprises, involved in
agri-business to extend working capital finance and commodity based finance by assessing
their credit worthiness on various financial and non financial parameters. Prior to ICICI Bank,
he worked with Jain Agro Products- Ghaziabad and looked after formulation & standardization
of protocols of new products to be introduced as well as looking at the production activity that
included quality assurance, procurement of raw material and managing production team . He
has also worked as an entrepreneur and was involved in cultivation and marketing of Cut
Flowers, Exotic Vegetables and Mushrooms.

Manoj K Mishra
He is an MBA & has more than 11 years experience in HR & Admin. He has worked in both
social as well as corporate sector. Before joining Utkarsh, he was the Group Head- HR in Samal
group of Industries, Odisha. He had a long stint with Air Credit cooperative, Cuttack, which is a
sister organization of Asian Institute of Rural Regeneration.
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SENIOR MANAGEMENT

Shyam Sunder Rai
He is a Chartered Accountant by profession with over 10 years of experience in Accounts,
Taxation & Audit in large and medium sized finance industries. He was associated with M. B.
Gabhawala & Co, Chartered Accountants as Partner before moving to Utkarsh. In past, he
served as Head of Accounts in one of the largest MFIs in this region.

Sanjay Singh
He has more than 9 years experience in micro finance operations. He was Assistant General
Manager in Cashpor Micro Credit, Varanasi before he moved to Utkarsh. He has exposure in
almost all the districts in Eastern UP. His last assignment in Cashpor was as the District Head of
Mirzapur and handled the largest district for Cashpor in terms of portfolio. He has attended
several training programs in and outside India, including visit to Grameen Bank, Bangladesh.

Abhishek Verma
He is an IT professional and was the Head of IT in a Micro finance Company, and has more
than 6 years experience in microfinance sector. He has been instrumental in putting efficient
system at Utkarsh, incorporating multiple customization to suit ever-changing microfinance
landscape.

Indra Deo Pandey
He is a law graduate & an MBA. He has more than 10 years experience in law, finance &
secretarial matters. Before joining Utkarsh, he worked with International Federation for
Agricultural Development in Uttarakhand and was primarily involved in financial and risk
management.
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OPERATIONAL PERFORMANCE
Loan Product
Utkarsh Pragati ( For Income Generation purpose only)
Loan Amount :
The Philosophy of Utkarsh is to start with small, short-term loans compatible with the client's household cash flow and
the members' comfort of giving mutual guarantee to the other people in the group. The minimum loan size for the first
loan is a way of testing the applicants and the market, while limiting the institution's exposure to unknown clients.

LOAN
AMOUNT

1st Cycle: Rs. 6000, Rs. 8000 & Rs. 10000
2nd Cycle: Rs. 10000, Rs. 12000 &Rs. 15000
3rd Cycle and above: Rs. 10000, Rs. 15000, Rs. 18000

TENURE

52 weeks/29fortnights/12 months for loan between Rs. 6000-15000
104 weeks/ 52 fortnights /24 months for loan above Rs. 15000

Member Growth

68,270
58,623

62,779

50,710
39,387
20,302

Jun'10

18

Sep'10

Dec'10

Mar'11

Jun'11

Sep'11

OPERATIONAL PERFORMANCE

Members-Active Clients
70,000
60,000
50,000
40,000
30,000
20,000
10,000
Jun'10

Sep'10

Dec'10

Members

Mar'11

Jun'11

Sep'11

Active Clients

Cumulative Disbursement
Cumulative Disbursement (Rs. in Mn)
1,165
880
542
242
Jun'10

712

388
Sep'10

Dec'10

Mar'11

Jun'11

Sep'11

19

OPERATIONAL PERFORMANCE

Outstanding
Outstanding (Rs in Mn)

449

300

319

Dec'10

Mar'11

322

270

139

Jun'10

Sep'10

Jun'11

Sector Wise Outstanding
Agriculture
7%

Trade
37%

Live Stock
36%

Service
16%

20

Production
4%

Sep'11

OPERATIONAL PERFORMANCE

Active Clients per Credit Officer

136
Jun'10

183
Sep'10

230

Dec'10

285

Mar'11

315

Jun'11

318

Sep'11

Repayment Rate
100%
80%
60%
40%
20%
0%
Jun'10

Sep'10

Dec'10

Mar'11

Jun'11

Sep'11

21

24

FINANCIAL PERFORMANCE

Networth
Networth (Rs in mn)

347

188

120

126

84
68
Jun'10

Sep'10

Dec'10

Mar'11

Jun'11

Sep'11

Capital Adequacy Ratio

100%
76%
47%
30%

Jun'10

Sep'10

38%

Dec'10

43%

Mar'11

Jun'11

Sep'11
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FINANCIAL PERFORMANCE

Shareholding Pattern
ESOP Intellecash
1%
3%

Promoters
15%

Individual
Shareholder
33%

IFC
17%

Aavishkaar Goodwell
31%

Funder Wise Sanction
Reliance Capital HDFC
Bank
4%
3%
Mahindra Finance SIDBI
5%
5%
DCB
5%
Dhanlaxmi Bank
7%

IFMR Capital
23%

MAS Financial
22%

Ananya Finance
9%
Ratnakar Bank
26%

26

NABARD
0.5%

FINANCIAL PERFORMANCE

Cumulative Sanction
Rs in Mn
1,007

794
591
447

407
190

Jun'10

Sep'10

Dec'10

Mar'11

Jun'11

Sep'11

Operating Cost Ratio

30.1%
24.7%

22.5%

22.0%
18.7%

24.0%

6.0%

Jun'10

20.0%
4.7%

Sep'10

17.9%

17.4%

15.1%

4.6%

4.6%

3.6%

Dec'10

Mar'11

Jun'11

17.8%

OCR
PCR

14.5%

ACR

3.3%

Sep'11

27

30

SOCIAL PERFORMANCE

Social Status
Other
9%
SC
53%

OBC
34%
ST
4%

31

AUDITORS' REPORT

B S R and Company
Chartered Accountants
Reliance Humsafar, IV Floor, Road No. 11
Banajara Hills, Hyderabad -500034, India

Telephone : + 91 40 3046 5000
Fax
: + 91 40 3046 5299

AUDITORS' REPORT TO THE MEMBERS OF
UTKARSH MICRO FINANCE PRIVATE LIMITED
1

We have audited the attached Balance Sheet of Utkarsh Micro Finance Private Limited (formerly Shre Pathrakali
Finance Company Private Limited) (“the Company”) as at 31 March 2011, the Profit and Loss Account and the Cash
Flow Statement of the Company for the year ended on that date, annexed thereto. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

2

We conducted our audit in accordance with auditing standards generally accepted in India. Those Standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

3

As required by the Companies (Auditor's Report) Order, 2003 (“the Order”), as amended, issued by the Central
Government of India in terms of sub-section (4A) of section 227 of the Companies Act, 1956, we enclose in the
Annexure I, a Statement on the matters specified in paragraphs 4 and 5 of the said Order.

4

Further to our comments in the Annexure I referred to in paragraph 3 above, 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;
(b) in our opinion, proper books of account as required by law have been kept by the Company so far as appears from our
examination of those books;
(c) the Balance Sheet, Profit and Loss account and Cash Flow Statement dealt with by this report are in agreement with
the books of account;
(d) in our opinion, the Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt with by this report comply
with the accounting standards referred to in sub-section (3C) of section 211 of the Companies Act, 1956 to the extent
applicable;
(e) on the basis of written representations received from the directors, as on 31 March 2011, and taken on record by the
Board of Directors, we report that none of the directors is disqualified as on 31 March 2010 from being appointed as a
director in terms of clause (g) of sub-section (1) of section 274 of the Companies Act, 1956;
(f) in our opinion and to the best of our information and according to the explanations given to us, the said accounts give
the information required by the Companies Act, 1956 in the manner so required and give a true and fair view in
conformity with the accounting principles generally accepted in India:
(i) in the case of the Balance Sheet, of the state of affairs of the Company as at 31 March 2011;
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(ii) in the case of the Profit and Loss Account, of the profit of the Company for the year ended on that date; and
(iii) in the case of Cash Flow Statement, of the cash flows of the Company for the year ended on that date.

for B S R and Company
Chartered Accountants
Firm Registration No: 128900W

Zubin Shekary
Partner
Membership No: 48814
Place :Hyderabad
Date : 9 May, 2011
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ANNEXURE I TO THE AUDITORS' REPORT
Annexure referred to in paragraph 3 of our report of even date to the members of Utkarsh Micro Finance Private
Limited (“the Company”) for the year ended 31 March 2011. We report that:
i.

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

(b) The Company has a regular programme of physical verification of its fixed assets by which all fixed assets are verified
in a phased manner over a period of one year. In our opinion, the periodicity of physical verification is reasonable
having regard to the size of the Company and the nature of its assets. No material discrepancies were noted on such
verification.
(c) The Company has not disposed any fixed assets during the year, and therefore, do not affect the going concern
assumption.
ii. The Company is a Non Banking Finance Company ('NBFC'), engaged in the business of providing loans.
Accordingly, it does not hold any physical inventories. Hence, paragraph 4(ii) of the Order is not applicable.
iii. The Company has neither granted nor taken any loans, secured or unsecured, to or from companies, firms or other
parties covered in the register maintained under section 301 of the Companies Act, 1956.
iv. 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 with regard to the purchase of fixed
assets and with regard to services rendered by the Company. The activities of the Company do not involve purchase of
inventory and the sale of goods. We have not observed any major weakness in the internal control system during the
course of our audit.
v.

In our opinion, and according to the information and explanations given to us, there are no contracts and arrangements
the particulars of which need to be entered into the register maintained under section 301 of the Companies Act, 1956.

vi. The Company has not accepted any deposits from the public.
vii. In our opinion, the Company has an internal audit system commensurate with the size and nature of its business.
viii. The Central Government has not prescribed the maintenance of cost records under clause (d) of sub-section (1) of
section 209 of the Companies Act, 1956 for any of the services rendered by the Company.
ix. (a) According to the information and explanations given to us and on the basis of our examination of the records of the
Company, the Company has been generally regular in depositing amounts deducted/accrued in the books of account
in respect of undisputed statutory dues including Provident Fund, Employees' State Insurance, Income-tax, Service
tax, and other material statutory dues with the appropriate authorities during the year though there has been slight
delays in few cases. As explained to us, the Company did not have any dues on account of Wealth tax, Investor
Education and Protection Fund, Sales-tax, Customs duty, Excise duty and Cess.
(b) Further, there were no dues on account of Cess under Section 441A of the Act, since the date from which the aforesaid
section comes into force has not yet been notified by the Central Government.
(c) According to the information and explanations given to us, no undisputed amounts payable in respect of Provident
Fund, Employees' State Insurance, Income-tax, Service tax, and other material statutory dues were in arrears as at 31
March 2011 for a period of more than six months from the date they became payable.
(d) As explained to us, the Company did not have any dues on account of Wealth tax, Investor Education and Protection
Fund, Sales tax and Cess which have not been deposited with the appropriate authorities on account of any dispute.
x. The Company does not have any accumulated losses at the end of the financial year and has not incurred cash losses in
the financial year. However, it has incurred cash losses in the immediately preceding financial year.
xi. In our opinion and according to the information and explanations given to us, the Company has not defaulted in
repayment of dues to its bankers or to any financial institutions.
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xii. The Company has not granted any loans and advances on the basis of security by way of pledge of shares, debentures
and other securities.
xiii. In our opinion, and according to the information and explanations given to us, the Company is not a chit fund or a
nidhi/ mutual benefit fund/ society.
xiv. According to the information and explanations given to us, the Company is not dealing or trading in shares, securities,
debentures and other investments.
xv. According to the information and explanations given to us, the Company has not given any guarantee for loans taken
by others from banks or financial institutions.
xvi. In our opinion and according to the information and explanations given to us, the term loans taken by the Company
have been applied for the purpose for which they were raised.
xvii.According to the information and explanations given to us and on an overall examination of the balance sheet of the
Company, we are of the opinion that the funds raised on short-term basis have not been used for long-term
investment.
xviii.The Company has not made any preferential allotment of shares to companies, firms and parties covered in the
register maintained under section 301 of the Companies Act, 1956.
xix. The Company did not have any outstanding debentures during the year.
xx. The Company has not raised any money by way of public issue.
xxi. According to the information and explanations given to us, no fraud on or by the Company has been noticed or
reported during the course of our audit.
for B S R and Company
Chartered Accountants
Firm Registration No: 128900W

Zubin Shekary
Partner
Membership No: 48814
Place : Hyderabad
Date : 9 May, 2011
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BALANCE SHEET AS AT 31 MARCH 2011
(All amounts in Indian rupees, except share data)
SOURCES OF FUNDS
Shareholders’ funds
Share capital
Reserves and surplus

Loan funds
Secured loans

Schedule

31 March 2010

2
3

102,107,830
26,172,825
128,280,655

65,266,240
12,953,754
78,219,994

4

185,550,365

35,000,000

313,831,020

13,346
113,233,340

Deferred tax liability, net

APPLICATION OF FUNDS
Fixed assets
Gross block
Less: Accumulated depreciation
Net block

31 March 2011

5
4,731,448
(1,706,747)
3,024,701

Investments

6

Current assets, loans and advances
Cash and bank balances

7

2,355,098
(372,174)
1,982,924

500,000

500,000

67,455,309

38,833,252

318,557,242
82,870,609
235,686,633
16,511,972
2,000,759
321,654,673

63,436,481
63,436,481
1,132,060
206,809
103,608,602

10,785,056
2,736,423
13,521,479

1,820,595
494,828
2,315,424

Net current assets

308,133,194

101,293,178

Profit and loss account

2,173,125
313,831,020

9,457,238
113,233,340

Gross Loan outstanding
Less : Managed Loans Portfolio
Loan Portfolio
Other loans and advances
Other current assets

8
9
10

Current liabilities and provisions
Current liabilities
Provisions

11
12

Significant accounting policies
1
Notes to accounts
19
The Schedules referred to above form an integral part of the Balance Sheet
As per our report attached
for B S R and Company
Chartered Accountants
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Zubin Shekary
Partner
Membership No: 48814
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Ajeet Kumar
Company Secretary

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2011
(All amounts in Indian rupees, except share data)
Schedule

31 March 2011

31 March 2010

Income
Income from operations
Other income

13
14

80,547,393
9,562,026
90,109,419

3,850,103
1,290,362
5,140,465

15
16
17

27,899,196
38,928,201
10,331,031
1,334,573
1,275,603
79,768,604

235,023
9,149,097
4,568,761
372,174
317,199
14,642,254

10,340,815

(9,501,789)

Expenditure
Financial expenses
Personnel expenses
Operating and other expenses
Depreciation
Provisions and write offs
Profit/ (loss) before tax
Provision for tax
Current tax
Deferred tax expense/(benefit)
MAT Credit Entitlement
Profit/ (loss) after tax
Appropriations
Transfer to Statutory Reserves
Transfer to/from General Reserve
Amount available after appropriation
Balance in profit and loss account brought forward
Balance carried to Balance Sheet

18

2,323,000
(13,346)
(1,073,980)
9,105,141

(9,515,135)

1,821,028
7,284,113
(9,457,238)
(2,173,125)

(233,000)
(9,282,135)
(175,103)
(9,457,238)

Earnings per share (equity shares par value Rs. 10 each)
Basic Diluted -

13,346

1.14
0.94

(4.71)
-

Significant accounting policies
1
Notes to accounts
19
The Schedules referred to above form an integral part of the Profit and Loss Account

As per our report attached
for B S R and Company
Chartered Accountants
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Date : 9 May, 2011
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Zubin Shekary
Partner
Membership No: 48814
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Ajeet Kumar
Company Secretary
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2011
(All amounts in Indian rupees, except share data)
A Cash flows from operating activities
Profit before taxation
Adjustments for:
Depreciation
Provisions and write offs on loan portfolio
(Profit)/ loss on sale of investments
Operating cash flows before working capital changes and other assets
(Increase) / decrease in loan portfolio
(Increase) / decrease in other loans and advances
(Increase)/ decrease in other current assets
Increase / (decrease) in current liabilities and provisions
Cash generated from operations
Income taxes paid, net

31 March 2011
10,340,815

Net cash provided by operating activities

31 March 2010
(9,501,789)

1,334,573
1,275,603
12,950,991
(172,250,152)
(14,305,929)
(1,793,950)
9,930,452
(165,468,588)
(2,323,000)

372,174
317,199
(339,485)
(9,151,902)
(54,449,640)
(731,689)
(206,809)
293,722
(64,246,317)
-

(167,791,588)

(64,246,317)

(2,376,350)
(2,376,350)

(2,355,098)
739,185
(1,615,913)

B Cash flows from investing activities
Purchase of fixed assets
Sale of investments
Net cash provided by / (used in) investing activities
C Cash flows from financing activities
Proceeds from issuance of share capital
Proceeds / (repayment) of unsecured loans
Proceeds from long term borrowings
Net cash provided by / (used in) financing activities

48,239,633
150,550,365
198,789,998

73,573,994
(2,126,638)
33,204,203
104,651,559

28,622,059
38,833,252
67,455,311

38,789,329
43,923
38,833,252

31 March 2011

31 March 2010

937,783

1,943,999

13,308,934
53,208,592
67,455,309

17,484,253
19,405,000
38,833,252

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year
Note:
Cash and cash equivalents comprises:

Cash in hand
Balances in
Current accounts
Deposit accounts

As per our report attached
for B S R and Company
Chartered Accountants
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Ajeet Kumar
Company Secretary

SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
Overview
Utkarsh Micro Finance Private Limited (formerly Shre Pathrakali Finance Company Private Limited) (“Utkarsh”
or “the Company”) was originally incorporated as a Public Limited Company on May 15, 1990 under the Companies
Act, 1956. The Company was initially registered effective 15 June 1999 as a deposit taking Non Banking Financial
Company under section 45-IA of the RBI Act, 1934. The Company repayed all its outstanding public deposits
(including interest accrued and due) on 22 August 2009. Subsequently, the Company with an objective of doing
micro credit lending converted into a Private Limited Company on 09 December 2009 and on 19 March 2010 also
obtained a certificate of registration from Reserve Bank of India to commence/ carry on the business of Non Banking
Financial institution without accepting public deposit.
The Company is engaged in the business of micro finance lending activities, following group lending methodology
and providing small value unsecured group loans to lower income group of below poverty line (BPL) in urban and
rural areas. The tenure of these loans is generally spread over a period of 46 weeks, accordingly effective 27 March
2011 the Company has changed the tenure of loans from weekly collections to forthnightly collections.
Schedule 1: Significant accounting policies
a.
Basis of preparation of financial statements
The financial statements have been prepared and presented under the historical cost convention on the accrual basis
of accounting in accordance with the Generally Accepted Accounting Principles (GAAP) in India and comply with
the Accounting Standards (“AS”) prescribed by the Companies (Accounting Standards) Rules, 2006, the relevant
provisions of the Companies Act, 1956 ('the Act') and the Reserve Bank of India ('RBI') guidelines to the extent
applicable to a non deposit taking non banking finance company. The financial statements are presented in Indian
Rupees rounded off to the nearest rupee.
b.

Use of estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent liabilities on
the date of the financial statements. Actual results could differ from those estimates. Any revision to accounting
estimates is recognized prospectively in current and future periods.

c.

Revenue Recognition
Interest income on loan portfolio is recognized in the profit and loss account on accrual basis using effective interest
method except in the case of non-performing assets (“NPA's”) where it is recognized, upon realization, as per the
prudential norms of RBI. Income on loan portfolio assigned in recognised in the profit and loss accounts in the year
in which all the right to benefits specified in underlying contracts are unconditionally and irrevocably transferred to
the assignee.
Loan processing fees collected from the borrowers is recognized over the tenure of the loan.
Interest on term deposits has been accrued on time proportion basis, using the underlying interest rate.
Income from non refundable revenue grant in recognised on receipt basis on fulfillment of grant obligation.

d.

Classification of loan portfolio and provisioning policy
All loan exposures are classified as per RBI guidelines, into performing and non-performing assets (“NPAs”).
Further, NPAs are classified into sub-standard, doubtful and loss assets in accordance with the extant Non-Banking
Financial (Non-Deposit Accepting and Holding) Companies prudential Norms (Reserve Bank) Direction, 2007.
The provisioning rates and classification criteria for NPAs, which are not lower than the rates prescribed in RBI
guidelines, are given below:
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
Asset Classification
Sub standard - I
Sub standard - II
Sub standard - III
Sub standard - IV
Doubtful
Loss

Over due days
31 to 60 days
61 to 90 days
91 to 120 days
121 - 180 days
180 - 365 days
> 360 days

Provisioning
10%
20%
30%
50%
100%
Write off

In addition to the specific provision on NPAs, the Company maintains an additional general provision of 0.5% on
outstanding loan balance of standard assets with no overdue. The Company has not rescheduled/ restructured any
loans during the year.
e. Fixed assets and depreciation
Fixed assets are carried at cost of acquisition less accumulated depreciation. The cost of fixed assets comprises the
purchase price, taxes, duties, freight (net of rebates and discounts) and any other directly attributable costs of bringing
the assets to their working condition for their intended use. Borrowing costs directly attributable to acquisition of
those fixed assets which necessarily take a substantial period of time to get ready for their intended use are capitalized.
Advances paid towards the acquisition of fixed assets outstanding at each balance sheet date and the cost of fixed
assets acquired but not ready for their intended use before such date are disclosed as capital work-in-progress.
Depreciation on fixed assets is provided using the Straight Line Method (SLM) as per the rates of depreciation
prescribed in Schedule XIV to the Companies Act, 1956. Depreciation is calculated on a pro-rata basis from the date
assets are purchased / sold. Fixed assets individually costing less than Rs. 5,000 are depreciated fully in the year of
purchase.
f.

Investments
Investments that are readily realizable and intended to be held for a period of not more than a year are classified as
current investments. Current investments are valued at lower of cost and fair value determined on individual
investment basis. All other investments are classified as long term investments. Long term investments are carried at
cost. Provision is recognized for any diminution in the value of investments, other than temporary.
g. Foreign currency transaction
Profit and Loss items denominated in foreign currencies are translated using the exchange rate in effect on the date of
transaction. Transaction gains or losses realized upon settlement of foreign currency transaction are included in
determining profit and loss for the period in which the transaction is settled.
Foreign currency denominated monetary assets and liabilities are translated at exchange rates in effect at the Balance
Sheet date. The gains or loss resulting from such transactions are included in profit and loss Account. Non monetary
assets and liabilities denominated in foreign currency and measured at historical cost are translated at the exchange
rate prevalent at the date of transaction.
h. Employee benefits
Contribution to gratuity fund (a defined benefit plan) determined by independent actuary at the balance sheet date are
charged to profit and loss account.
Contribution payable to recognised provident fund which is defined contribution scheme, is charged to the profit and
loss account. Gain and losses arising during the year are recognised in the profit and loss account.

BS

AN

D COM

P

Y

PVT. L

.
TD

R S H MI
KA

R

AN

CE

UT

40

N

O FINA
CR

SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
Unutilized earned Compensation absences determined by independent actuary at the balance sheet date are charged to
profit and loss account.
i.

Income Tax
Income tax expense comprises current tax and deferred tax.
Current tax
The current charge for income taxes is calculated in accordance with the relevant tax regulations applicable to the
Company.
Deferred tax
Deferred tax charge or benefit reflects the tax effects of timing differences between accounting income and taxable
income for the year. The deferred tax charge or benefit and the corresponding deferred tax liabilities or assets are
recognized using the tax rates that have been enacted or substantially enacted by the balance sheet date. Deferred tax
assets are recognized only to the extent there is reasonable certainty that the assets can be realized in future; however,
where there is unabsorbed depreciation or carry forward of losses, deferred tax assets are recognized only if there is a
virtual certainty of realization of such assets. Deferred tax assets are reviewed at each balance sheet date and writtendown or written-up to reflect the amount that is reasonably/virtually certain to be realised.

j.

Earnings per share
The basic earnings per share (“EPS”) is computed by dividing the net profit after tax attributable to equity
shareholders, for the year by the weighted average number of equity shares outstanding during the year.

k. Provisions and contingent liabilities
The Company creates a provision when there is a present obligation as a result of an obligating event that probably
requires an outflow of resources and a reliable estimate can be made of the amount for the obligation. A disclosure for
a contingent liability is made when there is a possible obligation or a present obligation that may, but probably will not,
require an outflow of resources. Where there is a possible obligation or a present obligation that the likelihood of
outflow of resource is remote, no provision or disclosure is made.
Impairment of assets
The Company assesses at each balance sheet date whether there is any indication that any assets forming part of its
cash generating units may be impaired. If any such indication exists, the Company estimates the recoverable amount
of the asset. If such recoverable amount of the asset or the recoverable amount of the cash generating unit to which the
asset belongs to is less than its carrying amount, the carrying amount is reduced to its recoverable amount. The
reduction is treated as an impairment loss and is recognized in the profit and loss account. If at the balance sheet date,
there is an indication that a previously assessed impairment loss no longer exists, the recoverable amount is reassessed
and the asset is reflected at the reassessed recoverable amount subject to a maximum of depreciated historical cost.
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
Schedule 2
Share capital
Authorized
2,50,00,000 Equity shares of Rs. 10 each (previous year: 1,00,00,000 equity
shares of Rs. 10 each)
Issued, subscribed and paid-up
1,02,10,783 Equity shares of Rs. 10 each fully paid up

31 March 2011

31 March 2010

250,000,000

100,000,000

102,107,830
102,107,830

65,266,240
65,266,240

31 March 2011

31 March 2010

12,953,754
11,398,043
24,351,797

12,953,754
12,953,754

Note: The company has issued 3,684,159 equity shares of Rs 10/- each to
promoters, existing investors, individuals and Utkarsh ESOP Welfare trust, of
which 2,122,464 equity shares were issued to exising investors at premium at
mutually agreed price.
Schedule 3
Reserves and surplus
Securities Premium
At the commencement of the year
Add: On issue of shares during the year
General reserve
At the commencement of the year
Less:Utilized towards issue of bonus shares
Less: Transferred to Profit and loss account
Statutory reserve
At the commencement of the year
Add: Transferred from profit and loss account

Schedule 4
Secured Loans
Term Loans
From Banks (secured by book debts and cash collateral)
From Financial Institution (secured by book debts and cash collateral)
From others (secured by book debts and cash collateral)

-

1,821,028
26,172,825

12,953,754

31 March 2011

31 March 2010

19,208,330
5,000,000
161,342,035

10,000,000
25,000,000

185,550,365

35,000,000
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1,613,000
(1,380,000)
(233,000)

Computers
Vehicles
Office equipment
Electrical equipment
Furniture and fixtures
Generator
Total
Previous year

Description

Schedule 5
Fixed Assets

As at
01 April 2010
537,974
920,000
21,550
99,515
498,059
278,000
2,355,098
-

Schedules to the Accounts
(All amounts in Indian rupees, except share data)

Additions
658,590
47,089
573,006
1,097,665
2,376,350
2,355,098

Deletions
-

GROSS BLOCK
As at
31 Mar 2011
1,196,564
920,000
68,639
672,521
1,595,724
278,000
4,731,448
2,355,098

As at
01 April 2010
51,829
33,763
8,662
59,102
212,487
6,331
372,174
For the year
165,909
87,400
16,197
158,686
893,176
13,205
1,334,573
372,174
-

Deletions
-

DEPRECIATION

BS

Utkarsh Micro Finance Private Limited
(formerly Shre Pathrakali Finance Company Private Limited)

R

AN
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As at
31 Mar 2011
217,738
121,163
24,859
217,788
1,105,663
19,536
1,706,747
372,174

NET BLOCK
As at
As at
31 Mar 2011
31 Mar 2010
978,826
486,145
798,837
886,237
43,780
12,888
454,733
40,413
490,061
285,572
258,464
271,669
3,024,701
1,982,924
1,982,924
-

SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
Schedule 6
Investments
Unquoted - Non-trade
State Government Securities

Schedule 7
Cash and bank balances
Cash in hand
Balances with scheduled banks
Current accounts
Deposit accounts *

31 March 2011

31 March 2010

500,000

500,000

500,000

500,000

31 March 2011
937,783

31 March 2010
1,943,999

13,308,934
53,208,592

17,484,253
19,405,000

67,455,309

38,833,252

* Out of the above Rs. 41,807,091(previous year Rs 1,750,000) is lien marked
against term loans and manage portfolio from bank and financial institutions and
FLDG in the form of Cash Collateral for assigned loans.
Schedule 8
Loan portfolio (Unsecured, considered good)
Loan opening
Add:- Loan disbursed during the year

31 March 2011
63,436,480
634,840,000

31 March 2010
77,502,000

698,276,480

77,502,000

379,719,238

14,065,520

379,719,238

14,065,520

Loan outstanding at the end of year

318,557,242

63,436,480

Less : Managed portfolio outstanding
Loan portfolio

82,870,609
235,686,633

63,436,480

Less:-Loan recovered during the year

Schedule 9
Other loans and Advances
Advances recoverable in cash or in kind or for value to be received
Security deposits
TDS & Income Tax Advance
MAT Credit Entitlement
Unamortized processing fee
Advance to Utkarsh ESOP Trust

Schedule 10
Other current assets
Interest accrued but not due on loans
Interest accrued on fixed deposits
Interest accrued on state government securities
Prepaid Expenses

31 March 2011
10,380,005
253,535
542,063
1,073,981
827,318
3,435,070
16,511,972

31 March 2010
579,887
133,785
294,478

31 March 2011
955,596
633,272
34,521
377,370

31 March 2010
141,506
30,782
34,521
49,600

2,000,759

206,809
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
Schedule 11
Current liabilities
Sundry creditors
- dues to micro and small enterprises
- others
Interest accrued but not due on borrowings
Payable on managed portfolio
Unamortized processing fee on the loan portfolio
Other liabilities

Schedule 12
Provisions
Provision for Income Tax (Net of advance tax Rs. 16,60,000)
Provision on Standard Assets
Provision for employee benefits

Schedule 13
Income from operations
Interest income from portfolio loans
Income from asset assignment (Refer note- f )
Processing fee on loan portfolio

Schedule 14
Other income
Interest on fixed deposits [Tax deducted at source Rs.228,698 (PY 19,068)]
Profit on sale of investments
Performance based Grant from IFC
Interest on state government securities
Insurance charges
Miscellaneous income

Schedule 15
Financial expenses
Interest on secured loan
Processing fees
Interest on Others
Interest on Buyout

31 March 2011

31 March 2010

2,462,157
319,249
1,947,337
3,588,241
2,468,071

410,398
91,670
1,034,665
283,862

10,785,055

1,820,595

31 March 2011
663,000
1,592,786
480,637
2,736,423

31 March 2010
317,182
177,646
494,828

31 March 2011
71,253,575
578,902
8,714,916

31 March 2010
3,850,103
458,137

80,547,393

4,308,240

31 March 2011
2,271,283
5,538,000
40,000
1,260,393
452,350

31 March 2010
220,608
339,485
40,000
62,375
169,758

9,562,026

1,290,362

31 March 2011
25,556,269
2,162,962
179,965

31 March 2010
91,670
8,415
134,938
-

27,899,196

235,023
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
Schedule 16
Personnel expenses
Salaries, wages and bonus
Managerial remuneration [Refer note 20 (g)]
Contribution to provident and other funds
Employee benefits (Leave encashment and gratuity)

Schedule 17
Operating and other expenses
Rent
Legal and professional charges
Printing and stationery
Traveling expenses
Software Consultancy
Miscellaneous expenses
Power and fuel
Auditors remuneration
Repairs and maintenance
Communication expenses
Office maintenance
Contribution towards social responsibilities
Consultancy charges
Bank charges
Cash in Transit Insurance
Directors sitting fees
Staff Lodging, Fooding and Training

Schedule 18
Provisions
Provision on standard assets

31 March 2011
31,458,423
4,203,474
2,345,908
920,396
38,928,201

31 March 2010
4,161,545
4,396,594
413,312
177,646
9,149,097

31 March 2011
2,621,923
1,394,694
1,293,401
849,436
519,945
517,884
513,928
485,287
474,475
462,641
429,042
271,263
250,385
72,869
66,246
61,847
45,765

31 March 2010
396,359
1,702,609
226,931
110,940
138,185
103,475
50,000
85,257
122,334
493,744
1,116,415
4,705
24,266
2,500
28,679

10,331,031

4,568,761

31 March 2011
1,275,603

31 March 2010
317,199

1,275,603

317,199

Schedule 19: Notes to accounts
a. Provision on loan portfolio:
For the year
ended
Asset
classification
Standard assets
Sub Standard
assets
Doubtful assets
Loss asset
Total

31 March 2011
Loan
Portfolio
318,557,786
-

Outstanding
Provision
1,592,786
-

318,557,786

1,592,786

31 March 2010

63,436,481
-

Outstanding
Provision
317,119
-

63,436,481

317,119

Loan Portfolio
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
b. Earnings per share
Particulars
Net profit/ (loss) for the year
Weighted average number of equity shares of Rs.
10 each outstanding during the year – Basic
Earnings per share of par value Rs. 10 - Basic

For the year ended
31 March 2011
9,105,141

For the year ended
31 March 2010
(9,515,135)

7,961,595

2,020,013

1.14

(4.71)

Potential weighted average number of shares to
be issued towards option to subscribe

1,755,171*

-

Weighted average number of equity shares
outstanding during the year for calculation of
diluted earnings per share

9,716,766

Diluted earnings per share

2,020,013

0.94

(4.71)**

* The promoters and individual shareholders have been given an option to subscribe to the
equity shares of the Company within next 3 years from 19 December 2009.
** The potential equity shares are anti-dilutive in nature as at 31 March 2010, as it decreases
loss per share from continuing ordinary activities. Hence the effects of these anti-dilutive
potential equity shares are ignored in calculating diluted earnings per share.
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
c. Gratuity amount recognition
The following tables set out the status of the gratuity plan as required under AS 15 (Revised)
“Employee Benefits”:
Particulars
For the year ended
31 March 2011
177,646
A. Projected benefit obligation at the beginning of the year:
Current Service cost

374,853

Interest cost

-

Actuarial gain/ loss
Benefits paid

-

Projected benefit obligation at the end of the year:

552,499

B. Amount recognized in the balance sheet
Projected benefit obligation at the end of the year

552,499

Fair value of plan assets at the end of the year

818,887

Net liability / (asset)

(266,388)

C. Expenses recognized in the Profit and loss account
374,853

i) Current Service cost
ii) Interest cost

-

iii) Risk Premium

64,906

iv) Expected return on plan assets
v) Net Actuarial gain/ loss recognized during the year

439,759

vi) Amount included in Personnel cost
D. Category of assets
Insurer managed funds
E. Principal actuarial assumptions
i) Discount rate (p.a)

8%

ii) Expected return on plan asset
iii) Salary escalation rate (p.a)

8.5%
5%

Gratuity liability for the current year has been estimated based on actuarial valuation under
defined contribution plan. An amount of Rs 439,759(Previous year Rs. 177,646) has been
recognized in the Profit and Loss Account during the current year.
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
d. Segmental Reporting
The company operates in a single reportable segment i.e. micro lending to members, who have similar risk and returns
for the purpose of AS-17 on 'segmental reporting' issued by ICAI. The Company does not have any reportable
geographical segment.
e. Leases
Lease payments made under cancellable operating lease amounting to Rs.2,632,923 (previous year Rs.396,359)
disclosed as rent and the same have been recognized as an expense in the profit and loss account.
f.

Assignment of loan portfolio:
The Company entered into Assignment agreement with banks/financial institutions in respect of certain loan
contracts, whereby underlying pool of Assets are transferred for a lump sum consideration. During the period the
Company has assigned loan portfolio and the difference between the sum of the consideration received and the book
value of the loan portfolio assigned amounting to Rs.578,902 is accounted as gain in the year in which the assignment
takes place as all the rights to benefits specified in the underlying loan contract have been unconditionally and
irrevocably transferred to banks/financial institutions without any recourse obligation.

g. Contingent Liability :
Guarantees given on assigned portfolio
S.No Bank

h.

1

Development Credit Bank

2

Dhanlaxmi and IFMR Capital Pvt. Ltd.

Portfolio
Contingent
Outstanding
Liability
9,352,932
1,500,000
73,517,682

14,297,584

Related party disclosure

1

List of related parties
a) Aavishkaar Goodwell Indian Microfinance Development Fund – Enterprise having significant influence.
b) Samutkarsh Welfare Services.
c) Utkarsh ESOP Trust

2

Key Managerial Personnel

Managing Director & CEO
a) Govind Singh
Whole Time Director
b) Trilok Nath Shukla
For related party transactions refer note (j) below.

i.

Managerial Remuneration
Particulars
Salary and allowances
Sweat equity shares
Contribution to provident and other funds
Total
Professional charges

31 March 2011
3,885,000
318,474

31 March 2010
1,678,274
2,570,000
148,320

4,203,474
-

4,396,594
340,000
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)

j.

Related party transactions
S.
Name of Nature
of 31 Mar 31 Mar Maximum outstanding
No. the party
transaction
2011
2010
during the year ending
31 March 31 March
2011
2010
1

Utkarsh
ESOP Trust

Interest
free
loan given

3,435,070

-

3,435,070

-

2

Samutkarsh
Welfare
Services

Contribution
given as % of
Interest
Income
and
Loan
processing
fees from 1
October 2010
to 31 March
2011

271,263

-

271,263

-

Rent received

15,000

-

15,000

-

Fees for staff
provided

228,000

-

228,000

-

k. Auditors Remuneration
Particulars
Audit fees
Out of pocket expenses
Total

For the year ended
31 March 2011
450,000
35,287
485,287

For the year ended
31 March 2010
50,000
10,014
60,014
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SCHEDULES TO THE ACCOUNTS
(All amounts in Indian rupees, except share data)
l.

Payable to Micro, Small and Medium enterprises
For the year ended
31 March 2011

Particulars
The principal amount and the interest due thereon remaining unpaid
to any supplier as at the end of each accounting year.

Nil

The amount of interest paid by the company along with the amounts
of the payment made to the supplier beyond the appointed day during
the year.
The amount of interest due and payable for the period of delay in
making payment (which have been paid but beyond the appointed day
during the year) but without adding the interest specified under this
act.
The amount of interest accrued and remaining unpaid at the end of the
year; and

Nil

Nil

Nil

The amount of further interest remaining due and payable even in the
succeeding years, until such date when the interest due as above are
actually paid to the small enterprise.

Nil

The list of undertakings covered under “Micro, Small and Medium Enterprises Development
Act, 2006” (“MSMED”) was determined by the Company on the basis of information available
with the Company
m. Previous year’s figures have been regrouped / recla ssified, where necessary, to conform to
current year’s classification.
for B S R and Company
Chartered Accountants
Firms Registration No.128900W

for Utkarsh Micro Finance Private Limited

As per our report attached
for B S R and Company
Chartered Accountants
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