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INDEPENDENT AUDITOR’S REPORT
To the Members of Annapurna Microfinance Private Limited

Report on the Financial Statements

We have audited the accompanying financial statements of Annapurna Microfinance Private
Limited (“the Company”), which comprise the Balance Sheet as at March 31, 2016, the
Statement of Profit and Loss and Cash Flow Statement for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of
the Companies Act, 2013 (“the Act’) with respect to 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 accounting principles generally accepted in
India, including the Accounting Standards specified under section 133 of the Act, read with
Rule 7 of the Companies (Accounts) Rules, 2014. This responsibility also includes
maintenance of adequate accounting records in accordance with the provisions of the Act for
safeguarding of the assets of the Company and for preventing and detecting frauds and
other irregularities; selection and application of appropriate accounting policies; making
judgments and estimates that are reasonable and prudent; and the design, implementation
and maintenance of adequate internal financial control that were operating effectively for
ensuring the accuracy and completeness of the accounting records, 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We have taken into account the provisions of the Act, the accounting and auditing standards
and matters which are required to be included in the audit report under the provisions of the
Act and the Rules made thereunder. We conducted our audit in accordance with the
Standards on Auditing, issued by the Institute of Chartered Accountants of India, as specified
under Section 143(10) of the Act. 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.
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An audit involves performing procedures to obtain audit evidence about the amounts and
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 financial control relevant to the Company’s preparation of the financial
statements that give a true and fair view in order to design audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on whether
the Company has in place an adequate internal financial controls system over financial
reporting and the effectiveness of such controls. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of the accounting
estimates made by the Company’s Directors, 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 on the financial statements.

Opinion

In our opinion and to the best of our information and according to the explanations given to
us, the 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 of the state of affairs of the Company as at March 31, 20186, its profit, and
its cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor’s report) Order, 2016 (‘the Order”) issued by
the Central Government of India in terms of sub-section (11) of section 143 of the Act,
we give in the Annexure 1 a statement on the matters specified in paragraphs 3 and 4
of the Order.

2. Asrequired by section 143 (3) of the Act, we report that:

(a) We have sought and obtained all the information and explanations which to the
best of our knowledge and belief were necessary for the purpose of our audit;

(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:

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

(f)

(9)

In our opinion, the aforesaid financial statements comply with the Accounting
Standards specified under section 133 of the Act, read with Rule 7 of the
Companies (Accounts) Rules, 2014;

On the basis of written representations received from the directors as on March
31, 2016, and taken on record by the Board of Directors, none of the directors is
disqualified as on March 31, 2016, from being appointed as a director in terms of
section 164 (2) of the Act;

With respect to the adequacy of the internal financial controls over financial
reporting of the Company and the operating effectiveness of such controls, refer
to our separate Report in “Annexure 2” to this report; and

With respect to the other matters to be included in the Auditor's Report in
accordance with Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in
our opinion and to the best of our information and according to the explanations
given to us:

i. The Company does not have any pending litigations which would impact its
financial position;

ii. The Company did not have any long-term contracts including derivative
contracts for which there were any material foreseeable losses.

ii. There were no amounts which were required to be transferred to the
Investor Education and Protection Fund by the Company.

For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm Registration Number: 301003E/E300005
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Annexure 1 referred to in paragraph 1 under the heading “Report on Other Legal and
Regulatory Requirements” of our report of even date to the members of Annapurna
Microfinance Private Limited as at and for the year ended March 31, 2016

(i)

(ii)

(i)

(iv)

(vi)

(vii)

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

(b) Fixed assets have been physically verified by the management during the year
and no material discrepancies were identified on such verification.

()  According to the information and explanations given by the management, the
title deeds of immovable properties included in property, plant and equipment/
fixed assets are held in the name of the Company.

The Company’s business does not involve inventories. Accordingly, the requirements
under paragraph 3(ii) of the Order are not applicable to the Company.

According to the information and explanations given to us, the Company has not
granted any loans, secured or unsecured to companies, firms, Limited Liability
Partnerships or other parties covered in the register maintained under section 189 of
the Companies Act, 2013. Accordingly, the provisions of clause 3 (jii) (a), (b) and (c)
of the Order are not applicable to the Company and hence not commented upon.

In our opinion and according to the information and explanations given to us, there
are no loans, investments, guarantees, and securities given in respect of which
provisions of section 185 and 186 of the Companies Act 2013 are applicable and
hence not commented upon.

The Company has not accepted any deposits from the public.

To the best of our knowledge and as explained, the Company is not in the business of
sale of any goods. Therefore, in our opinion, the provisions of clause 3 (vi) of the
Order are not applicable to the Company.

(@) Undisputed statutory dues including provident fund, employees’ state insurance,
income-tax, service tax, cess and other statutory dues have generally been
regularly deposited with the appropriate authorities though there have been
delays in a few cases.
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(viii)

(ix)

(x)

(xi)

(xii)

(b) 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, cess and other statutory dues were outstanding, at the
year-end, for a period of more than six months from the date they became
payable.

(c) According to the information and explanations given to us, there are no dues of
income tax, service tax and cess which have not been deposited on account of
any dispute.

In respect of sub clauses (vii) (a) to (vii) (c) above, the Company did not have any
dues towards wealth tax, sales tax, custom duty, value added tax and excise duty,
during the year.

In our opinion and according to the information and explanations given by the
management, the Company has not defaulted in repayment of loans or borrowing to a
financial institution, bank or government or dues to debenture holders.

According to the information and explanation given by the management, the
Company has not raised any money by way of initial public offer or further public
offer, hence not commented upon.

Further, money raised by the Company by way of term loans were applied for the
purpose for which they were raised, though idle/ surplus were gainfully invested in
fixed deposits/ liquid assets funds, pending for the purpose for which they were
raised/ utilised

We have been informed that the employee of the Company had misappropriated
funds amounting to Rs. 195,184/- during the year under audit. Investigations are in
progress and the employee has been terminated and arrested. The Company has
withheld his terminal benefits. No amount has been recovered by the Company till
date.

The Company been a private Company, the provisions of section 197 read with
Schedule V of the Act is not applicable and hence not commented upon.

In our opinion, the Company is not a nidhi company. Therefore, the provisions of
clause 3(xii) of the order are not applicable to the Company and hence not
commented upon.
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(xiii) According to the information and explanations given by the management,
transactions with related parties are in compliance with section 177 and 188 of
Companies Act, 2013 where applicable and the details have been disclosed in the
notes to the financial statements, as required by the applicable accounting standards.

(xiv)  According to the information and explanations given by the management, the
Company has complied with provisions of section 42 of the Companies Act, 2013 in
respect of equity shares and fully convertible preference shares, issued during the
year. According to the information and explanations given by the management, we
report that the amounts raised, have been used for the purposes for which the funds
were raised.

(xv)  According to the information and explanations given by the management, the
Company has not entered into any non-cash transactions with directors or persons
connected with him as referred to in section 192 of Companies Act, 2013.

(xvi)  According to the information and explanations given to us, we report that the
Company has registered as required, under section 45-IA of the Reserve Bank of
India Act, 1934.

For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm Registration Number: 301003E/E300005

QR

per Bhaswar Sarkar
Partner
Membership Number: 55596

Place of Signature: Kolkata
Date: June 21, 2016
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Annexure 2 referred to in paragraph 2 (f) under the heading “Report on Other Legal
and Regulatory Requirements” of our report of even date to the members of
Annapurna Microfinance Private Limited as at and for the year ended March 31, 2016

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143
of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls over financial reporting of Annapurna
Microfinance Private Limited (“the Company”) as of March 31, 2016 in conjunction with our
audit of the financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s Management is responsible for establishing and maintaining internal
financial controls based on the internal control over financial reporting criteria established by
the Company, considering the essential components of internal control stated in the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued by the
Institute of Chartered Accountants of India (the “Guidance Note”). These responsibilities
include the design, implementation and maintenance of adequate internal financial controls
that were operating effectively for ensuring the orderly and efficient conduct of its business,
including adherence to the Company’s policies, the safeguarding of its assets, the prevention
and detection of frauds and errors, the accuracy and completeness of the accounting
records, and the timely preparation of reliable financial information, as required under the
Companies Act, 2013.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company’s internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the
“Guidance Note”) and the Standards on Auditing as specified under section 143(10) of the
Companies Act, 2013, to the extent applicable to an audit of internal financial controls, both
applicable to an audit of Internal Financial Controls and, both issued by the Institute of
Chartered Accountants of India. Those Standards and the Guidance Note require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.
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Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness.
Our audit of internal financial controls over financial reporting included obtaining an
understanding of internal financial controls over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk. 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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion on the internal financial controls system over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting

A company’s internal financial control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company's internal financial control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets
of the company; (2) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorisations of management and directors of the company;
and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorised acquisition, use, or disposition of the company's assets that could have a
material effect on the financial statements.

Inherent Limitations of Iinternal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls over financial reporting to future periods are
subject to the risk that the internal financial control over financial reporting may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.
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Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial
controls system over financial reporting and such internal financial controls over financial
reporting were operating effectively as at March 31, 2016, based on the internal control over
financial reporting criteria established by the Company, considering the essential
components of internal control stated in the Guidance Note on Audit of internal Financial
Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India.

For S.R. Batliboi & Co. LLP
Chartered Accountants
ICAI Firm Registration Number: 301003E/E300005

oo =oteo

per Bhaswar Sarkar
Partner
Membership Number: 55596

Place of Signature: Kolkata
Date: June 21, 2016



Annapurna Microfinance Private Limited
Balance Sheet as at March 31, 2016

As per our report of even date
For S.R.Batliboi & Co. LLP

Chartered Accountants

ﬁ‘a&wwa.

Partner
Membership No.: 55596

Place: Kolkata
Date: June 21, 2016

Firm Registration No.301003E/E300005

The accompanying notes are an integral part of the financial statements

Notes March 31, 2016 March 31, 2015
(Rs.) (Rs.)
I. Equity and liabilities
Shareholders' funds
Share capital 3 36,38,11,550 26,19,50,740
Reserves and surplus 4 83,38,02,567 37,46,74,584
1,19,76,14,117 63,66,25,324
Non-current liabilities
Long-term borrowings 5 5,46,58,90,890 2,20,71,42,651
Deferred tax liabilities (net) 10 22,52,823 20,46,474
Other long-term liabilities 7 6,71,814 28,26,678
Long term provisions 6 2,58,12,325 1,00,39,217
5,49,46,27,852 2,22,20,55,020
Current liabilities
Other current liabilities 7 3,43,82,96,913 1,95,16,48,273
Short-term provisions 6 8,82,25,815 2,28,75,178
3,52,65,22,728 1,97,45,23,451
Total 10,21,87,64,697 4,83,32,03,795
II. Assets
Non-current assets
Fixed assets 8 3,97,77,119 2,13,50,179
Leng term loans and advances 11 2,63,82,80,793 1,06,75,96,910
Other non-current assets 12 36,64,27,540 21,22,36,392
3,04,44,85,452 1,30,11,83,481
Current assets
Current investments 9 - 36,00,000
Cash and Bank Balances 13 2,28,97,21,145 1,10,22,28,645
Short-term loans and advances 11 4,73,73,23,483 2,34,53,06,055
Other current assets 12 14,72,34,617 8,08,85,614
7,17,42,79,245 3,53,20,20,314
Total 10,21,87,64,697 4,83,32,03,795
Summary of significant accounting policies 2.1

For and on behalf of the Board of Directors of
Annapurna Microfinance Private Limited

< -
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Gobinda Chandra Pattanaik

Managing Director

Svbyatec Pyerdhan

Subrat Pradhan
Company Secretary

Place: Bhubaneshwar
Date: June 21, 2016

b_‘ Mﬁ—\; ( WU

jyoti Pattanaik

Director




Annapurna M|cro?|nance Private Limited

Statement of Profit and Loss for the year ended March 31, 2016

As per our report of even date

For S.R.Batliboi & Co. LLP
Firm Registration No.301003E/E300005

Chartered Accountants

per Bhaswar Sarkar
Partner
Membership No.: 55596

Place: Kolkata
Date: June 21, 2016

For and on behalf of the Board of Directors of
Annapurna Microfinance Private Limited

Year Ended March Year Ended March
Notes 31, 2016 31, 2015
(Rs.) (Rs.)
I
Revenue from operations 14 1,39,63,00,872 54,54,60,038
Other income 15 10,55,00,271 5,72,86,295
Total Income 1,50,18,01,143 60,27,46,333
II,
Employee benefit expenses 16 31,32,22,826 13,95,23,641
Depreciation expense 8 1,50,60,033 90,30,467
Finance costs 17 73,97,81,430 33,37,93,297
Provision for standard and non performing assets 19 4,33,99,338 2,30,95,255
Other expenses 18 10,72,44,016 4,94,61,093
Total Expenses 1,21,87,07,643 55,49,03,753
Profit before prior period expenses 28,30,93,500 4,78,42,580
Less: Prior period expenses (net of income) 20 - 26,02,252
Profit before tax 2m 1,55,15,5!§
Tax expense
- Current tax 10,09,88,260 99,29,269
- Deferred tax 2,06,350 47,46,772
Total tax expenses 10,11,94,610 1,46,76,04
Profit for the year 18,18,98,890 3,05,64,287
Earning per equity share (EPS)- annualised 23
Basic (Rs.) 6.26 1.40
Diluted (Rs.) 5.43 1.35
Nominal value of share (Rs.) 10.00 10.00]
Summary of significant accounting policies 2.1

The accompanying notes are an integral part of the financial statements.
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Gobinda Chandra Pattanaik Dibyajyoti Pattanaik
Director

Managing Director

SUbrete Yyedhan

Subrat Pradhan
Company Secretary

Place: Bhubaneshwar
Date: June 21, 2016




Annapurna Microfinance Private Limited

Cash Flow Statement for the Year ended March 31, 2016

Particulars

Year Ended March
31, 2016

Year Ended March
31, 2015

(Rs.)

(Rs.)

A. Cash flow from operating activities
Profit before tax
Adjustment to reconcile profit before tax to net cash flows
Depreciation expense
Provision for standard and non performing assets
Portfolio loans and other balances written off
Finance costs
Profit on sale of current investments
Management stock option compensation
Operating profit before working capital changes
Movements in working capital:
Increase in other current and non-current assets
Increase in loans and advances

28,30,93,500

4,52,40,328

1,50,60,033 90,30,467
3,98,59,159 2,30,95,255
35,40,179 -
73,97,81,430 33,37,93,297
(3,02,34,911) (1,02,88,294)
1,11,95,855 1,34,82,983
1,06,22,95,245 41,43,53,036

(7,05,98,987)
(3,97,33,40,990)

(5,13,85,427)
(2,32,32,96,716)

Increase in other long term liabilities, current liabilities and provisions 5,02,57,312 10,58,04,499
Cash generated from operations (2,93,13,87,420) (1,85,45,23,608)
Direct taxes paid (6,15,08,254) (2,00,16,858)
Net cash used in operating activities (A) (2,99,28,95,674) (1,87,45,40,466)
B. Cash flow from investing activities
Purchase of fixed assets (3,34,86,973) (2,17,82,014)
Sale / (Purchase) of current investments (net) 36,00,000 (24,00,000)
Increase in fixed deposits (net) (24,01,78,096) (11,78,70,873)
Profit on sale of current investments 3,02,34,910 1,02,88,294
Net cash used in investing activities (B) (23,98,30,159) (13,17,64,593)
C. Cash flow from financing activities
Proceeds from issuance of equity share capitai 12,99,99,958 1,00,00,000
Proceeds from long-term borrowings (net) 4,86,35,37,214 2,15,77,97,308
Proceeds from issue of compulsory convertible debentures - 24,00,00,000
Interest and finance charges (67,20,89,540) (27,92,82,978)
Dividend paid on preference shares (18,00,000) (18,00,000)
Tax on preference dividend paid (3,05,910) (3,05,910)
Net cash from financing activities {(C) 4,31,93,41,722 2,12,64,08,420
Net increase in cash and cash equivalents (A+B+C) 1,08,66,15,889 12,01,03,361

Cash and cash equivalents at the beginning of the year

95,12,10,890

83,11,07,529

Cash and cash equivalents at the end of the year

2,03,78,26,779

95,12,10,890

Components of cash and cash equivalents:
Balances with banks:

on current accounts **

deposit with original maturity of less than three months
Cash on hand

Total cash and cash equivalents (Note 13)*

1,93,53,82,012

93,76,87,271

9,99,99,958 1,00,00,000
24,44 809 35,23,619
2,03,78,26,779 95,12,10,890

** includes Rs. 16,064,773 to be disbused as loan,
Note no. 30.

Summary of significant accounting policies

As per our report of even date

For S.R.Batliboi & Co. LLP
Firm Registration No.301003E/E300005
Chartered Accountants

M

per Bhaswar Sarkar
Partner
Membership No.: 55596

Place: Kolkata
Date: June 21, 2016

The accompanying notes are an integral part of the financial statements.

For and on behalf of the Board of Directors of

2.1

* Represents cash and bank balances as indicated in Note No.13 and excludes Rs.606,156,885/- (Previous Year :
being Fixed Deposits with restricted use and with original maturity of more than three months.

pursuant to business correspondent activities carried out by the Company. Refer

Annapurna Microfinance Private Limited

Gobinda Chandra Pattanaik

Managing Director

SvlYed~ec Predhay

Subrat Pradhan
Company Secretary

Place: Bhubaneshwar

Date: June 21, 2016
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Dibyajyoti Pattanaik
Director

Rs.355,339,110/-)




Annapurna Microfinance Private Limited
Notes to the Financial Statements as at and for the year ended March 31, 2016

1. Corporate information

Annapurna Microfinance Private Limited ('the Company') is a private company incorporated in India. The
Company was registered as a non-deposit accepting Non-Banking Financial Company (‘NBFC-ND") with
the Reserve Bank of India (‘'RBI') and has got classified as a Non-Banking Financial Company - Micro
Finance Institution (NBFC-MFI’) with effect from October 22, 2013.

The Company is engaged primarily in providing micro finance services to women in rural areas of India,
who are enrolled as members and organized as Self Help Groups (‘SHG').

2. Basis of preparation

The financial statements of the Company have been prepared in accordance with generally accepted
accounting principles in India (Indian GAAP). The Company has prepared these financial statements to
comply in all material respects with the Accounting Standards notified under section 133 of the
Companies Act, 2013 (“the Act”), read together with rule 7 of the Companies (Accounts) Rules, 2014
and the provisions of the RBI as applicable to a NBFC-MFI and Systematically Important NBFC-ND.,

The financial statements have been prepared under the historical cost convention on an accrual basis
except interest on Non-Performing Loans which is accounted for on realisation basis. The accounting
polices applied by the Company are consistent with those applied in the previous year.

2.1. Summary of significant accounting policies
a. Use of estimates

The preparation of financial statements in conformity with the generally accepted accounting principles
in India (GAAP) requires the management to make judgments, estimates and assumptions that affect
the reported amounts of revenues, expenses, assets and liabilities and the disclosure of contingent
liabilities, at the end of the reporting period. Although these estimates are based on the management's
best knowledge of current events and actions, uncertainty about these assumptions and estimates could
result in the outcomes requiring a material adjustment to the carrying amounts of assets or liabilities in
future periods.

b. Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured.

i. Interest income on portfolio loans is recognised in the Statement of Profit and Loss on a
time proportion basis taking into account the amount outstanding and the rates
applicable, except in the case of non-performing assets ("NPA's") where it is recognised,
upon realisation, as per the relevant prudential norms prescribed by RBI. Any such
income recognised before the asset became non-performing and remaining unrealised
are reversed.




i) The profit / premium arising at the time of securitization of loan portfolio is recognised over
the life of the underlying loan portfolio, in accordance with Guidelines on transfer of assets
through securitization issued by Reserve Bank of India.

iii) Interest income on deposits with banks is recognized on a time proportion basis taking into
account the amount outstanding and the rate applicable.

iv) Processing fees are recognised as income upfront when it becomes due.

v) Income from services rendered in connection with loans given on behalf of banks to self-

help groups organized / monitored by the Company are recognized on accrual basis as and
when such services are rendered.

vi) All other income is recognized on an accrual basis.

c. Tangible assets

All fixed assets are stated at historical cost less accumulated depreciation and impairment losses, if any.
Cost comprises the purchase price and any directly attributable cost of bringing the asset to its working
condition for the intended use.

d. Depreciation on tangible assets

Depreciation on tangible fixed assets is provided on written down value method as per the life
prescribed under Schedule II of the Companies Act, 2013 which is in accordance with management
estimates of the useful life of the underlying assets.

e. Impairment

The carrying amounts of assets are reviewed at each balance sheet date to determine if there is any
indication of impairment based on internal/external factors. An impairment loss is recognised wherever
the carrying amount of an asset exceeds its recoverable amount which is the greater of the asset's net
selling price and value in use. In assessing the value in use, the estimated future cash flows are
discounted to their present value using pre-tax discount rate that reflects current market assessment of
the time value of money and risks specific to the asset.

After impairment, depreciation is provided on the revised carrying amount of the asset over its
remaining useful life.

f. Investments

Investments which are readily realizable and intended to be held for not more than one year from the
date on which such investments are made, are classified as current investments. All other investments
are classified as long-term investments.

Current investments are carried in the financial statement at lower of cost and fair value determined on
an individual investment basis. Long-term investments are carried at cost. However, provision for
diminution in value is made to recognize a decline other than temporary in the value of the investments.
On disposal of investment, the difference between the carrying amount and net disposal proceeds are
charged or credited to the statement of profit and loss.




g. Borrowing costs

Borrowing costs includes interests which are recognised on time proportion basis taking into account the
amount outstanding and the rate applicable on the borrowings.

Ancillary fees incurred for arrangement of borrowings from banks and financial institutions are
amortized over the tenure of respective loans and those incurred in connection with securitization
transaction are amortized over the tenure of the securitization deal.

h. Foreign currency transactions

All transactions in foreign currency are recognized at the exchange rate prevailing on the date of the
transaction. Foreign currency monetary items are reported using the exchange rate prevailing at the
close of the financial year. Exchange differences arising on the settlement of monetary items or on the
restatement of Company's monetary items at rates different from those at which they were initially
recorded during the year, or reported in previous financial statements, are recognised as income or as
expenses in the year in which they arise.

i. Retirement and other employee benefits

Retirement benefit in the form of provident fund is a defined contribution scheme. The Company has no
obligation, other than the contribution payable under the scheme. The Company recognizes contribution
payable to the provident fund scheme as expenditure, when an employee renders the related service. If
the contribution payable to the scheme for service received before the balance sheet date exceeds the
contribution already paid, the deficit payable to the scheme is recognised as a liability after deducting
the contribution already paid. If the contribution already paid exceeds the contribution due for services
received before the balance sheet date, then excess is recognised as an asset.

Gratuity liability is a defined benefit obligation and is provided for on the basis of an actuarial valuation
on projected unit credit method made at the end of each year. Actuarial gains and losses for defined
benefit plan are recognized in full in the year in which they occur in the statement of profit and loss.

Short term compensated absences are provided for based on estimates.

j. Income taxes

Tax expense comprises current and deferred tax. Current income tax is measured at the amount
expected to be paid to the tax authorities in accordance with the Income Tax Act, 1961.

Deferred income taxes reflect the impact of timing differences between taxable income and accounting
income originating during the current year and reversal of timing differences for the earlier years.
Deferred tax is measured using the tax rates and the tax laws enacted or substantively enacted at the
reporting date.

Deferred tax assets are recognised only to the extent that there is reasonable certainty that sufficient
future taxable income will be available against which such deferred tax assets can be realised. If the
Company has carried forward unabsorbed depreciation or tax losses, all deferred tax assets are
recognised only if there is a virtual certainty supported by convincing evidence that sufficient taxable
income will be available in future against which such deferred tax assets can be realised. At each




reporting date, the Company re-assesses unrecognised deferred tax assets. It recognises unrecognised
deferred tax assets to the extent that it has become reasonably certain or virtually certain, as the case
may be, that sufficient future taxable income will be available against which such deferred tax assets
can be realised. The carrying amount of deferred tax assets are reviewed at each reporting date. The
Company writes-down the carrying amount of deferred tax assets to the extent that it is no longer
reasonably certain or virtually certain, as the case may be, that sufficient future taxable income will be
available against which deferred tax assets can be realised. Any such write-down is reversed to the
extent that it becomes reasonably certain or virtually certain, as the case may be that sufficient future
taxable income will be available.

k. Earnings per share

Basic earnings per share are calculated by dividing the net profit or loss for the year attributable to
equity shareholders (after deducting preference dividend and attributable taxes) by the weighted
average number of equity shares outstanding during the year. For the purpose of calculating diluted
earnings per share, the net profit or loss for the year attributable to equity shareholders and the
weighted average number of shares outstanding during the year are adjusted for the effects of all
dilutive potential equity shares.

I. Provisions & Contingent Liabilities:

A provision is recognised when the Company has a present obligation as a result of past event and it is
probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, in respect of which a reliable estimate can be made. Provisions are not discounted to its
present value and are determined based on the best estimate required to settle the obligation at the
balance sheet date. These are reviewed at each balance sheet date and adjusted to reflect the current
best estimates.

A disclosure for a contingent liability is also made when there is a possible obligation or a present
obligation that may, but probably will not, require an outflow of resources.

m. Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement comprise cash in hand and cash at
bank and unrestricted short-term investments with an original maturity of three months or less.

n. Share based payments

In accordance with the Guidance Note on Accounting for Employee Share-based Payments, the cost of
equity-settled transactions is measured using the intrinsic value method and recognized, together with a
corresponding increase in the “Stock options outstanding account” in reserves. The cumulative expense
recognized for equity-settled transactions at each reporting date until the vesting date reflects the
extent to which the vesting period has expired and the Company’s best estimate of the number of
equity instruments that will ultimately vest. Expense recognized in the Statement of Profit and Loss for
the year represents the movement in cumulative expense recognized at the beginning and end of that
year and is recognized in employee benefits expense.

o. Classification of loan portfolio

Loans are classified as follows:

Asset Classification Period
Standard Assets Current Loan and overdue upto 90 days
Non-Performing Assets Overdue from 91 days and more

“Overdue” refers to interest and / or installment remaining unpaid from the day it became receivable.




The above classification is in compliance with Non-Banking Financial Company-Micro Finance Institutions
(NBFC-MFIs) Directions, December 02, 2011, as amended from time to time.

P. Provisioning on loan portfolio

Provision on portfolio loans are made at the higher of management estimate or minimum provision
required as per Non-Banking Financial Company Micro Finance Institutions (Reserve Bank) Directions,
2011 as amended from time to time. The Management treats a loan overdue as soon as a scheduled
installment is failed.

As per the Non-Banking Financial Company - Micro Finance Institutions (Reserve Bank) Directions, 2011
the aggregate loan provision to be maintained by NBFC-MFIs at any point of time shall not be less than
the higher of a) 1% of the outstanding loan portfolio or b) 50% of the aggregate loan installments which
are overdue for more than 90 days and less than 180 days and 100% of the aggregate loan installments
which are overdue for 180 days or more.

Provision for losses arising under securitisation is on the basis of incurred losses (shortfall in collection),
subject to the maximum guarantee given in respect of securitisation arrangements.

All overdue loans where the tenure of the loan is completed and in the opinion of the management not
recoverable are written off.

q. Lease

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the
leased items are classified as operating leases. Operating lease payments are recognised as an expense
in the statement of profit and loss on a straight line basis over the lease term.

r. Corporate Social Responsibility (CSR) expenditure

The provision made towards CSR expenses Is charged to the Statement of Profit and Loss.
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Annapurna Microfinance Private Limited

Notes to the Financlal Statements as at and for the year ended March 31, 2016

Share capital

March 31, 2016

March 31, 2015

RS. lﬂs.s
Authorized Shares
38,000,000 (March 31,2015: 33,000,000) equity shares of Rs.10/- each 38,00,00,000 33,00,00,000
5,000,000 (March 31,2015: 2,000,000) preference shares of Rs.10/-each 5.00,00,000 2,00,00,000
43 0,00 32.00.00,000
Issued, subscribed and fully paid-up shares
31,381,155 (March 31,2015: 24,195,074) equity shares of Rs.10/- each 31,38,11,550 24,19,50,740

2,000,000 (March 31, 2015: 2,000,000) 9% Optionally Convertible Preference Shares (OCPS) of Rs.10/- each 2,00,00,000 2,00,00,000
3,000,000 (March 31, 2015: NIL) 0% Compulsory Convertible Preference Shares (CCPS) of Rs.10/- each 3,00,00,000 -
Total issued‘ subscribed and !ulll gald-ug share caeltal 36,3J8‘11,550 25‘19‘50‘740
Reconciliation of the shares g at the begi and at the end of the reporting period
ity oh — March 31, 301¢ —March 312018
Equity shares Number {Rs. Number. RS
Dutstanding at the be. 1NNINg of the year 41 74 24,19 50, 1 4, 4.4/7,640
Ssue urlns g year 7156081 7,18.60,810 7'5‘5'0,310 755031
ares outstanding at the end of the year 3.13.8ﬁ?_; 51|5§‘H‘§§5 2,41,3!,074 24,1 ,m
3
9% Optionally Convertible Preference Shares ——March 31, 2016 s M%&S{T—‘
Outstanding at the beginning of the year 20,00,000 2,00,00,000 20,00,000 2,00,00,000
Issued during the year - - - -
Shares outstanding at the end of the year 20,00,000 2,00,00,000 20,00,000 2,00,00,000
- Mo 3T S0
0% Compulsary Convertible Preference Shares _m?ra'L 16 T 4Nu—mW& 55T
5utstanding at the beginning of the year - - — - ——————— = B
ssued during the year 30,00,000 3,00,00,000 - -
Shares outstanding at the end of the year 30,00,000 3,00,00,000 - -

Terms/rights attached to equity shares

other than "Investor Reserved Matters”.

the ensuing Annual General Meeting.

The Company has only one class of equity shares having par value of Rs 10
The Company declares and pays dividends in Indian rupees. The dividend

In the event of liquidation of the Company, the investors at their sole discretion have th
aggregate investment amount after distribution of all creditors and preferential amounts.
investor shall receive pro-rata distribution of all their entire subscription amounts in proportion to thei
shall be distributed to all equity shareholders on a pro rata basis.

Thereafter,

per share. Each holder of equity shares Is entitled to one vote Per share for matters
proposed by the Board of Directors is subject to the approval of the shareholders in

e option to receive an amount equal to 100% of each investor's
the promoters and promoter shareholders other than the
r shareholding in the Company. Remaining surplus, if any

Terms of conversion/redemption of preference shares

months from the close of the financial year. Dividend,
based on book value of the Company's equity shares
once till full redemption.

2. Remaining outstanding OCPS at the end of 5 years,

it) During the year, the Company has issued compulisory convertible

Awareness Trust of Orissa. CCPS are convertible into equity at face value as per shareholders’ agreement dated 30th March, 2015.

Details of shareholders holding more than 5% shares in the Company

1) The Company had Issued optionally convertible prelerence shares ZGC'FES of Rs. 2 crores (ha

ving face value of Rs. 10 each) to Small Industries Development
Bank. The conversion option has to be exercised before the expiry of 4 years from the date of

issue of preference shares. The dividend is to be paid within 3
if not paid, is cumulative in nature. OCPS are convertible either full or in parts at the option of the hoider
as per last audited financial statements. The conversion option may be exercised by the holder more than

In case conversion option is not exercised by the holder, then OCPS will be redeemed as follows :
1. 50 % of outstanding OCPS at the end of 4 years from date of first disbursement (Date

- 04th March, 2013).

commencing from the date of first disbursement.

preference shares (CCPS) of Rs. 3 crores (having face value of Rs. 10 each) to AIDS

March 31, 2016

March 3

Name of shareholder

No. of Shares held

% of Holding in

No. of Shares held

FPF L - — |
% of Holding in the

the class class
u ares of Rs.10 each ful aid

obinda Chandra Pattanai $2,92,731 20.05% 62,92,731 26.01%
RIF East 2 (Investor}* 85,68,497 27.30% 85,68,497 35.41%
Belgian Investment Company for Developing Countries
NV - SA (Investor)* 80,27,723 25.58% 80,27,723 33.18%
SIDBI Trustee Company Uimited A/c ("Samridhi Fund")

Investor)* 56,01,853 17.85% 10,00,000 4.13%
DCB Bank Ltd,* 18.24.151 5.81% - 0.00%

w LeFEanR i
[Total 3,03,13,955 96.60% 2,38,88,951 98.73%
ionall overtible Prefer har . h

Small Industries Development Bank of India 20,00,000 100.00% 20,00,000 100.00%
{Total —100.00% L 200000001 — 100.00% |
Compulsory Convertible Preference Shares of Rs. 10
{AIDS Awargng;; Trust Qf Orissa 30.00,00 00% - 0. Q0%
Total 30,00,000 100.00% - _0.00%
* The classification 15 based on the records maintained by the Company and relied upon by the auditors,
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Annapurna Microfinance Private Limited

Notes to the Financial Statements as at and for the year ended March 31, 2016

Long-term borrowings

March 31, 2016
_(Rs.)

Non Current Portion

Current Portion

March 31, 2015
Rs.

March 31, 2016 March 31, 2015
!Rs.; Rs.

Debentures (privately placed)
Secured

- from Banks 12.55% Redeemable Non-Convertible Debentures,
of Rs. 10,00,000/- each )

- from Financial institutions 13.50% - 14.75% Redeemable Non
Convertible Debentures of Rs. 10,00,000/- each )

- from Non banking finance companies (NBFC) 12.50% -
17.00% Redeemable Non-Convertible Debentures of Rs.
10,00,000/- each )

Unsecured
-Compulsory Convertible Debentures (CCD)*

- from NBFC (subordinated)

Term loans

Secured

- from Banks

- from NBFC

- from Finandial Institution (FI)
Unsecured

- from NBFC (subordinated)
- from Financial Institution (FI)
Vehicle loans

Secured
- from Banks

Total
Above amount includes
Secured
Unsecured

Amount disclosed under the head “other current liabitities "
{Refer Note 7)

2,41,39,00,000

11.50,00,700

30,00,00.000

1.76,04,32,521
16,51,19,997
58,96,82,333

10,00.00,000
2,00,00.000

17.55,939

4,99,99,500

83,65,00,000

9,58,33,434

24,00,00,000]

75,74,28,720
17,53,22,500
5,09,09,091

11,49,406

4,99,99,500

32,58,32,600

1,88.23,33,112
53,01,46,784
28,30,38,660

11,85,810

6,00,00,300

17,50,00,000

88,24,41,273
57,04,64,584
1,90,90,909

7,50,425

5,46,58,90,890

2,20,71,42,651

3,07,25,36,466

1,70,77,47,491

5,06,58,90,890
40,00,00,000

Total

$.3658,50,890 |

* Converted into Equity Shares during the year.

1,96,71,42,651
24,00,00,000

3,07,25,36,466

(3,07,25,36,466) (

1,70,77,47,491

1,70,77,47,491)

20,71,42,651

Vehicle loans are secured against hypothecation of vehicles purchase against such loans and are repayable in equated monthly instalments carrying interest rate

ranging from 8.50% -11.50% p.a.







