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Auditors7 Report 

To 
The Members of SKS Microfinai~ce Private JLimitecl 

1 .  We have audited the attached Balance Sheet of SKS Microfinance Private Limited ('the 
Company') as at March 31, 2009 and also the Profit ;uiCI Loss Account and the Cash Flow 
Statement for the year ended on that datt: annexed thert;tcl. These financial statements are the 
responsibility of the Conlpany's management. Our responsibility is to express an opinion on 
these financial statements based on our ai:tdit. 

2. We conducted our audit in accordance vvrith 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 n1atl::rial misstatement. An audit includes 
examining, on a test basis, evidence suplporting the ai.nounts and disclosures in the financial 
statements. An audit also includes asse:;sing the accounling principles used and sig~~ificant 
estimates made by management, as well as evalua.ting 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) Oriel-, 2003 (as amended) ('the Order') 
issued by the Central Goveinment of India in terms of ~1.11)-section (4A) of Section 227 of the 
Companies Act, 1956, ('the Act') we enclose in the Anuexure a statement on the illatters 
specified in paragraphs 4 and 5 of the said Order. 

4. Further to our conllnents in the Annexure: referred to above, we report that: 

i. We have obtained all the infhrmalioil and expienations, which to the best of our 
knowledge and belief were necessary fix the purpo:;es of our audit; 

ii. In our opinion, proper books of ac:count as reqtlil.ed by law have been kept by the 
Coinpany so far as appears from our examination ol'll~ose books; 

i i i .  The Balance Sheet, the Profit and Loss Account anc! the Cash Flow Statenlent dealt with 
by this report are in agreement with the books of account; 

iv. In our opinion, the Balance Sheet, the Profit and Loss Account and the Cash Flow 
Statement dealt with by this report c:oinply with tlle accounting standards referred to in 
sub-section (3C) of section 21 1 ofthts Act; 

v On the basis of the written representatioils receiveJ fiom the directors, as on March 31, 
2009, and taken on record by the Bonrd of Directors. we report that none of the directors 
is disqualiiied as on March 31, 2009 froin being appointed as a director in teinls of 
clause (g) of sub-section (1 ) of sec t io~~  274 of the A c1. 

Offlces: Ahmedaoad IB?ngaluru I Chennal 1 Gurqnon I Hyderabad I (c l l i~ i ia I Mumbai I New Delht I Pune 
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vi. In our opinion and to the best of our information a~lcl according to the explanations given 
to us. the said accounts give the inf(vmatio11 reclilired by the Act in the manner so 
recluirecl and give a true and fair view in confo~mily with the accounting priilciples 
generally accepted in India; 

a) in the case of the Balance Sheet, of the state o ' al'fairs of the Company as at March 
3 1. 7009; 

b) in the case of the Profit and Loss ,4ccount, of tb,: profit for the year ended on that 
date; and 

c) in the case of Cash Flow Statemei it, of the cash flclws for the year ended on that date. 

%aka- - 
For S.R. BATlLlBOI & Co. 
Chartered Accountants 

per Viren H. ~ e h t a  
Paitner 
Menlbership No.: 35749 
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Annesnre referred to in pal-agralph 3 of our report of even date 
SKS R'licrofinance Private Limited ('the Comya~~y'j  

( i )  (a) The Conlpany has illaiiltained prl:)per records :showing full particulars, including 
quantirative details and situation of fixed asset:;. 

(b) All fixed assets have not been physicdly verified 1 . 1 ~  the management during the year but 
there is a regular progamlne of veri tication which, 111 our opinion, is reasonable having 
regard to the size of the Conipany and the nature 01'1ts assets. As infoillled, no material 
discrepancies were noticed on such v~:iification. 

(c) There was no substantial disposal of filxed assets during the year. 

(ii) The Coinpany is a Non-Banking Financial Conlpany {'NBFC') engaged In the business 
of providiilg loans and does not maintain any inventory. Therefore the provisions of 
clause 4(ii) of the Order are not applicable to the Con~pany. 

(111) (a) As informed, the Compaily has not granted any loars, secured or unsecured to companies, 
fii-nls or other parties covered in the register maintained under section 301 of the 
Cornpallies Act, 1956. 

(b) As infonned, the Company has not taken any .c,ans, secured or unsecured from 
conlpanies, firnls or other parties covered in the regisler maintained under section 301 of 
the Companies Act. 1956. 

(iv) In our opinion and according to the i-nfonllation and  planations given to us, there is an 
adequate illtenla1 control system corllnleilsurate wi.1.h the size of the Coillpaily and the 
nature of its business, for the purchase of fixed assets and for rendering of services. 
During the course of our audit, no illajor weakness has been noticed in the internal 
control system in respect of these areas. 

(V) (a) According to the infornlatioll and explanations prc-~vided by the management, we are of 
the opinion that the particulars of contracts or arran!;einents referred to in section 30 1 of 
the Act that need to be entered into ifhr: register m;iinlained under section 301 of the Act 
have been so entered. 

(b) In respect of transactions made in pursuance of such contracts or arrangements exceeding 
value of Rupees five lakhs entered into during the financial year, because of the 
specialized nature of the items involved and absei~c:e. of any conlpara'ble prices, we are 
imable to comment whether the trans.actions were nl.:lcle at prevailing market prices at the 
relevant time. 

(vi) 'The Company has not accepted ally deposits froili tlie public. 

(vii) in our opiiiion, the Company has ari internal audli syslem c o ~ ~ i i s u i - a t  with the size 
and naturc of its busiiless. 

. , 

(viii) To t l x  hest of our knowledge anc! ar  c : ; q i i ~ ~ ; ; ~ . . : . i .  !i?t t'clltr;ii c.;obt:ri~r?lcnt lias not 
prescribed maintenallce of cost i -~~or~: ls  ~ l i l b ~ : .   l la^.^:..<; iL!) of .;~tb-s<c\ ; : i [ ;  (, i ) cif'seciion 209 
of the  companies Act, 1950 for the QI -O~LJLPS oi'~.)r.: i ; ,:?1;21:,y. 

% 



.9~6 1 'py S~~~IE~LUO~ ayl -j~l: j 05 i1og3as .raoun pnrr~elu!r?ur ~al,s!Sa.r ay! rr! pala.\or, 
s:r!rriidnro9 .lo sa~pecl nl sa-iurls jo lr.i:,:lrlo[lr! lugirz~:~~a~d Lr~u aperrr IOU sey ~ried~uo,~ aq.1 (11 !:I>() 

-m;rurjsaliu! ru-ral-duo1 ~oj pasn uaaq 3,2ey 
srseq urral-~roqs uo pasy sprrq ou l:!yl poda.1 ah\ ;/Cueduo=) ayl jo laarIs a3ue~eq arp jo 
FC~I~EUI~U~Y~ Ilelalio ne uo pue sn 01 V:)A!~ suo!~uue~dxa p~e II~!IVUO~U! ayl 01 ?~11~1033v (tps) 

..raaL ayl jo pua ayl 
le 8urpuejslno seM 198'0~8~~~9'~ ~;:q q3q~ jo 198'0~8'~~9'~ 1.s~ S~M ~eaL ayl 2u!mp 
palsaliu! puq snl&ns/a~pr jo lunoml:: runru!xaru :I~L .pueurap rro alqeLed sluarrrlsa,\u! 
p1nb11 u! palsa~u~ IC~~ryu~eo" uaaq a.jl?I.[ uo!laz!l!]n aleypaurur! JOJ pa~~nbal lor1 aiaM y3!y~ 
spuq sn[&ns/a[p~ y8norll 'pauyelclo a.raM sue01 aql q3ry~ .roj asodrnd ayl 103 parldda 
alaM sue01 uual 'luaura'ogeueur arIl li;rl SII 01 ua.412 srro~leue~dxa pua uo~leurrojut uo pasag (IAY) 

.uo!lnlysuj ~a~~uerr J JO yueq uroy s.raqlo ICq uayej sue01 .roj aajue~ud Xua 
ua~@ lou set1 /Cuedrrroj ayj 'sn oj ~r:rli!Z suo!lsueldxa pue uoperuop arll oj Zu!p.rom~ (AS) 

.ICueduro3 aylol alqe~~dde 
IOU ale Japq ayl jo (lirx)p asnep 10 suo!syo.rd aql 'IC1Surp.1033~ .sluarulsaliu! laylo pue 
salnluaqap 'sap1m3as 'sa~eys u! Z~1!1)i?.rl .ro u! Su~lec~p lou SI Xueduro=) ayl 'uorurdo mo u1 (A!x) 

..4neduroj 
aql 01 a1qe3qddu lou ale laplo ail] jo (~!!x)p asnep JO suors~lio.rd arll 'aloja.ray1 
.ICla130s~ punj lgauaq Ienjnur / ~yp!u e lo prrnj pq3 e IOU s! /Cueduroj aqj 'uop!do mo q (rrrx) 

.sa!lun3as laylo pue sa-nquaqap 'sa~eq!; jo a8paId jo /C~M Lq IClun3as jo s~seq 
arp uo sa~ue~pe pug swo~ paluel: IOU sey /Cuedu1u:ro3 ayj 'sn 01 pa3npo.rd sp.ro~a.r pue 
s~uarun3op ayl uo paseq pue sn 01 rr:vqZ suopuue1tIxa pw uo!leuuojrr! ar[l 01 Ziu!p.r0~3~ (!!x) 

's.!"p~oq alnluaqap 10 yueq 'uo!jnj~lsu! ~e~~uuurj e 01 sanp 
jo luaurXedal ur pallnejap IOU sey Lueduro=) aql leql uorurdo aql jo ale aM LjuauraSeusur 
ayl ICq ualir8 suo!laueldxa pw uogeLuloju! ayl lad se pue sampa3o.rd lrpne mo uo pasea (rx) 

.lea/C ~ey~ueug 2u!pa3:3~.cl IC~ale~paunrr~ pua luaun:, ayl m sass01 ys~3 pam13ur 
lou sey j! pue ~eaA ~e~ueug arp 30 pa ayj le sassq pa~e~nurn33e orr sey /Cueduo3 ay1 (x) 

.alndsyp ICua jo lunome uo pal!sodap uaaq 
lorr aliey y31q~ ssa3 pue Ajnp asy3z-a 'IClnp surolsn3 'xel a3!~1as 'xel ylIeaM 'xel-sales 'xej 

auro3u! jo sanp orr ale a.rayl 'sn o:~ ~ali!S uo!leue1clxa pue uoyerruojul ayl 01 ~U!PJO~~V (3) 

.alq~!/;ed aure3aq Xaql alep ayl u1o.r~ sq~uour XIS ueyl aloru 
jo popad e loj 'pua leaL ayl je '8u!pualslno alafi say hrolnlers palnds~pun .rar[lo pue ssa3 
'ICl11p as13xa '/Clnp SUIO)S~~ 'xel-sa~e!; 'xel a31luas 'xel-rljlea~ 'xel-aruo3uj 'a3uemsul alels 
,saa/Co~dura 'puq uo!palo.rd pw uo!rz3upa .rolsaAu! 'pq luap~lio~d jo 13adsa.r u! alqeXed 
slunorue palndsIpun ou 'sn 01 u:)n!Z suo~leue[dx:> pue UOI~~UI.IOJUI arIl 01 2u[p-1033~ (q) 

'SIl0!.4JS Uaay iOU 

~ALJZ~ j!sodap if! .~ii11/2/) ~/.';)I!J 1!3~101/1 ::;)!)~AOl~jIlL7 a/v~.ido.ldd~) fij!.~ /7a2!~01iqi i2/../1)/1lB~.1 
uaaq jou aitnz/ yn!y.lt 1-171 vo,tssaJC:l,rj , saatiold~a Jb ssnp jb nsug u! jdansn .sa~llloyli~e 
ale~ldo~dda arIl yl~~ paj~sodap IC~-rr?lnSal uaaq iilla.raua8 a:\ey ssa3 pue Llnp 3~13x3 'IClnp 
sruojsn:, 'xel-a31~.1as 'xel-yl~eaki 'x~?l-s31es 'xel-aruo3u1 'a~uemsut alels csaaXoldwa 'punj 
rro!l3alold pue uoyle3npa -rolsaliu! ',-pay ~rrap~no.rd Su!pnpu! sanp lirolnlels paa-tdstpun (e)(x!) 



SR. BATL rsor c Co. 
Auditors' Report 
SKS Microfinance Private Limited 

Page 5 of 5 

(xix) According to the infornlation and er;planations gi\lt:n to us, during the year covered by 
our audit report, the Conlpany had jssued 2,500 debentures of Rs. 100,000 each. The 
Company has not created any security / charge in r1::jpect of debentures issued. However, 
the time for such creation security / charge has not (:lapsed as on the date of this reporl. 

(xx) The Company has not made any public issues during, the year 

(xxi) Based upon the audit procedures perfoi-med for the ~~urpose  of reporting the true and fair 
view of the financial statements and as per the information and explanations given by the 
inanagement, we repoi-t that no material frauds on or by the Company were noticed / 
reported during the year although there were some instances of frauds on the Conlpany 
by its employees as given below: 

(a) Thirty-three cases of cash e~nbezzlements 01. the employees of the Conlpany 
aggl-egating to Rs. 7,079,683 weye reported tlzrring the year. The services of all 
such employees involved have been terminated and the Conlpany is in the process 
of talung legal action. We have been infon~led that nine of these enlployees are 
absconding. The outstanding loan balancr: (net of recovery) aggregating to 
Rs.5,377,428 has been written off; 

(b) Eighteen cases o f  loans given to non-existerit borrowers on tlze basis offictitiotls 
tlocumentation created by the employees o f  the Company aggregating to 
Rs.5,645,657 were reported d~lring the year. 'Ihe services of all such employees 
involved have been terminated and the Compa~iy is in the process of talung legal 
action. The outstanding loan balance (net of recovery) aggregating to Rs.4,253,379 
has been written off; and 

(c) Onc case of fraud by an enlpkyee of the Conymny in coll~rsion with vendors has 
been reported during the year. The aggregate value o f  transactions is 
Rs. 8,610,755 (incltlding Rs.3,051,510 in i.espect of the pre~ious year). The 
servlces of the said employee and the arrangements with the s a ~ d  vendors have 
been terminated. The Company has initiated legal action and cnminal proceedings 
aga~nst such employee. The fin,~incial egect o f the  loss incui-red by tlze Coinpamzy is 
iiot czrrrently quant!fiable. 

For S.R. BATLIBOI & Co. 
Chartered Accountants 

per Viren H. Mehta 
Partner 
Membership No.: 48749 

Muinbai 

6 MAY 2039 
Date: , I-- 



SKS MICROFINANCE PRIVATE LIMITED 
Balance Sheet as at March 31,2009 

~chedt i&,  March 31,2009 March 31,2008 

--- Rupees Rupees 
SOURCES OF FUNDS 

Shareholders' Funds 
Share Capital 

Stock Options Outstanding 

Reserves and Surplus 2 6,058,634,113 1,679,472,069 

Loan Funds 
Secured' Loans 

Unsecured Loans 

TOTAL 

APPLICATION OF FUNDS 

Fixed Assets 
Gross Block 
Less: Accun~ulated Depreciation 
Net Block 
Capital Work in Progress Including Capital Advances 

Intangible Assets 
Gross Block 
Less: Accun~ulated Amortization 
Net Block 
Capital Work in Progress Including Capital Advances 

Deferred Tax Assets (Net) 5 42,403,359 9,389,663 

Current Assets, Loans and Advances 
Cash and Bank Balances 
Other Current Assets 
Loans and Advances 

Less: Current Liabilities and Provisions 
Current Liabilities 
Provisions 

Net Current Assets 

TOTAL --- 26,516,647,497 10,023,807,916 

Notes to Accounts I' -- 
The schedules referred to above and notes to accounts form an integral part of the Balance Sheet. 

As per our report of even date 

For S. R. Batliboi & CO. 
Chartered Accountants 

For and on behalf of the Board of Directors of 
SKS Microlinance Private Limited 

per Viren H. Mehta 
Partner 
Menlbership No.048749 v-- Manish umar 

Place: 

Chief Financial Officer Company Secretary 



SKS MICROFINANCE P W A T E  LIMITED 
Profit and Loss Account for the year ended March 31,2009 

~ c h e d u G  March 31,2009 -- March 31,2008 
--- Rupees Rupees 

INCOME 
Income from operations I I 5,060,401,138 1,624,656,820 

Other income 

TOTAL 

EXPENDITURE 
Financial expenses 

Personnel expenses 14 1,376.734,4 10 477,553,378 

Operating and other expenses 15 759,662,790 280,7 1 1,304 

Depreciation and amortization 4A & d B  108,468,322 51,110,338 

Provisions and write offs 

TOTAL 

Profit before tax 

Provision for tax 
Current tax 
Deferred tax 
Income tax for the previous year 
Fringe benefit tax 

Total tax expense 

Profit after tax 
Profit brought forward from previous year 
Profit available for appropriation 

APPROPRIATIONS 
Transferred to Statutory Reserve 
Surplus carried to Balance Sheet 

--- 
Earning per Share (Basic) (Refer Note 13 of Schedule 17 ) - --- 17.95 5.53 
Earning per Share (Diluted) (Refer Note 13 of Schedule 17 ) - 17.89 5.53 

Notes to accounts 17 ---- 
The schedules referred to above and notes to accounts form an integral part of thz I'rofit and Loss Account 

As per our report of even date 

For S. R. Batliboi & Co. 
Chartered Accountants 

per Viren H. Mehta 
Partner 
Membership No.048749 
Place: 

17 !? c ." ., ?.,! ,; .-; 29 
Date: ,,,% .!%;; ; C j  ., ! 

For and orn behalf of the Board of 
SKS Mirrojbnance Private Limited 

/ I 

$ti! l& 
Vikrarn 4kula 
Chairma11 * ~ a r # ~ i n ~  Director [a- 
S.Dilli Raj / Manish kumar  
Chief Financial Officer Company Secretary 



SliS RIICROFINANCE PRIVATE LIRII'TED 
Scheduiies to Biila~nce Sheet and Profit and Loss ,\ccourlt 

---- -..---.---. Mnrcll31.2009 ~Vllarch 31. 1008 

Schedulle 1: Share Capital 

Authorized Share Capital 

Eqrity Shares 
82.000.000 (Previous Year 52,000,000) equity shal-es of Rs. 10 each 

Preferernce Shares 
13,000,000 (Previous Year 3,000,000) preference shares of Rs. LO each 

Issued Share Capital 

Equity Share Capital 

Issued, Subscribed and Paid-up 
47,707,856 (Previous Year: 44,138.481) equlty shares of Rs. 10 each fully paid u p  

Js!ioed, Subscribed and Partly Paid-up 

3,1363,415 (Previous Year: 3,863,415) equlty shares of Rs. 10 each, Rs.0.50 paicl I I ~  

Preference Share Capital 
Issued, Subscribed and Fully Paid-up 

9,155,625 (Previous Year: Nil) 0% co~npulsorily convertible preference shart::; of Rs. 10 91,556,250 

each compulsorily convertible 011 December 26, 2009 with an option to the holder o convert 
the holding at any time before that date 

Total 

Schedule 1A: Stock Options Outstanding (Refer Note 8 of Scinedule 17) 

Employee stock options outstanding 
Less : DeFerred E~nployee compensation outstanding 

Schedule 2: Reserves and Surplus 

A. Securities Premium Account 
As per last Balance Sheet 
Add: Additions during the year 
Sub-total 

B. Statutory Reserve 
As pel- last Balance Sheet 
Add: Transferred from Profit and Loss Account 
Sub-total 

C. Profit and Loss Account 
Surplus brought forward from the Profit and Loss Accoi~nt 808,321,307 166,257,502 

Add: Adjustment for provision for employee benefits provision (Refer Note 9 of' Schedule 268,170 

17) 

Sub-total 

Total 
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KS MICROFINANCE PRIVATE LIMITED 
cliedules to Balance Slieet and Profit and Loss Account 
clleclr~le 4 : Fisecl Assets al~cl llltal~gible Assets 

4. Fisetl Assets 

IS. lritaligible Assets 

- . -----.- . -- I _ 
T H i i  i LC ijLHiIS AS 011 ~ritiirioils ueietior~ As 011 As on b or tllc Dclctioll Total 

April 1,2008 March 31,2009 April 1,2008 Year March 31,2009 

PARTICLILARS 

I) Fuinitul.e and Fixture 

11) Plant and Machineiy: 
Computers 
Office Equipments 

I) Goodwill 39,701,135 ' 
11) Co~nputel. S(3ftwal.e 60,302,219 21,233,517 

GROSS BLOCK DEPRECIATION 

111) Vehicles 741,150 741,150 318,860 I 101,564 1 
- I 450,424 1 290,726 392,290 

As on 
April 1,2008 

35,428,584 

76,635,326 
10,484,266 

As on 
April 1, 2008 

26.733,509 

19,273,211 
2,000,3 18 

NET BLOCK 

rota1 123,289,326 127,948,555 243,028 250,994,853 48,355,901 78,574,628 1 57,840 
'revious Year 86,784,508 1 123,289,326 1 32,477,542 1 

As on 
March 31,2009 

17,969,328 

SS.190.715 
3 7.381.395 

126,862,689 1 124,132,164 1 73,903,425 
48,355,901 1 74,933,425 I 

Additions 

42,070,497 

73,174,192 
12,703,866 

For the 
Year 

32,738,706 

12,013,516 
3,720,512 

As on 
March 31,2008 

8.695.(i75 

57,362,l 1 "  
5.483.94s 

Deletion 

101,655 

39,923 
101,450 

Deletion 

44.117 

7,SSU 
15.843 

As on 
March 31,2009 

77,397,426 

149,769,595 
23,086,682 

Total 
March 31,2009 

59,42S,O?S 

51,278,880 
5.705.287 



ShS  bIICROFINANCE PRIVATE LIMITED 
Schedules to Balance Sheet and Profit and Loss .4ccount 

-- -.----.-,-- March 3 1,2009 March 31,2008 

Schedule 5: Dei'er~.etl Tax Assets I (Liabilities) (Net) 

Det'erred Tax Assets 

Dil'ference clue to disallowance of expenses under sect~on 43B of Income tax Act, l ' h l  

Dil'ference due to disallowance of provision for doubtful debts 23,266,153 10.927.347 

Dil'ference due to charge of tax on income on non-performing assets: 2,886,556 

Gross Deferred Tax Assets 42,655,353 14,847,282 

Deferred 'Tax Liabilities 

Differences in depreciation and other differences in block of fixed :assets and intang~blc: 
assets as per tax books and financial books 

Gross Deferred Tax Liabilities 25 1,994 5,457,619 

Net Deferred Tax Assets 

Scl~edule 6: Cash and Bank Balances 

Cash on hand 

Balances with Scheduled Banks: 

On current accounts 

On deposit accounts 

(01' the total deposits placed with banks, lien has been pa~tl:y rnaked agains;: deposit 
certificates of Rs. 1,113,095,393 (Previous Year 11s. 136,897,979) towards term loans 
availed from banks, financial institutions and towards cash collateral placed in cor~ncction 
with asset assign~nents) 

Balances with Unscheduled Banlis (Refer Note 17 of Schedule 17) : 

On current accounts 

Total 

Schedule 7: Other Current Assets 

Interest accrued but not due 

On portfolio loans 

On deposits placed with banks 

Others 

Total 



SKS M I C R O F I N A N C E  P R I V A T E  LIWIITED 
Schedules to Balance Sheet and Pro t i t  and Loss Acco -- II rlt 

.---.- ---,. 
Nlarch 31, 2009 M a r c h  3 --- I., 2008- 

Schedule 8: Loans and Advances 

A. Portfol io Loaris (Unsecured, considered good) 

Loans cmcler joint liability g-oup scheme 

Individual loans 

6. Portfol io Loans (Unsecured, considered doubtful) 

Loans under joint liability group scheme 

Individual loans 

Su b-Total 

C. Other  Loans and Advances 

Secured, considered good 

Employee loans 

Unsecured, considered good 

Loans to SKS Microfinance E~nployees Benefit Trust 
(Refer Note 18 of Schedule 17) 

Advances recoverable in cash or kind or value to be I-~:c;eivecl 

Deposits 

Interest accrued and due 
On portfolio loans 
On deposits placed with banks 

Su b-Total 

Tota l  (A+B+C) 

Schedule 9: Cur ren t  Liabil it ies 

Sundry creditors (Refer Note 19 of Schedule 17) 
(Due to micro and s~nall enterprises: Nil (Previous 'r'cz~r: Nil) 

Deferred income 

Interest accrued but not due 

Statutory dues 

Tota l  

Schedule 10: Provisions 

Provision for taxation (Net of advance tax payment...) 

Provision for fringe benefit tax (Net of advance tax paylnents) 

Provision for non performing assets 

Provision for gratuity 

Provision for leave encashment 

Total 



SK8 [LIIC'ROFINANCE PKIVA'I'E LIMITED 
Schedule!+ to B a l i ~ ~ ~ c e  Sheet and Profit and Loss .\ccoant -- 

March 31.2009 March 3 1.2008 

Schedule 11: lricon~e from Operations 

lnterest income oti portfolio loans 

Membership fees 
(Ner of service tax of Rs. 9,253,416 (Previous Year: Rs. 4,530,379) 

Loan origination charge 

Income from loan management services 

Inccl~ne from assignment of loans (Refer Note 3 of Schedule 17) 

Total 

Schedule 12: Other Inconle 

Interest on bank deposits 
(Tax deducted at source: Rs.37,848,044 (Previous Year: Rs.4,218.984)) 

Dividend from mutual fund investtnents (non-trade) 

Insurance com~nlssion 
(Tax deducted at source : Rs. 27,041,408 (Previous Year : Nil)) 

Group insurance administrative charges 

Profit on disposal of fixed assets 

Miscellaneous income 
(Tax deducted at source : Rs.80,104 (Previous Year : Nil)) 

Total 

Schedule 13: Financial Espe~~ses  

Interest 

On tenn loans from banks 

On tenn loans from financial institutions 

On other loans 

On overdraft facility 

On debentures 

Loan processing fees 

Guarantee fees 

Bank charges 

Total 

Schedule 14: Persorinel Expenses 

Salaries and incentives 

Staff leave encashment 

Contribution to Provident Fund 

Graluity 

Staff welfare expenses 

Total 
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SKS [tlict-ofinat~ce Private 1,iniited 
Cash Flow Stateniel~t lor  the year ended blarch 31, 2009 

.------ March 31,2009 blarch 31, 2008 

.- -.-- Rupees Rupees 

A. Cash flow from operating ;~ctivities 

Nct profit befire taxation 1,240,571.791 289,426,804 

ildjustnients for: 

1)eprcci;ition and amortizatio~i 108,468.322 51,l 10,338 

I'rovision for cmployee benefits 46,657,754 IS,851,191 

I<mployce stock options and sh:ire purchase sche~ne 

Share issue expenses 

I'rovision for no11 performing assets 6,958,755 32,148,713 

13ad debts written off' 

I ~ s s  on asset a s s i ~ ~ m e n t  

Other balances written otT 

Profit on disposal of fixed asseki 

Operatil~g profit before workiug capital cllal~ges 

Movenlents ill worliiu~g capital: 

(Increase) /decrease in portl'olio loans 

(Increase) / decrease in current assets 

(Increase) I decrease in loans and advances 

(Dzcrease) I Increase in current liabilities 

Cash geilerated from operations 

'laxes paid 

Net cash gellerated from operatil~g activities 

B. Cash tlolv from investing activities 

Purchasc of tixed assets (Including capital work in p r o ~ e s s )  

Sale of fixed assets 

Purchase of intangible assets (Including capital work in progress) 

Purchase of~nutual funds units 

Redemption of mutual fund unih 

Net casli flow ill illvesting activities 

C. Cash tlolv from financi~lg activities 

Proceeds koln issuance of share capital (Including share premlum) 

Share issue expznses 

Secured bon-owings (net) 

linsccurcd borrowings (net) 

Dank delmsih not considered as cash and cash equivalent (nct) 

Net cash generated from final~cing activities 

Net increase/ (decrease) in cast1 and cast1 equivalents 



SKS Microfinance Private Limited 
Cash Flow Statement for the year ended March 31,2009 . 

--. March 31,2009 March 31,2008 

-- Rupees Rupees 

Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents a t  the end of the year 
(Refer Note 20 of Schedule 17) 

As per our report of even date 

= 5 W G u 5 ~ @  
For S. R. Batliboi & Co. 
Chartered Accountants 

per Viren W. Mehta 
Partner 
Membership No.048749 
Place: 

For and on behalf of the Board of Directors of 
SKS Microfinance Private Fiplited 

Vikram Akula resh Gurumani 
Chairman 

S.Dilli Raj d Manish Kumar 
Chief Financial fficer Company Secretary 



SKS MICROFINAYCE PRIVATE LIMITIID 

NOTES ANNEXED TO AND FORMING PAl-LT OF BALAhC'E SHEET AS AT R/PARCEI 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR THE YEAR EiriDED MARCH 31,2009 --- 

Schedule 17: Notes to Accounts 

1. Nature of operations 

SKS Microfinance Private Limited ('the Company') is engaged in micro finance lending activities 
for providing financial services to poor woinen in the rural areas of India who are organized as 
Joint Liability Groups ('JLGs'). The Coi~ipany provide:; $mall value collateral free loans up to 
Rs.25,0001- For tenure of fifty weeks for income generatioil to poor women in groups. 

All financial transactions are conducted in [he group meet~ngs organized near the habitats of these 
women. The operations, in the initial stages of group fomlation, involves efforts, on developmeilt 
training on financial discipline: and later constant monitoring through weekly meetings, and 
providing financial and support services at the doorsteps oj'the borrowers to ensure high rates of 
recovery. In case of loans given to JLGs, the Company ibllows weekly collection for recovery of 
loans and the interest accrued thereon. 

The Coinpany also provides individual loans to the existap members ranging between Rs.35,000 
to Rs.50,000 for income generation activities for a tenure ranging from twelve months to twenty 
four months. These loans are generally givcn to meillberh tcho have completed a illinimuin of one 
cycle of loan under JLG. In case of individual loans, the C'oinpany follows nlonthly collection for 
recovery of loans and the interest accrued tilereon. 

The Con~pany has also tied up with insurance companies to acts as Group Insurance Manager and 
Micro-Insurance agent for providing group health ancl life insurance to its members. The 
Company collects nominal charges fiom its inenlbers to i:leet the administrative cost incurred. 

2. Statement of Significant Accounting: Polic- 

a. Basis of preparation of financial statemel& 

The financial statements have been prepar1:d to conlply 111 all mateiial respects with the Notified 
Accounting Standards by Companies Accounting Standards Rules, 2006, the relevant provisioils 
of the Companies Act, 1956 ('the Act') and the provisions, of the Reserve Bank of India ('RBI') 
as applicable to a non banking financial c'ompany. The f~nancial statements have been prepared 
under the historical cost convention on an accrual basis :x.cept interestldiscount on a loan which 
have been classified as Non Performing Assets and is accounted for on cash basis. The accountiilg 
policies have been consistently applied by the Coml3aily and are consistent with those applied in 
the previous year. 

b. Use of estimates 

The preparation of financial statements in confonllity with generally accepted accounting 
principles requires management to inake estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of continger~t liabilities at the date of the financial 
statements and [he results of operations during the reporting period end. Although these estimates 
are based upon management's best knowledge of curreill. events and actions, actual results could 
differ from these estimates. 



SKS MICROFINANCE PRIVAI'E ILIMI'TED 

NOTES ANNE~WD TO AND FORMING It,nnw OF BALAIVCE SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR 1'HE YEAR ENIIED MARCH 31,2009 

--- 

c. Revenue recognition 

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

i. Interest income on loails given is recognized under the internal rate of retuin method. Income 
on non-performing assets is recognizetl only when rca!  zed and any interest accruing on such 
assets is de-recognized totally by reversing the interest income already recognized. 

ii. Loan origination fees on loans being an ad.justment to yield is recognized over the life of the 
loan on a straight line basis. 

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

iv. Membership fees are recognized on an upfront basis. 

v. On sale of receivables under asset assi,onn~ent arrangt:~:nent, the profit arising on account of 
sale is recognized over the life of the receivables assiqed on an accrual basis and loss, if any, 
arising on account of sale is accounted immediately. 

vi. Dividend income is accounted on e~tab~lishnent of light to receive basis by the Balance Sheet 
date. 

vii. All other income is recognized on an accrual basis. 

d. Fixed assets 

All fixed assets are stated at hstorical cost less accun~ulated depreciation and impaimlent loss, if 
any. Cost comprises the purchase price and any attributable cost of bringing the asset to its 
working condition for its intended use. 

e. Intangibles 

i. Goodwill is aillortized using the straight-line method over a period of five years. 

ii. Software cost related to conlputers are c~pitalized ancl aillortized using the written down value 
method at a rate of 40% per annum. 

f. Depreciation 

i. Depreciation on fixed assets has been provided on tb: written down value method at the rates 
prescribed under Schedule XIV of the Conlpanies Ac?., 1956. 

ii. Fixed assets costing upto Rs. 5,000 individually are fillly depreciated in the year of purchase. 



SKS MICRIOFINANCE PRIVATE LIMITED) 

NOTES ANNEXED TO AND FORMING PAIR'F OF BALAPd{ 'E SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR 'THE YEAR EFIIjED MARCH 31.2009 

g. Impairment 

'The carrying amounts of assets are reviewed at each balance sheet date if there is ally indication 
of inlpairment based on internaVexterna1 lactors. An impairment loss is recognized wherever the 
canying alnount of an asset exceeds its recoverable amount. The recoverable amount is the 
greater of the asset's net selling price ancl value in use. 111 assessing value in use, the estimated 
future cash flows are discounted to their present value at the weighted average cost of capital. 

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

h. Leases 

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of 
the leased term are classified as operating leases. Operating lease payments are recognized as an 
expense in the Profit and Loss Account on a straight-line basis over the lease term. 

i. Investments 

Investments that are readily realizable and intended to be held for not more than a year are 
classified as current investments. All other investments are classified as long-term investments. 
Current investments are canied at lower of cost and fjir value detemined on an individual 
investment basis. Long-term investments are carried at co;;t. However, provision for diminution in 
value is made to recognize a decline other than temporary in the value of the investments. 

j. Foreign currency transactions 

i. All transactions in the foreign currency are recogmzed at the exchange rate prevailing on the 
date of transactions. 

ii. Foreign cui-rency monetary items are reported using the exchange rate prevailing at the close 
of the financial year and net gain 01- losses are recognized as income or expense. 

iii. Exchange differences arising on the settlement of monztary items or on reporting Company's 
monetary items at rates different from those at which they were initially recorded during the 
year, or reported in previous financial statements, arc recognized as income or as expenses in 
the year in whch they arise. 

k. Retirement and other employee benefits 

i. The monthly contributions towards Provident Fund and Enlployee's State Insurance Scheine 
are charged to Profit and Loss Account for the year. 

ii. Gratuity liability is defined benefit obligations and is provided for on the basis of an actuarial 
valuation on projected unit credit method made at the: end of the financial year. 

iii. Short tern1 compeilsated absences are provided .Car based on estimates. Long term 
coinpensated absences are provided for based on actllarial valuation. The actuarial valuation 
is done as per projected unit credit method at the end of the financial year. 

IV. Actuarial gains/losses are immediately taken to Profii a td Loss Accoult and are not deferred. 



SKS MICROFINANCE PKIVATE LlklI'~ED 

NOTES ANNEXED TO AND FORMING PAlKlr OF BIILAYIICE SHEET AS AT NIARCH 31,2009 
AND PROFIT AN11 LOSS ACCOUNT FOR'lr)i[E m A R  IEiUDED MARCH 31,2009 

-- .- 

I. Income Taxes 

Tax expense conlprises of current, deferreti ant1 fringe bcnefit tax. Current income tax and fringe 
benefit tax is measured at the amount expected to be paicl to the tax authorities in accordailce with 
the Indian Inconle Tax Act. Deferred inc;ome taxes reflects the impact of current year tinling 
differences between taxable income and a.ccounting incorile for the year and reversal of timing 
differences of earlier years. 

Deferred tax is measured based on the tax I-ates and the tax laws enacted or substantively enacted 
at the balance sheet date. Deferred tax assets are recognized only to the extent that there is 
reasonable certainty that sufficient future taxable income will be available against whch such 
deferred tax assets can be realized. 

The canying amount of the deferred tax assets are revi~:\ved at each balance sheet date. The 
Con~pany writes down the carrying amouiit of the deferrt:d tax assets to the extent that it is no 
longer reasonably certain or virtually certain as the case lnay be, that sufficient future taxable 
income will be available against which deferred tax asset can be realized. Any such write down is 
reversed to the extent that it becomes reasonably certair 0 1 -  virtually certain, as the case may be 
that sufficieilt future taxable income will be available. 

m. Earnings per Share 

Basic earnings per share are calculated by tlividiilg the net profit or loss for the period attributable 
to equity shareholders (after deducting preference dividend and attributable taxes) by the 
weighted average number of equity shares outstanhng during the period. Partly paid equity 
shares are treated as fraction of an equity share to the extent that they were entitled to participate 
in dividends related to a fully paid equity share during tht: reporting period. 

For the purpose of calculating diluted ea~mings per share., the net profit or loss for the period 
attributable to equity shareholders and the weighted average number of shares outstanding during 
the period are adjusted for the effects of all dilutive potential equity shares. 

n. Provisions 

A provision is recognized when an enterprise has a present obligation as a result of past event; it 
is probable that an outflow of resources 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 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. 

o. Cash and Cash Equivalents 

Cash and Cash equivalents in the Balance Sheet comprise: cash at bank and in hand and shoi-t-ten11 
investments with an original lllaturity of three months or less. 



SKS MICROFINANCE PRIVATE LIMITED 

NOTES ANNEXEI) TO AND FORMING PART OF BALAI\CE SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR THE YEAR ElVnlED MARCH 31.2009 

p. Emplovee Share Basetl payments 

(a) In case of Employee Share Purchase Plan, measil~.c~nent and disclosure of the employee 
share-based payment plans is done in accordance wi-!!I the Guidance Note on Accounting for 
Employee Share-based Payments, issued by 1 . 1 ~  ICAI. The Company measures 
compensation cost relating to emp1o:yee share purchase plan using the fair value method. 
Such compensation expense is recognized imnetfiately as these are granted and vested 
imnediately. 

(b) In case of Employee Stock Option Plan, measurement and disclosure of the employee share- 
based payment plans is done in accordance with the Guidance Note on Accounting for 
Employee Share-based Payments, issued by Ihe ICAI. The Company measures 
compensation cost relating to employee stock options using the Black-Scholes Model. 
Compensation expense is recognized. over the vesting period of the option on the straight 
line basis. 

q. Classification of Loan Portfolio 

i. Loans are classified as follows: 

I I weeks I months I 

Asset Classification 

"Overdue" refers to interest and/ or installment remaining unpaid from the day it becaine 
receivable. 

ii. All other loans and advances are classi Fied as standard, sub-standard, doubtful, and loss assets 
in accordance with the extant Non-Ba.nlung Financial (Non-Deposit Accepting or Holding) 
Clompanies Prudential Norms (Reserve Bank) Directions, 2007. 

Loans und& JLG schenie- 

r. Provision policv for Portfolio Loans 

Individual Loans 

i. Loans are provided for as per the management's estimates, subject to the mininlum provision 
required as per Non-Banking Financial (N011-Del)o~;il Accepting 01- Holding) Coinpallies 
Prudential Norms (Reserve Rank) Directions, 200'7. 'T'he provisions ilorln adopted by the 
Company is as follows: 



SKS MICROFINANCE PRIVATE LIMITED 

NOTES ANNELXED TO AND FORMING 1'A1.ll7 OF BrlLAhC'E SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR THE YEAR EI'rlDED MARCH 31,2009 

- .- 

JLQ; Loan& - Prolisionis~g and write offl~olicy 

Note 1: Standard Asset provision is linked 10 the Portfolio at ksk** (PAK) as sl~own below: 

isset 
Clafsiiication 

Standard 
Sub-Standard 
Losq Assets 

BLP ILoans - Pvovisioning and wriite off pdic:; 

If Portfolio at Risk Estimated Provision 
adopted hy the Company 
(% of Standlal-d Assets) 

0 - 1 %  0.2 5% 

Asset 
Classification 

Standard 
Sub-S tandard 
Doubtful assets 
1,oss Assets 

iirrcar Bc riot I 

norms 
L,css than E weeks NI 1 
Over 8 wecks - 25we1. ks N11 
More than 25 weeks 1 00° 1 

I Above 2% 1 .OO% - 1  
** Pol-tlblio at Risk represent overdue ns percentage ;I; gross loails outstanding computed 

Estisasatcd 
Provi3ion atlloptcd 
by the Cornpan? 

Note 1 
50'30 

Wntc off 

--- 

12 8311 prudential 
--- norms 

Less than 3 nlo~ltlls NIL 
--- 

Over 3 - 6 months NIL --- 
Over 6 - 12 illonths 10% 
More than 12 months 100% 

Above 1% to 1.5% 

separately for JL,C loans and ILP loans. 

Estimated 
PITOV~S~OH~ adopted 
by the Company 

Note 1 
10% 
50% 

100% 

0.51:)% 

ii. A.11 other loans & advances are provi.ded for in accordance with the extant Non-Banking 
Financial (Non-Deposit Accepting or tl:olding) Cornp;!nies Prudential No~nls (Reserve Bank) 
Directions, 3007. 

iii. All overdue loans where the tenure lof the loan is: completed and in the opinion of the 
management amount is not recoverable, are written or'f'. 

Above 1 .jO,l to 2'; 

iv. Further all loss assets identified per the extant RBI guidelines are provided 1 written off 

-- 

0.7:59/1 

3. Assignment of loans 

During the year the Company has sold loans througl~ direct assignment. The infonnation on direct 
assignment activity of the Company as an originator is as sti,own below: 

I Particulars I For the year I For the year I 
I ended I ended / 

31-Mar-09 
Total book value of the loan asset assignecr - 13,977,404,462 

31-Mar-08 
4,102,683,779 

Sale consideration received for the loan asset assigned 14,4 12,999,597 
Incon~e from asset assignment recognized in the Profif f 480,2 14,4 19 

4,102,683,779 
165,619,867 

and Loss Account 
Cash margin placed with banks .- - 1  834,045.299 40,62 1.9 1 5 



SKS MlCROFllVANCE PRIVATE LIMITED 

NOTES ANNEl\(ED TO AND FORMING 1'AlXT OF B I I L A ~ C E  SHEET AS AT MARCI-I 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR ?'HE YEAR EIVDlED MARCH 31,2009 

- - .- 

Under the agreement for the assignment of loans the Company has transferred all the lights and 
obligations relating to the loan assets assihaed as show~l sbove to various banks. The guarantee 
given by the Company under the asset assilnnlent has becn disclosed in note 7 below. 

4. Segment information 

The Con~pany operates in a single reportable seLgnent i.e. le:nding to members, which have similar 
lisks and returns for the purpose of AS :17 on 'Segi~lc:~it Reporting' issued by the ICAI. The 
Company does not have any reportable geo,gaphical segment. 

5. Related parties 

a. Names of the related parties 

interest in the Company: 
a. Sequoia C'apital India Growth Investment I 
b. Sequoia C'apital India 11, LLC 
c. Teias Verllures 

Key Management Personnel (Managing Director and CEO 

Director and CEO till 

1 Relatives of Key Management I'ersonnel Mr. Krishns .&la - Father of Mr.Vikram Akula 1 (Related Parlv till October 13. 20081 

**Remuneration paid to Managing director is disclosed in rute 10 below 

b. Related party transactions 

Transaction 
Issue of Equity 
Shares 
(including 
share 
prenzlum) 
Rent expenses 

Entities holding Key Management 
Management Substantial Interest 

Personnel 

during the year 
- 537,371,924 

875,000 
Balances as at year end 
Share Capital 
Incentive 
Payables 
ESOP 
Outstanding 

10,000,000 7,040,000 

177,162 2,5 1 1,958 



SKS MHCROFlNANCE PRlVATE LIMITED' 

NOTES ANNELXED TO AND FOKlMlNG PALIT OF BALAPi(:E SHEET AS AT IVCAKCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR'I'IIE YEAR ElICDED MARCH 31,2009 

.- --- 

6. Capital con~mitn~ents 

Estimated amounts of contracts remaining to be executed on capital accouilt and not provided for: 

I Particulars 31-Mar-2009 31-Mar-2008 

For purchase i development of conlputer :software 8,990,400 

For purchase of fixed assets r 6,39 1,000 4,425,000 

7. Contincent liabilities not provided for 

. . 

assigned to various banks (including cash collaterals 
and receivable placed with banks) 

Particulars 31-Mar-2009 

Guarantees given by the Company for the loans 1,958,157,926 

8. Employee share purchase plan and emp1;ovee stock optipn scheme 

31-Mar-2008 

276,091,810 

a. Pursuant to the approval of shareholders at the Annual (ieiieral Meeting on August 07, 2008, the 
Company approved an Employee Share Purchase Plan ('ESPS') for its eniployees. 

The detail of equity shares granted and allated to enlp1oy:ea; under t h s  plan is as follows: - 

I Date of grant I Aug 25,2008 1 
--- 

July 20, 2008 

Aug 07,2008 

Vesting Option Immediate 

Nuniber of shares allotted 

Fair value per share Rs. 8 1 .OO 

I Intrinsic value per share I Rs. 10.33 1 
1 Issue price per share ~ i c % q  

--;:-I )oyee compensatioil cost pertaining to share ba.; zd payment 



SKS MICROFINANCE PRIVATE LIMITED1 

NOTES ANNE.3XID TO AND FORMING PAR'T OF BALANCE SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR 'I'I-IE YEAR EI\I [)ED MARCH 31,2009 

-- --- 

b. 'I'he Company has provided vai-ious share-lnascd paynlenr schemes to its einployees and clirectors. 
Dunng the year ended March 3 1. 2009, thc following sclierties were in operation: 

Particulars 
Date of grant Oct 15 ,2007 Nov 10,2008 Dec 8,2008 

Date of Board approval July 3 1,2007 1 Oct 30,2008 Oct 30, 2005 

Date of shareholder's approval Sept 8,2007 1 Nov 8,2008 Nov 8,2008 

Number of options granted 
Method of settlement 
Vesting optioil Inmediate 

1 1 Exercise period 48 inoilths froin the 
date of vesting 

Vesting conditions d : * * ~ ~ ~ ~  

- 

1 Date of Board approval 
I 

OC--~- Oct 15,2007 1 Oct 15,2007 

I end i f  each year 
60 months from the 48 months from the 

date of vesting date of vesting 
***None ***None 

Particulars 
Date of grant 

Number of options granted 

Method of settlement Equity Equity 

Vesting option *1 mmediate **Immediate *Immediate 
Exercise period 

plan I I ( ~ )  } pllajn n (:w~ 2008 Feb 1,2008 

I 

date of vesting date of vesting 
Vesting conditions ***None ***None 

Plan I1 (c) 
Nov 10,2008 

Date of shareholder's I Jan 16, 2008 / Jan 16,2008 1 Jail 16, 2008 

* 1/3rd of the options can be exercised within first twelve rnonths from grant date; another 1/3rd 
of the options can be exercised within tweilty four months froin grant date and the rest being 
exercised with11 thirty six months from grant date 

** 112 of the options can be exercised within twenty four rtlonths from grant date; another 112 of 
the options can be exercised withn thirty six months from prant date. 

*<:*Option holders are required to hold the services beiiig: provided to SKSMF at the point of 
vesting. 



SKS MICROFINANCE PRIVATE 1,IMPTED 

NOTES ANNE,XEI) TO AND FORMING PA:K'lT OF BALAM'E SHEET AS A'T MARCH 31,2009 
AND PROFIT #N1) LOSS ACCOUNT FOR lrl-1E YEAR EhDED MARCH 31.2009 

The details of Plan I (a) have been summarized below: 

Particulars. 

options ;it erage 
c. u ercise exercise 

1 rice (Rs.) price (Rs.) 
Outstanding at the beginning of the 1,852,158 49.77 
year 
Granted d~uing the year 

Forfeited duriilg the year 

Exercised during the year 
--- 

Expired during the year 
--- 

Outstanding at the end of the year 49.77 1,852,158 49.77 

Exercisable at the end of the year 1,852,158 1,852,158 
Weighted average remaining 
contractual life (in years) 
Weighted average fair value of 7.28 7.28 
options granted 

The details of Plan I (b) have been sunlmalized below: 

Particulars 

Outstanding at the begnning of the 
year 
Granted during the year 

Forfeited during the year 

Exercised ~luring the year 
Expired during the year 
Outstanding at the end of the year 

Exercisable at the end of the year 
Weighted average remaining 
contractual life (in years) 
Weighted average fair value of 
optioils granted 

fls at March 31,2009 As at March 31,2008 
Number of 

options 

- 

1,769,537 

1,769,537 
1669,537 

4.6 

- 

Number of 
options 

%:ighted 
2l.v erage 
exercise 

price (Rs.) 
--- 

--- 
300.00 

--- 

--- 

--- 

--- 
300.00 

--- 

--- 

--- 

2.92 

--- 

Weighted 
average 
exercise 

price (Rs.) 



SKS MICROFINANCE PRIVATE 1,IMI'TED 

NOTES ANNEXEI) TO AND FORMING PAlKlr O F  BALAYllC'E SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR TH[E YEAR EIVCIED MARCH 31.2009 

The details of Plan I (c) have been sumnlatizecl below: 

Particulars I r& at March 33:,2009 1 As at March 31.2008 

Outstailding at the beginning of the 

Number of 
options 

year 
Granted during the year 

'fiieighted 
average 
~:xercise 

- price (Rs.) price (Rs.) 

I Outstanding at the end of the year 1 900,000 1 300.00 1 - I - I 

Number of 
options 

Forfeited during the year 

Expired during the year 

I Exercisable at the end of the year I - I - I - I - 1 

Weighted 
average 
exercise 

+- 
Weighted average remaining 
contractual life (in years) 
Weighted average fair value of 1.81 
options granted ---- 

The cletails of Plan I1 (a) have been sumn:i.rized below: 

Particulars 

Outsta~lding at the beginning of the 
vear 
Granted during the year 

Forfeited during the year 

Exercised during the year 
Expired during the year 
Outstailding at the end of the year 

Exercisable at the end of the year 

Weighted average remaining 
contractual life (in vears) 
Weighted average fair value of 
options granted 

Pl,s at March 3iS-2009 
-- 

op1:ions a ~el-age 
exercise 

price (Rs.) 

As at March 31,2008 

options average 
exercise 

price (Rs.) 
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NOTES ANNEXED TO AND FORMING PART OF BALAY rl'E SHEET AS AT MARCH 31,2009 
AND PROFlT AND LOSS ACCOUNT FOR TH[E YEAR EIVlllED MARCH 31,2009 

- .- 

The details of Plan II (b) have been suinnlarized below: 

As at March 31,2008 
Nunlber of I Weighted 

r l s  at March 3 1 ., 2 0 0 9 1  
Particulars 

--- 

options average 
exercise 

price (Rs.) 

options 1 average 
( exercise 

Outstanding at the beginning of the 
vear 

I Granted during the year I - I - I 15,000 1 70.67 

Forfeited during the year 
Exercised during the year -*- 
Expired during the year 
Outstanding at the end of the year 

-- 
Exercisable at the end of the year 7,500 
Weighted average remaining 2.8 
contractual life (in years) 
Weighted average fair value of 

I options granted I I 1 I 

The details of Plan I1 (c) have been surnnlarized below: 

As at March 31,2009 

ctpt ions average 
excrcise 

puce (Rs.) 

As at March 31,2008 

options average 
exercise 

price (Rs.) 

Particulars 

Outstanding at the beginning of the 
year 
Granted during the year 

Forfeited during the year 

Exercised during the year 
Expired during the year 

Outstanding at the end of the year 

Exercisable at the end of the year 

Weighted average remaining 
contractual life (in vears) 
Weighted average fair value of 
options granted 



SKS MICROFINANCE PRIVATE LIMITED 

NOTES ANNEXED 'I'O AND FORbIING PART OF BAL,%J\ I'E SHEET AS AT MARCH 31,2009 
AND PROFIT AN11 LOSS ACCOUNT FOR 7'H[E YEAR EIVJIIED MARCH 31,2009 

- 

Stock Options granted: 

The details of esercise price for stock options outstanditig at the end of the year March 3 1, 2009 

Plan I (a) 
The weighted average fair value of stock options granted tlilring the year was Rs.7.28. The Black- 
Scholes Model has been used for cornpuling the weighted average fair value considering the 
following: 

are: 

Series 

Plan I (a)-2008 

Plan I (b)-2009 

Plan I (c)-2009 

Plan II(a)-2008 

Plan II(b)-2008 

Plan I1 (c) -2009 

Yr 3 Yr 4 
Exercise price (Rs.) 49.77 49.77 49.77 

Plan I (b) - The weighted average fair value of stock options granted during the year was 
Rs.2.92.The Black-Scholes model has been used for computing the weighted average fair value 
considering the following: 

Range of 
exercise 
prices 

49.77 

300.00 

300.00 

70.67 

70.67 

70.67 

Exercise price (Rs.) 
Expected volatility (%) 
Historical volatility 
Life of the options granted in years 
Expected dividends per annum (Rs.) 
Average risk-free interest rate (%) 
Expected dividend rate (%) 

Number of 
options 

outstancling 
---- 

1,852,158 

. 1,769,53'7 - -. 

900,000 

Weighted average 
remaining 

contractual life of 
options (in years) 

2.6 

4.6 

3.6 

Weighted 
average 
exercise 

price 

49.77 

300.00 

300.00 

70.67 

70.67 

70.67 

30,000 1.8 

15,000 

6,000 

1.8 

2.6 



SKS MICROFINANCE PRIVA'TE 1,IMITED 

NOTES ANNEXI311 TO AND FORMING PART OF BALAl\Ic('E SHEET AS AT MARCH 31,2009 
AND PROFIT AN11 LOSS ACCOUNT FOR 1rHE YEAR ENDED MARCH 31.2009 

Plan I (c) - The weighted average fair value of-' stock optiolls granted during the year was Rs. 1 .S 1 
The Black-Scholes model has been used for comp~~~.ulg the weighted average fair value 
considering the following: 

Exercise price (Rs.) 

Plan I1 (a) 
The weighted average fair value of stock options granted during the year was Rs.15.28. The 
Black-Scholes Model has been used for clomputing the weighted average fair value considering 
the following: 

Yr 3 
300.00 

Expected volatility (%) -?--- 
Historical volatility 
Life of the options granted in years -- 

Expected dividends per annunl (Rs.) 
Average risk-free interest rate (%) 5.42 
Expected dividend rate (%) 

Plan I1 (b) 
The weighted average fair value of stock: options grant(-(1 during the year was Rs.17.72. The 
Black-Scholes Model has been used for cc~nlputing the weighted average fair value considering 
the following: 

27.3 
NA 

.- 2 
- 

--- 6.03 
--- 

Exercise price (Rs.) 
Expected volatility (%) . 

Historical volatility - 

Life of the options granted in years 
- 

Expected dividends per annurn (Rs.) - - 

Average risk-free interest rate (%) 
Expected dividend rate (%) 

27.3 
NA 

3 

6.34 

-- Yr 1 
-- 70.67 

-- 20 
-- NA 
.- 1 
. - - 
-- 7.34 

-- 

27.3 
NA 

4 

8.63 

Yr 3 
70.67 

20 
NA 

3 

7.42 

Yr 2 
70.67 

20 
NA 

2 

7.38 

Yr 2 
70.67 

20 
NA 

2 

7.38 

- 

Exercise price (Rs.) - 

Expected volatility (%) . 

Historical volatility 
Life of the optioils granted in years 
Expected dividends per annum (Rs.) 
Average risk-free interest rate (%) 
Expected dividend rate (%) 

Yr 3 
70.67 

20 
NA 

3 

7.42 

-- 

-- Yr 1 
70.67 

-- 20 
-- NA 
-- 1 

-.-- 

-.-- 7.34 



SKS MICROFIIVANCE PRlVATE LIMITED 

NO'TES ANNEXED TO AND FORMING PAlKlr OF BALAI\ICE SHEET 4 s  AT MARCH 31,2009 
AND PROFlT PLND LOSS ACCOUNT FOR 'I!'H[E YEAR ENIIED MA4RCEI 31,2009 

Plan I1 (c) - The weighted average fail- value of st-ocl; options granted during the year was 
Rs.52.14. The Black-Scholes Model has been used for computing the weighted average fair value 
considering the following: 

Exercise price (Rs.) 70.67 70.67 70.67 
Expected volatility (%) 27.3 27.3 27.3 

I Historical volatilitv I - I - I - I 
I Life of the ovtions manted in vears I 1 I 2 / 3 1 

Expected dividends per annum (Rs.) 
Average risk-fi-ee interest rate (%) 
Expected dividend rate (%) 

Expected Volatility - Since SKS Microfinance Private 1,itnited is a private company, standard 
deviation as shown above is assumed based. on the stock tnarket returns over the last year. 

Effect of the employee share-based payment plans on the Profit and Loss Account and on its 
financial position: 

Particulars 
For the year 

ended 
31-Mar-09 

based payment plans 

For the year 
ended 

31-Mar-08 

--- 
Total employee conlpensation cost pertaining to share- 

9. Retirement benefits 

16,723,823 

-- 
Total liability for employee stock option outstanding as at 
year end 

The Company has a defined benefit gratuity plan. Every e:nlployee who has conlpleted five years 
or more of service is eligble for gratuity on departure ancl it is computed at 15 days salary (last 
drawn salary) for each completed year of  service. The :scheme is fi~nded with an insurance 
company in the f o m ~  of a qualifying insurance policy. 

The following tables summarize the conlponents of net benefit expense recognized in the Profit 
and Loss Accouilt and the funded status and amounts re.cognized in the Balance Sheet for the 
respective plans. 

2,569,412 1 
21,316,514 14,2 12,480 



SKS MICROFINANCE PRIVATE I,IMITEDI 

NOTES ANNEXED TO AND FORMING PART OF BAL,ZPll(:E SHEET AS AT MARCI-I 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR 'I'IIE YEAR ENDED MARCH 31.2009 

Profit and Loss Account 

Net enl~lovees benefit exvense: 
Particulars 

31-Mar-09 
Current service cost 
Interest cost on benefit obligation 832.238 270.037 
Expected return on plan assets --- (400,402) (121,223) 
Net actuarial (gain) / loss recognized in the year 8,585,222 2,005,587 
Past service cost 

--- 
Net employee benefit expense 

- 
13,330,020 3,627,458 

I Actual return on plan assets 8,31,726 1 27,624 

Balance Sheet 

Details of vrovision for eratuitv: 

31-Mar-08 
Defined benefit obligation 19,642,037 5,480,291 

I Fair value of plan assets I 17,822,480 1 5,398,173 1 

Less: Unrecognized past service cost 
Plan liability 

--- 

Changes in the fair value of plan assets are as follows: ---- 

Particulars 

Changes in the present value of the defined benefit obli~at!<)n are as follows: 

Opening fair value of plan assets 
Expected return .- 

Contributioils by enlployer - ---- 

Benefits paid .- 

Actuarial gains / (losses) 
- 

Closing fair value of plan assets 

(1,819,557) 

Particulars 
.--- 

Opening defined benefit obligation 
Interest cost --- 

Current service cost - - -- 

Benefits paid - .- 

Actuarial (gains) / losses on obligation 
- --- 

Closing defined benefit obligation 
.- --- 

Gratui 
31-Mar-09 31-Mar-08 

5,398,173 1,591,392 
400,402 121,223 

11.592.581 3,779.1 52 I 

(82,118) 

Gratuity 
31-Mar-09 

5,480,291 
S32,238 

4,3 12,962 

9,O 16,946 
19,642,037 

31-Mar-08 
1,825,204 

270,037 
1,473,057 

1,911,993 
5,480,291 



SKS MICROFINANCE PRIVATE LIMITED 

NOTES ANNEXED TO AND FORMING PA ICT OF BAL,AFICE SHEET AS A T  MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR 1I'ME YEAR EAKFED MARCH 31,2009 

The Conipany I~as contributed Rs. 1 1,592,531 towards gr;ituity in 2008-09. 

The major categories of plan assets as a pe.rcentage of thi: hir value of total plan assets are 
as follows: 

Gratuity 
31-Mar-09 I 31-Mar-08 

I Lnsurance Managed Fund 1 100% 1 100% 1 
The overall expected rate of return on assets is detei~nin~:d based on the average long tenn rate of 
return expected on investment of the fund during the esti~riated term of the obligations. 

The principal assumptions used in determining gratuity: 

Discount rate .- .- 

Ex~ected rate of return on assets 

I Particulars 

Salary escalation rate per annum 

Gratuity 

10% for the first 
four years and 
7% there after 

The estimates of future salary increases,, considered ill actuarial valuation, take account of 
inflation, seniority, proinotion and other relevant factors. 

, ) ows: Amounts for the current and previous two periods are as ''( 11 

10. Managing Director's Remuneration (On.accrua1 basis) 

--- 
Defined benefit obligation --- 

Plan assets 
.- .- 

Surplus / (deficit) - - .- 

Experience adjustments on plan liabilities --- 
Ex~erience adiustments on ~ I a n  assets 

For the year 
ended 

31-Mar-08 

Gratuity 

Particulars 

-- 
Salaries and Incentives 

--- 
Perq~lisites 

--- 

Conttibution to provident fund 
-- 

Employee stock option scheme 
.- 

Total 
.- --- 

31-Mar-09 
19,642,037 
17,822,480 

(1,819,557) 
5,137,920 

43 1,324 

For the year 
ended 

31-Mar-09 
20,171,247 

1,200,000 

265,043 

11,153,559 

32,789,849 

31-Mar-08 
5,480,291 
5,398,173 

(82,118) 
2,213,180 

(93,594) 



SKS MICKOFIIVAWCE PRIVATE LIMITED 

NOTES ANNEXED TO AND FORMING PART OF BALAl\lC4E SHEET AS AT MARCH 31,2009 
AND PROFIT AND I,OSS ACCOUNT FOR THE YEAR IENIIIED MARCH 31,2009 

- - .- 

Note: As the hture liability for gatuity ancl leave encas1ln1t:nt is provided on an actuarial basis for 
the Coinparly as a whole, the alnourlt pertaining to the dirc:ctors is not ascertainable and, therefore 
not included above. 

11. Expenditure in foreign currencv (On acc:nial basis) 

Particulars For the year 
ended 

3 1-Mar-09 

Training and conference 
Guarantee fees 1,419,187 2.07 1,125 
Travellino ex enses 1,395,124 
Membership and subscriptions 103,770 
Total 11,866,249 7,711,331 

For the year 
ended 

31-Mar-08 
Salaries 
Professional fees 

12. Earnings in foreign currency (On accrual basis) 

Particulars 

31-Mar-09 3 1-Mar-08 
Professional fees 1,193,400 

5,674,863 
4,668,429 

13. Earnings Per Share 

3,372,115 
407,200 

--- 

I - --- 
-average number of shares used in computing 44,692,320 1 30,114,632 

~ e i -  Profit and Loss Account 

I basic earnings per share I 

For the year 
ended 

I Add: Equity shares for Nil coilsideration arising on grant of ( 

For the year 
ended 

31-Mar-09 
802,244,544 

. . 

options under Employee stock option plan 
Compulsorily Convertible Prefere11c:e Share of 

each coillpulsorily convertible on December 26, 2009 wit11 

31-Mar-08 
166,463,630 

I an optio;to the holder to convert the holding at any time I 1 
before that date. 
Weighted average number of shareis in calculaling 44,845,538 
Diluted Earning Per Share 
Basic Earnings per Share 

Diluted Earnings per Share 

[Noininal value of shares Rs. 10 each (~kevious Year : I?.:<. 



" 7 0  MICROFIIYMIJCE: PRIVATE LlMITEO 

NOTES ANNEXED TO AND FORiiIING PART OF BALANCE SHEET AS AT MARCH 3i ,  2009 
AND PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31.2009 

14. Loan Portfolio & Provisions for Non Performing Assets: 

1 Loan Outstanding (Gross) 

assets 
Sub-standard ) 43,874,144 

Asset 
Classification 

Stailciard 

' assets 
nnllhtfill 3.525.292 , , 

i 1 ;s;.t:s-- -- 
~ - -  ~~ ~ 

I I I 

Total 1 14,175,226,965 1 7,808,895,277 1 61,491,239 1 18,526,376 1 19,297,553 60,720,062 1 14,114,506,903 1 7,747,404,938 

Provision for Non Performing Assets 

11,871,957 

I I I I 

Note: During the year there is a change in the estiillate of provision on standard asset and ilon perforllliilg asset [Refer note 2 (r) above]. As a result ot' 
such change Provision for standard and non performing asset is lower by Rs. 83,091,748 and the loail write off is higher by Rs. 61,425,032, thus 
resulting net impact of Rs. 21,663,717 on the profit for the year. 

As at 
31-Mar-09 

Amount 

14,127,347,896 

As at 
31-Mar-08 

58,376,538 

- v 
Loan Outstanding (Net) 

3.272.365 , , 1 l,636,1 ,!I7 I ! 26,463 / 
i i 

Loss assets 

As at 
31-Mar-08 

Amount 

7,793,459,632 

As at 
31-Mar-09 

Amount 

14,058,268,911 

Additional 
Provision 

made during 
the year 

- 

As at 
31-Mar-08 

Amount 

7,735,053.094 

1,187,195 

1 , 7 ~ 3  / ; A / ;  I 1,762,545 rwLywTw I 
479,633 1 291,323 1 291,323 1 188,310 1 

- 18,211,603 

I ~ - 7  L I 01 
L , t J > t J , l  (>L 

I 

479,633 1 

Provision 
Write back 
during the 

year 
19,297,553 

As a t  
31-Mar-09 

39,075,985 

19,398,798 24,475,346 10,684,762 



SKS MICROFINr-\NCE PRIVA'TIE IdMITED 

NOTES ANNESEI) TO AND FORk1ING PAIRT OF BALAP/(:E SHEET AS A'T MARCH 31,2009 
AND PROFIT AN11 LOSS ACCOUNT FOR 1rI-IE 'YEAR EhCQED MARCH 31.2009 

15. Leases 

Head office and the Branch oftice premises are obtainccl rln operating lease. The Branch office 
premises are generally rented on cancellable teiln for less .than twelve months with no escalation 
clause and reilewable at the option of the Conlpany. Howcver, the Head office premise has been 
obtained on the non-cancelable lease tern1 of 60 months and renewable with an escalation clause 
at the end of three years. There are no restrictions impose11 by lease arrangements. There are no 
subleases. Lease payments during the year are charged to Profit and Loss Account. 

I Later than five vears I - I - I 

16. Investments activity 

The Conlpany has not made any invest~nent during the 4 eiir. The details of previous year activity 
are as follows: 

1 L For tlhe -- year ended 31-Mar-08 1 
Mutual Fund 

17. Balances held with Non-scheduled banks :in the current account and deposit account as at March 
3 1,2009 is as shown below: 

Unit!$ 
Purchased 
during the 

vear 

I I Maximum I I Maximum I I 1 1 ;or the 1 F o ; z y r  1 
outstanding outstanding 

Bank name year ended during the during the :3-1-Mar-09 31-Mar-08 
year ended year ended 
3 11-Mar-09 31-Mar-08 

Anaa11~ nt 
inve:i ted 

I Balances held in current account I 

Buldhana Urb'an Credit Coperative 1 ,S04,980 

Total 1,966,786 837,345 

Units 
during the 

year 

18. The Coinpany has given Interest fi-ee collateral free loan to an employee benefit trust under the 
Employee Stock Purchase Schenle to provide financial assistance to its employees to purchase 
equity shares of the Company under such scheme. The is repayable by the trust under a back 
to back arrangement by the trust with the employees of thi? Conlpany. The year end balance for 
the total loan granted is Rs. 69,813,060 (Previous Year R:;. :13,S26,023). 

Sale proceeds 
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NOTES ANNELXED TO AND FORMING PAW'T OF BALANCE SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOlJNT FOR THE YEAR 1I:PU)ED MARCH 31,2009 

- -- - - -- 

19. The Company has initiated the process ol' identification ;~f  suppliers registered under the Mici-o 
Small and Medium Enterprise Developlnent Act, 2006 ( ~ h t  'MSMED') by obtaining confirmation 
from all the suppliers. Based on the ~nfon~iation culrentlj available with the Company no anlouilt 
is payable to the Micro, Small and Medium Enterprises :1:; per the MSMED Act, 2006 as at March 
3 1, 2009. 

Cash and Cash Equivalent as at the yeirr end 

Components of cash and cash equivalents 

21. Additional disclosures required by the Reserve Bank of' India: 

a. Capital to risk Ratio ('CRAR') 

31-Mar-08 

106,787,608 

1,483,111,733 
1,161,538,551 

837,345 
2,752,275,237 

136,897,979 

.- 

Particulars r 31-Mar-09 
Cash and bank balance (Refer schedul~e 6) 
Cash on hand 

.- ! --- 12,041,234 
Balance with scheduled bank 

b. The Coillpa~ly has no exposures to Real Estate Sector dire;ctly or indirectly. 

On Current accounts -- 
On Deposit accounts - 

- 1 
Balance with non scheduled bank 

.- -- 

On Current accounts 
- 

Total 
Less: Bank deposits not considered as cash and cask 
equivalent 

c. Asset LiabiliQ Management 

1,565,288,217 - 
- 13,890,916,254 

-. 

- 1,966,786 
15,470,212,491 

- 2,283,095,393 

Maturity patte 

I 
n of' certai 

1 day - 

3013 1 
days ( 
one 
Month ) 

1 items of assets an liabilities 

to 
years 

50.76 38.39 141 . ( 1 7 5 1 2 % 4 . 3 3  
from Banks 

6.39 727.51 

- 

Investments --- 

5.80 

- 

1,436.94 - 

1,493.53 

6.98 

- 



SKS MICROFINANCE PRIVATE LIMITED 

NOTES ANNEXED TO AND FORMING PART OF BALA.N(X SHEET AS AT MARCH 31,2009 
AND PROFIT AND LOSS ACCOUNT FOR THE YEAR EWIIED MARCH 31,2009 

22. Previous year's figures have been reg-ouped where necessary to conform to this year's 
classification. 

For and on behalf of the Board of Directors of 

SKS Micro Finance Private Limited 

%a 
. C-- 

b. Q,J 
Vikram Akula Gurumani S.Dilli Raj t Manish Kumar 
Chairman ng Director Chief Financial Officer Company Secretary 

I jl 




