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- To
The Membets of . .
Bhartiya Samruddhi Finance Limited

1, We have audited the attached Balance Sheet of Bhartiya Samruddhi Finance Limited (the
‘Company’) as at 31 March 2010, and also the Profit and Loss Account and the Cash Flow
Statement for the year ended on that date annexed theteto (collectvely referred as the
‘financial staternents’), These financial statements are the responsibility of the Company’s
management, Our iesponsibﬂity is to express an opinion on these financial statements based
on our audit.

2. We conducted our audit in accordance with the 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 materal misstatement, An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion, :

3. As required by the Companies (Auditor’s Report) Order, 2003 (the ‘Order’) (as amended),
issued by the Central Government of India in terms of sub-section (4A) of Section 227 of
the Companies Act, 1956 (the ‘Act’), we enclose in the Annexure a statement on the matrers
specified in paragraphs 4 and 5 of the Order.

4, We draw attention to Note 4 of Schedule 19 to the financial statements, regarding
transactions with parties covered in the register maintained under Section 301 of the Act, in
respect of which the Company s in the process of secking necessary approvals from the
Central Government of India as required under the provisions of Section 297 of the Act.
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5. Further to our comments in the Annexure referred to above, we report that;

a. We have obtained all the information and explanations, which to the best of our
knowledge and belief were necessary for the purposes of our audit; '

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

¢. The financial statements dealt with by this report are in agreement with the books of
account;

d. On the basis of written representations received from the directors, as on
31 March 2010 and taken on record by the Board of Directors, we report that none of
the directors is disqualified as on 31 March 2010 from being appointed as a director in
terms of clause (g) of sub-section (1) of Section 274 of the Act;

e. In our opinion and to the best of our information and according to the explanations
given to us, the financial statements dealt with by this report comply with the accounting
standards referred to in sub-section (3C) of Section 211 of the Act and the Rules framed
there under and 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, in the case of:

i) the Balance Sheet, of the state of affairs of the Company as at 31 March 2010,

ii) the Profir and Loss Account, of the profit for the year ended on that date; and

iif} the Cash Flow Statement, of the cash flows for the year ended on thar date,
For Walker, Chandiok & Co

Chartered Accountants
Firm Registration No: 001076N

P avid Jones
Partner
Membership No.: 98113

New Delhi
30 April 2010
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Annexure to the Auditors’ Report of even date to the members of Bhartiya
Samruddhi Finance Limited, on the financial statements for the year ended
31 March 2010.

Based on the audit procedures performed for the purpose of reporting a true and fair view on the
financial statements of the Company and taking into consideration the information and explanations
given to us and the books of account and other records e‘mm.med by us in the normal coutse of
audit, we report that
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The Company has maintained proper records showing full particulars, including
quantitative details and situation of fixed assets.

The fixed assets have been physically verified by management during the year and
no material discrepancies were noticed on such verification. In our opinion, the
frequency of verification of the fixed assets is reasonable having regard to the size
of the Company and the nature of its assets.

In our opinion, a substantial part of fixed assets has not been disposed off during
the year,

The Company does not have any inventory. Accordingly, the provisions of clause
4(if) of the Order are not applicable,

The Company has not granted any loan, secured or unsecured to companies, firms
or other parties covered in the register maintained under Section 301 of the Act.
Accordingly, the provisions of clauses 4(ii)(b) to (d} of the Otder ate not
applicable,

The Company has not taken any loans, secured or unsecured from companies,
firms or other parties covered in the register maintained under Section 301 of the
Act, Accordingly, the provisions of clauses 4(iif)(f) and 4(iif)(g) of the Order are
not applicable.

Owing to the nature of its business, the Company does not maintain any physical
inventories or sells any goods. Accordingly, clause 4(iv) of the Order with respect
to putrchase of inventories and sale of goods is not applicable. In our opinion,
there is an adequate internal control system commensurate with the size of the
Company and the nature of its business for the purchase of fixed assets and for the
sale of services. During the course of our audit, no major weakness has been
noticed in the aforesaid internal control system.

In our opinion, the particulars of all contracts or arrangements that need to be
entered into the register maintained under Section 301 of the Act have been so
entered.

Owing to the unique and specialized nature of the items involved and in the
absence of any comparable prices, we are unable to comment as to whether the
transactions made in pursuance of such contracts or arrangements have been made
at prevailing market ptices at the relevant time,

The Company has not accepted any deposits from the public within the meaning of
Sections 58A and S8AA of the Act and the Companies (Acceptance of Deposits)
Rules, 1975. Accordingly, r_he provisions of clause 4(vi) of the Order are not .
apphcable.
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Annexure to the Auditors’ Report of even date to the members of Bhartiya
Samruddhi Finance Limited, on the financial statements for the year ended
31 Maxch 2010.
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In our opinion, the Company has an internal audit system commensurate with its
size and the nature of its business.

To the best of our knowledge and belief, the Central Government has not
prescribed maintenance of cost records under clause (d) of sub-section (1) of
Section 209 of the Act, in respect of the services rendered by the Company.
Accordingly, the provisions of clause 4(viii) of the Order are not applicable.

Undisputed statutory dues including provident fund, investor education and
protection fund, employees’ state insurance, income-tax, sales-tax, wealth-tax,
service-tax, custom dury, excise duty, cess and other material statutory dues, as
applicable, have generally been regularly deposited with the appropriate authorities,
though there has been a slight delay in a few cases, in respect of lax deducted at sonrce,
contribriion of employee slate insurance and profession tax. Further, no undisputed
amounts payable in respect thereof were outstanding at the year end for a pedod of
more than six months from the date they become payable.

There are no amounts in respect of sales tax, income tax, customs duty, wealth tax,
service tax, excise duty and cess that have not been deposited with the appropriate
authorities on account of dispute, other than those referred below:

Name of the Nature of Amount Period to Forumn where dispute is

statute

dues {Rs) ’ which the pending
amount
relates

The Income Income Tax 783,428 2003-2004 Income Tax Appellate Trdbunal
Tax Act, 1961 2,402,494 2004-2005

3,774,442 2005-2006 _
1,875,381 2006-2007 Commissioner of income tax
(Appeals)

xiv

In our opinion, the Company has no accumulated losses at the end of the financial
year and it has not incurred cash losses in the current and the immediately
preceding financial year.

The Company has no dues payable to debenture holdets during the yeat. In our
opmmn the Company has not defaulted in repayment of dues to a financial
institution or a bank during the year,

The Company has not granted any loans and advances on the basis of security by
way of pledge of shares, debentures and other securities. Accordingly, the
provisions of clause 4(xii) of the Order are not applicable.

In our opinion, the Company is not 2 chit fund or a nidhi/ mutual benefir fund/
society. Accordingly, the provisions of clause 4(xiii) of the Order are not
applicable.

In our opinion, the Company Is not dealing in or trading in shares, securities,
debentures and other investments. Accordingly, the provisions of clause 4(xiv) of
the Order are not applicable,

The Company has not given any guarantees for loans taken by others from banks
or financial institutions. Accordingly, the provisions of clause 4(xv) of the Order
are not applicable,

Chartered Accountants
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Annexure to the Auditors’ Report of even date to the members of Bhartiya
Samruddhi Finance Limited, on the financial statements for the year ended
31 March 2010.

xvi In our opinion, the term loans were applied .for the purpose for which the loans
were obtained, though idle/surplus funds which were not required for immediate
utilization have been invested in liquid investments, payable on demand.

xvii In our opinion, no funds raised on short-term basis have been used for long-term
investment,
xvif The Company has not made any preferential allotment of shares to parties of

companies covered in the register maintair}ed under Section 301 of the Act.
Accordingly, the provisions of clause 4(xviii) of the Otder are not applicable.

xix The Company has neither issued nor had any outstanding debentures during the
year. Accordingly, the provisions of clause 4(xix} of the Order are not applicable.

XX The Company has not raised any money by public issues during the year.
Accordingly, the provisions of clause 4(xx) of the Order are not applicable.

xxd We have been informed that during the year covered by our audir, following cases
of frauds were noticed or reported by the Company as given below:
(a) Six cases of cash embezglements by the employees of the Company aggregating to Ru.
147,918, of which Rs. 118,584 have been recovered by the Company. The services of
employees involved in such instances have been lerminated and amounis pof recovered as
of 31 March 2010 has been written-off.

(b) Fo@' eight cases of cash embezslements by the agents of the Company aggregating to
Rs. 1,530,607 of which Rs. 1,034,231 have been recovered by the Company. The
services agreements with agemts Involved in such framdulent activities have been
terminated and the amonnts not recovered as of 37 March 2070 has been written off.

For Walket, Chandiok & Co
Chartered Accountants
Firm Registration No: 001076N

PerDavid Jones
Partner
Membership No. 98113

New Delhi
30 Aptl 2010

Chartered Accountants
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[Pursuant to the Non-Banking Financial Companies Auditor’s Report (Reserve Bank)
Ditections, 2008]

To

The Board of Directors

Bhartiya Samruddhi Finance Limited
D9, First Floor,

Greater Kailash Enclave I,

New Declhi—-110 048

1. We have audited the attached Balance Sheet of Bhartiya Samruddhi Finance Limited, (the
‘Company’) as at 31 March 2010, and also the Profit and Loss Account and the Cash Flow
Statement for the year ended on that date annexed thereto (collectively referred as the
‘financial statements’) and have issued an unqualified opinion vide our repart dated 30 April
2010.

2. As required by the paragraphs 3 and 4 of Non-Banking Financial Companies Auditor’s
Report (Reserve Bank) Directions, 2008, issued by the Reserve Bank of India (“the RBI™)
vide Notification No. DNBS, 201/DG(VL) -2008 dated 18 September 2008 (amended from
time to time) and based on our audit, we report on the matters specified in paragraph 3 and
4 of the said directions:

a. The Company is engaged in the business of Non-Banking Financial Institution (without
accepting or holding public deposits) and pursuant to the provisions of Section 45(1A)
of the Reserve Bank of India Act, 1934 (as amended) it has obtained a certificate of
registration vide certificate no, 1401502 dated 19 August 1999,

b. In our opinion, and in terms of the Company’s assets and income pattern for the year
ended and as at 31 March 2010, the Company is entitled to continue to hold the
certificate of registration issued by the RBL

c. The Company is not a Asset Finance Company as defined under the Non-Banking
Financial Companies Acceptance of Public Deposits (Reserve Bank) Directions, 1998.
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The board of directors of the Company in their meeting held on 25 April 2009 has

passed a resolution for non-acceptance of any public deposits during the financial year
1 Apl 2009 to 31 March 2010,

The Company has not accepted any public deposits duting the year ended
31 March 2010,

In our opinion, the Company has complied with the prudential norms issued by the RBI
in relation to recognition of income, accounting standards, asset classification and
provisioning for bad and doubtful debts as applicable to it in terms of the Non-Banking
Financial (Non-deposit accepting or holding) companies prudennal norms (Reserve
Bank) Dircctions 2007. .

Form NBS-7 furnished with the RBI on 2July 2009 in respect of the capital adequacy
ratio as at 31 March 2009 had carried certain incorrect computanon. In our opinion, the
recomputed capital adequacy ratio as at 31 March 2009 is in compliance with the
minimum capital to the risk asset ratio prescribed by the RBI,

h., As explained by management, due to certain networking and related technical defects, the

Company could electronically furnish the annual statement of capital funds, dsk
assets/exposures and risk asset ratio (NBS-7) with the RBI on 2 July' 2009, subsequent to
the stipulated period of three months from the end of financial year.

L @, Oanca e =

For Walker, Chandiok & Co
Chartered Accountants .
Firm Registration No: 001076N

li:-é%vﬁ‘;mes

Partner
Membesship No: 98113

New Delhi
30 April 2010

Chartered Accountants




‘Bha’rtiya Samruddhi Finance Limited
Balance Sheet as at 31 March 2010

(All amouats in Indian Rupees, ualess otherwise stared)

As at 31 March

Schedules 2010 2009
1. SCURCES OF FUNDS
Sharchpldets’ funds
(a) Capital 1 330,131,310 257,090,360
(1) Stock aptions outstanding 19 [11] 7,333,793 -
(©) Reserves and surplus 2 1,588,295,733 392,741,294
1,925,760,836 649,831,654
Loan funds
(a) Secured lnans 3 9,596,877,361 4,021,508,688
{1 Unsecured loans 4 18,009,618 24,526,534
9,614,886,979 4,046,035,222
Delerred tax liabilities, net 19 [15] - 12,228,000
Total 11,540,647,815 4,708,094,876
11. APPLICATION OF FUNDS
Fixed assets 5
(2} Gross block 241,992 455 128,513,343
(13) Less: Depreciation and amaortizaton 63,121,929 29,667,371
(<) Ner hluck 178,870,526 98,845,972
(d) Capital works-in-progress 1,420,000 -
180,290,526 98,845,972
Investments 1916] 2,000,000 -
Deferred tax asset, net 19 [15) 13,397,716 .
Currcnt assets, loans and advances
{a) Loans ta rural producers 6 7,723,123,635 3,739,841,891
(1) Sundry debrors 7 73,308,011 43,153,256
{c) Cash and bank halances 8 5,062,113,016 1,520,702,306
{d) Other current assers 9 194,457,077 85,241,327
() Loans and advances 10 356,141,888 106,423,773
13,409,143,627 5,495,362,553
Less: Current liabilities and provisions
() Liabilities 11 2,004,425,987 858,151,363
() Provisions 12 59,758,067 27,962 286
2,064,184,054 886,113,649
Net current assets . 11,344,959,573 4,609,243,904
Total 11,540,647,815 4,708,094,876
Notes to accounts 19

The schedules referred to above and notes ro accounts form an integral pact of the financial statements.

As per our report of even date

Weddon | Clowemdinmd Ao

For Walker, Chandiok & Co
Chartered Accountants

Pef@Avid Janes

For and on behalf of the Board of Directors

e

Vijay Mahpjan

Chairman

1stvanathan

Managing Director

Ramachandran Baljeet Kaur

Chief Financial Officer Company Secretary

New Delhi
30 April 2010

Hyderabad
30 April 2010




Bhartiya Samruddhi Finance Limited
Profit and Loss Account for the year ended 31 March 2010

(Ml amounts in Indian Rupees, unless othenwise stared)

Schedules For the year ended 31 March
2010 2009

INCOME

Income from operations 13 2,156,473,741 1,007,717,721
Orther income ) 14 52,384,739 24,372,823

2,208,860,480 1,032,090,544

EXPENDITURE

Intecest on borrowed funds 15 689,002,399 310,426,099
Seaff costs 16 370,134,714 231,721,072
Opemting and other expenses 17 624,088,869 335,182,337
Provision for non performing assets 30,069,569 1,023,512
Depreciaion and amortization 28,358,720 12,102,539

1,741,654,271 890,455,359

Prafit before taxation 467,206,209 141,634,985
Provision for taxation

-~ Current rax 179,575,763 55,582,000
[including tax for eaclier years Rs. 798,000 (2009: 10,082,000)]

- Defecred tax (benefit)/ expenses (25,635,625) 4,078,000
[includiny rax for earlier years Rs, 10,101,000 (2009: Rs. Nily]

- Fringe benefit tax i - : 5,246,872
Profit after taxation 313,266,071 76,728,113
Priar perdod items . 18 3,426,634 -
Net profit 309,839,437 26,728,113
Protit brought fonvard 31,859,936 14,121,364
Profit available for appropriation 341,699,373 90,849,477
APPROPRIATION

Transfer to stattory reserve 01,967,887 17,363,000
Proposed dividend @ Rs. 1 per share (2009: Rs. 0.75) on equity shares of Rs.10 29,214,306 16,348,169
vach

Dividend distributing tax 4,964,971 2,778,372
Trausfer 1o general reserve - 22,500,000
Surplus carded to Balance Sheet 245,552,209 31,859,936
Earnings per share 19 [3]

- Basic 12.04 3.55
- Diluted 11.96 3.55
Weighted average number of equiny shares used in computation of earnings per 25,726,938 21,611,258
Notes o accounts : 19

The schedules refereed to above and notes to accounts form an inregral part of the financial statements,
As per our report of even date
eoeddon, Qoo A
For Wallker, Chandiok & Co For and on behalf of the Board of Directbrs
Chartered Accountants
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Per d3vid Jones

Partner Chairma MManaging Direcror
LYVLJ\/ }J‘t : ¢
S Ramachandran Baljgft Kaur
Chief Financial Qfficer Company Secretary
New Delhi Hyderabad
30 Aprl 2010 30 April 2010




Bhartiya Samruddhi Finance Limited
Cash flow statement for year ended 31 March 2010
(AN amounts in Indian Rupees, unless othenwvise stted)

For the year ended 31 March

2010 2009
A. Cash flows frum operatingg actvites
Prafit before raxaton 463,779,575 141,634,985
Adjustments Jor
Depreciation and amormizaton 34,257,349 12,102,546
IZmplayec stock optiins odtstanding 7,333,793 "
Provision fut non pesfoeming assces 30,069,509 1,023,512
Vrofit on sale of investments (1,112,459} -
Irovision for doubtful advances 11,828,443 -
Provision for gratutity 1,188,032 -
Provision for compensared absences 5,492,367 -
Bad debts and ather assets watten off 36,037,778 12,322 395
Loss un sale of assers 71,319 197.686
Operating profit before working capital changes 588,945,766 167,281,124
Increase in Joans 1o ruzal producers (5:453,609,270) {2.379,445,762)
Increase in Joans secuntzd 1,404,220,180 607,207,253
Increase in sundry debitors (33,633,464) (22,914,802)
Increase in uthee currenr assers . (117,107,995) (27,663,958)
Increase in other loans and advances (93,635,246) 40,141
[necresise in current liabilides 1,146,274.624 461,618,423
Cash used for operating activities (2.558,545,405) {1,193,847,581)
Incame tax paid [inchiding fringe benefit rax) {165.827,540) (50678387
Net cash used in operating activities (2,724,372,945) (1,244,525,968)
B, Cash flows from investing activities
Purcliase of fixed assets (77,:489,730) (45,013,009)
Proceeds from sale of Azed assets 455,421 150,314
Parchase of invesemenrs (702,000,000 .
Proceeds from sale of investmoents 701,112459 -
lfixed Deposits . (473,080,171 {91,722,955)
Net eash used in jnvesting agrivities {551,002,033) (136,585,650
C. Cash {lows from financing activities
Praceeds from Jony termt borrowings 8,431,000,000 3,700,600,000
Share issue expenses {24,:458,769) (7,396,83%)
Hquity Proceeds 1,019,320,091 300,000,600
{Repayment) / Proceeds from short ferm borrowings, net {52,176,203) 32,422 133
Repayment of long term bormowings {2,850,637,040) (1,397,414,232)
Dividends and dividends distdburon as {19,126,541) {12,635460)
Net cash provided by financing activities 6,503,921,538 2,614,975,602
Net change in cash and cash cquivalents during the year {A+B+C) 3,228,546,560 1,233,863,984
Cash and cash equivalents at the bepinning of the year 1,426,370.461 192,506,477
Cash and cash equivadents at the end of the year (refer note 1 below) 4,654,917,021. 1,426,370,461
Notes 1t
Cash and Dank balances as per Schedule 8 5062,113,016 1,520,702,306
Lass: Vised deposits considered as restricted cash (407,195,995) {94.331.845)
Cash and cash cquivalents considered for cash fow 4,654,917,021 1,426,370,461
Nate 2: Inrerest paid 670,859,551 306,805,550
Note 3: hitterest income 1,297,535,393 651,434,988
Nate 4: Fixed assets acquired under finance Jease 40,665,000 -

As per our report of even dare

L X _a=t;
Ior Walker, Chandiok & Co

Chartgred Acenuntants

Partner

New Delhi
30 Aprl 2010

For and gn Liehalf of the Board of 6ircctors

$ Ramachandran
Chicf Financial Officer

1 fydeeabad
30 April 2010

Saicmél}{ ahathan

Managing Dirccror

Baljee/Kaur
Company Seerctary




Bhartiya Samruddhi Finance Limited
Schedules to the financial statements
(All amounts in Indian Rupees, unless otherwise stated)

As at 31 March

2010 2009
Schedule 1: Capital
Authorised
55,000,000 Equity shares of Rs,10 each 550,000,000 550,000,000
5,000,000 Preference shares of Rs.10 each 50,000,000 50,000,000
600,000,000 600,000,000
Issued, subscribed and paid-up '
33,243,131 (2009: 26,709,036) equity shares of Rs.10 each fully paid-up 332,431,310 267,090,360
Less: Amount recoverable from the trust [Refer note 11 on Schedule 19] 2,300,000 10,000,000
[Of the above, 1,000,000 shares (2009: 1,000,000 shares) of Rs. 10 each, fully
paid-up, were allotted pursuant to a contract for acquisition of technical know-
how, without payment being received in cash)]
330,131,310 257,090,360
Schedule 2: Reserves and surplus
Capital reserve
Opening balance 1,926,000 1,926,000
Adjusted during the year (1,926,000) -
- 1,926,000
General reserve
Opening balance 76,247,000 53,747,000
Additions during the year - 22,500,000
76,247,000 76,247,000
Statutory reserve
Opening balance 31,195,000 13,832,000
Additions during the year 61,967,887 17,363,000
93,162,887 31,193,000
Share premium account
Opening balance 257,513,358 -
Additons during the year 941,659,048 264,910,358
Less: Share issue expenses 24,458,769 7,397,000
1,174,713.637 257,513,358
Less: Amount recoverable from the trust [Refer note 11 on Schedule 19] 1,380,000 6,000,000
1,173,333,637 251,513,358
Balance in profit and loss account 245,552,209 31,859,936
1,588,295,733 392,741,294

o ¢



Bhartiya Samruddhi Finance Limired
Schedules to the financial statements

(All amounts in Indian Rupees, unless otherwise stated)

As at 31 March

2010

2009

Schedule 3: Secured loans
[Refer note § and 14(b) on Schedule 19]
Term loans
From banks
.[Repﬂ)'able within one year Rs. 2,907,541,877 (2009: Rs.1,614,987,485)]
From others
[Repayable within one year Rs.1,130,000,000 (2009: Rs.334,644,000)]
Working capital loans from banks
[Payable within one year]
Finance lease obligations
[Secured against the underlying assets]

Schedule 4: Unsecured loans
[Refer note 9 on Schedule 19]
Other loans and advances
From others _
[Repayable within one year Rs, 6,516,916 (2009 : Rs,6,516,916)]°

6,176,212,361

3,380,000,000

40,665,000

3,074,688,085

894,644,400

52,176,203

9,596,877,361

4,021,508,688

18,009,618

24,526,534

18,009,618

24,526,534

W
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Bhartiya Samruddhi Finance Limited
Schedules to the financial statements
(All amounts in Indian Rupees, unless otherwise stated)

As at 31 March

2010 2009
Schedule 6: Loans to rural producers
[Refer note 18 on Schedule 19]
Secured, considered good 1,325,197,264 619,112,031
Unsecured, considered good 8,680,084,680 3,998,667,800
Unsecured, considered doubtful 33,524,380 3,455,000
10,038,806,324 4,621,234,831
Less: Assigned portfolio 2,282,158,309 877,938,129
Less: Provision for doubtful loans 33,524,380 3,454,811
7,723,123,635 3,739,841,891
Schedule 7: Sundry debtors
(Unsecured, considered good)
Qurstanding for more than six months 2,183,269 747,945
Other debts 71,124,742 42,405,311
(Unsecured, considered doubtful)
Quurstanding for more than six months 3,478,709 -
Other debts 76,786,720 43,153,256
T.ess: Provision for doubtful receivables 3,478,709 -
73,308,011 43,153,256
Schedule S: Cash and bank balances
Cash balances on hand 9,557,318 1,452,306
Balances with Scheduled banks
on current accounts# 552,119,974 251,912,177
on deposit accounts* 4,497,893,271 1,264,795,000
# includes Rs.12,105,338 (2009: 4,324,512) held in trust with respect to
insurance claims pending settlement to customers
* Rs. 407,195,995 (2009: 94,331,845) represents margin money towards
guarantees issued by banks and cash securities against borrowings.
Balances with non-scheduled banks on current accounts 2,542,453 2,542,823
5,062,113,016 1,520,702,306
Maximum amount outstanding at any time during the ycar with non
scheduled banks
Rushikulya Grameen Bank 1,799,363 616,591
Pragathi Grameen Bank 2,943,136 132,273
The Andhra Pradesh Co-operatve Bank 14,152,339 652,390
Sagameshwara Grameen Bank - 40,940
The Andhra Pradesh Grameen Vikas Bank 1,940,358 1,100,629
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Bhartiya Samruddhi Finance Limited
Schedules to the financial statements

(All amounts in Indian Rupees, unless otherwise stated)

As at 31 March

2010 2009
Schedule 9; Other current assets
(Unsecured, considered good)
Interest earned on loans to rural producers 176,224,595 80,295,427
Interest earned but not due on fixed deposits 18,158,523 4,945,900
Ctlier receivables 73,959 -
(Unsecured, considered doubtful)
Other receivables 7,892,245 .
202,349,322 85,241,327
Less: PProvision for doubthul recejvables 7,892,245 -
194,457,077 85,241,327
Schedule 10: Loans and advances
(Unsecured, considered good)
Advance recoverable in cash or in kind or for value to be received
- Prepaid expenses 7,450,676 6,841,886
- Advance for expenses 116,835,949 34,033,042
- Other advances - 5,418,544
Deposits with public financial institution [Against amounts borrowed) 217,966,027 57,750,000
Security deposits 13,889,236 2,380,301
356,141,888 106,423,773
{Unsecured, considered doubtful)
Other advances 4,211,489 3,754,000
360,353,377 110,177,773
Less: Provision for doubtful advances 4,211,489 3,754,000
356,141,888 106,423,773
Schedule 11; Liabilities
Sundry ereditors
-Toml ourstanding dues of micro eaterprises and small enterprises - -
-Total outstanding dues other than micro enterprises and small enterprises 150,500,349 75,045,744
' 150,500,340 75,045,744
Cash security collected from rural producers 1,325,197,264 619,112,031
Payable against assigned loans 285,715,089 86,375,947
Unearned income
- on assigned loans 114,482,213 20,999,042
- on agriculture and business development services 92,434 428 37,232,991
Interest accrued but not due on loans 26,027,397 7,884,549
Other liabilities 10,069,247 11,501,059
2,004,425 987 858,151,363
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Bhartiya Samruddhi Finance Limited
Schedules to the financial statements

(Al amounts in Indian Rupees, unless otherwise srated)

As at 31 March

2010 2009

Schedule 12: Provisions
Provision for taxation, net of advance tax 10,062,646 -
Provision for contingent tax liability 8,835,745 8,835,745
Provision for dividends including dividend tax 34,179,277 19,126,541
Provision for gratuity 1,188,032 -
Provision for compensated absences 5,492,367 -

59,758,067 27,962,286
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Bhartiya Samruddhi Finance Limited
Schedules to the financial statements

{All amounts in Indian Rupees, unless otherwise stated)

For the year ended 31 March

2010 2009
Schedule 13: Income from operations
Micro credit services
(a) Interest on loans to rural producers 1,393 464,561 693,128,415
(b) Loan processing and service fec 382,771,115 148,137,376
(€) Income from securitization 98,402,276 38,191,085
Micro insurance agency services 129,442,596 66,057,697
Income from consultancy services
(2) Agricultural and business development services 142,974,853 53,120,780
(b) Instirutional development services 3,605,781 4,161,661
(c) Other consultancy services 1,685,460 4,920,707
Other services 4,129,099 -
) 2,156,475,741 1,007,717,721
Schedule 14: Other income
Recavery of loans written-off 2,646,810 445,860
Interest on fixed deposits (Gross) 34,178,880 7,956,031
[Tax deducted at source of Rs.4,441,775 (2009: Rs.1,578,138)] »
Income from short-term non-trade investments
Dividend on investments in units of mutual funds 1,112,449 -
Miscellaneous income 14,446,600 15,970,932
52,384,739 24,372,823
Schedule 15: Interest on borrowed fund
On fixed period loans 688,253,912 307,568,388
On other loans 748,487 2,857,711
689,002,399 310,426,099
Schedule 16: Staff cost
Salaries, wages and bonus 332,312,314 213,491,026
Contributions to provident and other funds ' ]4;705,515 9,968,707
Staff welfare expenses 17,446,455 5,781,106
Gratuity 5,670,430 2,480,233
370,134,714 231,721,072
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Bhartya Samruddhi Finance Limited
Schedules to the financial statements

(All amounts in Indian Rupees, unless othenwise stated)

Schedule 17: Operating and other expenses
Livelihood service advisor charges
Meering expenses

Bank charges

Travelling and conveyance -
Printing and stationery expenscs
Power and fuel

Rent

Repairs and maintenance - others
Legal and professional charges
Insurance

Rates and taxcs

Communication expenses
Training and recruitment expenses
Auditors' remuneration

- Audit fee

- Certification fec

- Other matters

- Qut of pocket expenses
Provision for doubtful advances
Loss assets wrirten off
Miscellaneous expenses

Slure issue expenses

Schedule 18: Prior period items
Depreciation

Service tax input credit

Share issue expenscs

For the vear ended 31 March

2010 2009
231,908,065 106,464,426
8,060,205 4,024,735
48,537,925 22,018,788
106,405,296 71,756,694
34,533,686 20,536,814
4,043,255 2,833,831
20,022,897 12,943,926
19,017,627 11,698,154
41,663,552 26,392,070
7,185,345 3,833,757
4,292,489 5,267,577
22,747,774 14,187,326
15,264,043 11,502,143
4,129,969 2,400,000
33,000 167,569
2,000,000 .
72,787 327,108
11,828,443 .
27,685,954 9,655,100
14,656,557 5,473,917
. 3,698,402
624,058,869 335,182,337
5,898,629 .
'1,226,407 .
(3,698 402) .
3,426,634 .
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Bhartiya Samruddhi Finance Limited

Schedules to the financial statements

Schedule 19; Notes to accounts

{All amounts in Indian Rupees, unless otherwise stated)

1

Company overview :

Bhartiya Samruddhi Finance Limited (“the Company” or “BSFL”) incorporated on 12 August 1996 in
accordance with the provisions of the Companies Act, 1956 of India (“the Act”) is a limited liability
company. Effectve 19 August 1999 the Company is also registered as a “Non Banking Financial
Company” under the rules and reguladons framed by the Reserve Bank of India (“the RBI™).

The Company is primarily engaged in providing the livelihood promotion services such as micro-credit
to rural customers un-reached by the formal banking systems and other allied services such as
distribution of insurance products, Agricultural and Business Development services and Institutional
Development Services etc.

Significant accounting policies

Basis of preparation of financial statements

The financial statements are prepared in accordance with Accounting Principles generally accepted in
India (‘GAAP’) under the historical cost convention on the accrual basis, GAAP comprises accounting
standards notified by the Central Government of India under Section 211(3C) of the Companies Act,
1956 (‘the Act’), pronouncements of The Institute of Chartered Accountants of India (‘ICAIL"), other
relevant provisions of the Act and the RBI directives and guidelines to the extent applicable to non-
banking financial companies. The financial statements have been prepared under the historical cost
convention on an accrual basis, except in the case of interest in respect of non performing loan assets
have been accounted for on a cash basis. The accounting policies applied by the Company, except for
the changes therein discussed below, are consistent with those used in the previous year.

Usc of estimates .

The preparation of the financial statements in conformity with GAAP requires management to make
estimates and assumptions thar affect the reported balances of assets and liabilities and disclosures
relating to contingent assets and liabilities as at the date of the financial statements and reported
amounts of income and expenses during the period. Examples of such estimates include provisions for
doubtful loans and advances and debtors, future obligations under employee retirement benefic plans,
income taxes, and the useful lives of fixed assets.

Although these estimates are based upon management’s best knowledge of current events and actions,
actual results could differ from these estimates. Any revision to accounting estimates is recognised
prospectively in the current and future periods,

Fixed assets

Fixed assets are stated at cost less accumulated depreciation and impairment losses, if any. Cost
comprise of purchase price, freight, non-refundable duties, raxes and any other cost attributable to
bringing the assct to its working condition for its intended use. Borrowing costs relating to acquisition
of fixed assets which takes substantal period of time to get ready for its intended use are also included
to the extent they relate to the perod till such assets are ready for its intended use, Assets retired from
active use and held for disposal are stated at their estimated net realisable values or net book values,
whichever is Jower. Advances paid towards the acquisition of fixed assets and outstanding at each
balance sheet date and the cost of assets under construction are disclosed as capital work-in-progress.

Ry




Bhartiya Samruddhi Finance Limited

Schedules to the financial statements

Schedule 19: Notes to accounts

(All amounts in Indian Rupees, unless otherwise stated)

d.

f)‘_q

L.

Depreciation

Deprecintion is provided on Straight Line Method (‘SLM’) based on useful lives of the assets as
estimated by management which coincides with rates prescribed under Schedule XIV to the Act,
except in respect of office equipments which are depreciated over 14 years which is lower than the
useful lives as prescribed under the Act,

Assets acquired under finance lease arrangements are depreciated on a straight line basis over the useful
lives of such assets or over the lease term whichever is shorter,

Depreciation on sale/deduction from fixed assets is provided for up to the date of sale /deduction as
the case may be. Individual assets acquired for Rs. 5,000 or less are entirely depreciated in the year of
acquisition. :

Intangible assets

Acquisition of goodwill in the form of rght for use of brand name “Basix” and other intellectual
proprictary rights in the field of micro finance and livelihood promotion has been accounted for as
intangible assets at the purchase price. These assets are amortized over a period of 10 years on a ;
straight line method, Computer software are amortized over a period of three to five years from the
date of purchase.

Impaitment of asscts

The carrying amounts of assets, both tangible and intangible, are reviewed at each balance sheet date 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. The recoverable
amount is greater of the asset’s net selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value at the weighted average cost of capital.

Government grant

Government grants relating to specific fixed assets arc adjusted against the cost of underlying fixed
assets and revenue grants are credited to Profit and Loss Account on a systematic basis in the profit
and loss account over the periods necessary to match them with the related costs which they are
intended to compensate.

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 Jong term investments. Current investments

are carried 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 recognise a
decline other than remporary in the value of the investments,

Revenue recognition !
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the.
Company and the revenuce measured and collectibility is reasonably assured.

¢ Interest on loans to rural producers is recognised on acerual basis, except in the case of Non
Performing Assets (“NPAS”) where interest is recognised upon realisation, in accordance with the
directives of the Non-Banking Financial (Non-Deposit Accepting or Holding) Companies
Prudential Norms (Reserve Bank) Directions, 2007 (as amended).

* Loan processing fees is accounted for up-front when it becomes due. @Q
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Bhartiya Samruddhi Finance Limited

Schedules to the financial statements

Schedule 19: Notes to accounts .
(All amounts in Indian Rupees, unless otherwise stated)

* Revenue from fixed priced contracts for agricultural and business development services and -
institutional dévelopment service is recognized on a straight line basis over the specified period of
contract.

* Income from service contracts is recognized on the basis of propordonate completion of the
contract with reference to the stage of performance.

* Interest income on deposits with banks is recognized on time propertion basis taking into account
the amount outstanding and the rate applicable.

* Dividend is recognized when the right to receive the payment Is established,

j.  Asset classification
Loans to rural producers are classified as performing and non-performing assets and the non-
performing assets are further classified as sub-standard, doubtful and loss assets in accordance with the
directves of the Non Banking Financial (Non Deposit Accepting or Flolding) Companies Prudential
Norms (Reserve Bank) Directions 2007 (amended),

Provision for loan losses and income recagnition

During the current financial year the Company has changed its policy in respect of provision for loan
losses using the rates cstimated by management, which are higher than those prescribed under the
directives issued by the RBI from time to tdme. The management basis of classification of loan assets
and the estimated rates for the year ended 31 March 2010 for creating provision for loan losses are as

follows:
Non performing assets Loan asset Provision (in %)
classification as per  Management As per the
the RBI prudential estimate prudential norms
norms of the RBI
Other than Crop loans
Overdue > 90 to 180 days Standard 50 Nil
Overdue > 181 to 365 days Sub-standard 50 10
Overdue > 365 days* Sub-standard 100 10 to 100
/doubtful
Crop loans
Overdue > 180 to 365 days Substandard 10 10
Overdue > 365 to 730 days Sub-standard 10 10
Overdue > 730 days* Sub-standard 100 20 to 100
/doubtful

*Write-off of loans

Non-performing loans, other than crop loans, which are overdue for more than 365 days and where
management has exhausted all reasonable options for recovery of principal and interest are considered
as loss assets and are provided for 100%. Crop loans are considered as loss assets and are written off
fully when they are past due for more than 730 days.

Loss asiety
An asset is classified as loss asset when it is adversely affected by a potential threat of non

recoverability as assessed by the management. r& % @- % :
~




Bhartiya Samruddhi Finance Limited

Schedules to the financial statements

Schedule 19: Notes to accounts

(All amounts in Indian Rupees, unless otherwise stated)

k.

Secudtization of loans and advances

Transactons relating to transfers of loans and advances through securitizaton with other financial
instirutions and banks are accounted for in accordance with the Guidance Note issued by the ICAI on
“Accounting for Securitisation”, Such transferred loans and advances arc de-recognised from the
financial statements and gains/losses are accounted for only where the Company surrenders rights to
benefits specified in the loan contract in favour of the counter parties,

Taxes

Tax expense comprises of current and deferred tax. Current income tax is measured at the amount
expecied to be paid to the tax authorities in accordance with the Indian Income Tax Act, 1961.
Deferred income taxes reflect the impact of timing differences berween taxable income and accounting
income for the peried and reversal of iming differences of earier periods.

Deferred income taxes reflect the impact of timing differences between taxable income and accounting
income for the period and reversal of timing differences of earlier periods. Deferred tax is measured
based on the tax rates and the tay laws enacted or substantively enacted at the balance sheet 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.

In situations where the Company has unabsorbed depreciation or carry forward tax losses, all deferred
tax assets are recognised only if there is a virtual certainty supported by convincing evidence that they
can be realised against future taxable profits.

Unrecognized deferred tax assets of earlier years are re-assessed and recognised to the extent that it has
become reasonably certain or virtually certain, as the case may be that future taxable income will be
available against which such deferred tax assets can be realised. The carrying amount of deferred tax
asscts are reviewed at each balance sheer date.

The Company writes-down the carrying amount of a deferred tax asset to the extent that it is no longer
reasonably certain or virtually certain, as the case may be, that sufficient furure taxable income will be
available against which deferred tax asset 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. '

Earnings per share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to
equity sharcholders by the weighted average number of equity shares ourstanding during the period.
For the purpose of calculating diluted earnings 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,

Share issue expenses

Expenditure incurred in relation to issue of equity shares is adjusted against the share premium
account, ner of corresponding tax benefits, if any.

Employee benefits
Provident Fund

The Company conuibutes to the provident fund maintained by the Regional Provident Fund
Commissioner, in accordance with Employces provident fund and Miscellaneous Provision Act, 1952,
The provident fund plan is a defined contribution plan and contribution paid as an expense in the
eriod in which the employce renders services. ‘There are no other obligations of the Company other
the contributions made to the fund. ft




Bhartiya Samaruddhi Finance Limited

Schedules to the financial statements

Schedule 19: Notes to accounts

(All amounts in Indian Rupees, unless otherwise stated)

Gratuity

Gratuity 1s a post employment defined benefit plan. An independent acruary, using the projected unit
credit method calculates the defined benefit obligadon annually. Actuarial gains or losses arising from
experience adjustments and changes in acruanal assumptions are credited or charged to the Profit and
Loss Account in the period in which such gains or losses arises.

Employee stute insurance

The Company contributes to the Employees State Insurance Fund maintained by the state authorites,
in accordance with Employees State Insurance Act, 1948, The plan is a defined conuibution plan and
contribution paid or payable is recognised as an expense in the period in which the employee renders
services. There are no other obligations of the Company other than the conuibutions made to the
funds.

Compensated absences

The Company measures the expected cost of accumnulating compensated absences as the additional
amount expected to be paid as a result of the unused entilement that has accumulated at the balance
sheer date,

Employee share based payments:

Recognition, measurement and disclosures reladng to employee stock compensaton is done in
accordance with the guidance note on accounting for Employee Share-based Payments (“the Guidance
Note”), issued by the ICAL The Company uses intrinsic value method for the purposes of
measurement of compensadon cost and the fair value method for the purposes of additional
disclosures in the financial statements. An independent valuer determines the intrinsic value of the
underlying shares as on the date of the grant and compensation expenses, where applicable, are
recognized as deferred employee stock compensation and is charged to Profit and Loss Accounts using
the straight line method over the vesting period.

p- Leases
Operating leases: :
Where the lessor effectively retains all risk and benefits of ownership of the leased items, such leases
are classified as operating lease. Operating lease payments are recognized as an expense in the Profit
and Loss Account on 2 straight line basis.

Finance lease:

All leases other than operating leases are classified as a finance lease and are capitalized as fixed assets
at the present value of minimurm lease rentals with corresponding amount shown as lease liability. The
principal component in the lease rentals is adjusted against the lease obligation and the finance charges
are charged to Profit and Loss Account as they arise,

q. Provisions and contingent liabilities
A provision is recognised when the Company has a present obligation as a result of past event Le,, 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, A disclosure of the
contingent liability is made when there is a possible or a present obligation that may, but probably will

nor, require an outflow of resources, /\¢/ @K
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Bhartiya Samruddhi Finance Limited
Schedules to the financial statements
Schiedule 19: Notes to accounts

(Al

amounts in Indian Rupees, unless otherwise stated)

Notes to the accounts

3.

5.

eRCHAY

Commitments and contingent liabilities

As at 31 March

2010 2009
Commitments
Estimated amount of contracts remaining to be exceuted on capiral 7,789,913 1,234,000
account and not provided for (net of advances)
Contingent liabilities
Contingent obligations on account of assigned loans to banks 364,499,470 83,784,000

Transactions with related partics

Durmg the year ended 31 March 2010 the Cornpa.n) had entered into contracts for profcssxoml
services, with the parties covered under the provisions of Section 297 of the Act requiring prior
"tpprOV'll of the Central Government of India. The Cornpan; has inidated necessary process to seck
requisite approvals and for the condonation of the delay in this regard.

Name of the parties Year ended 31 March
2010 2009
Safal Solutions Private Limited 899,079 974,403
Ctran Consulting Private Limited 638,814 637,262
Indian Grameen Services 1,018,699 19,549,000
Intellectual Capital Advisory Services Pvt, Ltd, 15,487,000 63,22,000

Earnings per share
Reconeiliation of basic and diluted shares used in computation of earnings per share

Particulars Year ended 31 March

. 2010 2009
Net profit as per profit and loss account (Rs) 309,839,437 76,728,113
Weighted average number of shares considered for computation 25,726,938 21,611,258
of basic earnings per share '
Add: Effect of potental dilutive stock options 184,600 -
Weighted average number of shares considered for computation 25,911,538 21,611,258
of diluted earnings per share
Nominal value per share (Rs) ' 10 10

Investments

As at 31 March 2010 invesunents represents long term, unquoted, trade investment of 200,000 (2009:
Nil) cquity shares of Rs. 10 each fully paid-up of Alpha Micro Finance Consultants Private Limired.

The details of short term, non-trade and unquoted investments purchased and sold during the year
ended 31 March 2010 (2009: Nil) are as follows (including dividends reinvested):

.

Description of investment Units Units sold Amount Amount
purchased  during the invested received on
during the year disposal

vear

Birla sunlife mumal fund 20,007,345 20,007,345 200,000,000 200,209,504

HDFC mutal fund 22,853,399 22,853,399 230,000,000 230,382,839

}I' C mutual fund 27,047,954 - 27,047,954 270,000,000 270,520,116

Ol 700,000,000 701,112,459

L




Bhartiya Samruddhi Finance Limited

Schedules to the financial statements

Schedule 19: Notes 1o accounts

(All amounts in Indian Rupees, unless otherwise stated)

10.

11.

Details of loans and advances secuntized

As at 31 Mazrch

2010 2009
Loans to rural producers de-recognized 2,282,158,309 877,938,129
Loans to rural producers assigned during the year 2,654,121,277  1,355,512,740
Income from securitzation recognized during the year 98,402,276 38,191,085

Secured loans
Loans availed from the financial institutions and banks as detailed below are fully sccured by way of
hypothecation of ‘loans to rural producers’ and by way of pledge of fixed deposits in certain cases:

Name of the bank/financial institution Qutstanding as at 31 March

2010 2009

Small Industries Development Bank of India 3,130,000,000 894,644,400
RABO India Finance Limited 250,000,000 -
HDFC Bank 863,571,432 726,552,620
Axis Bank 1,055,602,905 665,925,623
TIDBI Bank 555,000,000 160,000,000
ABN Amro Bank 131,600,000 189,760,000
ING Vysya Bank Limited 274,956,081 143,312,038
Citibank, NA 449,659,278 120,500,288
Corporation Bank 416,656,000 249,996,000
Standard Chartered Bank 270,833,335 320,833,333
ICICI Bank 200,000,000 400,000,000
Punjab National Bank 100,000,000 -
Central Bank of India 250,000,000 -
The [ongkong and Shanghai Banking Corporation Limited
(F1SBC) 550,000,000 -
Indian Overseas Bank 458,333,330 -
Syndicate Bank 500,000,000 -
South Indian Bank 100,000,000 149,984,386

9,556,212 361 4,021,508,088

Unsecured loans
Unsecured loans represent loans raken from Development Intemnational Desjardins, Canada,

Government grants

The Company has entered into an arrangement with the Government of State of Orissa to set up
customer service centers (CSC) across various locations within the State of Otrissa to provide various
services using the Internet Connectivity. Pursuant to the terms of the arrangement, the government of
Qrissa shall reimburse up to a maximum of Rs. 2,604 per CSC per month towards revenue support,
During the year ended 31 March 2010 the Company has commenced 335 customer service centers and
accordingly recognized income from revenue support amounting to Rs. 4,129,099 (2009: Rs Nil).

Employee stock options

The Company had instituted Basix Employee and Agent Stock Option Plan (“the Plan™ or “the
Scheme™) and had also established BSFL Employees Shareholding Trust (*the Trust”) to subseribe
equity shares of the Company under the scheme and to administer the plan. The scheme was
formulated in accordance with the provisions of Section 81(1A) and other applicable prox ision of the
ct, and was duly approved by way of a special resolution passed in the annual general meeting of the




Bhartiya Samruddhi Finance Limited

Schedules to the financial statements

Schedule 19; Notes to accounts

(All amounts in Indian Rupees, unless otherwise stated)

Pursuant 1o the terms of such approvals, the Company had granted advance of Rs. 16,000,000 to the
Trust to subscribe one million cquity shares of Rs. 10 each fully paid-up at a premium of Rs.6 per
share. Amounts due from the trust in respect of equity shares not granted as at 31 March 2010 is
adjusted against the share capital and share premium account respectively,

On 6 February 2010 the members of the Company, in the extra-ordinary general meeting, approved
Employee BSFL Employee Stock Option Plan 2 and earmarked 2,490,000 equity shares of Rs.10 each,
to be issued to the trust for furure grant of options to eligible employees based on specific
recommendations of the Human Resources and Development Committee under the plan. Each option
comprises of one underlying equity share of Rs.10 each, however, no options were granted under the
said plan as of 31 NMarch 2010.

On 24 Ocrober 2009, based on specific recommendations of the Human Resources Development
Committee (*HRDC”), the trust has granted 770,000 equity shares of Rs. 10 each, fully paid-up at an
exercise price of Rs. 17 each to eligible employees of the Company subject to progressive vesting overa
period of thirty months from the date of the grant and exercise price being payable immediately. As of
31 March 2010 the total number of equiry shares held by the trust is 230,000 (2009: 1,000,000). These
options were granted at an exercisc price lower than the market value per share of Rs, 62 as estimated
by the management and using the inttinsic value method as prescribed under the Guidance Note, the
Company has recognized the excess of market value per share over the exercise price as compensation
expense over the progressive vesting period,

During the year ended 31 March 2010 the Company has amortized stock compensation expenses
amounting to Rs. 7,333,788 (2009: Rs.Nil),

Changes in number of shares representing stock options outstanding as at the year ended on 31 March
2010 (2009: Nil} were as follows:

Particulars Number of Weighted
Shares average
exercise price

Qutstanding at the beginning of the year
Granted during the year

Forfeited during the year

Exercised during the year

770,000 17

Expired during the year - -
Qutstanding at the end of the year 770,000 17
Exercisable at the end of the year -

In accordance with the disclosure principles laid down under the Guidance Note, the Company is
required to provide the proforma disclosures of the impact of the fair value method of accounting of

employee stock compensation, ﬂu /i_% @ /
e })/
- .




Bhartiya Samruddhi Finance Limited

Schedules to the financial statements

Schedule 19: Notes to accounts
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Applying the fair value based method defined in the said guidance note the impact on the reported net
profit and earnings per share is as follows,

Partculars Year Ended 31 March
2010 2009
Profit after tax as reported 309,839,437 76,728,113
Add: Employee stock option compensation under intrinsic value 7,333,793 )
method
Less: Employce stock option compensation under fair value method 7.496,761 -
Proforma net profit 309,676,469 76,728,113
Eamnings per share
Basic
* Asrecported 12.04 3.55
* Proforma 12.04 3.55
Diluted
*  Asreported 11.96 3.55
* Proforma 11.95 3.55

The fair value of stock options is estimated using the “Black and Scholes method” and based on the
following assumptions: :

Assumptions, Year ended 31 March
2010 2009
Risk free interest rate 6.56% -
Expected life 30 months -
Expected volatility 0% -
Expected dividend vield 0% -

As per the terms of the scheme, shares granted and fully exercised by the employees, on the date of
grant, are subject to continuous employment for a specified period. As of 31 March 2010, none of the
stock options have met the unconditional vesting conditions, hence there are no information provided
in respect of weighted average share price at the date of exercise for stock options exercised during the
year, Options outstanding as at 31 March 2010 had an exercise price of Rs.17, and a weighted average
remaining contractual life of 1,73 years (2009: Nil).

Effect of the employee share-based payment plans on the Profit and Loss Account and on the financial
positon;

Year ended 31 DMarch

_ 2010 2009
Deferred employee stock compensation as at 1 April 2009 - -
Add: Deferred employee stock compensation accrued in 2009-2010 34,650,000 -

34,650,000 -
Less: Deferred employee stock compensation amortized in 2009-2010 7,333,793 -
Deferred employee stock compensation as at 31 March 2010 27,316,207 -

&
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12. Employee benefits

Provident fund
During year ended 31 March 2010 the Company contributed Rs.13,632,545 (2009: Rs.9,358,685) to the

Provident Fund.

Employee state insurance
During year ended 31 March 2010 the Company contributed Rs,1,072,970 (2009: Rs.610,022) to the

Employee’s State Insurance Corporation.

Gratuily

The Company has obtained the actuarial valuation report in line with the requirements of Accounting
Standard -15 *Employee Benefits’, in respect of gratuity lability and the estimated liability as at 31
March 2010 is provided in the books of accounts. The details of present value of obligations, current
service cost and actuarial assumptions are given hereunder:

The amounts recognized in the profit and loss account are as follows:

Year ended 31 March
2010 2009
Current service cost 3,016,890 952,381
Interest cost 431,919 187,684
Expected return on plan assets (610,536)  © (332,171)
Recognised net actuarial loss 2,832,157 1,672,339
‘T'otal included in ‘employee benefit expenses’ 5,670,430 2,480,233
Actual return on plan asscts 640,686 332,171

Changes in present value of defined benefit obligation representing reconciliation of opening and
closing balance thereof are as follows;

Year ended 31 March

2010 2009
Defined benefit obligaton at beginning of the year 4,683,147 2,346,056
Current service cost 3,016,890 952,381
Interest cost ' 431,919 187,684
Benefits paid (119,813) (#75,313)
Actuarial loss 2,832,157 1,672,339
Defined befit oblisation at the end of the year 10,844,300 4,683,147

Changes in the fair value of plan assers representing reconciliation of opening and closing balances
thereof are as follows:

Year ended 31 March

2010 2009
Fair value of plan assets at beginning of the year , 6,672,530 3,813,121
Expected return on plan assets 610,536 332,171
Actuarial gains/(loss) 30,150 -
Conttibution by employer 2,462,865 3,002,551
Benefits paid (119,813) (475,313)
Fair value of plan assets at the end of the year 9,656,268 6,672,530
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The assumpdons used in accounting for the gramity plan are set out as below:
Year ended 31 March

2010 2009
Discount rate 8% 8%
Expected return on plan assers 9.15% 8.7%
Attrition rate 3% 10 19% 3% to 10%
Salary escalation 6.1% 5%

The estimates of future salary increase, considered in actuarial valuation, take account of inflation,
seniority, promotions and other relevant factors such as supply and demand in the employment market.
The Company evaluates these assumptions annually based on its long term plans of growth and
industry standards.

13, Related party disclosures

i, Names of related parties and nature of relationship ‘

Names Narre of relationship

Bhartiya Samruddhi Investments and Consulting Entity having significant influence over the
Services Limited (BASICS Limited) Company

Indian Grameen Services IGS) Entity in which directors are interested
Safal Solutions Private Limited Entity in which directors are interested
Crran Consulting Private Limited Entity in which directors are interested
Intellectual Capital Advisory Services Pvt. Ltd Entity in which directors are interested
Mr. N 'V Ramana (up to 19 July 2008) Key management personnel

Nr. Vijay Mahajan Key management personnel

Mrs, Savita Mahajan Relatives of a key management personnel
Mr. Sajeev Viswanathan (from 1 October 2009) Key management personnel '

1ii. Nature of transactions

Yeat ended 31 March
2010 2009

Transactions with entities in which directors

are interested

1GS

- Rent 3,781,668 2,945,000
- Shared services arrangements 1,018,699 3,000,000
- Business acquisition - 16,549,000
- Receipts from SRTT Project Risk Fund 1,230,000 -
Safal Solutions Private Limited

- Shared services arrangements 899,079 974,403
Ctran Consulting Private Limited

- Shared services arrangements 688,314 037,262

Transactions with key management personnel
- Managerial remuneration
N. V. Ramana . A . - 2,397,000
Sajeev Viswanathan 3,642,673 -
- Stock options
300,000 equity shares granted to Mr. Sajeev Viswanathan at an exercise price of
Rs. 17 per share under the employee stock option scheme framed by the
Company.
Dividends paid
Me. Vijay Mahajan




.
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Year ended 31 March
2010 2009
Transactions with enterprises having significant
’ influence over the Company

BASICS Limired

- Dividends paid 8,392,875 3,596,250
- Management consultancy fee 8,782,705 4,000,000
- Software license fee 2,705,460 3,600,000
- Software maintenance fee 2,211,667 816,000
- Shared service arrangements . 1,248,717 658,000
- Receipts on shared service arrangements 117,000 3,735,000
Transactions with the relatives of key management

personnel

- Dividends paid to Mrs Savita Mahajan 750 500

I*h

iii. Balance payable / (rcceivable)

As at 31 March

2010 2009
BASICS Lirmited 4,200,459 1,742,875
Safal Solutions Private Limited - 374,403
Ctran Consulting Private Limited - 637,262
Intellectual Capital Advisory Services Pvt. Lid, 14,232, 34() 5,287,027

14. Leases
{a) Operating leases:
The Company has entered into significant non-cancellable operating leasing arrangements in respect of
office premises, The future minimum lease commitments for non-cancelable operating lease
arrangements, including those leases for which renewal options may be exercised, are as below:

Particulars As at 31 March

2010 2009
Payable not later than one year 10,664,652 -
Payable later than one year and not later than five years 47,622,736 -
Payable after five years 26,098,363 -

Operating and other expenses for the year ended 31 March 2010 include expenses towards operating
leases amounting to Rs. 20,022,897 (2009: Rs: 12,943 ,926).

(8} Finance leases:
In March 2010 the Company had cntered into a non-cancelable comprehensive lease arrangement in
respect of office premises including furniture and fixture, Based on the analysis of the terms and
condition of the lease arrangement, the Company has designated lease of furniture and fixture as
finance lease and accordingly, at the inception of the lease arrangement, it has recognized fived assets at
lower of fair value of leased assets or the present value of future minimum lease payments and
corresponding liabilities.

§ b &y
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The future minimum lease rentals payable as at 31 March 2010 and the corresponding present value of

such payments is as follows (2009: Nil):

Particulars As at 31 March 2010
Minimum Present
Jease rent value of
payments minimum
lease rent
payments
Payable not later than one year 7,581,000 2,854,832

Payable later than one year and not later than five years
Payable after five years

Tortal

Tess: Furure finance charges

Present value of minimum lease payments

34,308,811 20,294,716
19,834,756 17,515,452

61,724,567 40,665,000
21,059,567 .
40,665,000 -

15. Deferred tax asset/(liability), net

Particulars As at 31 March

2010. 2009
Deferred tax liability on account of depreciation 15,259 448 12,228,000
Deferred tax asset on account of -
Provision for loan losses 26,386,496
Others 2,270,668 -
Total deferred tax assets 28,657,164

Net deferred rax asset/ (ability)

13,397,716 (12,228,000)

16. Additienal information putsuant to the provisions of paragraph 3, 4C and 4D of Part IT of

Schedule VI to the Act, to the extent applicable.

(2) Change in accounting policy

Hitherto, the Company used to follow the provisions of the Non-Banking Financial (Non-Deposit
Accepting or Holding) Companies Prudential Norms (Reserve Bank) Directions, 2007 (as amended)
for the purposes of income de-recognition and for making provision for loan losses. However,
effective 1 April 2009 the Company bas changed its policy to recognize provision for loan losses and
de-recognition of interest income earlier to the schedule as prescribed under the Directives issued by
the RBI from time to dme. Had the Company continved to follow its earlier method of income de-
recognition and provision for loan losses as per the directives of the RBI, the net profit for the year
and balance in profit and loss account would have been higher by Rs,18,672,152 net of tax and the
balances in loans to rural producers as at 31 March 2010 would have been higher by Rs,28,286,854,

(b) Managerial remuneration

Particulars Year Ended 31 March
2010 - 2009
Salarics 1,056,774 700,000
Allowances and other perquisites 1,050,774 35,000
Contribution to provident and other funds 126,813 84,000
1,402,312 1,578,000
3,642,673 2,397,600
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The above figures do not include provision for grawity payable to the Directors as the same is
actuarially determined for the Company as a whole. Stock compensation cost amounting to
Rs.2,857,320 (2009: Nil) pertaining to stock options issued to the Managing Director have not been

considered as remuneration in the table above,

{c} Auditors’ remuneration

Particulars Year Ended 31 March
2010 2009
Starutory audit fees 4,129,969 2,200,000
Taxatton matters - 200,000
Certification 33,000 167,000
QOther matters 2,000,000 -
QOut of pocket expenses 72,787 327,000
6,235,756 2,894,000
(d) Expenditure incurred in foreign currency
Particulars Year Ended 31 March
' 2010 2009
Travelling expenses 1,211,391 539,469
Staff training and reimbursement of expenses 1,249,941 851,531
Interest payment of foreign loans - 283,500
Total 2,461,332 1,674,500

(e} Amounts remitted during the year in foreign currency on account of Dividends

Particulars Year Ended 31 March
2010 - 2009
Amount remitted 3,528,378 2,350,000
Number of non-resident sharcholders 5 3
Number of shares held by non-resident sharcholders 11,043,636 9,400,000
The year to which the dividend relates 2009 2008

17. Additional disclosures pursuant to the Reserve Bank Directions vide circular no. RBI/2008-
09/116, DNBS (PD).CC.No.125/03.05,002/2008-2009, dated 1 August 2008

(i) Capital to Risk-Assets ratio (CRAR)

Particulars

As at 31 March

2010 2009
CRAR (%) 23.98% 17.81%
CRAR — Tier 1 capital (%) 23.98% 17.81%

CRAR —Tier 11 capital (%o)
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(ii} Exposure to real estate sector

Particulars As at 31 March
2010 2009

Direct Exposure

A. Residential mortgages -

Lending fully secured by mortgages on residential property thar is or will be Nil Nil

occupied by the borrower or that is rented

B. Commercial real estate -

Lending secured by mortgages on commercial real estate (including non-fund Nil Nil

based limits).

C. Investments in mortgage backed securities and other securitized exposures - Nil Nil

in residental and commercial real estate :

Indirect Exposure

Fund and nen fund based exposures on national housing bank and housing Nil Nil

finance companies.

i
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(All amounts in Indfan Rupees, unless otherwise stated)

20. Payable to micro enterprises and small enterprises
On the basis of the information and records available with the management, there are no dues/
overdue principal amounts payable to micro, small and medium enterprises as at 31 March 2010
and there is no interest is paid / payable for the year ended 31 March 2010, '

21 Subsequent events
On 15 April 2010, the Company received Rs. 54,999,992 from Lok Capital, LLC the Republic of
Mauritius towards subscription of 356,877 equity shares of Rs. 10 each fully paid-up at a premium
of Rs. 144,11 per equity share.

22, Prior year comparatives
The previous year figures are regrouped /rearranged to confirm to current period presentation,

For and on behalf of the Board of Directors

/
Sajeev Vigwdrathan
banaging Director
}»\{,gg_‘/ Yy ay 375
S. Rimachandran Baljett Kaur
Chief Financial Officer Company Secretary

Hyderabad
30 April 2010




