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AUDITOR’S REPORT

We have audited the attached Balance Sheet of M/s SONATA
FINANCE PVT. LTD., as at 31st MARCH, 2009 and the Profit and Loss
Account of the company and also the Cash Flow Statement of the
company for the year ended on that date annexed thereto. These
financial statements are the responsibility of the company’s
management. Our responsibility is to express an opinion on these
financial statements based on our audit.

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

1. As required by the Companies (Auditors Report) Order 2003 as
amended by Companies (Auditor’s Report) Amendment Order 2004
issued by the Central Government in terms of section 227(4A) of
the Companies Act, 1956, we enclose in Annexure a statement on
the matter specified in paragraph 4 and 5 of the said order.

2. Subject to our observation in the Annexure referred to above we
further report that :

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

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

c. The Balance Sheet and the Profit and Loss Account dealt with
by this report are in agreement with the books of account
maintained by the company;
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d.

In our opinion the Balance Sheet, Profit & Loss Account and
Cash Flow Statement dealt with by this report comply with the
Accounting Standards referred to in sub section 3(C) of section
211 of the Companies Act, 1956;

On the basis of written representation received from the
company, none of the directors is disqualified as on 31st
March, 2009 from being appointed as a director in terms of
clause (g) of subsection (1) of section 274 of the Companies
Act, 1956.

In our opinion and to the best of our information and
according to the explanations given to us the said accounts
together with the statement of Accounting Policies and Notes
on Accounts, give the information required by the Companies
Act, 1956 in the manner so required and give a true and fair
view:

(i)In the case of the Balance Sheet of the state of affairs, of the
company as at 31st MARCH, 2009 and;

(i1) In the case of Profit and Loss Account of the PROFIT for the
year ended on that date;

(iii) In the case of Cash Flow Statement of the cash flows for
the year ended on that date.

for VINAY KUMAR & CO.
Chartered Accountants

(V.K. AGRAWAL)
Partner
M No. 013795

Place: Allahabad '
Date: 9th July 2009
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ANNEXURE REFERRED TO IN PARAGRAPH 1 OF AUDIT REPORT
OF EVEN DATE

1. (a) The company has maintained proper records showing full
particulars, including quantitative details and situation of
fixed assets. The company is in the process of updating the
particulars of additions of fixed assets pertaining to the year
under audit.

(b)  As explained to us, the fixed assets have been physically
verified by the management at reasonable intervals and no
material discrepancies were noticed on such verification.

(c) As per the records of the company, it has not disposed off
substantial part of fixed assets during the year so as to affect
the going concern status of the company.

2. The company is in the business of financing and hence it does not
hold any Finished Goods, Stores, Spare Parts and Raw materials,
the relevant clause is not applicable.

3. (a) The company has not granted loans to parties covered in the
Register maintained under Section 301 of the Companies
Act, 1956. The maximum amount involved during the year
was Rs. NIL (PY NIL) and the year-end balance of loans
granted to such parties was Rs. NIL (PY NIL) and hence
relevant sub clause (b), (c) and (d) in this respect are not
applicable.

(b) The company has taken loans from one party covered in the
Register maintained under Section 301 of the Companies
Act, 1956. The maximum amount involved during the period
was Rs.400.00 lacs and the balance as on 31.03.2009 of
loans taken from such party was Rs. NIL ;

(c) In our opinion, the rate of interest and other terms and
conditions on which loans have been taken from companies,
firms or other parties covered in the Register maintained
under Section 301 of the Companies Act, 1956 are not,
prima facie, prejudicial to the interest of the company; and

(d) The loan taken from parties as referred in Clause 3(b) has
been repaid during the year.

4. In our opinion and according to the information and explanations
given to us, there is adequate internal control system
commensurate with the size of the company and the nature of its
business, the existing system needs strengthening in the area of
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verification of loan application at the time of appraisal and
disbursement and post disbursement monitoring.

5. (a) In our opinion and according to the information and

explanations given to us there are no contracts and
arrangements referred to in section 301 of the Act which
need to be entered in the Register required to be maintained
under that section except the transactions as specified under
clause 3. '

(b) In our opinion and according to the information and

explanations given to us, the transactions made in
pursuance of contracts or arrangements entered in the
register maintained under section 301 of the Companies Act,
1956 and exceeding the value of rupees five lakhs with such
party during the year have been made at prices which are
reasonable having regard to prevailing market prices at the
relevant time.

The Company has not accepted any deposits from the public and
consequently, the directives issued by the Reserve Bank of India,
the provisions of Sections 58A, 58AA, or any other relevant
provisions of the Companies Act, 1956 and the rules framed there
under are not applicable.

In our opinion, the internal audit system of the company is
commensurate with its size the nature of its business, however,
such audit needs to be strengthened in respect of collection of
loan instalments and its timely banking.

According to the information and explanations given to us, the
cost records under section 209 (1) (d) of the Companies Act, 1956
is not applicable to the company. Accordingly clause 4 (viii) of the
order is not applicable.

(@) According to the information and explanations given to ws
and on the basis of our examination of the books of account,
the company has been regular in depositing statutory dues
with appropriate authorities although with slight delays, as
at the year end there were no undisputed statutory dues
including provident fund, income tax, cess.

(b)  According to the information and explanations given to us,
no undisputed dues payable in respect of income-tax, wealth
tax and cess were outstanding at 31st March 2009 for a
period of more than six months from the date they became
payable.

SONATA FINANCE PRIVATE LIMITED

Audit Report F Y 2008-2009
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10.

11.

12.

13

14.

15.

16.

17.

18.

(c)  According to the information and explanations given to us,

there are no dues in respect of income tax, wealth tax and
cess that have not been deposited with the appropriate
authorities on account of any dispute.

As at the end of the financial year, the previous year losses has
been absorbed by the current years profit, hence, the relevant
clause (x) of the order is not applicable. =

In our opinion and according to the information and explanations
given to us, the company has not defaulted in repayment of dues
to any financial institution or bank and has not issued any
debentures.

The company has not granted loans and advances on the basis of
security by way of pledge of shares, debentures and other
securities. Accordingly, clause 4 (xii) of the order is not
applicable.

The company is not a chit fund, nidhi, mlifu'al benefit fund or a
society. Accordingly, clause 4 (xiii) of the order is not applicable.

The Company has generally kept adequate records of its
transactions in securities and other investments and timely
entries have been made therein. The investments owned by the
company are held in the Company’s name.

According to the information and explanations given to us, the
company has not given any guarantee for loans taken by others
from banks or financial institutions. Accordingly, clause 4(xv) of

‘the order is not applicable.

In our opinion, the term loans have been applied for the purpose
for which they were obtained.

According to the information and explanations given to us and on
an overall examination of the balance sheet of the company, We
report that the funds raised for the relevant purpose has been
utilized for the specific purposes.

The company has not made any preferential allotment of shares
to parties and companies covered in the register maintained
under Section 301 of the Act during the year.

SONATA FINANCE PRIVATE LIMITED
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19. The company has not issued any debentures. Accordingly, clause
4 (xix) of the order is not applicable.

20. The company has not raised any money by public issues during
the year. Accordingly, clause 4 (xx) of the order is not applicable.

21. According to the information and explanations given to us, no
fraud on or by the company has been noticed or reported during
the year.

for VINAY KUMAR & CO.
Chartered Accountants

Partner
M No. 013795

Place: Allahabad
Date: 9th July 2009
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ANNEXURE B REFERRED TO IN PARAGRAPH 1 OF AUDIT
REPORT OF EVEN DATE

=ursuant to the Non Banking Financial Companies Auditor’s Report
\Reserve Bank) Directions, 1998, under sub-section(1l) of section
25MA of the Reserve Bank of India Act, 1934, we report the following;

1. On the basis of documents produced before us, we report that
the company is registered under Section 45IA of the Reserve
Bank Of India Act, 1934, and has obtained a certificate of
registration from the Reserve Bank Of India, registration
number being B-12.00445 dated: 6t October 2008 (earlier no:
B-09-00329 dated: 10th April 2001)

2. The company has not been accepting / holding public deposit
accordingly, clause (B) of the order is not applicable.

3. (a) As per the minutes produced before us, the board of
directors had passed a resolution for non acceptance of
public deposit in the company.

(b) As per the records produced and explanations given to us,
the company has not accepted any public deposit during
the year under audit.

(c) Upon an overall view and as per the records and
documents produced before us, the norms for provisions,
income recognition, accounting standard, asset
classification have been complied with by the company.

4. The company has not been making any investment accordingly;
clause (D) of the order is not applicable.

for VINAY KUMAR & CO.
Chartered Accountants

(V.K. A RAWAL)
Partner
M No. 013795

Place: Allahabad
Date: 9th July 2009
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SONATA FINANCE PRIVATE LIMITED

BALANCE SHEET AS ON 31st March 2009

AS ON
BRTICULARS SCHEDULES 31.03.09
Rs.
SOURCE OF FUNDS:
REHOLDERS FUNDS:
Shace Capital A 47,271,660.00
Reserves & Surplus B 34,521,512.19
i FUNDS:
' Secured Loans & 307,518,501.00
Unsecured Loans
TOTAL 389,311,673.19 [ 2]
PPLICATION OF FUNDS:
FIXED ASSETS
@&ross Biock D 6,142,959.00 |+
Less: Accumlated Depreciation 1,852,854.00
8ET BLOCK 4,290,105.00
MENTS IN FIXED DEPOSITS E 47,932,138.12 |
CRRENT ASSETS, LOANS & ADVANCES &
A) Cash & Bank Balances F 35,994,023.09
a) Loans to Poor Women in Self Help Groups (Owned) G 313,784,985.00 | b
b) Advances and Other Current Assets H 9,579,947.52 |
359,358,955.61 |
LESS: Current Liabilities & Provisions
a) Current Liabilities 1 14,330,631.90 © 7
b) Provisions for Current Tax 10,664,400.00 | .
24,995,031.90 | 6
NET CURRENT ASSETS 334,363,923.71 _Nr
=
DEFERRED TAX ASSET (Net) 1,530,068.00
MISCELLANEOUS EXPENDITURE 1 1,195,438.36 :
7o the extent not written off
&r adjusted)
Profit & Loss A/c 15 706,838.12
TOTAL 389,311,673.19 || 270,528,761.,74"
3TES ON ACCOUNTS K - e

As per our report of even date
for VINAY KUMAR & CO.,
Chartered Accountants

F

Date:

JUL 2009

(V. K. AGRAWAL)
Partner
Membership No. 13795

for SONATA FINANCE PRIVATE LIMITED

(ANUELKUMAR SINGH)
Managing Director

W

(B. V. NARASIMHAM)
Director



SONATA FINANCE PRIVATE LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31st March-2009

SCHEDULES

FOR THE
YEAR ENDED
31.03.09
Rs.

=% Income from Micro Credit |
«7a Fees

%<2 on Fixed Deposits

e from Portfolio Sale

I Income

G(a)

TOTAL
ENDITURE: -

#s. benefits to personnel

Sisirative Expenses

= Charges

for Doubtful Debts

Exp. written off

' @perative Exp - written off

== Infrastructure Acquisition Exp - written off

o=z=

TOTAL

S7/{LOSS) BEFORE DEPRECIATION & TAX

SSFRECIATION
‘1 /{LOSS) BEFORE TAX

PROVISION FOR TAXATION - Current
FBTTax

DEFERRED TAX LIABILITY\(ASSETS)
'¥/(LOSS) AFTER TAX

Reserve Fund @ 20%
*37/({LOSS) FOR THE YEAR

“FIUUS YEAR LOSS BALANCE BROUGHT FORWARD

0% ACCOUNTS K

PROFIT/(LOSS) CARRIED TO BALANCE SHEET

95,530,181.00 |
10,896,435.10 |
719,582.66
7,575,816.00
2,128,182.00

116,850,196.76

30,973,524.50
9,603,628.25
38,238,018.70
1,410,267.00
32,412.00
290,500.00
261,758.00

80,810,108.45

36,040,088.31

944,751.00 |
35,095,337.31 |

10,664,400.00
82,569.00 |
183,402.00

24,164,966.31 |

4,869,674.00 =
19,295,292.31 }

(5,706,838.12)
13,588,454.19

As per our report of even date
for VINAY KUMAR & CO.,

Chartered Accountants

2009
(V. K. AGRAWAL)

CO-.*:; Partner
“Membership No. 13795

for SONATA FINANCE PRIVATE LIMITEG

( e
v
(ANLIP KUMAR SINGH) (B. V. NARASIMHAM)
Managing Director Director

Audited Financial Statements for the year ended March 31st. 2009




SONATA FINANCE PRIVATE LIMITED

AS ON
SCHEDULE - A 31.03.09
Rs.
SHARE CAPITAL:
AUTHORISED
5,000,000 Equity Shares of Rs. 10/- each 50,000,000.00
5,000,000 Preference Shares of Rs.10/- each 50,000,000.00

ISSUED, SUBSCRIBED & PAID UP CAPITAL

2,727,166 Equity Shares of Rs 10/- each fully paid up
(Previous Year 2,727,166 Equity Shares of Rs 10/- each fully paid up)

2,000,000 0% Compulsorily Convertible Preference Shares of Rs, 10/- each

fully paid up
(Previous Year 2,000,000 0% Compulsorily Convertible Preference Shares of Rs. 10/- each fully pald up)
TOTAL
SCHEDULE - B
RESERVE & SURPLUS
Reserve Fund:
Opening Balance 135,044 Eil
Add : Transfer during the year . 4,869,674 5,004,718.00 -
Securities Premium 15,928,340.00
Profit and Loss Account 13,588,454.19
TOTAL
for VINAY KUMAR & CO., for SONATA FINANCE PRIVATE LIMITED
Chartered Accountants
Allahabad =
Date A\
‘) V
T S (V.K. AGRAWAL) (ANUP KUMAR SINGH) {B. V. NARASIMHAM)
J L 4 | Partner Managing Director Director

Membership No. 13795




SONATA FINANCE PRIVATE LIMITED

AS ON
SEDULE - C 31.03.09
=d Loans Rs
Bank 84,687,500.00

=0 against hpothecation of Book Debts)

s Bank 56,785,716.00
"e against hpothecation of Book Debts)

2= of Women World Banking : 66,944,397.00
"= against hpothecation of Book Debts)

2 N AMRC 9,250,000.00
sures against hpothecation of Book Debts)

52,760,000.00

“wed against hpothecation of Book Debts & Pledge of FDR)

== Ponk 30,000,000.00
e against hpothecation of Book Debts)

301 Bank 7,090,888.00
“e aaainst hoothecation of Book Debts)
307,518,501.00
ASON
SCHEDULE - 31.03.09

~ I Fixed Deposit
- Pledged
SIDBI 5,250,000
Axis Bank 500,000
HODFC Bank 250,000
ICICI Bank 16,432,138
DCB 5,500,000 27,932,138.00

- UnPledged Sweeping Fixed Deposit 20,000,000.12
47,932,138.12

AS ON
eHEDULE - F 31.03.09 |
Rs.
ASH AND BANK BALANC

‘Cash in hand 186,017.00
Ceque/DD in Transit 400,000.00
Sub Total 586,017.00

ances with Scheduled Bank in Current Accounts

Head Office 9,856,597.87
Bvanches in U, P. :

abad Region 17,947,192.48
Bareli & Kanpur Region 5,276,495.59
“S.tanpur Region 51,462.00
Branches in M. P. :

alpur Region 2,276,258.15

Sub Total 35,408,006.09

Grand Total 35,994,023,00 |

for VINAY KUMAR & CO,, for SONATA FINANCE PRIVATE LIMITED
Chartered Accountants . KF
S
- I >
(V.K. AGRAWAL) (ANUPKUMAR SINGH)  (B.V.NARASIMHAM)
Partnér Managing Director Director

Membership No. 13795
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SONATA FINANCE PRIVATE LIMITED

SCHEDULE - H

ADVANCES AND OTHER CURRENT ASSETS:

Advance to Personnel

Personal Advance

Accrued Interest on Micro credit lendings
Others Advances & Recoverables

Interest Accrued on Fixed Deposit with Banks

Other Income Accrued

Cther Current Asset(Client Insurance Prem}

Advance Income Tax
Printing & Stationery Stock

TOTAL

SCHEDULE - 1

CURRENT LIABILITIES:

Other Liabilities

Statutory Dues payable

Audit fees payable

Advance Collection from Center
Payable to Axis Bank (Buy Out)
Payable to ICICI Bank (Buy Out)

SCHEDULE -]

MISCELLANEOUS EXPENDITURE:
(to the extent not written off or adjusted)

Preliminary Expenses
LESS : 1/5th p.a Written Off
Total (A)

Pre-Operative Expenses
LESS : 1/5th p.a Written Off
Total( B )

Business Infrastructure Acquisition Exp
LESS : 1/5th p.a Written Off
Total( C )

TOTAL ( A + B+C)

for VINAY KUMAR & CO.,
Chartered Accountants

Atlahabad

Date:

|| (V.K. AGRAWAL)
- / Partner

Membership No. 13795

1,067,906.00 «
2,244,901.53 |
635,897.24
116,071.00 ;
755,085.00
4,000,000.00
29,213.75
9,579,947.52

1,111,358.00
479,272.90 |
40,000.00
2,986,555.00 |
4,790,120.00 |
4,923,326.00 &
14,330,631.90 | . 3,

64,825.53
32,412.00 =%
32,413.53 0

581,000.00 |
290,500.00
290,500.00

1,134,282.83 |
261,758.00 1=
872,524.83

TR
1,195,438.36 =

for SONATA FINANCE PRIVATE LIMITED

G Lk

(ANUP-KUMAR SINGH)  (B. V. NARASIMHAM)
Managing Director Director

63,266.00




SONATA FINANCE PRIVATE LIMITED

SCHEDULE - L

OTHER INCOME:

Interest income from staff loan
Insurance Referral Fees
Cther

TOTAL

SCHEDULE - M

SALARIES & BENEFITS TO PERSONNEL

Director's Remuneration
Salaries

Allowances

Bonus and Incentives

TOTAL

SCHEDULE - N

OTHER ADMINISTRATIVE EXPENDITURE:

Rent

Printing & Stationary
Travelling & Conveyance
Entertainment Exp.
Postage & Telegrams
Electricity Charges
Telephone Charges

Repair & Maintenance
Auditor's Fee

Professional Charges
Consultancy Fees
Miscellaneous Expenditure
Legal & Filing Fee

Board Meeting Expenses
Statutory Expenses
Training and Recruitment Expenses
Staff Loan w/o

Loss/Bad Debts w/o

TOTAL
SCHEDULE - O
FINANCE CHARGES
Interest on Borrowings
Bank Charges
TOTAL

A

D

3 JU

for VINAY KUMAR & CO.,

Chartered Accountants
llahabad

ate:

L 2009 (v.x;::mrwn)

Membership No. 13795

FOR THE
YEAR ENDED

Rs.

115,854.00 |
1,997,457.00 |
14,871.00 |

2,128,182.00

2,914,863.00
11,848,965.00
11,687,985.50
4,521,711.00

30,973,524.50 |

1,833,396.00
1,460,284.25
1,292,954.00
262,534.00
22,287.00
91,567.00
115,081.00
442,982.00
95,564.00
85,029.00
221,463.00
1,427,686.00 ;
535,849.00 |
26,435.00
249,402.00
669,959.00
43,112.00 -
728,044.00 |

36,556,646.25
1,681,372.45

38,238,018.70

for SONATA FINANCE PRIVATE LIMITED

)
N
(ANUP KOMAR SINGH) (B. V. NARASIMHAM)

Managing Director Director




SONATA FINANCE PRIVATE LIMITED

Cash Flow Statement for the year ended March 31, 2009

31.03.2009 | 03.2008

Rs.

(A) OPENING BALANCE OF CASH & CASH EQUIVALENTS
Cash-in-Hand
Balance with Scheduled Banks:
- In Current Account
- In Fixed Deposits

TOTAL

337,558.00 |

25,600,876.05
1,780,443.45

27,718,877.50 S

{B) CASH FLOW FROM OPERATING ACTIVITIES

Profit/(Loss) before Tax
Add: Non-Casl Adjustment for Non Cash Expenditure

Depreciation & Amortisation
Bad Debts Written Off
Provision for Doubtful Debts

Operating Profit Before Working Capital Changes
Adjustments for:
(Increase)/Decrease in Operating Assets

Disbursement of loans to Womens in Self Help Groups
Other Advances and Current Assets
Increase/(Decrease) in Current Liabilities

CASH GENERATED FROM OPERATIONS
Less: Taxes Paid
NET CASH FLOW FROM OPERATING ACTIVITIES (B)

{C) CASH FLOW FROM INVESTING ACTIVITIES
Purchase of Fixed Assets
Premium amount Paid on Acquisition

NET CASH INFLOW/(OUTFLOW) FROM INVESTING ACTIVITIES (C)

CASH FLOW FROM FINANCING ACTIVITIES
[ a] Cash Flow From Change in Capital Base
- Proceeds from Issue of Equity Shares
- Proceeds from Issue of Preference Shares
- Premium on Issue of Equity Shares
- Increase/(Decrease) in Reserve Fund

(D

~—

Net Cash Inflow/(Outflow) from Change in Capital Base (a)

[ b] Cash Flow From Change in Debt Fund
Increase/(Decrease) in Secured Loan

Net Cash Inflow/(Outflow) from Change in Debt Fund (b)
NET CASH INFLOW FROM FINANCING ACTIVITIES (D) (atb)
(E) Net Increase/(Decrease) in Cash & Cash Equivalents {B+C+D)

(F) CLOSING BALANCE OF CASH & CASH EQUIVALENTS (A+E)

35,095,337.31

1,529,421.00
728,044.00
1,410,267.00 |-

38,763,069.31 |

(84,859,401.00)
(6,726,818.26)
11,704,269.40

(41,118,880.55) |
82,569.00 |

(31,201,349.55) 1 (3

(2,916,050.00) . ¢

(2,916,050.00) ¢

100,324,783.26 |

100,324,783.26 =

100,324,783.26 |

56,207,283.71 |

83,926,161.21 EASE

CLOSING BALANCE
Cash-in-Hand
DD-in-Hand
Balance with Scheduled Banks:
- In Current Account
- In Fixed Deposits
TOTAL

186,017.00
400,000.00 -

35,408,006.09
47,932,138.12

83,926,161.21

1! Y As per our report of even date
JUL ZDUV for VINAY KUMAR & CO.,

Chartered Accountants

Allahabad

for SONATA FINANCE PRIVATE LIMITED

@%(

TANTID MIIMAR SINGHY (B V. NARASIMHAM)




SCHEDULES TO ACCOUNTS FOR THE YEAR ENDED MARCH 31, 2009

SCHEDULE: J SIGNIFICANT ACCOUNTING POLICES AND NOTES ON ACCOUNTS:

1) NOTE ON BUSINESS ACTIVITIES:

a) The company is engaged in providing financiai services to women in the rural areas of
India who are organized as self help groups. It provides smali value collateral free loans
and other loans to women in groups and most of the financial transacticns are conducted
in the group meetings organized near the habitats of these women directly and on behalf
of other financial institutions. The operations, in the initial stages of group formation, also
involves efforts, for their mobilization, on development training on financial discipline,
advice on the micro enterprises carried by the individual members, and later constant
monitoring thorough weekly meetings and providing financial and support services at the
doorsteps of the borrowers and other mentoring support services to ensure high rates of
recovery.

b) The company has obtained license from the Reserve Bank of India dated April 10, 2001
under section 45 IA of the Reserve Bank of India for carrying such financial services.

2) SIGNIFICANT ACCOUNTING POLICIES:
a) Basis or preparation of financial statements

The financial statements are prepared under historical cost convention on accrual basis of
accounting and in accordance with the provisions of Companies Act, 1956 and comply
with the Accounting Standards issued by the Institute of Chartered Accountants of India
(ICAI) to the extent applicable, except otherwise stated and stipulated in the directions
issued by Reserve Bank of India (RBI) for Non Banking Financial (Non ~ Deposit Accepting
or Holding) Companies Prudential Norms (Reserve Bank) Directions, 2007 from time to
time.

b) Revenue Recognition:

(a) Interest on micro finance loans is recognized on accrual basis, calculated on a flat rate
basis on the loans disbursed, as per the contract with the borrowers, following RBI
Prudential norms for income recognition.

(b) Income on Non-performing assets, sub-standard and Joss assets, owned by the
Company -

(1) is recognized only when realized and any interest already recognized.but not
received is de-recognized totally by reversing the interest income already
recognized .

(2) Interest accruing on such assets is derecognized in the same manner in which
provision for doubtful debt is made as per the norms specified by RBI Prudential
Norms .

(c) In respect of other income such as Income on the management of loan assets on
behalf of other financial institutions, the same is taken on accrual basis, based on the
lapse of time period and de-recognised when such asset turn into Non Performing
Assets.

*é}
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c) Fixed assets:

(a) All fixed assets have been valued at cost inclusive of direct and incidental expenses
related to acquisition.

(b) Software purchased along with data processing equipment or software that are
integral part for operating data processing equipments are capitaiized, whereas other
miscellaneous software acquired are charged to Profit & Loss account for the year
during which they are acquired.

(c) Software is amortized at the same rate at which data processing equipments are
depreciated.

(d) Depreciation is provided on the assets based on Written Down Vaiue method at the
rate specified in the Schedule XIV to the Companies Act, 1956.

(e) In respect of additions the depreciation is provided on propoitionate basis for the
period during which the assets are put to use.

d) Classification of loan portfolio

Loans and Advances are classified as performing asset and non-performing asset based
on folowing guidelines:
(a) All micro credit loans where instaliments of principal and interest remain overdue up to 4

weeks are classified as Standard loans,

(b) All micro credit loans where installments of principal and interest remain overdue beyond
4 weeks and up to 25 weeks are classified as Sub Standard Loans,

(c) All micro credit loans where instaliments of principal and interest remain overdue beyond
25 weeks and up to 50 weeks are classified as Doubtful loans .

(d) All micro credit loans where installments of principal and interest remain overdue and
duration of loans have expired , are classified as Loss Assets .

e) Provision for Loan losses:
(a) Provision for doubtful debts and advances is being provided as stated below

On all the portfolio, owned by the company, at risk, when the first default happens
and when the default continues:

Classification of portfolio % + of
provision
on loan
outstanding

Standard Loan (Overdue between 1-4 Instalments) 10

Sub-Standard Loan 25

Doubtful Loan 50

Loss Assets 100

) Write off of loans
All micro. credit loans where instaliments of principal and interest remain overdue for 25
weeks from the date of expiry of loan period and/or where possibility of recovery is remote in




the assessment of the management are written off in profit and loss account, subject to its
approval by the board.

) Employee Benefits:

(a2) Contribution to Provident Fund is accounted on actual liability basis and paid.

(b) Leave Cash Encashment liability arising for the year is provided.

g) Infrastructure acquisition expense: This represents fees for acquisition of
infrastructure paid to Jeevika Lively Hood Which is being amortized on straight-line basis
over 5 years.

h) Preliminary and pre-operative expenditure:

(a) Preliminary and pre-operative expenditure: The same is being amortized over a period

of five year beginning from the financial year in which they are being incurred.

i) Deferred Tax

(a) In accordance with the Accounting Standard-22, Accounting for Taxes on Income, the
company has provided for deferred tax assets/liability for all temporary differences
that arise in one accounting year and are capable of reversal in subsequent accounting
year.

(b) As a prudent policy, any deferred tax asset/liability as considered above is accounted
for in the books.

3) NOTES TO BALANCE SHEET, PROFIT AND LOSS ACCOUNT
a) Shareholders’ Details

The shareholding pattern of the Company is as given below:

Shareholders % Ownership as On | % Ownership as On
March 31, 09 March 31, 08
Promoters & Directors 6.63% 6.63%
Individual ( Swaminathan Aiyar) 6.60% 6.60%
Beliwether Micro Finance Fund 86.77% 86.77%
Total 100% 100%

b) Preference Share Capital

The company has issued 0% Compulsorily Convertible Preference Shares of Rs 10 each
to Caspian Advisors Pvt Ltd trustee of “Bellwether Micro Finance Fund”. These
Preference Shares are convertible into equity shares within 3 years from the date of its
issue at a discount of 15% on the price at which equity shares will be issued. During the
year the option for such conversion has not been exercised.




c) Reserve and Surplus:

1934.

d) Deferred Tax Assets

Statutory Reserve Fund: This represent 20% of the profit after tax as on date of balance sheet
set apart in compliance with the provisions of section 45-IC of the Reserve Bank of India Act,

Mar 31,2009 Mar 31,2008
Opening Balance Deferred Tax Asset 17,13,470 19,88,624
(i) Deferred Tax Assets -
(i) Deferred Tax Liability 183,402 2,75,154
Closing Balance of Deferred Tax Assets 1,530,068 17,13,470
e) Micro Loans and Provision thereon
1. Analysis of Portfolio:
Business Pattern: Rs. In lacs
S.No. Particulars March 31, 2009 March 31, 2008 | Growth %
1 | Advances Outstanding (Owned) * 3147.38 2317.53 35.76%
2 | Advances outstanding (managed 1338.49 NIL 100.00%
on behalf of other financial
institutions)*
Total Business* 4485.87 2317.53 93.52%
3 | Security Deposits against loans N.A. N.A. N.A.
*Lending has not been made to sensitive sectors like, Capital Market, Investment in
Shares and Real Estate,
2. Sector wise Classification of Advances (only owned
Loans): Rs Lacs
Product Mar 31, 2009 March 31, 2008
Priority Sector: % %
Self-Help Groups — General Purpose 3137.85 99.70% 2310.64 99.71%
Micro-entrepreneur Loans 0 0% 0 0%
Total (a) 3137.85 | 99.70% | 2310.64 99.71%
Non-Priority Sector: .
Vehicles (Staff) 3.51 0.11% 3.80 0.16%
Personal Loans to staff 6.01 0.19% 3.09 0.13%
Total (b) 9.53 0.30% 6.89 0.29%
Total (a+b) 3147.38 100% | 2317.53 100%

The above classification is based on the norms prescribed by the Reserve Bank of India
through Non-Banking Financial Companies Prudential Norms (Reserve Bank) Directions, 1998.




f) Bad Debts Written Off:

(a) During the period bad debts amounting to Rs 728,044 have been written off,

g) Non Performing Assets:

Status of Movement of Non Performing Loans :

\Particulars March 31, 2009 Additions March 31, 2008
Gross NPAs 2,804,402 26,95,947 1,08,455
Provision on NPAs| 1,158,353 1,105,073 53,280

Net NPAs 1,646,049 1,590,874 55,175

h) Other than the above in respect of all other assets, in the opinion of the Board of Directors,
the loans and advances including loans in arrears have a value on realization. in the
ordinary course of business at least equal to the amount at which they are stated in the
Financial Statements after adjustment for loan loss provision provided during the year.

i) Auditors’ Remuneration and Other Expenses

Rs
Particulars
March 31, 2009 March31, 2008
a. Audit Fees 95,564 56,180
b. Company Law matters, taxation and 5,636
other services '

Total fee

C. Service Tax Nil Nil
d. Travel and out of Pocket Expenses Nil Nil
Total 95,564 61,816

J) Related Party Disclosure

(i) During the Finandial year the company obtained loan from Holding Company Bellwether
Microfinance Fund Ltd amounting to Rs 40,000,000 which was entirely repaid during the
financial year. The interest amounting to Rs 1,913,411 was paid during the year on such loan.




SONATA FINANCE PRIVATE LIMITED

(i) Managerial Remuneration
) Year ended
Particulars
March 31, 2009 | March31, 2008
a) Managerial Remuneration 1,610,313 1,145,078
b) Directors’ Sitting fees 30,000 22,500
c) Directors Traveling and Other 1,274,550 1,047,875
Expenses
k) Earning and Outgo in Foreign Currency: Rs
" Year ended
Particulars
March 31, 2009 | March 31, 2008
Expenditure:
Travel and Related expenses Nil Nil
Interest and Other Financial Charges Nil Nil
Principal repayment of Loans Nil Nil

1) Segment Reporting: The Company'’s sole busin
principal geographical segment is India. Accordingly,
under Accounting Standard 17, Segment Reporting a

Accountants of India.

4) MISCELLANEOUS:

ess segment is micro financial services and the
no separate disclosure is required to be made
s issued by the Institute of Chartered

a) Additional information pursuant to paragraph 4-C and 4-D of Part B to Schedule VI of the
Companies Act, 1956 — None other than stated above.

b) No amount is due to any small

-scale industrial undertaking by the Company.

c) Balance sheet abstract and Company’s general business profile, pursuant to Part IV to Schedule
VI is separately attached.

d) Previous period figures have been regroupe

appropriate and better presentation of the financial statements.

d and rearranged wherever necessary for

Allahabad
Date:

9 SuL 2009

for VINAY KUMAR & Co.,
Chartered Accountants

for SONATA FINANCE PRIVATE LIMITED

Qe (&

(V. K. AGRAWAL) (ANUP KUMAR SINGH) ~ (B. V. NARASIMHAM)
Partner  [%%9 g~ Managing Director Director
g:l KUM4\ Membership No.
Ay &
x( Sl Audited Financial Statement for the Year Ended on Mar 31 2009




SONATA FINANCE PRIVATE LIMITED

GROUPINGS TO ACCOUNTS FOR THE Year ENDED ON March 31, 2009

March . March

e PARTIGLARS 31,2009 | 31,2008 _|

GA1 Others Advances & Recoverables
Loan for Motorcycle 350,730.00 379,554.00
Personal Loan 582,758.00 260,286.00
Mobile Loan 18,500.00 . 149,250.00
Recoverable from Center Leader - » | 6,000.00 .
Security and Other Deposits 137,900.00 ~ 20,000.00
Office Rent Advance 77,200.00 i 32,200.00
Advance Against Salary 20,550.00 8,150.00
Service Tax Recoverable - L 3,090.00
TDS on sweeping FDR 675,427.53 = 109,228.58
Recoverable from ICICI Bank 5 i 15,180.00
Recoverable from Jeevika 371,737.00 2
Recoverable from Sa Dhan 21,207.00
Advance to Professional & Other 10,099.00 24,999.00

Total 2,244,901.53 929,144.58

GL1/ Other Liabilities i
Unpaid Salary 221,465.00 271,688,00
Expenses Payable 232,021.00 351,620.00
Bonus Payable 429,872.00 442,646.00
Staff Incentive Corpus s . 26,088.00
Director Bonus Payable = . .
Director Remuneration Payable 228,000.00 o r
Employee Welfare Contribution - 108,227.50
Surplus Collections 375.00

1,111,358.00  1,200,644.50

Total
GL2 Statutory Dues Payable i

P. F. Payable 384,574.00 192,286.00
Service Tax Payable 51,357.00 -

FBT Payable - -

T.D.S. Payable 43,341.90 9,722.00
Total 479,272.90 202,008.00

4 .

Audited Financial Statements for the year ended March 31, 2009



SONATA FINANCE PRIVATE LIMITED

GROUPINGS TO ACCOUNTS FOR THE Year ENDED ON March 31, 2009

March  March
No. PARTICULARS 31,2009 31,2008
GE1  Interest on Borrowings from Financial Institutions .
Interest Exp. on Bell Wether Loan 1,913,411,00 § AB5IE 616,00
Interest Exp. on HDFC Loan 7,632,980,15 & 2,783,596.78
Interest Exp. on ABN-AMRO Loan 2,869,296.66 ©2,745,905.44
Interest Exp. on FWWB Loan 8,757,492.00 4,064,719.00
Interest Exp. on ICICI Loan 1,487,955.49 1,806,961.01
Interest Exp. on AXIS Loan 8,038,269.00 1,934,6/74,80
Interest Exp. on SIDBI Loan 3,307,578.00 810,252.00
Interest Exp. on Yes Bank Loan 1,231,648,95 & =
Interest Exp. on DCB Loan 1,318,015,00 :
Total 36,556,646.25 15,721,727.03
GE2  Computer Consumable, Printing and Stationary :
Printing & Stationery 693,521.75 . 410,548.00
Photocopy 94,573.50 . 38,649.50
Office Stationery 521,153.00 © 173,601.00
Computer Stationery 151,036.00 59 685.00
Total 1,460,284,25 692,483.50
GE3  Statutory Expenses
Service Tax 31,406.00 211,105.00
P.F. Admin. Exp. 210,996.00 102,539.00
ROC Fees 7,000.00 260,800.00
TDS = = =
Total 249,402.00 .:574,444.00
GE4 Repairs & Maintenance
Computer Hardware Repair 59,193.00 30,511.00
Furniture & Fittings Repair 150.00 7,794.00
Electric Equipment Repair 17,004.00 6,838.00
Generator Maintenance Exp. 7,130.00 17,030.00
Office Maintenance Exp. 359,505.00 107,663.00
Total 442,982.00 169,836.00
GE5 Legal Expenses
tegal & Filing Expenses 534,478.00 116,487.00
Interest on late payment of TDS 1,371.00 639.00
Total 535,849.00 ||| " 117,126.00
GE6 Miscellaneous Expenses
News Paper & Periodicals 28,544.00 = 12,314.50
Fuel Expenses 103,943.00 92,413.00
Generator Hiring & Running Expenses 50,322.00 10,373.00
Other Expenses 719,555.00 244,457.50
Books & Journal Expenses 3,221.00 1,374.00
Fooding & Lodging Expenses 275,428.00 78,032.00
Photograph & Film 615.00 1,100.00
Freight and Transportation Cost 40,342.00 7,140.00
Micro Credit Rating Expenses - 37,584.00
Membership Fees 9,100.00 4,500.00
Meeting Expenses - 14,116.00
Annual Function Expenses 29,634.00 24,200,00
Other Assets Insurance 149,961.00 23,717,00
Website Expenses 3,500.00 25,350,00
Internet Expenses 13,521.00
Conference Expenses - 3,000.00
Total 1,427,686.00 579,671.00

Audited Financial Statements for the year ended March 31, 2009




SONATA FINANCE PRIVATE LIMITED

GROUPINGS TO ACCOUNTS FOR THE Year ENDED ON March 31, 2009

March March
No. PARTICULARS 31,2009 31,2008
GE7 Personnel Expenses
Salary
Confirmed Officer Salary 1,207,038.00 932,675.00
Confirmed Staff Salary 4,325,297.00 2,404,542.00
Probationery Staff Salary 5,556,623.00 2,068,065.00
Probationery Officer Salary 760,007.00 134,501.00
Total 11,848,965.00 5,538,783.00
Allowances :
Retainership Allowance 3,682,080.00 2,431,754.00
Personal Pay Aliowance 989,308.00 13,517.00
Mobile Allowance 275,656.00 109,774.00
PF Contribution 1,565,479.00 780,757.00
Travel Allowance 2,875,873.00 1,822,148.00
Acting Allowances 4,154.00 20,455.00
Food Allowance 37,892.00 20,781.00
Vehicle Maintenance Allowance 816,641.00 292,095.00
Earn Leave Encashment 308,957.00 191,459.00
Training Allowance 22,000.00 17,000.00
Additional Allowance 139,190.00 55,14/7.00
Staff Welfare 140,490.50
Staff Insuance 749,824.00
Medical Allowance 80,441.00 612,771.00
Total 11,687,985.50 .6,367,658.00
GE8 Bonus
Performance Linked Bonus 105,952.00 58,026
Active Loan Client Bonus 4,206,802.00 2,973,275
Average Bonus 208,957.00 314,138
Total 4,521,711.00 3,345,439.00
GE9 Travelling Expenditure
Travelling Exp 1,286,143.00 721,712
Auditors Travel & Other 6,811.00 2
Total 1,292,954.00 721,712.00
GE10 Dirgctor Remuneration
Director Remuneration 1,452,600.00 991,450
Director DSA 265,300.00 565,416
Directors Travel 763,443.00 301,273
Director EL Encashment 19,140.00 11,600
Director HRA 122,460.00 99,145
Director Fooding & Lodging Expenses 245,807.00 181,186
Director Bonus 16,113.00 42,883
Director Sitting Fees 30,000.00 22,500

Total

2,914,863.00

2,215,453.00

Audited Financial Statements for the year ended March 31, 2009




