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Ta,
The Members of Arth Micro Finance Private Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of M/s Arth Micro Finance
Private Limited which comprises the Balance Sheet as at March 31, 2021, the Statement of
Profit and Loss and statement of Cash Flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies and other
explanatory information.

In our opinion and to the best of our information and according to the explanations given to
us, the aforesaid financial statements give the information required by Companies Act,
2013 (the "Act") in the manner so required and give a true and fair view in conformity with
the accounting principles generally accepted in India, of the state of affairs of the Company
as at March 31, 2021, and profit and its cash flows for the vear ended on that date.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing (5As) specified
under section 143(10) of the Companies Act, 2013. Our responsibilities under those
Standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in
accordance with the Code of Ethics issued by the Ingtitute of Chartered Accountants of
India together with the ethical requirements that are relevant to our audit of the financial
statements under the provisions of the Companies Act, 2013 and the Rules there under,
and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained
Is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

As more fully described in Note no. 38 to the financial statements, the extent to which the
COVID-1% pandemic will have an impact on the NBFC's Financial performance including the
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Company's estimates of impairment of loans are dependent on future developments, the
severity and duration of the pandemic, which cannot be predicted with certainty. The
Company has considered the context of the pandemic in applying the assumptions used to
determine the expected credit losses on loans. The impact assessment of COVID-19 is a

continuing process. The company will continue to monitor any material changes to the
tuture economic conditions.

Our opinion is not modified in respect of this matter.

Management's and Board of Director’s Responsibility for the Financial Statements

The Company’s Management &Board of Directors are responsible for the matters stated in
section 134(5) of the Companies Act, 2013 (“the Act") with respect to the preparation of
these financial statements that give a true and fair view of the state of affairs, profit/loss
and other comprehensive income, change in equity and cash flows of the Company in
accordance with the accounting principles generally accepted in India, including the
accounting Standards specified under section 133 of the Act This responsibility also
includes maintenance of adequate accounting records in accordance with the provisions of
the Act for safeguarding of the assets of the Company and for preventing and detecting
frauds and other irregularities; selection and application of accounting policies; making
judgments and estimates that are reasonable and prudent; and design, implementation and
maintenance of adequate internal financial controls, that were operating effectively for
ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statement that give a true and fair view and
are free from material misstatement, whether due to fraud or error,

In preparing the financial statements, management & Board of Directors are responsible
for assessing the Company's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
management and Board of Directors either intends to liguidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Management and Board of Directors is also responsible for overseeing the company's
financial reporting process.

Auditor's Respongibilities for the audit of the financial statements

Our obhjectives are to obtain reasonable assurance abour whether the financlal statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor's report that include our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with SAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or etror and are consldered material If, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.




As part of an audit in accordance with SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
hasis for our opinion. The risk of net detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional emissions, misrepresentations, or the override of
internal control.

Obtain an understanding of internal contrel relevant to the audit in order to design
audit procedures that are appropriate in the circumstances. Under section 143(3)(1)
of the Companies Act, 2013, we are also responsible for expressing our opinion on
whether the company has adequate internal financial controls system in place and
the operating effectiveness of such controls

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures in the financial statements made by
management and Board of Directors.

Conclude on the appropriateness of management and Board of Directors use of the
going concern hasis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or ¢conditions that may cast
significant doubt on the Company's ability to continue as a going concern, If we
conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Company to cease to continue as a going
CONCETT,

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves Fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with
them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements




1. As required by the Companies (Auditor's Report) Order, 2016 (“the Order”), issued
by the Central Government of India in terms of sub-section (11) of section 143 (11] of
the Companies Act, 2013 , We share in the Annexure I. a statement on the mattars
specified in paragraph 3 and 4 of the order, to the extent applicable.

2. As required by Section 143(3) of the Act, we report that:

(a) We have sought and obtained all the information and explanations which to the
best of our knowledge and belief were necessary for the 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 it appears from our examination of those books

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

{d) In our opinicn, the aforesaid financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the
Companies [Accounts) Rules, 2014,

(&) On the basis of the written representations received from the directors as on 31st
March, 2021 taken on record by the Board of Directors, none of the directors is
disqualified as on 31st March, 2021 from being appointed as a director in terms
of Section 164 (2) of the Act.

(f] With respect to the adequacy of the Internal Financial Controls with reference to
Financial Statements of the Company and the operating effectiveness of such
controls, refer to our separate report in Annexure Il

{g] With respect to the other matters to be included in the Auditor's Report in
accordance with Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in
our opinion and te the best of our Information and according to the explanations
Eiven Lo us:

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

1I. The Company has made provision, as regquired under the applicable law
or accounting standards for material foreseeable losses if any on long
term contracts. The Company does not have any derivative contracts.




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

For Jain Dinesh & Associates
Chartered Accountants

FRN 003886C

il
Jh
H__,.-"'

(Din€sh Jain)
PLACE: - JATPUR Proprietor

DATED:- 3 1 " JUL 2021 M.No:- 072869

UBIN21072860AAAABYEOSS




Re: Arth Micro Finance Private Limited

Annexure to the Independent Auditors’ Report

Annexure I referred to in paragraph 1 under “Report on Other Legal and
Regulatory Requirements” of our report of even date

The annexure referred to In our report of even date to the Members of Arth Micro
Finance Private Limited {"the Company™) on the financial statements for the year
ended on 31%March 2021, we report that:

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

(b) The company has a regular programme of physical verification of its
Fixed Assets by which all the Fixed Assets are verified during the year.
In our opinion, the periodicity of physical verification is reasonable
having regard to the size of the company and the nature of its assets,
Mo material discrepancies were noticed on such physical verification.

(c)According to the information and explanation given to us and on the
hasis of our examination of the record of the company, The Company
does not hold any immovable property accordingly para 3(i{c) of the
Order Is not applicable to the Company.

2 According to the information and explanation given to us and on the
basis of our examination of the record of the company, the company is
a Non-Banking Finance Company, engaged in the business of providing
micre credit Accordingly, it does not hold any physical inventory.
Hence, Clause 3(ii) of the Order is not applicable to the Company

3. According to the information and explanations given to us and on the
basis of our examination of the records of the company, the company
has not granted loans secured or unsecured to companies, firms,
limited lability partnerships or other parties covered in the register
maintained under section 189 of the Companies Act, 2013.
Accordingly, the clauses 3[iii) (a) te [c) of the order regarding terms
and conditions of such loans and repayment of such loans etc. are not
applicable to the company.




According to the information and explanations given to us and on the
basis of our examination of the records of the company, the company
has not granted any loan, provided guarantee or any security which
requires compliance u/s 185 & 186 of The Companies Act, 2013.
Accordingly para 3(iv] of the order is not applicable to the company.

According to the information and explanations given to us, the
company has not accepted any deposits from the public as mentioned
in the directives issued by Reserve Bank of India and the provisions of
Section 73 to 76 or any other relevant provisions of the Act and the
rules famed there-under. Accordingly para 3(v) is not applicable,

The Central Govt. has not prescribed the maintenance of the cost
record under section 148(1) of the Companies Act, 2013 for any of the
services rendered by the company. Accordingly para 3(vi) of the order
is notapplicable.

(2] According to the information and explanations given to us and on
the basis of our examination of the records of the company, Amounts
deducted faccrued in the books of accounts in respect of undisputed
statutory dues including provident fund, employee state Insurance,
Income Tax, Goods and Service Tax, Cess and any other material
statutory dues have generally been regularly deposited during the year
by the company with the appropriate authority. As explained to us, the
company did not have any dues on account of Good and Service Tax

Accordingly to the information and explanation given te us, no
undisputed amount payable in respect of provident fund, employee
state Insurance, Income Tax, Goods and Service Tax, Cess and any
other material statutory dues were in arrears as at 319 March, 2021
tor a period of more than six months from the date they became
payable.

(b) According to the information and explanations given to us, there are
no dues of Income Tax, wealth tax, Goods and services tax, sales tax,
custom duty, excise duty, Value Added Tax and Cess which have not
been deposited with the appropriate authorities on account of any
dispute,

Based on our audit procedures and according to the information and
explanations given to us the Company has not defaulted in repayment




10.

11.

12,

13.

14,

15.

of dues to its bankers or to any financial Institutions or to Debenture
Holders.

According to the information and explanation given to us, the company
has not raised any moneys by way of initial public offer or further
public offer. Further with regard to term loans, according to the
information and explanations given to us, the company has utilized the

term loans during the year for the purposes for which they are
obtained.

According to the information and explanations given to us. no
material fraud by or on the company by its officers or employees have
been noticed or reported during the year.

The company being a private limited company, the provisions of
section 197 read with Schedule V of The Companies Act, 2013 is not
applicable. Accordingly para 3(xi} of the order regarding payment of
managerial remuneration is not applicable.

The company is not a Nidhi company/ mutual benefit fund/ society.
Accordingly, paragraph 3(xii) of the order is not applicable.

According to the Information and explanations given to us and on the
basis of our examination of the records of the company, all
transactions with the related parties are in compliance with section
177 and 188 of the Act and the details have been disclosed in the
financial statements as required by the applicable accounting
standards.

The Company had made preferential allotment or private placement of
shares during the year and requirements of Section 42 of Companies
Act, 2013havebeen complied with and the amounts raised have heen
used for the purposes for which the funds were raised.

According to the information and explanations given to us and on the
hasis of our examination of the records of the company, the company
has not entered into any non-cash transactions with the directors or
persons connected with them covered under Section192 of the Act




16. The company is required to be registored under section 45-1A of the

Reserve Bank of Indla Act 1934 and such registration has been
obtained by the Company.,

For Jain Dinesh & Assoclates
Chartered Accountants
FRN 003 8860C

(Diriesh Jain)
PLACE: - JAIPUR Froprietor

DATED: 9 1 °juL 2021 MRN- 072869

UDIM 21632868 aAARVEaSS



Re: Arth Micro Finance Private Limited

Annexure [I of pur report of even date

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of

Section 143 of the Companies Act, 2013 (“the Act”™) referred to in paragraph
2(f) of our report of even date.

We have audited the internal financial controls with reference to financial
statements of ARTH MICRO FINANCE PRIVATE LIMITED [“The Company”™) as of
31 March 2021 in conjunction with our audit of the financial staternents of the
Company for the year ended on that date.

Emphasis of Matter

As described in emphasis of matter paragraph of our report to the financial
statements, the extent to which the COVID-19 pandemic will have impact on the
company’s internal financial controls with reference to the financial statements is
tdependent on future developments , which cannot be predicted with any degree of
certainty.

Management's Responsibility for Internal Financial Controls

The Company's management is responsible for establishing and maintaining
internal financial controls based on the internal financial controls with reference to
financial statements criteria established by the Com pany considering the essential
components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls over Financial Reporting issued by the Institute of Chartered
Accountants of India ['ICAI"}. These responsibilides include the design,
implementation and maintenance of adequate internal financial controls that were
aperating effectively for ensuring the orderly and efficient conduct of its business,
including adherence te company's policies, the safeguarding of {ts assets, the
prevention and detection of frauds and errors, the accuracy and completeness of the
accounting records, and the timely preparation of reliable financial information, as
required under the Companies Act, 2013,

Auditors’ Responsibility

Qur responsibility is te express an opinion on the Company's internal financial
controls with reference to financial statements based on our audit. We conducted




our audit in accordance with the Guidance Note on Audit of Internal Financial
Controls over Financial Reporting (the "Guidance Note") and the Standards on
Auditing, issued by ICAI and deemed to be prescribed under section 143{10) of the
Companies Act, 2013, to the extent applicable to an audit of internal financial
controls, both applicable to an audit of Internal Financial Controls and, both issued
by the Institute of Chartered Accountants of India Those Standards and the
Guidance Note require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether adequate internal
financial controls with reference to financial statements was established and
maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the
adequacy of the internal financial controls with reference to financial statements
and their operating effectiveness. Dur audit of internal financial controls with
reference to financial statements included obtaining an understanding of internal
financial controls over financial reporting, assessing the risk that a material
weakness exists, and testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk The procedures selected depend on
the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error.,

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the Company's Internal financial controls
with reference to financial statements.

Meaning of Internal Financial Controls with Reference to Financial Statements

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

Inherent Limitations of Internal Financial Controls with Reference to Financial
Statements

Because of the Inherent limitations of internal financial controls with reference to
financial statements, including the possibility of collusion or improper management




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

Opinion

In our opinion, the Company has, in all material respects, an adequate internal
financial controls with reference to financial statements and such internal financial
controls with reference to financial statements were operating effectively as at 31
March 2021, based on the internal financial controls with reference te financial
staternents criteria established by the Company considering the essential
components of internal control stated in the Guidance Note icsued by the Institute of
Chartered Accountants of India.

For Jain Dinesh & Associates
Chartered Accountants
FRN 003886C

(Dinesh Jain)

PLACE: - JAIPU - Proprietor
DATED: 5 i JuL 2021 MRN- 072869

MDY 2072269 AAM A BY saac
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ARTH MICRO FINANCE PRIVATE LIMITED

A-64, Residential Colony, Sitapura Industrial Area, Tonk Road, laipur, Rajasthan-302022

CIN:-U65910R]1996PTC046219

(B)

1)

2)

Arth Micro Finance Private Limited is incorporated under the provisions of
Companies Act, 1956 as Chandra Cresec Private Limited but w.ef 06/01,2010
its name was changed to Arth Micro Finance Private Limited. The company was
registered as a Non-Deposit accepting Non-Banking Financial Company{"NBFC-
ND") with Reserve Bank of India ("RBI'). Since August 5, 2015, Company is
classified as Non Banking Financial Company - Micro Finance Institution {NBFC-
MFI).

The rompany is primarily engaged In micro finance lending activities for
providing financial services to poor persons in rural areas who are organized as
leing Liability Grou ps({'JLG"). The company has its operation spread across states.

A S1% iaration of nancial Stalements
The financial statements of the company have been prepared and presented in
accordance with generally accepted accounting principles in India (Indian
GAAP). The Company has prepared these financial statements to comply in all
material respects with the Accounting Standards notified under section 133 of
the Companies Act,2013 [‘the Act’), read with Rule 7 of the Companies
(Accounts) Rules,2014 and all the provisions of the RBI as applicable to a NBFC-
MFI. The financial statements have been prepared on accrual basis and under
the historical cost convention except interest on loans in those cases where it
has been dassified as non- performing assets, interest is accounted for on

realization basis,

The accounting policies adopted In the preparation of financial statements are
consistent with those of previous year.

Use of Estimates:

The preparation of financial statements in conformity with generally accepted
dccounting principles requires management to make estimates and assumptions
that affect the reported amounts of reven ues, EXpenses, assets and lHabilities and
the disclosure of contingent liahilities, at the end of the reporting period.
Although these estimates are bhased Upon management’s best knowledge of

current eveatsmad actions, uncertainty about these assumptions and estimates

uy




ARTH MICRO FINANCE PRIVATE LIMITED

A-64, Residential Colony, Sitapura Industrial Area, Tonk Road, Jaipur, Rajasthan-202022
CIN:-U65910R[1996PTC046219

could result in the outcomes requiring a material adjustment to the carrying
amounts or assets or liabilities in future periods.

3} Revenue Recognition:-
Revenue is recognized to the extent that it is probable that the economic benefit
will flow to the company and the revenue can he reliably measurad:-

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

b} All other income is recognized on an accrual basis.

4} Inventories :-
since the company is a Non Banking Finance Company there is no inventory or
stock in trade.

5)  Property, Plant & Equipment, Depreciation: -
a] All Fixed assets are stated at cost of acquisition and any attributable cost of
bringing the assets to its working condition for its intended use and
rédluced by the accumulated depreciation,

b) Depreciation on fixed assets is provided on the basis of written down value
method at the rates arrived at based on useful life of various assets as
prescribed under Schedule [T 1o the Companies AcL2013.

c] All Fixed Assets whose useful life has expired at the start of the financial
year the remaining written down value of such assets is scrap value of assets,
Difference between written down value and scrap value is charged as
depreciation and debited to profit & loss account,

d) Gain or loss arising from sale of fixed assets are measured ag the difference
between the net disposal proceeds and the carrying amount of the assets
disposed, and re recognized in the Statement of profit and loss in the period
when the asset is sold.

) Depreciation on assets acquired/ sold during the year is recognized on the
P q
pro-rata basis to the statement of profit and loss fremy upto the date of
acquisition/ sale,

i) Intangible Assets:-
a) Software cost related to computers are capitalized and amortized using the
written down value method ghthe rate calculated on the basis of useful life of
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various assets as prescribed under Schedule 11 to the Companies Act,2013. Any
expenses on such software licenses for support and maintenance payable
annually are charged to the statement of Profit and Lass.

b} Software's whose useful life has expired at the start of the financial year the
remaining written down value of such assets is scrap value of assets. Difference
between written down value and scrap value is charged as depreciation and
debited to profit & loss account.

7] Impairment of assets:-

The carrying amount of assets is reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be
recoverable, An impairment loss is recognized for the amount by which the asset's
carrying amount exceeds its recoverable amount, which is the higher of the asset’s
net selling price or its value in use. The reduction is treated as an impairment loss
and is recognized in statement of profit & loss.

#) Investments: - There are no investments.
9) Income Tax;-

) Tax Expense comprises of current and deferred tax. Current taxes are measured
at the amount expected to be paid to the tax authorities in accordance with the
Indian Income Tax Act, 1961,

b} Deferred Income Taxes reflects the impact of current year timing differences
between taxable income and accounting income for the vear and reversal of
timing differences of earlier year. Deferred tax is measured using the tax rates
and tax laws enacted and substantively enacted at the balance sheet date.

¢] Deferred tax assets are recognized only to the extent that there is reasonahle
certainty that sufficient future taxable income will be available against which
such deferred tax assets can be realized,

d} The carrying amount of deferred tax assets are reviewed at each halance sheet
date. The company writes down the carrying amount of the deferred tax assets
to the extent that it is no longer reasonably certain or virtually certain as the
case may be, that sufficient future taxable income will be available against which
deferred tax will be realized.
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e) After Insertion of Section 115BAA in the Taxation Amendment (Ordinance),
2019 on 20 September, 2019, Company started followling section 115BAA w.e.f
AY 2020-21. As per such section Tax will be applicable on compa ny @ 25.17%(
22% + 10% Surcharge + 4% Cess). But such benefit will available on the
condition that Minimum Alternate Tax (MAT) provision will not he
applicable. Therefore calculation as per MAT provision had not been made.

10) Earnings per Share:-
Basic earnings per share is calculated by dividing the net profit or loss for the
year attributable to equity shareholders by the weighted average no, of eguity
shares outstanding during the year. Partly paid up equity shares are treated as
fraction of an equity share to the extent they are entitled to participate in
dividends related to fully paid equity shares.

As per the accounting standard, the events that result in a change in the number
of ordinary equity shares outstanding during the period without a
corresponding change in the resources of the entity like bonus issue, share split,
consolidation or the bonus element in any other issue are identified by the
company. For all such  events, EPS is presented for:

A) for current perlod, as well as

B) For past period, subject to suitable adjustments as called for.

For the purpose of caleulating diluted earnings per share the net profit or loss for
the period attributable to equity share holders and the weighted average no. of
shares outstanding during the period are adjusted for the effects of all diluted
potential equity shares.

11} Provisions, Contingent Liabilities:-

a} A provision is recognized when the company has a present obligation as a result
of past event; itis probable that an cutflow of resources will be required to settle
the obligation, in respect of which a reliabla estimate ean 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 contingent liability is possible obligation that arises from past events whose
existence will be confirmed by the oocurrence or non- ocourrence of one or
more uncertain future events beyond the control of the company or a present
obligation that Is not recognized because it is not probable that an outflow of
resources will be required to settle the obligation. A contingent liability also
arises in extremely rare cases where there is a liability that cannot be recognized
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because it cannot be measured reliably. The company does not recognize a
contingent liability but discloses its existence in the financial statements.

12. Cash and Cash Equivalents:-

Cash and cash equivalents for the purpose of cash flow statement comprise Cash
In Hand and Cash At Bank, time deposits held with bank and Short Term
[nvestments with an original maturity of three months or less

13. Employee Bepefits:.
a) Retirement benefit in the form of provident fund is a defined contribution and
Is charged to profit & loss account - language correction desired or something
Is missing for the year when the contribution to fund is due . There are no other
obligation other than the contribution payable to the respective funds .

b) Gratuity liabilities are provided on acerual basis by contribution to LIC through
group Gratuity policy Scheme.

c) Actuarial Gains/Losses are immediately taken to profit and loss account and
are not deferred.

14. Classification o Dan Fortifolio and Loan Loss Provisic ]
Loan portfolio is classified and provision Is made in accordance with the Non
Banking Financial Company- MFI Directions issued by Reserve Bank of India as

mentioned below:

Asset Classification
Standard Asvers:

Asset in respect of which, no default in repayment of principal or pavment of
interest is perceived and which doas not digeloge any problem nor carry mare
than normal risk attached to the business,

Non-Performing Asset:
Asset for which, interest/principal payment has remained overdue for a period of
90 days or more,

Erevisioning Norms

Provisions are provided for Loan Loss as per the RBI Guideline which is higher of:
a) 1% ofthe outstanding loan portfolio or
b) 50 of the aggregate loan installments which are overdue for more
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than 90 days and less than 180 days and 100% of the aggregate loan installments
which are overdue for 180 days or mare.

15. Borrowing Cost:-
Borrowing cost includes interest and ather cost including, amortization of ancillary
borrowing cost.
Interest on borrewing is expensed in the period to which they relate. Ancillary cost

incurred in connection with the terms of borrowing are amortized over the tenure
of borrowing on straight line basis.

16. Cash flow statement:-
Cash flows are reported using the indirect method, whereby net profit / {loss)
before tax is adjusted for the effects of transactions of a non-cash nature and/or any
deferrals or accruals of past or future cash receipts or payments. The cash flows
fram regular revenue generating, investing and fnanci ng activities of the Company
are segregated,
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Naotes on Financial Statements for the yvear ended 315t March 2021
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1 Bifference hetsen WOV as per (neome Tax Act 1761 and fompanies A, 2013 2,232,489 Zon AT
T4 Difference de to 436 Expenses - Bamus N7.975 R,
37, Diference duw w438 Expenses - Legsw Enashmert 57,261 .

4], Mo for Provigion an Loan Ansirr far Dosibnful Delsts FAH4.842 (185904}

Uhener Hank Hil-iﬂl:tl
FIIE having materity more than 12 munths [Refer Node 287 6,1 36527
Eﬁﬂgi'.ﬂ

!-HrnFlmnc:l.tndluﬂ.{[.bmm:-ﬂ
frrsts Lo Purtfinlbo (MPT) 1694211 meF 1,300.450,551
Less: Porifalia af Yar Ranl, 1081 & MAS & Utkarsh 2 AEG064.130 TATE A5 AEE
[Business Gorrespodence Service Provsder] [Refer Note $5]

Tioeteni {4} 14T 246 857 ATG,05,134
0 thee abowe Loms Portinlie
‘Wan Current partian of Lom Peroiolio LHHAT ] 449 244,085,051
Carrent Portion of Losn Por el 458415448 632,600,075
Chur o 1 abenee Inan portfillo)

Lovdidorad good GiEA] T OEd 074,00 7,102
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Balance with hank
= currant Aotoant TO,FE 0 SHAVEAT
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Wit
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Dieporiits under Lien
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Legal & Profpsinnal
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ARTH MICRO FINANCE PRIVATE LIMITED

At Residenticl Colony Stapura Industrial Area, Tonk Road., Jaipur, CIN:
Ué5710R 11 FRAPTCO4E219

Notes 25;- Provision for Qutstanding Loon Portfolio:=

a] Tre pravision for autstanding loan porffollo as ot 31¢ March 2021 has been
made as per Master Direction DNBR PD.007/03.10,119/201&-17 (updated
as o February 17, 2020} which shall not be less than the higherof 1) @ 1%
on fhe total loan portiolio outstanding as at the balance sheet date or 2)
50% ot aggregale loan instaliments which are overdue for mare fhan 20
days but less than 180 days ond 100% of the aggregate loan instoliments
which are overdue for 180 days or more.

=
L . i I-.-.-i_-,E.E i,‘ E

i 1 - _'J

Standard Assets [A)
Non-Pedorming Assels: (B)

|ay Out of Own Portfolio. Outstonding for:
i more than 20 days

Bt less than 180 1,16,77.787  50%  58.358%4 29.68,024 1% 29.680 -
doys
] ‘80 days ormora 1.72.52047 100% 17452047 - = -
T ToTAL(E) 2,899,834 23050941  29.68.024 29,680
Total (A+B) £4,72 456,897 7.30.90.941 B76985126 87.4%,851

b The mavement of provision during the year is disclosed below:

aoh o SRRSO e G

gy v ;

:-I‘-_-.:ﬂ': g
Dpeniﬂg B7A0.171 77,680 &7 569,851 &0, 47 272 [ &0, 47 272
m‘gg"” 9 14391090 14321090 2492899 29480 2722579

Closing 0 230,60.941 2,30,90,941 8740171 29480  87.69.851




ARTH MICRO FINANCE PRIVATE LIMITED

264, Resicential Colony Stopura indutirial Area. Tonk Road. Japur, CIN;
LUasS 1 0RIIPIEPTCOLAETTT

c) Provision made during the year amounting (net] Rs. 1,43.21 090/~ hes been
considered 0s expenies under Adminisirative and other Expense in Profit
& less account,

Note 26: - Movement of Non - Performing Assets

The movemeant of non- erfarming assets 5 given o under:
P o

me S .',.' a |

s MPA ta Gross Portolo percentage

pAovement in MPA

Opeaning Balance 29,468,024 &)
Add: acditions during the year 2,59,61.810 27.68,024

. 5 Less: reduction during the year 0 0
Closing Balance 2.,89,2%.834 29.68,024

=

Note 27;- Segment Reporling

The Company operoles in a singls reportable segment ie nan banking
Fnance activitg, which has similar rsks and returns for the purpose of AS 17 on
“segment Reporting speciiied under section 133 of the Companies Act
2015, read with Rule 7 of the Companies (Accounts] Rules, 2014. The
Company operates in o single gacgraphical segment i.e. domestic.

Note 28:- Contingent liabilities

1. There s Mo Cloinn against the Company not acknowledged as debt.

9 The FDR of Rs. 151275449/~ are ar marked in favour of fallowing
Ingtitufions for whom Compary is working os Business Comaspondence.
First Loss Default Guorantee hos been given for oulstanding loan porfolic
genarated  through Business Comespondence arrangement. There is
Cortingent Liability to this extent.

Mome of BC Institution
Yas Bank
DB




ARTH MICRO FINANCE PRIVATE LIMITED

A-&4 Rasdential Colony Stapura Indusinal Area, Tenk Rood, Jaipur, CIN:
UEST10R )1 9R4PTCDAAZ] P

M AS Financial Insfitution 2.48,04,752
Utkarsh ) 1.85,00.000
Total iy 15,12,75,44%
o Earpcrur;guaruntae given:

_Name of §C insfiiufion g ~ Amount
MAS AFF onlending | 8,22,80,595
D8 3,18,23.515
Utkarsh 59,84,670
Tolal ' 22,0088.780

Mote 29:- felated Parly Disclosures

related parly disclosure Qs raquired under tha Aceounting Standard (AS-18]
*Related Parly Disclosures”

a) Key Management Personnel (KMP)
Mr. Framod Kumar Paliwal ¢ Managing Director

wAr, Euldeep Kumar Arora : Whale Time Director

wWir Ashok Kumar Bhargava . Independent Director

MiEs Ruchi Mitra - Director & Company Secretary
w1 Dinesh Awasthi . Director
kar. Mishikant Paieal : Director

b) Ralatives of Key Managerial Personnel (KMP)

wirs. Sonio Arora :  Wife of Whole Time Director
Mirs, Aruna Paliwal + Wife of Managing Direchor

wir. Jatin Paliwal . Son of Managing Director

Wirs, Charan Devi - mother of whole Time Direcior

c) Enterprises on which key management persons having control
kuldhara Foundation




ARTH MICRO FINANCE PRIVATE LIMITED

A, Besidenliol Cokomy Stagpura Indusinal Area. Tenk Rood, Jaipur, CiN:
L5 10RJIFREF TCO4421%

Kuldhara Investimeants Private Limited

Euldhara Venlures Private Limited

d) Particulars of related parties hunmnﬂnn;

Hmma af
Transaction
A, Transaction duiing
fhe year | e=—HE
- Remurneration | .'-"E F4EII:I 1.75.80.000 0 Q o
. F"I?._I'fE-F-l'II"IﬂﬂCE Linked a q 0 0 o
| Incentve | N
| - Rent B.40.000 B,40.000 0 (1] 0
- Satary 4] 0| 2520000 3540000 0
- Sitting Fees |,26,000 1,55.000 0 B 0
« ShOres G
AIIDTI‘I‘IEI‘IHinEIuding 2,35.00000 | 3.%7.00,000 | 1.98,00.000 57.00,000 148,000,000 |
oremivm) | i
- Loan Accepled 30,00,000 | 52200000 | 3500,000 | 1,10.00,000 0
- Loan Repaid 3000000 | 52200000 | 3500000 | 1,10,00.000 0
8. Culstanding Balaince | .
Payable 16,19.056| 14,45400 5,16,78& 304,146 ) |

Moles ;-

1, Relotec party relationship is identified by the company and refled upon
by thie Auditor,

2. Mo Amount In respect of reloted parties have been written off during the
year, Also, no goccounts hove been provided for as doubifi debts.




ARTH MICRO FINANCE PRIVATE LIMITED

A-64, Residenflal Cotony Sitapura Industriol Area. Tonk Rood, Joipur, CiN:
UASTIORJIFFEPTOO4621F

] Statutory Audit Fee

2 Tax Audit Fees
Tatol

Mote 31:- Disclosures reguired under Section 22 of the Micro, Small and
Medium Enterprises Development Act, 2006

According to e records avallaile with the company there are no dues
pavable to entifies that are classified as Micro, Small and Medium Enferprises
Development Act, 2006 during the period. Hence disclosures if any relating
lo amounts unpaid os at the perod ond together with the inferest paid/
poyabls as required under the act are given as under,

| f!jgg pal amount due to suppliers
registered under the MAMED Act and Mil il

remaining unpaid as of year end

2 Inleiest due to suppliers registered under
the MEMED Act and remaining Unpaid as Mil ]
at yeor end

3 Pincipal amounts paid fo suppliers
registered under the MIMED Act, beyand il il
the oppointed day durng the year

4 Interest pald, by the compzany in ferrms of
Section 16 of MSMED Act, along with the

amount of payments made to suppliers
beyvond the appointed day during the

Ml Nil




ARTH MICRO FINANCE PRIVATE LIMITED

A-64. Residentiol Colony Sitapwra Industial Area, Tonk Road, Jaipur, CiN:
USEF1OR 1] P94PTCO44217

yeor

5 Interesi dye and payable towards
wppliers registered under MSMED: Act, for Rl il
payments aiready made

& Further infen maini d i il
pavable for eqrier yaars

i Copitol Adeguacy Ratio [Amount in Bs.)

S

- L

Tier | Capital (et worth) 307130853 24.28,09,569
Tier | Capital 0050541 8.22,5522%
Totol Copiial 379221794 32.50,64,798
Total Risk Weighted Assets 738572250 92,50,84,518

CRAR as a Percentage of Tolal

Risk Weighted Assels %) 51.35% 35.14%

(1) Exposure to reaql estate sector, both direct and indirect
The Campany does nat have any direct or indrect exposure fo the real
astate secior ce at 313 March, 2021 [Previous Year: Mi)

Note 33:- Margin

In pricing of credit {the loan portfolio), the interest rates charged by the
Company & lewer of the cost of fund plus margin cop of 12%cx the average
hase rate of five iorgest commercial banks [averoge of four guarterly
applicabie averane base rate notified by RBI for FY 2019-20) muitiplied oy
275, c per BRI Masier Circular-intraduction of New Category of NBFCs- "Non
Banking Financial Company- Microfinance Institution (MEFC-MFIS) - Directions
REL/2013-14/482 DMES.(PD) CC. No 3£9/03.10,38/2013-14 dated 7' February,
2014 :




ARTH MICRO FINANCE PRIVATE LIMITED

A-bd. Raddeniial Colony SaDurd industrial Area, Tonk Road, Jaipar, CIN;
LA5F0R11996FTCO4621 7

{a) Cost of funds {os af A1%, March 2021

TR R S )
average effective cost of bBorowing : 13.42
Mcrin ; 9.57
Lending Rate : 22.99

o] Average base rate of the five lorgest commercial banks | Dy taking
cvercge of four quartery opplicable average base rate nofified by REl for
FY 2020-21) multiplied by 275 = 8.3625*2.75=23.00% (a5 of 31 March,
2021)

the Company has maintained the aualifying asset percentage os af 3t
March 2021, as specified in the REl Master Circular-infroduction of New
Cotegory of NBFCs — ‘MNon Barking Financial Company- Microfinance
irstitulion  [NBFC-MFIS) - Directions RBI/2013-14/4% DONBS.|PD| CC. No
A47/03.10.38/2013-14 doted 1% July 2013,

. Buginass Codn a e [

Campany is Busness Comespondent of YES Bank, DBl Bonk, Utkarsn Small
Finance Bank, and Sarvice Provider of MAS Financial Services. Total micro
Finance Lending as on 31" March. 2031 e BC / Service Provider of fhese Bank
fingtitution is glven in colummn 2 hergunder,

Sompany i having amount lylng with cormpany aut of recoveries mode from
SHG/LG to whom egriier amount wos lert and which was not remitted 1o
these Bank finstitution upto 31 March, 2021, These figures Qre given in
column 3 which are sublect to confimation cnd as cerified by
Manogement.

[1] 2] 3
YES Bank 1,99.34,73.204 2,52,81,405
(33 3,18.23.515 |27,23.775)

= P ﬁ-.-l'|__
|
ﬁé}j{:}

Rt




ARTH MICRO FINANCE PRIVATE LIMITED

A-i4, Residantial Cotony Sitapura Industrial Area, Tork Road, Joipur, CiN:
&SP 10 1 FREFTC 048217

M AS financial services 18,22,80,595 75,78.497
Utkarsh Small Finance Bank 239384814 {1,00,08,997)
Total 2,44 6%.64.130 2,01.29.330

ne company has given performance secunty fowards loans referred by the
company fofal peromaonce security given to Yes Bank amounting tfo
ks 10,33,40,000/-, to IDBI Bank. amounting Rs 46.30,697/-. to MAS Financial
services |td, R 24B04752/- and to Utkomh Small Fnonce Bank R,
|LB35.00,000/- towards the loan given based on the company's reference

Nole 346:- Previous Year Figures

Frevious year's Figures have been regrouped! reclossified wherever
necessary fo comrespand with the curent year's classification/ disclasure,

Mote 37:- &5 subject 1 ion

Bolances of Book Debts, Micro finonce Loan Porffolic of Company and as
BC [ Zervice Provider, Loans & Advances and Creditors are sublect to
confeotion and as cerdified by the management, The Cumrent assals are
stated at an amount, which s In the opinicn of the monogement, not in
excess of ther recoverable value,

38; - COVID-1 ackage - Assel Classification and provisioning

The impoct of COVID-19 on the economy continues fo be uncertain and the
axtent to which the ongoing COVID-19 pandemic will impact the
Compary’s ingncial performance including the Company's estimates of
impairment of loans, s dependent on such future developments, the severity
and duration of the pandemic, which cannof be pradicted with any degree
of certainty.

n aoccorgdance with the Board approved morotorium policy read with the
keserve Bank of India (RBI| guidelines doted 27 March 2020, 17 Apdl 2020
and 23 May 2020 relating to 'COVID-19 - Regulatery Packoge' and
guidslines issued thereto, the Company hos granied moratoium upto Six
manths on ke payment of instaliments falling due between March 2020
and 31 August 2020 to oll eligible borowers on g suo-moto bask. Having
regard fo the guidance provided by the RBI and the Institute of Chartered
Accountants of india, In the assessment of the Company, extension of such
maratorium benefit to bormowers as per the COVID-1% Regulatory Pockage
of the R8I by ifsalf is not comsiderad 1o result in significant increase in credit




ARTH MICRO FINANCE PRIVATE LIMITED

A-£4, Residential Colony Sitapura Industial Area, Tonk Road. Jaipur, Cin:
UGS 10R1] 274PTC 044219

sk, In e obsence of other credit rsk indicators, the granting of a
maoratorium peried does not result in accounts becoming past due and
automalically  figgerdng Stage 2 or Stage 3 clasification  criterda.
Accordingly, In respect of occounts overdue but standard as af 29 February
2020 where moratorium benefit have been granfed, the staging of those
accounts as at 31 March 2021 5 bosed on the days pas! due status
consideing the benefit of momaforium perod In accordance with the
Reserve Bank of India Covid-19? Regulatory Package.

fhe Company has considersd the oforesaid context of the pandemic in
appiying the assumplions used te determine the expected credit losses on
loans. The impact assessment of COVID-19 & a continuing process given its
uncertainty in nature and duratfion, this may have carresponding impact in
the firancial position, The Compariy will continue to monitor any materol
changes fo the future economic conditions.

As per aur Report of even date annexed herewith

Far Jain Dinesh & Asscciates
Charterad Accountanis

Firm Ragisration Ne. 003884C For & on behalf of Board of Directors
) o )
s At e — P pecke J%.»‘%
Dineth Jain Framod K Paliwal Kuldeep K Arora Ruchi
Froprietor (Manoging Director]  [Whole Time Director)  (Company Secretary)
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