S.M.I.L.E. MICROFINANCE LIMITED

NOTICE is hereby given that the Twenty Seventh (27th) Annual General Meeting of S.M.LLE.
MICROFINANCE LIMITED will be held on Tuesday, the 09t day of May 2023, @ 05.00 PM IST
through Hybrid meeting- “both in Physical as well as Video Conferencing ('VC') / Other Audio Visual
Means (‘'OAVM')" to transact the following business:

Venue for attending the Annual General Meeting in person/ Physical:- Hotel V Grand, Sambakulam,

Mattuthavani to Surveyor Colony Road, Madurai, Tamil Nadu- 625007, INDIA.

ORDINARY BUSINESS

1.

To receive, consider, approve and adopt the Audited Financial Statements of the Company as
at March 31, 2022 together with the Reports of the Directors and Auditors thereon;

To appoint a Director in place of Mr. J Bradley Swanson (holding DIN: 02872123), who retires by
rotation and being eligible, offers himself for reappointment.

SPECIAL BUSINESS

3.

To consider, and if thought fit, to pass with or without modification the following
resolution as ordinary resolution.

Remuneration to Mr. Murali Srinivas P _(DIN: 00554309), Former Managing Director of the
Company.

“RESOLVED THAT Pursuant to provisions of Section 197 read with Part | and Section | of Part Il
of Schedule V and other applicable provisions, if any, of the Companies Act, 2013 (including any
statutory modification or re-enactment thereof), consent of the members be and is hereby
accorded for payment of remuneration to Mr. Murali Srinivas P [DIN: 00554309], Former
Managing Director of the Company, on the terms and conditions including remuneration as
mentioned below for the Financial year 2021-2022 and 2022-2023, ex-gratia amount plus
Annual performance incentive / special incentive if any, as decided by the Board of Directors.

Amount in (Rs.)

Description Per month for F.Y.
2021-2022 & 2022-2023

Basic Pay 2,22,600
House Rent Allowance 1,711,300
Conveyance Allowance 1,600
Medical Allowance 1,250
Special Allowance 33,850
Educational Allowance 400
Total salary per month 3,71,000

To consider and, if thought fit, to give assent / dissent to the following resolution, as an
Ordinary Resolution:

Appointment of Mr. VT Prabakaran as the Managing Director and CFO of the Company

RESOLVED THAT Pursuant to the provisions of Section 196 and other applicable provisions if
any of the Companies Act, 2013 and the rules made thereunder (including any statutory
modification(s) or re-enactment thereof for the time being in force), consent of the members
be and is hereby accorded for appointing Mr. V T Prabakaran (DIN: 10106320), as a Managing
Director and CFO of the Company for a period of five (5) years with effect from 09™ May 2023,
on the terms and conditions as specified in the Explanatory Statement pursuant to Section 102
(1) of the Companies Act, 2013 annexed to this notice.:

RESOLVED FURTHER THAT the Board be and is hereby authorized to alter and vary the terms
and conditions of appointment and / or remuneration, and on the terms and conditions as
may be agreed by the Board from time to time in this respect and the same not exceed the
limits specified under Section 197, and Schedule V of the Companies Act, 2013 (including any
statutory modifications or re-enactments thereof, for the time being in force).

To consider and, if thought fit, to give assent / dissent to the following resolution, as an
Ordinary Resolution:

Payment of the Special Incentive to the senior management staff

RESOLVED THAT pursuant to the resolutions passed by Board of Directors at their meeting
held on April 10, 2023, applicable provisions of the Companies Act, 2013, and the Rules made
thereunder (including any statutory modifications or re-enactment(s) thereof, for the time
being in force) consent of members be and is hereby accorded for payment of incentive out of
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1% on the slump sale consideration received by the company, distributed to the Senior
Management Staff, as given below:

Incentive Payment relating to sale of Microfinance Business undertaking

S.No. | Name of the Staffs Designation at the time of sale Incentive Amount (in INR)
1. Murali Srinivas P MD & CEO 34,00,000
2. V.T. Prabakaran CFO 15,00,000
3. R. Venkatasubramanian | Company Secretary 5,00,000
4. N. Balaji Head-HR & Admin 5,00,000
5. K. Karthikeya Prabu AGM-D & DT 4,00,000
6. G. Parthasarathy Head-Accounts 3,00,000
7. S. Sivakumar Head-IST 3,00,000
8. R. Raja Raman Head-IAD 2,00,000
9. J. Mohan Legal Officer 1,00,000
10. S.KV. Somasundaram DGM-Ops 2,00,000
1. K. llangovan DGM-Ops 1,00,000
12. P. Muppakkarai DGM-IAD 1,00,000
13. R. Balamurugan Senior Manager-HRD 1,00,000
14. K. Selvaganesh Senior Manager-HRD 1,00,000
15. R.K. Vijay Balaji Chief Manager-MIS 1,00,000
6. Sridhar Babu Ch. Chief Manager-Finance & Accounts 1,00,000
17. J.Johnson Nesappa Chief Manager-Ops 1,00,000
18. P. Sethupathi AGM-HR (RO-Madurai) 1,00,000
19. V. Vijaykumar Senior Manager-PMD 1,00,000

83,00,000

RESOLVED FURTHER THAT the consent of the Shareholders be and is hereby accorded for
payment of the balance incentive of Rs.28.00 lakh (Rs.111 lakh - Rs.83 lakh) to be distributed in
two tranches, as may be decided by the Board, which shall coincide with the distribution of

Accumulated profits / Share capital to the shareholders.

Place: Chennai
Date: 10*" April 2023

- By order of the Board -

For S.M.LL.E. MICROFINANCE LIMITED

sd/-

Aleem Remtula
Director

DIN: 02872107




EXPLANATORY STATEMENT PURSUANT TO SECTION 102 OF THE COMPANIES ACT, 2013

This Explanatory Statement forms part of, and should be read together with, the Notice of Meeting.
Item no. 3

The Board of Directors have approved the remuneration of Mr. Murali Srinivas P, former Managing
Director of the Company, who resigned and was relieved on 31t March, 2023, along with ex-gratia
amount plus Annual performance incentive/ special incentive, if any, paid by the Company.

{Remuneration of Rs. 3.71 lakh per month for the Financial Year 2021-2022 and 2022-2023}
{Ex-gratia - Rs. 3.71 lakh for the Financial Year 2022-2023}

{Variable Pay- Rs. 21.75 lakh for the period November 2021 to March 2023}

{Incentive- Rs. 34.00 lakh- (Please refer to Item No.5 of the Special Business)}

The aggregate of the remuneration as aforesaid is within the maximum limits as laid down under
Section 197 and all other applicable provisions, if any, of the Act read with Schedule V to the Act, as
amended and as in force from time to time.

No Director, Key Managerial Personnel, or their relatives, are interested or concerned in the
resolution.

The Board of Directors recommends the Ordinary Resolution set out at Iltem No. 3 of the Notice for
approval by the Members.

Item No. 4

The Board of Directors, at their meeting held on 10th April, 2023 had appointed Mr. V T Prabakaran
(DIN 10106320) as Additional director (who was appointed as “Chief Financial Officer” of the
Company with effect from O1th April, 2015),

He shall be appointed Managing Director & CFO for a period of five (5) years with effect from May
19, 2023.

(i) The Company has received a notice in writing along with consent under the provisions of Section
160 of the Companies Act, 2013, read with Rule 8 of Companies (Appointment & Qualification of
Directors) Rules, 2014, proposing his candidature for the office of Managing Director and CFO,

(ii) Intimation in Form DIR-8 in terms of Companies (Appointment & Qualification of Directors)
Rules, 2014, to the effect that he is not disqualified under sub section (2) of Section 164 of the
Companies Act, 2013, and

(iii) Notice of interest in Form MBP-1 in terms of section 184 (1), and other applicable provisions of the
Companies Act, 2013 and other applicable regulations of Reserve Bank of India.

Brief profile of Mr. V T Prabakaran:

Mr.V T Prabakaran is the Chief Financial Officer of SMILE since April 2015. He has extensive banking
experience; served Canara Bank, a leading nationalized bank, for about 24 years. While in the Bank,
had a mix of rural, urban and metropolitan exposure, branch banking and administrative exposure.
Has expertise in credit appraisals, recovery and legal matters. Has successfully completed the
assignment of introducing the Bank's systems and procedures in the Lakshmi Commercial Bank
branches of Haryana State, taken over by Canara Bank and also setting up of two new branches of
the Bank, one in Haryana State and one in Tamil Nadu State. As Head of Finance Department in two
manufacturing companies in Chennai, he has handled resources planning & mobilization, accounts,
statutory audit and statutory compliance. Has more than a decade of experience in the
Microfinance sector.

Minimum Remuneration:

Notwithstanding anything herein contained, in the event of loss or inadequacy of profits in any
financial year during the period of his office as the Managing Director and CFO, the Company wiill,
subject to applicable laws and such sanctions and approvals as may be required, pay remuneration
to Mr. V T Prabakaran as decided by the Board.

Other Terms:

The Managing Director and CFO will perform his duties as such with regard to all work of the
Company and will manage and attend to such business and carry out the orders and directions
given by the Board from time to time in all respects and conform to and comply with all such
directions and regulations as may from time to time be given and made by the Board.



The Managing Director and CFO shall act in accordance with the Articles of Association of the
Company and shall abide by the provisions contained in Section 166 of the Act with regard to duties

of directors. He shall not be paid any sitting fee for attending the meetings of the Board or
Committee thereof.

The office of the Managing Director and CFO may be terminated by the Company or by him by
giving the other 3 (three) months’ prior notice in writing.

The principal location at which the Managing Director and CFO shall perform services for the

Company will be the Registered Office, Chennai, Tamilnadu and also would work remotely from
other locations.

The approval of the members is being sought to the terms, conditions and stipulations for the
appointment of Mr. V T Prabakaran as the Managing Director and CFO the remuneration payable to

him. The terms and conditions are as proposed by the Board of Directors at their meeting held on
10th April, 2023.

Given his expertise, knowledge and experience, the Board considers the appointment of Mr. V' T
Prabakaran as the Managing Director and CFO to be in the interest of the Company and in view of
the provisions of Sections 196, 197, 198, 203 and any other applicable provisions of the Companies

Act, 2013, recommends the Ordinary Resolution as set out in the accompanying notice for the
approval of the Shareholders.

Except Mr. VT Prabakaran, being an appointee, none of the Directors and Key Managerial Personnel

of the Company and their relatives is concerned or interested, financially or otherwise, in the
resolution.

Item no. 5
Payment of the Special Incentive to the senior management staff:

The sale of microfinance business undertaking was completed successfully and the deal was closed
on 12th April, 2022. In recognition of the active involvement of the senior management staff, the
Board proposed this special incentive. The shareholders are requested to approve this special
incentive, so as to encourage and motivate them.

Except Mr. V T Prabakaran, being one of the beneficiaries, none of the Directors and Key Managerial

Personnel of the Company and their relatives is concerned or interested, financially or otherwise, in
the resolution.

- By order of the Board -

For S.M.LL.E. MICROFINANCE LIMITED

Sd/-

Aleem Remtula

Director

Place: Chennai DIN: 02872107
Date: 10t April 2023

Latitude:- 9.9507513; Longitude:- 78.1567441
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Notes:

In view of the COVID 19 pandemic, the Ministry of Corporate Affairs vide its Circular dated
5th May, 2020 read with Circulars dated 8th April, 2020 and 13th April, 2020 and 13th
January, 2021 and December 28, 2022 (collectively referred to as ‘Circulars’), has
introduced certain measures enabling companies to convene their Annual General
Meetings (AGM/ Meeting) through Video Conferencing (VC) or Other Audio Visual Means
(OAVM) and also send notice of the Meeting and other correspondences related thereto,
through electronic mode. In compliance with the said requirements of the MCA
Circulars, electronic copy of the Notice along with the Annual Report for the financial
year ended 3lst March, 2022 consisting of financial statements including Board's Report,
Auditors’ Report and other documents required to be attached therewith (Collectively
referred to as Notice) have been sent only to those members whose e-mail ids are
registered with the Company or the Registrar and Share Transfer Agent or the
Depository Participants(s) through electronic means and no physical copy of the Notice
has been sent by the Company to any member. The Notice of the 27th ACM of the
Company inter alia indicating the process and manner of e-voting has also been hosted
on the website of the Company wwwsfltd.in and on the website of CDSL at
www.evotingindia.com.

Explanatory statements as required under Section 102 of the Companies Act, 2013
with respect to Item No.3, 4 and 5 specified above are annexed hereto.

A member entitled to attend and vote at the meeting is entitled to appoint a proxy to
attend and vote instead of himself/herself and the proxy need not be a member of the
company. A person can act as proxy on behalf of members not exceeding fifty (50) and
holding in the aggregate not more than ten percent of the total share capital of the
company. Member holding more than ten percent of the total share capital of the
company carrying voting rights may appoint a single person as proxy and such person
shall not act as proxy for any other person or shareholder. Proxies in order to be effective
must be deposited at the registered office of the company, duly completed and signed
not less than 48 (forty eight) hours before the annual general meeting. However,
corporate members are required to send to the Company/ RTA/ Scrutinizer, a certified
copy of the Board Resolution, pursuant to section 113 of the Companies Act 2013,
authorizing their representative to attend and vote at the Meeting through VC.

The facility for Shareholders to join the AGM in the VC/OAVM mode will be kept open to
join 15 minutes before and 15 minutes after the scheduled time of the commencement
of the Meeting. The Shareholders can join the AGM by following the procedure
mentioned herein below in the Notice. The facility of participation at the AGM through
VC/OAVM will be made available to atleast 1000 Shareholders on ‘first come first serve'
basis. This will not include large Shareholders (i.e. Shareholders holding 2% or more),
Promoters, Directors, Key Managerial Personnel, the Chairperson(s) of the Audit
Committee, Nomination and Remuneration Committee and Stakeholders Relationship
Committee, Auditors etc. who are allowed to attend the AGM without restriction on
account of ‘first come first serve’ basis, by adhering to the Covid protocol

The attendance of the Shareholders attending the AGM through both in Physical and
VC/OAVM will be counted for the purpose of reckoning the quorum under Section 103
of the Act.

The Shareholders, seeking any information with regard to the accounts or any matter
to be placed at the ACM, are requested to write to the Company on or before 03rd
May, 2023, through Email to compliance@sfltd.in. The same will be replied by/on behalf
of the Company suitably.

The Register of Members, Directors, Key Managerial Personnel and their shareholding,
maintained under Section 170 of the Companies Act, 2013 and Register of Contracts or
Arrangements in which the Directors are interested, maintained under Section 189 of
the Companies Act, 2013 will be available electronically for inspection by the members
during the Annual General Meeting.

Members are requested to quote their Registered Folio Number or Demat Account
Number & Depository Participant (DP) ID Number on all correspondences with the
Company. Members holding shares in dematerialized mode are requested to intimate
all changes pertaining to their bank details, mandate, nomination, power of attorney,
change of address, etc, to their respective Depository Participant (DP). Members
holding shares in physical mode are requested to intimate the same to Registrar &



Share Transfer Agents of the Company (RTA) M/s. Cameo Corporate Services Limited,
“Subramanian Building”, No.1, Club House Road, and Chennai-600 002.

Pursuant to Section 108 of the Companies Act, 2013, read with Rule 20 of the Companies
(Management and Administration) Rules, 2014, as may be amended from time to time, as
amended, and MCA Circulars dated April 8, 2020, April 13, 2020, May 5, 2020, January 13,
2021 and December 28, 2022 the Company is pleased to provide e- voting facility to the
members to cast their votes electronically on all resolutions set forth in this Notice.

The Company has engaged the services of Central Depository Services (India) Limited
(CDSL) to provide e-voting facility. The Company has appointed Mr. V Esaki, V Esaki &
Associates, Practicing Company Secretary [ACS 30353, COP No. 11022] to act as the
Scrutinizer, for conducting scrutiny of the votes cast.

Notice convening the 27th Annual General Meeting and the Annual Report 2021-22 is
also available on the CDSL's website: www.cdslindia.com.

The e-voting facility is available at the link: www.evotingindia.com.

The e-voting facility will be available during the following voting period:

Commencement of e-voting End of e-voting
06th May 2023, Saturday, at 9:00 AM. (IST) | 08th May 2023, Monday, at 5:00 P.M. (IST)

During this period, shareholders of the Company, holding shares either in physical form
or in dematerialized form, as on the cut-off date of 02nd May, 2023 may cast their vote
electronically. The e-voting module shall be disabled by CDSL thereafter. A person who
is not a member of the Company as on cutoff date should treat the Notice for
information purpose only.

Only those Shareholders, who will be present at the AGM through VC/OAVM facility
and who had not cast their vote by remote e-voting prior to the AGM and are otherwise
not barred from doing so, shall be eligible to vote through e-voting system during the
AGM. In the case of joint holders, the member whose name appears as the first holder
in the order of names as per the Register of Members of the Company shall be entitled
to vote through remote e-voting or e-voting during the AGM.

The members desiring to vote through electronic mode may refer to the detailed
procedure on e-voting given hereinafter.

Shareholders who have already voted prior to the meeting date would not be entitled
to vote during the AGM.

THE INTRUCTIONS OF SHAREHOLDERS FOR E-VOTING AND JOINING VIRTUAL MEETINGS ARE
AS UNDER:

The e-voting period begins on 06th May 2023, Saturday, at 9:00 AM and ends on 08th May
2023, Monday, at 5:00. During this period shareholders’ of the Company, holding shares
either in physical form or in dematerialized form, as on the cut-off date (record date) of
02nd May, 2023 may cast their vote electronically. The e-voting module shall be disabled
by CDSL for voting thereafter.

Shareholders who have already voted prior to the meeting date would not be entitled to
vote at the meeting venue.

Currently, there are multiple e-voting service providers (ESPs) providing e-voting facility to
listed entities in India. This necessitates registration on various ESPs and maintenance of
multiple user IDs and passwords by the shareholders.

In order to increase the efficiency of the voting process, pursuant to a public consultation,
it has been decided to enable e-voting to all the demat account holders, by way of a
single login credential, through their demat accounts/ websites of Depositories/
Depository Participants. Demat account holders would be able to cast their vote without
having to register again with the ESPs, thereby, not only facilitating seamless
authentication but also enhancing ease and convenience of participating in e-voting
process.



iv. Login method for e-Voting and joining virtual meetings for Individual shareholders
holding securities in Demat mode CDSL/NSDL is given below:

Type of
shareholders

Login Method

Individual
Shareholders
holding
securities in
Demat mode
with CDSL

1)

2)

3)

Users who have opted for CDSL Easi / Easiest facility, can login through their existing
user id and password. Option will be made available to reach e-Voting page without
any further authentication. The URL for users to login to Easi / Easiest are
https://web.cdslindia.com/myeasi/home/login or visit www.cdslindia.com and click on
Login icon and select New System Myeasi.

After successful login the Easi/ Easiest user will be able to see the e-Voting option for
eligible companies where the e-voting is in progress as per the information provided by
company. On clicking the e-voting option, the user will be able to see e-Voting page of
the e-Voting service provider for casting your vote during the remote e-Voting period or
joining virtual meeting & voting during the meeting. Additionally, there is also links
provided to access the systemm of all e-Voting Service Providers i.e.
CDSL/NSDL/KARVY/LINKINTIME, so that the user can visit the e-Voting service
providers' website directly.

If the user is not registered for Easi/Easiest, option to register is available at
https://web.cdslindia.com/myeasi/Reqistration/EasiRegistration

Alternatively, the user can directly access e-Voting page by providing Demat Account
Number and PAN No. from a e-Voting link available on www.cdslindia.com home page
or click on https//evoting.cdslindia.com/Evoting/EvotingLogin  The system  will
authenticate the user by sending OTP on registered Mobile & Email as recorded in the
Demat Account. After successful authentication, user will be able to see the e-Voting
option where the e-voting is in progress and also able to directly access the system of
all e-Voting Service Providers.

Individual
Shareholders
holding
securities in
demat mode
with NSDL

2)

If you are already registered for NSDL IDeAS facility, please visit the e-Services website
of NSDL. Open web browser by typing the following URL: https://eservices.nsdl.com
either on a Personal Computer or on a mobile. Once the home page of e-Services is
launched, click on the “Beneficial Owner” icon under “Login” which is available under
‘IDeAS’ section. A new screen will open. You will have to enter your User ID and
Password. After successful authentication, you will be able to see e-Voting services.
Click on “Access to e-Voting” under e-Voting services and you will be able to see e-
Voting page. Click on company name or e-Voting service provider name and you will be
re-directed to e-Voting service provider website for casting your vote during the remote
e-Voting period or joining virtual meeting & voting during the meeting.

If the user is not registered for IDeAS e-Services, option to register is available at
https://eservices.nsdl.com. Select “Register Online for IDeAS “Portal or click at
https://eservices.nsdl.com/SecureWeb/IdeasDirectReq.jsp

Visit the e-Voting website of NSDL. Open web browser by typing the following URL:
https:.//www.evoting.nsdl.com/ either on a Personal Computer or on a mobile. Once the
home page of e-Voting system is launched, click on the icon “Login” which is available
under ‘Shareholder/Member’ section. A new screen will open. You will have to enter
your User ID (i.e. your sixteen digit demat account number hold with NSDL),
Password/OTP and a Verification Code as shown on the screen. After successful
authentication, you will be redirected to NSDL Depository site wherein you can see e-
Voting page. Click on company name or e-Voting service provider name and you will be
redirected to e-Voting service provider website for casting your vote during the remote
e-Voting period or joining virtual meeting & voting during the meeting

Individual
Shareholders
(holding
securities  in
demat mode)
login through
their
Depository
Participants

You can also login using the login credentials of your demat account through your
Depository Participant registered with NSDL/CDSL for e-Voting facility. After Successful
login, you will be able to see e-Voting option. Once you click on e-Voting option, you will
be redirected to NSDL/CDSL Depository site after successful authentication, wherein
you can see e-Voting feature. Click on company name or e-Voting service provider
name and you will be redirected to e-Voting service provider website for casting your
vote during the remote e-Voting period or joining virtual meeting & voting during the
meeting.

Important note: Members who are unable to retrieve User 1D/ Password are advised to use

Forget User ID and Forget Password option available at abovementioned website.




Helpdesk for Individual Shareholders holding securities in demat mode for any technical issues

related to login through Depository i.e. CDSL and NSDL

Login type

Helpdesk details

Individual Shareholders holding securities in

Demat mode with CDSL CDSL helpdesk by sending a request at

helpdesk.evoting@cdslindia.com or contact at 022-
23058738 and 22-23058542-43.

Individual Shareholders holding securities in

Demat mode with NSDL NSDL helpdesk by sending a request at

and 1800 22 44 30

Login

method for e-Voting and joining virtual meetings for Physical shareholders and

shareholders other than individual holding in Demat form.

e Log on to the e-voting website: www.evotingindia.com.
e Click on “Shareholders” tab.
e Now Enter your User ID

a)
b)
c)

For CDSL: 16 digits beneficiary ID,

For NSDL: 8 Character DP ID followed by 8 Digits Client ID,

Members holding shares in Physical Form should enter Folio Number registered
with the Company.

(CR)

Alternatively, if you are registered for CDSL's EASI/EASIEST e-services, you can log-in at
https://www.cdslindia.com from Login - Myeasi using your login credentials. Once you

successfully log-in to CDSL's EASI/EASIEST e-services, click on e-Voting option and
proceed directly to cast your vote electronically.

@
(i)

(iii)

Next enter the Image Verification as displayed and click on Login.

If you are holding shares in Demat form and had logged on to
www.evotingindia.com and voted on an earlier voting of any company, then your
existing password is to be used.
If you are a first time user kindly follow the steps given below.

For Physical shareholders and other than individual shareholders holding shares in
Demat.

PAN Enter your 10 digit alpha-numeric PAN issued by the Income Tax Department
(Applicable for both demat shareholders as well as physical shareholders)

» Members who have not updated their PAN with the Company/Depository
Participant are requested to use the first two letters of their name and the 8
digits of the sequence number in the PAN field.

» In case the sequence number is less than 8 digits enter the applicable
number of O's (zero) before the number after the first two characters of the
name in CAPITAL letters. Eg. If your name is Ramesh Kumar with sequence
number 1then enter RAOOO000O0T in the PAN field.

Dividend Enter the Dividend Bank details or Date of Birth (in dd/mm/yyyy format ) as

Bank Details [recorded in your demat account or in the company records in order to log in.

;riria;[;g;) » If both the details are not recorded with the depository or company please
enter the member id / folio number in the Dividend Bank details field as
mentioned in instruction (iii).

(iv)
v)

(vi)
(vii)

After entering these details appropriately, click on “SUBMIT" tab.
Members holding shares in physical form will then reach directly the Company
selection screen. However, members holding shares in demat form will now reach
‘Password Creation’ menu wherein they are required to mandatorily enter their
login password in the new password field. Kindly note that this password is to be
also used by the demat holders for voting for resolutions of any other company
on which they are eligible to vote, provided that company opts for e-voting
through CDSL platform. It is strongly recommended not to share your password
with any other person and take utmost care to keep your password confidential.
For Members holding shares in physical form, the details can be used only for e-
voting on the resolutions contained in this Notice.
Click on the EVSN of SMILE Microfinance Limited on which you choose to vote.

Members facing any technical issue in login can contact

Members facing any technical issue in login can contact

evoting@nsdl.co.in or call at toll free no.: 1800 1020 990




(i)  On the voting page, you will see “RESOLUTION DESCRIPTION" and against the
same the option “YES/NO" for voting. Select the option YES or NO as desired.
The option YES implies that you assent to the Resolution and option NO implies
that you dissent to the Resolution.

(ix) Click on the “RESOLUTIONS FILE LINK" if you wish to view the entire Resolution
details.

(X) After selecting the resolution you have decided to vote on, click on “SUBMIT". A
confirmation box will be displayed. If you wish to confirm your vote, click on
“OK", else to change your vote, click on “CANCEL" and accordingly modify your
vote.

(xi) Once you “CONFIRM" your vote on the resolution, you will not be allowed to
modify your vote.

(xii)  You can also take a print of the votes cast by clicking on “Click here to print” option
on the Voting page.

(xiii)  If a Demat account holder has forgotten the login password then Enter the User
ID and the image verification code and click on Forgot Password & enter the
details as prompted by the system.

(xiv) Shareholders can also cast their vote using CDSL's mobile app m-Voting
available for android based mobiles. The m-Voting app can be downloaded from
Google Play Store. Please follow the instructions as prompted by the mobile app
while voting on your mobile.

PROCESS FOR THOSE SHAREHOLDERS WHOSE EMAIL ADDRESSES ARE NOT
REGISTERED WITH THE DEPOSITORIES FOR OBTAINING LOGIN CREDENTIALS FOR
E-VOTING FOR THE RESOLUTIONS PROPOSED IN THIS NOTICE:

1. For Physical shareholders- please provide necessary details like Folio No., Name of
shareholder, scanned copy of the share certificate (front and back), PAN (self-attested
scanned copy of PAN card), AADHAR (self-attested scanned copy of Aadhar Card) by
email to Company/RTA email id.

2. For Demat shareholders -, please provide Demat account details (CDSL-16 digit
beneficiary ID or NSDL-16 digit DPID + CLID), Name, client master or copy of
Consolidated Account statement, PAN (self-attested scanned copy of PAN card),
AADHAR (self-attested scanned copy of Aadhar Card) to Company/RTA email id.

INSTRUCTIONS FOR SHAREHOLDERS ATTENDING THE AGM THROUGH VC / OAVM
ARE AS UNDER:

Shareholder will be provided with a facility to attend the AGM through VC/OAVM
through the CDSL e-Voting system. Shareholders may access the same at
https://www.evotingindia.com under shareholders/members login by using the remote
e-voting credentials. The link for VC/OAVM will be available in shareholder/members
login where the EVSN of Company will be displayed.

Shareholders are encouraged to join the Meeting through Laptops / IPads for better
experience.

Further shareholders will be required to allow Camera and use Internet with a good
speed to avoid any disturbance during the meeting.

Please note that Participants Connecting from Mobile Devices or Tablets or through
Laptop connecting via Mobile Hotspot may experience Audio/Video loss due to
Fluctuation in their respective network. It is therefore recommended to use Stable Wi-
Fi or LAN Connection to mitigate any kind of aforesaid glitches.

Shareholders who would like to express their views/ask questions during the meeting
may register themselves as a speaker by sending their request in advance atleast 7
days prior to meeting mentioning their name, demat account number/folio number,
email id, mobile number at (company email id). The shareholders who do not wish to
speak during the AGM but have queries may send their queries in advance 7 days
prior to meeting mentioning their name, demat account number/folio number, email
id, mobile number at (company email id). These queries will be replied to by the
company suitably by email.

Those shareholders who have registered themselves as a speaker will only be allowed
to express their views/ask questions during the meeting. The Company reserves the
right to restrict the number of questions and number of speakers, depending upon the
availability of time as appropriate for smooth conduct of the AGM.

INSTRUCTIONS FOR SHAREHOLDERS FOR E-VOTING DURING THE AGM ARE AS
UNDER:-

The procedure for e-Voting on the day of the AGM is same as the instructions mentioned
above for Remote e-voting.



(xv)

(xvi)

—_

Only those shareholders, who are present in the AGM through VC/OAVM facility and
have not casted their vote on the Resolutions through remote e-Voting and are
otherwise not barred from doing so, shall be eligible to vote through e-Voting system
available during the ACM.

If any Votes are cast by the shareholders through the e-voting available during the AGM
and if the same shareholders have not participated in the meeting through VC/OAVM
facility, then the votes cast by such shareholders shall be considered invalid as the
facility of e-voting during the meeting is available only to the shareholders attending
the meeting.

Shareholders who have voted through Remote e-Voting will be eligible to attend the
AGM. However, they will not be eligible to vote at the AGM.

Note for Non - Individual Shareholders and Custodians

Non-Individual shareholders (i.e. other than Individuals, HUF, NRI etc.) and Custodians
are required to log on to www.evotingindia.com and register themselves as
Corporates.

A scanned copy of the Registration Form bearing the stamp and sign of the entity should
be emailed to helpdesk.evoting@cdslindia.com.

After receiving the login details a Compliance User should be created using the admin
login and password. The Compliance user would be able to link the account(s) for which
they wish to vote on.

The list of accounts linked in the login should be mailed to
helpdesk.evoting@cdslindia.com and on approval of the accounts they would be able to
cast their vote.

A scanned copy of the Board Resolution and Power of Attorney (POA) which they
have issued in favour of the Custodian, if any, should be uploaded in PDF format in the
system for the scrutinizer to verify the same.

Alternatively Non Individual shareholders are required to send the relevant Board
Resolution/ Authority letter etc. together with attested specimen signature of the duly
authorized signatory who are authorized to vote, to the Scrutinizer and to the
Company at the email address viz; compliance@sfltd.in (designated email address by
company) , if they have voted from individual tab & not uploaded same in the CDSL e-
voting system for the scrutinizer to verify the same.

If you have any queries or issues regarding attending AGM & e-Voting from the e-
Voting System, you may refer the Frequently Asked Questions (“FAQs") and e-voting
manual available at www.evotingindia.com under help section or write an email to
helpdesk.evoting@cdslindia.com or contact 022-23058738 and 022-23058542/43

All grievances connected with the facility for voting by electronic means may be
addressed to Mr. Rakesh Dalvi, Sr. Manager, (CDSL ) Central Depository Services

(India) Limited, A Wing, 25th Floor, Marathon Futurex, Mafatlal Mill Compounds, N M
Joshi Marg, Lower Parel (East), Mumbai - 400013 or send an email to
helpdesk.evoting@cdslindia.com or call on 022-23058542/43.

General Instructions

The remote e-voting shall not be allowed beyond the abovementioned date and time.

Once the vote on the resolution is cast by the shareholder, whether partially or otherwise,
the shareholder shall not be allowed to change it subsequently or cast the vote again.

Any person who have acquired shares and become members of the company after the
electronic dispatch of the notice and holding shares as on cut-off date, i.e. 02nd May 2023
and who have updated their PAN with the Company/DP, should follow the instructions as
above mentioned in (i) to (xix) to vote through e-voting and those who have not updated
their PAN with the Company/DP, can send a mail to compliance@sfltd.in and
investor@cameoindia.com to obtain sequence number and they will have to follow the
instructions as above mentioned in (i) to (xix) to vote through e-voting.

The voting rights of members shall be in proportion to their shares in the paid-up equity
share capital of the Company as on cut-off date. A person, whose name is recorded in the
register of members or in the register of beneficial owners maintained by the depositories
as on the cut-off date only shall be entitled to avail the facility of remote e-Voting and e-
voting during the AGM.

The Scrutinizer shall, immediately after the conclusion of remote e-voting and e-voting
during the general meeting, would unblock and count the e-votes cast in the presence of at
least two witnesses not in the employment of the Company and make, not later than three
days of conclusion of the meeting, a consolidated Scrutinizer's report of the total votes cast



in favour or against, if any, to the Chairman or a person authorized by him in writing who
shall countersign the same.

The results declared along with the Scrutinizer's Report shall be placed on the Company’s
website www.sfltd.in and on the website of CDSL www.cdslindia.com immediately after the
result is declared.

Subject to the receipt of requisite number of votes through remote e-voting and voting
during the meeting, the Resolutions proposed in the Notice shall be deemed to have been
passed on the date of the meeting, i.e., Tuesday, 09th May 2022.




To
The Members,
S.M.L.L.E. Microfinance Limited.

Your Directors are pleased to present the twenty seventh Annual Report of your Company fogether with
the Audited Statement of Accounts and the Auditors’ Report of your Company for the financial year
ended, 31st March 2022,

FINANCIAL SUMMARY (Rs. in Lakh)
Particulars 2021-22 2020-21
Interest Income 6,863.36 11,615.26
Other Income 16.98 42,72
Total Income 6,880.34 11657.98
Less:

Expenses 9,543.46 12,886.45
Profit before Tax -2,663.12 -1,228.47
Less
Provisions for:
Income Tax -~ 351.11
Short provision for tax relating to prior years -140.82 -40.41
Deferred Tax -382.74 -651.25
Profit after Tax -2,139.56 -887.92
Add:
Other Comprehensive Income ' 42,46 70.76
Total Comprehensive Income for the Year 2,097.10 -817.16
Add: i
Balance b/f from previous years 6,275.58 7,163.50
Amount available for Appropriation 4,136.02 6,275.58
Appropriations:
Statutory Reserve - -—
Dividend & Distribution Tax =e =
Balance carried to Balance Sheet (2,097.10) (817.16)
Equity Share Capital 1733.96 1733.96
Reserves 9,779.95 11,877.05
FINANCIAL OVERVIEW:

During the year, your company earned a GROSS INCOME of Rs. 68.80 Cr (Previous Year Rs. 116.57
Cr) and PROFIT BEFORE TAX (PBT) of Rs. -26.63 Cr (Previous Year Rs. -12.28 Cr), with expenditures
of Rs. 95.43 Cr (Previous Year Rs. 128.86 Cr). The Company incurred a Net Loss of Rs. 20.97 Cr due
to higher Loan Loss Provision made. (Previous year LAT Rs. 8.17 Cr). The amount transferred to
Statutory Reserve is Rs. NIL Cr (Previous year Rs. NIL Cr).

OPERATIONAL REVIEW

Year ended March 31 2022 2021
Number of Branches 144 144
Number of Members 283,651 3,03,876
Number of employees 813 880
Number of States 7 7
Amount Disbursed (Z In Crore) = 234.38 334.04
Portfolio Outstanding (Z In Crore) 326.86 475.80




TRANSFER TO RESERVES:
Due fo loss in FY2021-22, the Company has not transferred any amount to Statutory Reserves 20% of

the Comprehensive Income in accordance with the provisions of Section 45 — IC of Reserve Bank of
India Act, 1934.

CAPITAL ADEQUACY:
The Capital Adequacy Ratio of the company was 37.75% as of March 31, 2022 as against the minimum
capital adequacy requirements of 15% stipulated by RBI.

GRADING AND CREDIT RATING:

Acuite Ratings has assigned ACUIE BBB+ rating to SMILE in September 2020 for Long Term Bank
Facilities of Rs. 250 crore. It has re-assigned ACUIE BBB in March 2021 further it has re-assigned
ACUTE BBB in August 2021.

ICRA Limited has re-assigned [ICRA] BBB- (pronounced ICRA triple B minus) rating to SMILE in
December 2020 for Long Term Bank Facilities of Rs. 250 crore.

CARE Ratings has re-assigned CARE BBB- (pronounced CARE triple B minus) rating to SMILE in
November 2021 for Long Term Bank Facilities of Rs. 250 crore.

Since all the borrowings has prepaid by SMILE, CARE Ratings has with drowned its’ rating in April 2022
on the request of SMILE.

Code of Conduct Assessment (COCA) Grading & Rating:
SMERA has assigned combined COCA Grading and Rating of M2C2 in July 2021

LOAN OBTAINED AND DISBURSED:

During the Year under review, the Company obtained funds amounting to Rs. 151.00 Cr through Term
Loan and the Company disbursed 0.59 lakh loans (previous year 1.02 lakh loans) amounting fo Rs.
234,38 Cr (previous year Rs. 334.05 Cr), Average loan size marginally increased to Rs. 39,596 from Rs.
32,789 in the previous year.

ASSETS UNDER MANAGEMENT (AUM):
The total Loan Assets under management of the Company declined to Rs. 326.86 Cr (Previous year Rs.
475.80 Cr), a decrease of Rs.148.94 Cr (-31%), due to Covid-19 impact on businesses;

Current Year: Loan Assets under management Rs. 326.86 Cr (Own Book Portfolio Rs. 300.89 Cr + BC
Rs. 25.98 Crore).

Previous Year: Loan Assets under management Rs. 475.80 Cr (Own Book Portfolio Rs. 453.75 Cr +
Securitisation Rs. 21.19 Crore + Off Book Portfolio (Direct Assignment) Rs. 0.86 Crore).

SECURITISATION:

During the year, the Company has not done securitization deals. In respect of securitisation deals of the
Company done in the previous year, the Company had collected the receivables and made payment to
the investors to the extent of Rs.31.49 Cr.

DIRECT ASSIGNMENTS:
During the year, the Company has not done any direct assignments deals.




ARREARS / PORTFOLIO AT RISK (PAR) / WRITE-OFF:

During the year, there were challenges in collecting the repayment from the borrowers since their
livelihood has been seriously impacted on account of Covid-19. However, due to effective follow up and
monitoring and the strategies adopted by the Company, the PAR and arrears after write-off remained at
Rs. 67.34 Crore representing 22.38% of the portfolio; PAR >30 days amounted to Rs.61.72 Crore
representing 20.51% of the Portfolio. The Company has made a provision of Rs. 50.56 Crore, under
ECL method considering the impact of macro-economic factors including COVID 19. Provision under
R.B.l. prudential norms amount to Rs. 47.22 Crore. Bad Debts written off during the year is Rs NIL
Crore (Previous year Rs 6.29 Crore).

LOAN SERVICING:

During the year, the Company serviced all its Loans and made Principal repayments of Rs.247.28 Cr to
all its funding Banks & Financial Institutions. In respect of securitized assets and direct assignment, the
Company had collected the dues from borrowers and made payment to the investors fo the extent of
Rs.31.49 Cr.

MICROFINANCE SECTOR SCENARIO:

As per the report from Sa-Dhan, an RBI-recognised self-regulatory organisation (SRO) for microfinance
institutions (MFls), the Indian microfinance industry witnessed a growth of over 13 percent in the last
quarter of fiscal year 2021-22, while the year-on-year (YoY) growth stood at 5 percent for the industry.

The total portfolio of all lenders rose to Rs 2,62,598 crore in March 2022, compared to Rs 2,32,126
crore in December 2022. While the industry disbursed total loan of Rs 85,667 crore in the final quarter,
up from Rs 69,231 crore in the third quarter.

The outbreak of the COVID-19 pandemic badly hurt the microfinance industry. But thanks fo the recent
changes affected by the Reserve Bank of India (RBI) in the guidelines, the industry is showing signs of
recovery.

While growth has been consistent for the non-banking financial companies (NBFCs), small finance
banks or NBFC-MFIs for the past one year, banks in the microfinance sector have failed to perform well.
The portfolio of banks has decreased by 7 percent, although NBFC-MFIs have shown a significant
growth of 19 percent and that of not-for-profit MFls (NFPs), 30 percent.

DIVIDEND:
The Company did not consider any dividend payment for the current Financial Year.

TRANSFER OF UNCLAIMED DIVIDEND TO INVESTOR EDUCTION AND PROTECTION FUND:
There were no amounts which were required to be transferred to the Investor Education and Protection
Fund by the Company during the year ended 31 March 2022.

SHARE CAPITAL:

The paid up equity capital as on March 31, 2022 was Rs.17,33,96,390/-. During the year under review,
the Company has not issued any equity share and shares with differential voting rights nor granted
stock options /sweat equity.

FIXED DEPOSITS:
The Company has not accepted any deposits within the meaning of Section 73 of the Companies Act,
2013 and the Companies (Acceptance of Deposits) Rules, 2014.




PARTICULARS OF LOANS, GUARANTEES OR INVESTMENTS:

The company has not given any loans or guarantees covered under the provisions of section 186 of the
Companies Act, 2013. The detail of the investments made by company is given in the notes to the
financial statements.

INTERNAL CONTROL SYSTEMS AND THEIR ADEQUACY:

The Company has an Internal Control System, commensurating with the size, scale and complexity of
its operations. The scope and authority of the Internal Audit function is defined in the Internal Audit
Manual. ‘To maintain its objectivity and independence, the Internal Audit function reports to the
Chairman of the Audit Committee of the Board and to the Managing Director.

The Internal Audit Department monitors and evaluates the efficacy and adequacy of internal control
system in the Company, its compliance with operating systems, accounting procedures and policies at
all locations of the Company.

Based on the report of internal audit function, process owners undertake corrective action in their
respective areas and thereby strengthen the controls. Significant audit observations and
recommendations along with corrective actions thereon are presented to the Audit Committee of the
Board.

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN EXCHANGE
OUTGO:

(A) Conservation of energy:

The Company has continued to adopt measures to conserve electrical energy by installing Capacitors &
Power Factor Meter in its Corporate Office and also by replacing incandescent bulbs and tube lights
with CFL/LED lighting. The Company ensures that all Electrical Equipments are being serviced
periodically so that the consumption of energy is minimized and that all elecirical appliances are
religiously switched off when not in use.

(B) Technology absorption:

The Company is using BR.Net application software with effect from 2013. This has enabled the
Company to handle increased volume of operations and also service the increasing number of [oan
beneficiaries efficiently.

(C) Foreign exchange earnings and Outgo:
During this Financial Year, the Company has incurred foreign exchange expenditure.

[Expenditure Incurred in Foreign Currency
Particulars For the year ended 31st March, 2022
Amount in Lakh
Reimbursement of Travelling Expenses NILL

DIRECTORS AND KEY MANANGERIAL PERSONNEL.:

During the FY 2021-22 1) Mr. Suresh K Krishna, (DIN: 01217401) Non-Executive Independent Director
was resigned from office w.e.f. 23 September, 2021 and 2) Mr. R Venkatasubramanian, (PAN:
AJGPV8188H) Company Secretary & Compliance Officer of the Company was resigned from office
w.e.f 31t March, 2022. Current Board of Directors and Key Managerial Personnel of the Company is
given in the below table:




Name of the Director/Key Managerial ‘
S.No. Pétsofifial Designation
1. | Mr. Murali Srinivas P Managing Director & CEO
2. | Mrs. Indrani Bhagwan Singh Non-Executive Director
3. | Mr. J Bradley Swanson Non-Executive Director
4, | Mr. Aleem Remtula Non-Executive Director
5. | Mr. Rajan Samuel Independent Director
6. | Ms. Aparna Narendra Sharma Independent Director
7. | Mr.V S Padmanaban Non-Executive Director
8. | Mr, VT Prabakaran Chief Financial Officer

DECLARATION OF INDEPENDENT DIRECTORS:

The Independent Directors have submitted their disclosures to the Board that they fulfil all the
requirements as stipulated in Section 149(6) of the Companies Act, 2013 so as to qualify themselves to
be appointed as Independent Directors under the provisions of the Companies Act, 2013 and the
relevant rules.

As per the provisions of the Companies (Appointment and Qualification of Directors) Fifth Amendment
Rules, 2019, every individual who has been appointed as an independent director in a company, on the
date of commencement of the above rules shall within a period of three months from the date of
commencement apply to Indian Institute of Corporate Affairs for inclusion of his name in the data bank
for such period till he continues as Independent Director of any Company. Accordingly, the Independent
Directors of the Company have enrolled in the database.

As per the above provisions, every independent director shall submit a declaration of compliance of sub-
rule (1) and sub-rule (2) fo the Board, each time he submits the declaration required under sub-section
(7) of section 149 of the Act. Since the Ministry of Corporate Affairs, vide Companies (Appointment and
Qualification of Directors) Second Amendment Rules, 2020, has now extended the period of Five
months to seven months for registering with Indian Institute of Corporate Affairs, the declaration could
not be obtained.

Further, the time available for passing online proficiency self-assessment test is one year from the date
of inclusion of the name of the Directors in the data bank. The Board of Directors is not in position to
provide an opinion with regard to the proficiency of the Independent Directors as ascertained from the
online proficiency self-assessment test conducted by the institute which is required under Rule 8(5)(jiia)
of the Companies (Accounts) Rules, 2014.

MEETINGS:

During the year 9 Board Meetings were convened and held, the details of which are given in the
Corporate Governance Report. During the lockdown period and after business resumed, the board met
almost every week to assess the changing conditions and to advise the management. The intervening
gap between the Meetings was within the period prescribed under the Companies Act, 2013.

AUDIT COMMITTEE:

Composition as at 31st March 2022

Mr. Rajan Samuel, Independent Director (Chairman of the Committee)
Ms. Aparna Sharma, Independent Director

Mr. J Bradly Swanson, Non-Executive Director

Mr. V § Padmanaban, Non-Executive Director




The Audit Committee met five (5) times during the Financial Year 2021-22, The details of which are
given in the Corporate Governance Report.

DIRECTORS RETIRING BY ROTATION:

To comply with the provisions of Section 152 of the Companies Act, 2013 (‘CA 2013’) Mrs. Indrani
Bhagwan Singh, Director shall retire by rotation at the ensuing AGM and being eligible, offered for
reappointment,

DIRECTORS’ RESPONSIBILITY STATEMENT:
In pursuance of section 134 (5) of the Companies Act, 2013, the Directors hereby confirm that:

(a) in the preparation of the annual accounts, the applicable accounting standards had been followed
along with proper explanation relating to material departures, if any;

(b) the directors had selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent so as to give a true and fair view of the state
of affairs of the company at the end of the financial year and of the profit and loss of the company for
that period;

(c) the directors had taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of this Act for safeguarding the assets of the company and for
preventing and detecting fraud and other irregularities;

(d) the directors had prepared the annual accounts on a going concern basis; and

(e) the directors had devised propar systems to ensure compliance with the provisions of all appllcable
laws and that such systems were adequate and operating effectively.

NOMINATION & REMUNERATION POLICY:
The Board has, on the recommendation of the Nomination & Remuneration Committee framed a policy
for selection and appointment of Directors, Senior Management and their remuneration.

EVENTS SUBSEQUENT TO THE DATE OF FINANCIAL STATEMENTS:

The Company's microfinance business was acquired by Northern Arc Capital Limited as a going
concern, on a “Slump Sale” basis for an aggregate consideration of INR.115 Crore on 12% April 2022
being the closing date as per the Business fransfer agreement dated 221 February 2022 entered in to
between the Company and Nerthern Capital Limited.

RELATED PARTY TRANSACTIONS:

During the financial year there were no related party fransactions made by the company with Promoters,
Directors, Key Managerial Personnel or other designated persons which may have potential conflict with
interest of the company at large. Form AOC-2 is attached as “Annexure A” to Directors’ Report.

DETAILS OF SUBSIDIARY, ASSOCIATE AND JOINT VENTURE OF THE COMPANY:
The Company doesn't have any subsidiary, associate and joint venture.

AUDITORS’ REPORT:
The observation made in the Auditors' Report read together with relevant notes thereon are self-
explanatory and hence, do not call for any further comments under Section 134 of the Companies Act,
2013.




AUDITORS:
l. Statutory Auditors:

The Statutory Auditors of the Company, M/s P.B. Vijayaraghavan & Co., Chartered Accountants (Firm
registration number: 0047218, were appointed in the Annual General Meeting of the Company held on
December 30, 2021 as Statutory Auditors of the Company fo hold office for a term of five years until the
conclusion of the Annual General Meeting to be held in 2026.

Il. Secretarial Auditor:

Mr. CS Esaki, Practicing Company Secretary (ACS No. 30353 and Certificate of Practice No. 11022)
was appointed as the Secretarial Auditor of the Company to conduct Secretarial Audit of the Company
for the Financial Year 2021-22 as required under Section 204 of the Companies Act, 2013 and the
Rules made there under. The Secretarial Audit Report for FY 2021-22 is aftached as “Annexure B” to
Directors’ Report.

DETAILS OF SIGNIFICANT AND MATERIAL ORDERS PASSED BY THE REGULATORS OR
COURTS OR TRIBUNALS IMPACTING THE GOING CONCERN STATUS AND COMPANY
OPERATIONS IN FUTURE:

There are no significant material orders passed by the Regulators, Courts or Tribunals which would
impact the going concern status of the Company and its future operations.

INTERNAL FINANCIAL CONTROLS:

In pursuant to the Section 134(5) (e) of the Companies Act, 2013, the Board has properly laid down its
internal financial controls and has ensured that the controls are not only adequate but are also operating
effectively. The Company is following an effective internal control system commensurate with its size
and operations. In addition to this the work process is designed in such a way that process of internal
check is ensured at all levels.

It also ensures the adoption of all policies & procedures for orderly and efficient conduct of its business,
including adherence to the Company'’s Policy, the safeguarding of its assets, prevention and detection
~ of fraud & error, the accuracy & completeness of the accounting records and the timely preparation of
reliable financial information.

Based on the framework of internal financial controls and compliance systems established and
maintained by the Company, audit of internal financial controls and the reviews performed by
management, the risk management and audit committee of the board, the board is of the opinion that
the Company's internal financial controls were adequate and effective during the FY 2021-22.

VIGIL MECHANISM:
The Company has a vigil mechanism in the form of Risk Management Committee and Whistle Blower
Policy to deal with instance of fraud and mismanagement, if any.

Strict confidentiality is maintained whilst dealing with concerns and also that no discrimination will be
meted out to any person for a genuinely raised concern.

RISK MANAGEMENT: :

The Board of Directors of the Company has formed a board risk management committee to frame,
implement, and monitor the risk management plan for the Company. The committee is responsible for
reviewing the risk management plan, ensuring its effectiveness and verifying adherence to various risk

parameters. The Company's Risk Management strategy is based on clear understandi various
risks, disciplined risk assessment and continuous monitoring. The Risk Manage Etmittee
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reviews various risks with which the organization is exposed including Credit Risk, Interest Rate Risk,
Liquidity Risk and Operational Risk.

ANNUAL PERFORMANCE EVALUATION OF THE BOARD: .

A formal evaluation of the performance of the Board, the Chairman and the individual Directors was
carried out by the Company led by the Nomination & Remuneration Committee. The evaluation was
done using individual questionnaires. As part of the evaluation process, the performance evaluation of
Board as a whole was done by the Directors of the Board. The performance evaluation of the Non-
Independent directors was done by every other Director. The performance evaluation of the
Independent Directors was done by the Board excluding the Director being evaluated. The Directors
expressed satisfaction with the evaluation process.

INFORMATION REQUIRED UNDER SEXUAL HARASSMENT OF WOMEN AT WORKPLACE
(PREVENTION, PROHIBITION & REDRESSAL) ACT, 2013:

The Company has a policy against sexual harassment and a formal process for dealmg with complaints
of harassment or discrimination. The Company seeks to ensure that all such complaints are resolved
within defined timelines. The Company has not received any complaint during the period. The Annual
returns for the same is also been submitted.

EXTRACT OF ANNUAL RETURN:

Pursuant to Section 134 (3)(a) and Section 92 (3) of the CA 2013, read with Rule 12 of the
Companies(Management and Administration) Rules, 2014, an extract of the Annual Return as at March
31,2022 has been updated in form MGT 7 and uploaded in the website of the Company:- www.sfltd.in

CORPORATE GOVERNANCE:

The Company's philosophy of Corporate Governance is aimed at assisting the management of the
Company in the efficient conduct of its business and meeting its obligations to stakeholders, guided by a
strong emphasis on transparency, accountability and integrity.

CORPORATE SOCIAL RESPONSIBILITY (CSR):

In compliance with Section 135 of the CA 2013 read with the Companies (Corporate Social
Responsibility Policy) Rules 2014, the Company has established the Corporate Social Responsibility
Committee (CSR Committee) in 2014 and the composition and function thereof are mentioned in the
Corporate Governance Report. The Board adopted the CSR Policy, formulated and recommended by
the CSR Committee.

Annual Report on Corporate Social Responsibility (CSR) Activifies:

1. A brief outline of the company's CSR policy | 2. Composition

As a responsible and socially committed
organization, SMILE strives to improve the
social welfare and the quality of life of the
communities in which it operates. SMILE
commits itself that it will not discriminate
beneficiaries of CSR based on membership,
gender, caste or creed.

SMILE works for and strives to:

v" Support the health, education and community
welfare activities.

v" Protect the environment by adopting “Go Green”
culture in work place.

Mr. P Murali Srinivas, Managing Director & CEO

Mr. Rajan Samuel, Independent Director

Mrs. Indrani Bhagwan Singh, Non- Executive Director
Mr. VS Padmanaban, Non- Executive Director

. The Company CSR Policy has hosted in the website

of the Company:- www.sfltd.in

. Details of Impact assessment of CSR projects

carried out in pursuance of sub-rule (3) of rule 8 of
the Companies (Corporate Social responsibility
Policy) Rules, 2014, if applicable:- NA

. Details of the amount available for set off in

pursuance of sub-rule (3) of rule 7 of the




v" Provide suitable facilities to people with special

needs and facilitate their requirements

v" Partner with community development authorities
support and participate

fo promote,

community development initiatives

6.
in
%

Rules, 2014 and amount required for set off for the
financial year, if any :- NIL

Average net profit of the Company for the last 3
financial years Rs. 14.02 Crore

Prescribed CSR Expenditure (2% of the amount as
in above) allocated Rs. 28.04 lakh

8. (a) CSR amount spent or unspent for the financial year:

Total Amount Amount Unspent (in Rs.)
Spent for the Total Amount fransferred to Amount transferred to any fund specified under
Financial Year. Unspent CSR Account as per | Schedule VIl as per second proviso to section 135(5).
(inRs.) section 135(6).
Amount. | Date of transfer. | Name of the Fund | Amount. | Date of transfer.
NIL
(b) Details of CSR amount spent against ongoing projects for the financial year:
Ml @] @ (4) G [ 6 | @ @) ©) (10)
SI | Name |ltem from| Location of the |Project| Amount [Amount|  Amount | Mode of Mode of
of the |the listof|  project.  |duratio|allocatedspent in|transferred to |Implemen-| Implementation -
Project |activities n. | forthe | the |UnspentCSR| tation Through
in project |current| Accountfor | Direct Implementing
Schedule (inRs.) [financial the (Yes/No). Agency
VI | Year |project as per
to the (in Section
Act. Rs.). [135(6) (in Rs.)
State| Dist. Name| CSR
Registration
no.
NIL
(c) Details of CSR amount spent against other than ongoing projects for the financial year:-
(1) (2) @) (4) (5) (6) )
Sl [Name of the|ltem from the list| Location ofthe | Amount | Mode of | Mode of implementation -
Project | of activities in project. spentfor |Implemen-|  Through implementing
Schedule Vil to the project | tation agency.
the Act. (inRs.) Direct
(Yes/No).
" CSR
State Dist. Name Registration no.
Vocational | Employment hannal
f, (e WREM gy L 223940 | Yes |- -
raining | vocational Madurai
Centre skills
Awarenes Q:;Zg:r?: ?& " 4Tune
i : -~ | All India 15,00,000 No Factory CSR00015739
9 s & Digital | Skill Ealmit _
" | Literacy | Development
Fogame | AWEIEDESS Ly | il 24,000 | Yes |- -
program
Conductin | Education; Dvara
3. | gastudy | Eradicationof |-- | AllIndia 2,00,000 No Research |CSR00016498
on poverty




Househol
d Finance
for
common
benefit
Conductin
g a Study
on Impact
of
Microfinan | Education; Sa-Dhan : _
4, | ceon Eradication of |- [ All India 8,35,000 No sl CSR00003618
ssociation
Income poverty
Enhance
ment and
Livelihood
Promotion
Livelihood | Livelihood & Chennai
5. | & Disaster | Disasterrelief | TN | & 22000| Yes |-- -
relief ' Madurai
Total 28,04,940
(d) Amount spent in Administrative Overheads » Nil
(e) Amount spent on Impact Assessment, if applicable + Nil
(f) Total amount spent for the Financial Year (8b+8c+8d+8e) : Rs.28,04,940
(9) Excess amount for set off, if any
sl Particular Amount (in Rs.)
1 Two percent of average net profit of the company as per section 135(5) 28,04,940
2 | Total amount spent for the Financial Year 28,04,940
3 Excess amount spent for the financial year [(ii)-(i)] Nil
4 | Surplus arising out of the CSR projects or program or activities of the previous Nil
financial years, if any
5 | Amount available for set off in succeeding financial years [(iii)-(iv)] Nil

9. (a) Details of Unspent CSR amount for the preceding three financial years: Nil
(b) Details of CSR amount spent in the financial year for ongoing projects of the preceding financial
year(s): Nil

10. In case of creation or acquisition of capital asset, furnish the details relating to the asset so created or
acquired through CSR spent in the financial year (asset-wise details): Nil

11. Specify the reason(s), if the company has failed to spend two per cent of the average net profit as per
section 135(5): Nil ’
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-By order of the Board-
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MANAGING DIRECTOR & CEO b S /DIRECTOR
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Date: 12-09-2022 Date: 12-09-2022



Annexure- A

FORM NO. AOC -2

(Pursuant to clause (h) of sub-section (3) of section 134 of the Act and Rule 8(2) of the Companies

(Accounts) Rules, 2014

Form for Disclosure of particulars of contracts/arrangements entered into by the company with related parties
referred to in sub section (1) of section 188 of the Companies Act, 2013 including certain arm’s length transaction

under third proviso thereto.

1. Details of contracts or arrangements or transactions not at Arm'’s length basis. NIL
2. Details of contracts or arrangements or transactions at Arm's length basis:

S.No | Name (s) of the Related Party | Designation Nature of Transaction
Arrangements value as at
31st March, 2022
(InRs.) -
Remuneration 44,52,000
1. | Mr. Murali Srinivas P Managing Director & CEO | Exgratia & Incentive -
Variable Pay 18,00,000
2. | Mrs. Indrani Bhagwan Singh Non-Executive Director Bithing Faes 4,50,000
3. | Mr. VS Padmanaban Non-Executive Director | ond Fees 3,75,000
4, | Mr. Rajan Samuel Independent Director Rl et 6,00,000
Mr. Suresh K Krishna (resigned ' Sitting Fees
5 w.e.f. 234 September 2021) Independent Director 1,50,000
6. | Ms. Aparna Narendra Sharma | Independent Director Sitting Fees 4,75,000
o e Remuneration 34,70,280
7. | Mr. VT Prabakaran Chief Financial Officer Exgrafia & Incentive 251470
Mr. R Venkatasubramanian Remuneration 17,25,000
8. | (lesignedwed. 3tstMarch | Sompeny Seceetary & _ ,
2022) ompliance Officer Exgratia & Incentive 1,25,000




Annexure- B

Form No. MR-3
SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED 31/03/2022
[Pursuant to section 204(1) of the Companies Act, 2013 and rule No.9 of the Companies (Appointment
and Remuneration Personnel) Rules, 2014]

To,

The Members,

S.M.LL.E. MICROFINANCE LIMITED
Chennai - 600 033

We have conducted the Secretarial Audit of the compliance of applicable statutory provisions limited to
the debt instrument to the extent applicable and the adherence to good corporate practices made by
M/s. S.M.L.L.E. MICROFINANCE LIMITED, [CIN: U67190TN1995PLC030604] (hereinafter called the
company), Secretarial Audit was conducted in a manner that provided a reasonable basis for evaluating
the corporate conducts/statutory compliances and expressing our opinion thereon.

Based on our verification of the M/s. S.M.LL.E. MICROFINANCE LIMITED, books, papers, minute
books, forms and returns filed and other records maintained by the company electronically, and also the
information provided by its officers, agents and authorized representatives during the conduct of
Secretarial Audit, We hereby report that in our opinion, the company has, during the audit period
covering the financial year ended on 31/03/2022 complied with the statutory provisions listed hereunder
and also that the Company has Board processes and compliance mechanism in place fo the extent, in
the manner and subject to the reporting made hereinafter:

We have examined the Registers, Books, Papers, Minutes Book, forms and Returns filed and other
records maintained by M/s. SM.LL.E. MICROFINANCE LIMITED, for the financial year ended on
31/03/2022 according to the provisions of:

1. The Companies Act, 2013 (the Act) and the rules made there under fo the extent applicable;

2. The Securities Contracts (Regulation) Act, 1956 (‘SCRA’) and the rules made there under,
(Provisions of these regulations are not applicable to the company).

3. The Depositories Act, 1996 and the Regulations and Bye-laws framed there under; (Provisions of
these regulations are not applicable to the company).

4, The Foréign Exchange Management Act, 1999 and the rules and regulations made thereunder for
compliance in respect of Foreign Direct Investment.

5. The following Regulations and Guidelines prescribed under the Securities and Exchange Board of
India Act, 1992 ("SEBI Act):-

(i) The Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers)
Regulations, 2011.

(ii) The Securities and Exchange Board of India (Issue and Listing of Debt Securities) Regulations,
2008.

(iii) The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer Agents)
Regulations, 1993.

(iv) The SEBI (Listing Obligation and Disclosure Requirements) Regulations, 2015.

Company has complied with the above Provisions wherever applicable.



We have also examined compliance with the applicable clauses of the following:

1. Secretarial Standards issued by The Institute of Company Secretaries of India.

2. The SEBI (Listing Agreements) entered into by the Company with BSE LIMITED, limited to Debt
instruments.

Further the compliance of applicable financial laws like Direct & Indirect Tax laws, has not been
reviewed in our Audit since the same have been subject to review by Statutory Auditor and other
designated professionals, we are of the opinion that the Company has complied with the following laws
applicable specifically to the Company:

Reserve Bank of India, 1934 and Master Direction — Microfinance Institutions (Reserve Bank)
Directions, 2016 as applicable to the Company; .

1. The Payment of Gratuity Act, 1972.

During the period under review, the Company has generally complied with the provisions of the Act,
Rules, Regulations, Guidelines, Standards, etc. mentioned above subject to the following observations/
non - compliances:

The Company has complied with the terms and conditions set forth by the lending bank / financial
institutions at the time of availing any facility and also during the currency of the facility.

We further report that:

e The Board of Directors of the Company is duly constituted with proper balance of Executive
Directors, Non-Executive Directors except appointment adequate Independent Directors. The
changes in the composition of the Board of Directors that took place during the period under review
were carried out in compliance with the provisions of the Act.

» Notice has been given to all Directors to schedule the Board Meetings, agenda and detailed notes
on agenda were sent in advance, and a system exists for seeking and obtaining further information
and clarifications on the agenda items before the meeting and for meaningful participation at the
meeting, meeting held through video conference meetings are duly recorded.

e All the decisions in the board meetings were carried through by majority while there were no
dissenting member's views and hence not captured and recorded as part of the minutes.

o We further report that there are systems and processes in the company commensurate with the
size and operations of the company to monitor and ensure compliance with applicable laws, rules,
regulations and guidelines.

We further report that during the course of our audit, it was reviewed that on a board meeting held on
21st February 2022, Company had executed business transfer Agreement with Northern Arc Capital
Limited, for Sale of the Assets & liabilities of the Company on a slump sale basis, required approval in
this connection were obtained and reported with the Registrar of Companies.

This report is to be read with the letter of even date which is annexed as Annexure A and forms an
integral part of this Report,

Yours Faithfully

For V.Esaki & Associates
Company Secretaries

Sdi-

(V.Esaki)

Proprietor / Membership No.30353
UDIN: AD30353D000558210



Annexure 'A'

To,

The Members,
S.M.LL.E. MICROFINANCE LIMITED
Chennai - 600 033

Our report of even date is to be read along with this letter.

T

Maintenance of secretarial record is the responsibility of the management of the company. Our
responsibility is to express an opinion on these secretarial records based on the Secretarial
Audit.

We have followed the audit practices and processes as were appropriate to obtain reasonable
assurance about the correctness of the contents of the secretarial records. The verification was
done on test basis to ensure that correct facts are reflected in secretarial records. We believe
that the processes and practices followed on reasonable basis in our opinion.

We have not verified the correctness and appropriateness of financial records and Books of
Accounts of the company.

Wherever required, we have obtained the Management representation about the compliance of
laws, rules and regulations and happening of events etc,

The compliance of the provisions of Corporate and other applicable laws, rules, regulations,
standards is the responsibility of management. Our examination was limited to the verification of
procedures on test basis.

The Secretarial Audit report is neither an assurance as to the future viability of the company nor
of the efficacy or effectiveness with which the management has conducted the affairs of the
company.

Yours Faithfully
For V.Esaki & Associates
Company Secretaries

Sd/-

(V.Esaki)
Proprietor / Membership No.30353
UDIN: AD30353D000558210

Place: Chennai
Date : 04/07/2022




REPORT ON MANAGEMENT DISCUSSION AND ANALYSIS

According to the second advance estimates of India's Gross Domestic Product (GDP) published by the
National Statistical Office for the financial year 2021-22, GDP growth in the first and second quarter was
20.1% and 8.4% respectively. In the third quarter, the GDP growth slowed down to 5.4%. In the fourth
quarter, India witnessed third wave of infection but remained largely unaffected owing fo vaccination of
large proportion of population. India’s GDP growth in Financial Year 2021-22 is estimated at 8.9%,
compared to a contraction of 7.3% in Financial Year 2020-21. The Index of Industrial Production grew
11.3% against an 8.4% contraction in Financial Year 2020-21.

Nonetheless, the global environment remains uncertain. At the time of writing, a new wave in the form of
the Omicron variant was sweeping across the world, inflation had jumped up in most countries, and the
cycle of liquidity withdrawal was being initiated by major central banks. Therefore, it is especially
important to look at India's macroeconomic stability indicators and their ability to provide a buffer against
the above stresses.

The geopolitical crisis of Russia Ukraine war, which started in the last week of February 2022, is casting
uncertainty over the global economy, with increased volatility in crude prices and inflationary trends
across commodities. The consequential financial sanctions and political pressure from the war are
causing unpredictable and undesired implications on the global financial system and our economy due
to rising crude oil and other commodity prices leading to higher inflation.

Despite all the disruptions caused by the global pandemic, India’s balance of payments remained in
surplus throughout the last two years. This allowed the Reserve Bank of India to keep accumulating .
foreign exchange reserves, This is equivalent to 13.2 months of merchandise imports and is higher than
the country's external debt. The combination of high foreign exchange reserves sustained foreign direct
investment, and rising export earings will provide an adequate buffer against possible global liquidity
tapering in 2022-23.

After several rate cuts in 2019-20 and 2020-21, the repo rate was maintained at 4 per cent in 2021-22.
The liquidity in the system remained in surplus throughout. RBI undertook various measures, including
secondary market G-sec acquisition programme, special Long-Term Repo operations, on tap targeted
Long-Term Repo Operations, efc. to provide further liquidity in the system. Thereafter, RBI used
Variable Rate Reverse Repo, reverse repo auctions to rebalance liquidity conditions,

Microfinance industry:

As per the report from Sa-Dhan, an RBI-recognised self-regulatory organisation (SRO) for microfinance
institutions (MFIs), the Indian microfinance industry witnessed a growth of over 13 percent in the last
quarter of fiscal year 2021-22, while the year-on-year (YoY) growth stood at 5 percent for the industry.

The total portfolio of all lenders rose to Rs 2,62,598 crore in March 2022, compared to Rs 2,32,126
crore in December 2022. While the industry disbursed fotal loan of Rs 85,667 crore in the final quarter,
up from Rs 69,231 crore in the third quarter.

The outbreak of the COVID-19 pandemic badly hurt the microfinance industry. But thanks to the recent
changes affected by the Reserve Bank of India (RBI) in the guidelines, the industry is showing signs of
recovery.

While growth has been consistent for the non-banking financial companies (NBFCs), small finance
banks or NBFC-MFls for the past one year, banks in the microfinance sector have failed to perform well.
The portfolio of banks has decreased by 7 percent, although NBFC-MFIs have shown a significant
growth of 19 percent and that of not-for-profit MFls (NFPs), 30 percent.




Product-wise performance:

SMILE provides microfinance services to the low-income households and individuals to improve their
quality of life. SMILE constantly endeavors to deliver quality services to its clients by maintaining highest

levels of transparency and integrity.

SMILE replicates JLG methodology where women are asked to form into groups of their choice. These
groups meet at a place and time convenient to them. The group members undertake the responsibility
of approving, disbursing, utilization and repaying the loans. SMILE facilitates capacity building,
management of group dynamics, loan utilization and monitors credit discipline of the groups through its

FDOs.

In FY 2021-22, SMILE offered 59,193 loans to its members under the following financial products that
can be used for a variety of activities that generate income for their families. SMILE offers different loan
products in different quantum(s)/tenures to its members to meet their working capital requirements.

Loan products

Loan size/Tenure/Purpose

IGP Loan- Income generation program loan

Minimum Rs.15000/- to Max Rs.50000/-

Tenure: Minimum 25 fortnights to 52 fortnights and
12 Months to 26 Months

Purpose: Income generation loan for livelihood.

AIGP Loan- Additional IGP loan.

Rs.5000/- , Rs.10000/-

Tenure: Minimum 25 fortnights to 52 fortnights and
12 Months to 26 Months

Purpose: Additional credit line/top-up to meet
working capital requirements.

In FY-2021-22, SMILE granted loans to members in different loan products as follows:

Table 1:
PARTICULARS IGP Loans AIGP Loans
15001 2001 25001 30001 40001
Loan Size 2 e | | Tt to to | sonn | AL
e 20000 | 25000 30000 40000 50000 =
No. of loans
— 1451 1222 465 17860 13843 23886 9 323 59194
Amount disbursed
(In Crs) 2.15 2.44 1.16 53.57 55.18 119.30 0.004 | 0.32 234,38

In FY-2019-20, SMILE has piloted the two new loan products for its client segments,

1) Education loan - loan under JLG to the client's children who are pursuing their school educations.
2) Loan for family functions under NON-JLG — NON IGP product segment a short-term loan to the
clients to meet their expenses for the functions like Housewarming, Ear boring, Wedding (son /

daughter), Puberty function.

Table 2: (FY 2021-22)

Loan products Loan size/Tenure/Purpose | No. of loans issued | Amount of loan
during piloted
period
Education loan under | Minimum Rs.10000/- to Max 134 26,70,000
JLG Rs.30000/-
Tenure: Minimum 25
fortnights and 12 Months




Loan for Family Maximum of Rs.50,000/- 0 0
functions Tenure: Bullet Payment (<=20
Days)

* The Loan Portfolio shown in Table 1 includes the loans issued in the above products.

Risks and concerns:

Risk is an integral part of the Company’s business, and sound risk management is critical to the
success of the organization. As a financial intermediary, the Company is exposed to risks that are
particular fo its lending and the environment ‘within which it operates. The Company has identified and
implemented comprehensive policies and procedures to assess, monitor and manage risk throughout
the Company. The risk management process is continuously improved and adapted fo the changing risk
scenario and the agility of the risk management process is monitored and reviewed for its
appropriateness in the changing risk landscape. The process of continuous evaluation of risks includes
taking stock of the risk landscape on an event driven basis. The Company has an elaborate process for
risk management. This rests on the three pillars of Business Risk Assessment, Operational Controls
Assessment and Policy Comgliance Processes. Major risks identified by the businesses and functions
are systematically addressed through mitigating actions on a continuing basis.

Internal audit and controls:

S.M.LLE has a robust internal audit system since its inception. The department is headed by a
Chartered accountant and consists of an experienced team of 50 senior managers and audit executives.
Each region of the company is headed by senior manager, who reports to the Audit head.

Every branch of the company gets audited once in a quarter with 100% of the centres (point of
collection) being personally audited by the team. The company has a very effective Audit committee
which mests once in a quarter and réviews the report of the team and suggests for improvements in
process and systems proactively.

Due to stringent lockdowns announced by the Government, the branches were closed for major part of
the year. The branches could not be audited on quarterly basis as in previous years however all the
branches were audited once during the financial year. The audit team was used effectively for carrying
out surveys with members and to assist the operations in collections.

Material developments in Human Resources / Industrial Relations front, including number of
people employed:

Microfinance sector faces major challenges in acquiring resources with the right skills, aptitude and also
on retention of the employee. The department has set up a scalable recruitment and human resource
management process, which enables to attract and retain high performing employees. The department
work is to ensure the organization remains competitive in its human resources management policies
and pracfices by actively seeking and developing best practices, methods and approaches.

SMILE Microfinance is an equal employment opportunity company and is committed to creating a
healthy working environment that enables employees to work without fear of prejudice, gender bias and
sexual harassment, The Company also believes that all employees of the Company have the right to be
treated with dignity. Sexual harassment at the workplace or other than workplace if involving employees
is a grave offence and is, therefore, punishable.

The Company recruits fully qualified staff with high integrity, as the main commodity of our business is
‘MONEY" handled on daily basis.

Organization. The able work force is the strength of the Organization.




For all new joiners, SMILE provides a combination of Field & Online course which supports the new staff
through practical training and learning happens through an employee-friendly platform which enables
them to understand the industry, organization, their roles and responsibilities, products and processes
and career growth. The training methodology includes self-learning videos, quizzes & assessments.
Every new staff is certified on completion of the course and then posted as Field Development Officers.

To provide employees lateral growth and also fo retain the talent, SMILE adopts [JPs through which
internal talents are identified and elevated to next level. Based on the position, they have to undergo
assessment and multiple levels of interview based on the position they apply for.

As on March 2022, SMILEs total staff headcount was 813 and 144 branches being operated across
Tamilnadu, Kerala, Pondicherry, Chhattisgarh, Jharkhand and Madhya Pradesh and Karnataka. During
the FY 2021-22, SMILE has opened 9 new branches across Chhattisgarh, Jharkhand and Madhya
Pradesh, and Staff Strength decreased from 880 to 813.

Information Technology:

IT team committed to operate and maintain a well governed structured and process-oriented IT function
which aligned with our company’s business objective and supports continuous improvement according
to the changes in the Business Processes and Regulatory Requirements.

IT is a backbone of our company. All IT related compliances are being followed and audited at regular
intervals to ensure integrity of the systems, software, data security, program security, efc. Significant
investments are being made to develop the IT infrastructure and software. In parallel, multiple new
software systems are being evaluated or being built to develop our capabilities. The company luckily
switched to IT cloud technologies before Covid itself, which enabled smooth and seamless transition to
‘work-from home' mode by the staff.

Important Roles of IT:

Effective portfolio tracking

Data Security

100 % on Cloud

Going Digital

IT Statuary Requirements
Regulatory Compliance
Improved Operational Efficiency
Quality Service to Customers

SRNSNKNANSNAN

The company charted a new path to enable and grow SMILE in to an industry leading digital
microfinance company. Following graphic depicts the three year roadmap, with almost all deliverables
being executed as per plan.




‘1
Roadmap

Integration and Unification

Unified data processes, Integration with & between
software and platforms, New age Loan Management
Software (LMS), automating new business model
processes. Advanced data analytics, Digitally enhanced
selling, predictive marketing, Data driven decision making

Going Digital Processes

Bullding platforms and Application Stacks. Digital
repayments, Data analytics, CRM, Digital communication,
Go Papeariess, Begin platform integration, Custorner
segmentation, Automate underwriting, Filoting new
products, Piloting new business model

Transformation

i Move existing software to Cloud, Introduce Mobile devices, Rollout of ling-of-
business software (LOB), Enhance security, Ensure data privacy, Business
Continuity, etc.

The company has deployed various IT tools and services in the year, to develop its in house capabilities
and services to customers. The company considers data security and network security very central and
critical and has launched various plans to further strengthen its IT infrastructure.

-By order of the Board-




REPORT ON CORPORATE GOVERNANCE:
Corporate Governance is the commitment of an organization to follow Ethics, Fair Practices and
Transparency in all its dealings with its various stakeholders such as Customers, Employees, Investors,
Government and the Society at large. Sound Corporate Governance is the result of external
marketplace commitment and legislation plus a healthy Board Culture which directs the policies and
philosophy of the Organization. Your Company is committed to good Corporate Governance in all its

activities and processes.

COMPANY PHILOSOPHY:

S.M.LL.E. MICROFINANCE LIMITED's philosophy on Corporate Governance envisages adherence to
the highest levels of Transparency, Accountability and fairness in all areas of its operations and in all
interactions with its stakeholders. The Board shall work to ensure the success and continuity of the
Company's business through the appointment of Qualified Management and through on-going
monitoring to assure that the Company's activities are conducted in a Responsible, Ethical and

Transparent manner,

BOARD of DIRECTORS:

In terms of Corporate Governance philosophy, all statutory and other significant material information are
placed before the Board of Directors to enable it to discharge its responsibility of strategic supervision of
the Company as trustees of the Shareholders.

The Current Board of Directors of the Company:

B.no | Name of the Directors Designation
1| Mr., P. Murali Srinivas Managing Director and CEO
2 | Mrs. Indrani Bhagwan Singh Non-Executive Director
3 | Mr. Bradley Swanson Non- Executive Director
4 | Mr. Aleem Remtula Non- Executive Director
5 | Mr. V.S. Padmanaban Non- Executive Director
6 | Mr. Rajan Samuel Independent Director
7 | Ms. Aparna Sharma Independent Director
8 | Mr. Suresh K Krishna Independent Director (resigned w.e.f. 23t September, 2021)

During the Financial Year ended 31st March 2022, Nine (9) Board Meetings were conducted on the
following dates viz., on 12th May 2021, 29th June 2021, 08th October 2021, 12th November 2021, 03rd
December 2021, 28th January 2022, 14th February 2022, 21st February 2022, 29th March 2022 and
not more than 120 days elapsed between any two Board Meetings.

Particulars of the Directors’ attendance of Board /Committee Meetings and particulars of their other
company directorships are given below:-

. . Attendance Other

HANE Bt of Dirsetinghlp Board Committee | Directorships
Mr. Murali Srinivas P Managing Director & CEO 9 12 Nil
Mrs. Indrani Bhagwan Singh | Non-Executive Director 8 10 Nil
Mr. J Bradly Swanson Non- Executive Director 7 7 Nil
Mr, Aleem Remtula Non- Executive Director 8 0 1
Mr. Rajan Samuel Independent Director 7 18 1
Ms. Aparna Sharma Independent Director 9 10 3
Mr. V.S. Padmanaban Non- Executive Director 9 6 2
Mr. Suresh K Krishna
(resigned w.e.f, 23t Independent Director 2 4 11
September, 2021)




COMMITTEES OF BOARD:

The Board has currently nine (9) Committees, namely, Audit Committee, Nomination & Remuneration
Committee, Corporate Social Responsibility Committee, Borrowing & Investment Committee, Asset
Liability Management Committee, Share Allotment & Transfer Committee, Grievance Redressal &
Stakeholder Relationship Committee, Risk Management Committee and IT Steering Committee. The
Board is responsible for constituting, assigning and co-opting the members of these Committees. The
Board fixes the terms of references of the Committees and also delegates powers to the Committees
from time to time. The Minutes of the meetings of the Committees are circulated to the Board for its
information and confirmation.

AUDIT COMMITTEE:

Composition:

Mr. Rajan Samuel, Independent Director (Chairman of the Committee)
Ms. Aparna Narendra Sharma, Independent Director

Mr. J. Bradley Swanson, Non-Executive Director

Mr. V S Padmanaban, Non-Executive Director

Meetings:
The Audit Committee met five (5) times during the Financial Year 2021-22 viz., on 29th June 2021, 08th
October 2021, 12th November 2021, 14th February 2022 and 21st February 2022,

Terms of Reference:

The Role of the Committee, among others will include:

1. Oversee the Company's financial reporting process and the disclosure of its financial information to
ensure that the financial statement is correct, sufficient and credible.

2. recommending to the Board, the appointment, re-appointment and, if required, the replacement or
removal of the Statutory Auditor and the audit fees and also appomtment of External Auditors for
Branch Auditing.

3. Reviewing with the management, the quarterly and annual financial statements before submission
to the Board for approval, with particular reference to:

a. Matters required to be included in the Director's Responsibility Statement, in the Board's
report in terms of section 134 (5) of the Companies Act, 2013;

b. Changes, if any, in accounting policies and practices and reasons for the same;.

c. Major accounting entries involving estimates based on the exercise of judgment by
management;

d. Significant adjustments made in the financial statements arising out of audit findings

e. Compliance with accounting and other legal requirements relating to financial statements;

f. Disclosure of any ‘related party transactions’;

g. Qualifications in the Draft Audit Report

4. Reviewing with the management, performance of Internal Auditors and adequacy of the internal
control systems.

5. Reviewing the adequacy of internal audit function including the structure of the internal audit

department, staffing and seniority of the official heading the department, reporting structure,

coverage and frequency of internal audit.

Discussion with Internal Auditors about significant findings and follow up there on.

Reviewing the findings of any internal investigations by the internal auditors into matters where

there is suspected fraud or irregularity or a failure of internal control systems of a material nature

and reporting the matter to the Board.

8. Discussion with Statutory Auditors before the audit commences, about the nature and scope of
audit as well as post-audit discussion to ascertain any area of concern.

g o




The Committee shall review the following information:
1. Management discussion and analysis of financial condition and results of operations;
2. Statement of ‘related party transactions’ (as defined by the Audit Committee), submitted by
management;
3. Management letters / letters of internal control weaknesses issued by the Statutory Auditors;
4. Internal Audit reports relating to internal controls of the Company;

BORROWING & INVESTMENT COMMITTEE:

Composition:

Mr. Murali Srinivas P, Managing Director & CEO (Chairman of the Committee)
Mrs. Indrani Bhagwan Singh, Non-Executive Director

Mr. Rajan Samuel, Independent Director

Meetings:

The Committee met nine (9) times during the Financial Year 2021-22 viz., 07th April 2021, 04th August
2020, 22th September 2021, 27th September 2021, 01st October 2021, 25th October 2021, 28th
October 2021, 17th February 2022, and, 03rd March 2022.

Terms of Reference:

The role of Borrowing & Investment Committee is to approve borrowings from sources like Banks,
Financial Institutions, Corporate on such terms and conditions as fo repayment, interest rate as it thinks
fit and to review proposals for fresh issue of securities, or debt and approve the same.

ASSET LIABILITY MANAGEMENT COMMITTEE (ALCO):
Asset Liability Management Committee (ALCO) was constituted by the Company as per the guidelines
issued by RBI which are applicable to systemically important NBFCs.

Composition:

Mr. Murali Srinivas P, Managing Director & CEO

Mr. Aleem Remtula, Non-Executive Director

Mrs. Indrani Bhagwan Singh, Non-Executive Director
Mr. V S Padmanaban, Non-Executive Director

Meetings:
The Committee has not met during the Financial Year 2021-22.

Terms of Reference:

Liquidity Risk Management

Management of Market (Interest Rate) Risk

Funding and Capital Planning

Pricing, Profit planning and Growth projections

Credit and Portfolio Risk Management

Setting credit norms for lending products of the company

Operational and Process Risk Management

Laying down guidelines on KYC norms

To approve and revise the actual interest rates to be charged from customers for different

products from time to time applying the interest rate model.

Business Plans; analysis of Member base; Drop outs; Death Benefits to Members / their

Spouses; representations in MFI Associations like MFIN, Sa-Dhan.

. Revision in Business Plans, Risk Categorisation of Accounts Compliances as per RBI
Guidelines in respect of Interest Rates, Margins efc.,
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12. Analysing NPAs, suggestions for controlling NPAs, New Business Initiatives proposed by the
Company, etc.

SHARE ALLOTMENT & TRANSFER COMMITTEE:
Share Allotment & Transfer Committee was constituted as per the guidelines of the Companies Act.

Composition:

Mr. J Bradley Swanson, Non-Executive Director (Chairman of the Committee)
Mr. V § Padmanaban, Non-Executive Director

Mr. Murali Srinivas P, Managing Director & CEO

Ms. Aparna Narendra Sharma, Independent Director

Meetings:
The Committee has not met during the Financial Year 2021-22,

Terms of Reference:

The Committee shall consider all the share transfers, share transmissions and allotment of shares as
and when the need arises and the Committee shall prepare a consolidated statement of all share
transfers/transmissions effected and allotment(s) of shares made and present the same to the Board for
its noting.

NOMINATION & REMUNERATION COMMITTEE:

Nomination & Remuneration Committee was constituted as per the Companies Act, 2013 and
guidelines issued by RBI for systemically important NBFCs.

Composition:

Mr. Rajan Samuel, Independent Director (Chairman of the Committee)
Ms. Apama Narendra Sharma, Independent Director

Mr. J. Bradley Swanson, Non-Executive Director

Meetings:
The Committee met three (3) times during the Financial Year 2021-22 viz., on 0Sth July 2021, 12th July
2021 and 17th February 2022.

Terms of Reference:
The terms of reference of the Nomination Committee includes:

The primary role of the Committee is fixing and revising the remuneration payable to the Managing
Director and Whole-time Director(s) of the Company from time to time and to recommend to the Board
the same for its approval.

The Committee shall analyse the necessity of appointment of Directors to the Board whether Executive /
Non-Executive / Independent, proposed candidates’ ability in contributing to the good of the Company,
their value addition etc., and recommending to the Board the right person for appointment to the position
of Director in the Board, to the Board and also to determine the Salary, Bonus, Incentive and other
Perquisites payable to the Key / Senior Management Personnel of the Company and recommend the
same to the Board for its approval.

CORPORATE SOCIAL RESPONSIBILITY COMMITTEE:
Corporate Social Responsibility Committee was constituted as provided by Section 135 of the
Companies Act, 2013




The outline and composition of the Committee which are more particularly given in annual report on
CSR activities

Composition:

Mr. Rajan Samuel, Independent Director (Chairman of the Committee)
Mr. Murali Srinivas P, Managing Director & CEO

Mrs. Indrani Bhagwan Singh, Non- Executive Director

Mr. V S Padmanaban, Non-Executive Director

Meetings:
The Committee met one (1) times during the Financial Year 2021-22 viz., on 07th October 2021

Terms of Reference:
The terms of reference of the Corporate Social Responsibility Committee includes:
1. Design, implement and Review of CSR Policy periodically.
2. Comply Statutory Requirement and CSR practices
3. Budget and allocate funds for CSR initiatives and review the spends periodically
4. Ensure CSR activities reach the Public and who are in need of basic amenities for their
livelihood / relief from natural calamities.

RISK MANAGEMENT COMMITTEE:

Risk Management Committee has overall responsibility for establishing a strategic approach to risk
management across the organisation, ensuring that the approach is pro-active. The Committee is also
responsible for the overall co-ordination of risk management activity.

Composition: :

Mr. Aleem Remtula, Non-Executive Director (Chairman of the Committee)
Mr. Murali Srinivas P, Managing Director & CEQ

Mr. Rajan Samuel, Independent Director

Meetings:
The Committee has not met during the Financial Year 2021-22.

Terms of Reference:
The terms of reference of the Risk Management Committee includes:

1. To assist the Board in the execution of its risk management accountabilities, the Committee
shall be charged with the following general responsibilities:

2. To assist the Board in setting risk strategy policies in liason with management and in the
discharge of its duties relating to corporate accountability and associated risk in terms of
management assurance and reporting;

3. To review and assess the quality, integrity and effectiveness of the risk management systems
and ensure that the risk policies and strategies are effectively managed;

4. To review and assess the nature, role, responsibility and authority of the risk management
function within the Company and outline the scope of risk management work;

5. To ensure that the Company has implemented an effective on-going process to identify risk, to
measure its potential impact against a broad set of assumptions and then to activate what is
necessary fo pro-actively manage these risks, and to decide the Company appetite or folerance
for risk;

6. To ensure that a systematic, documented assessment of the processes and outcomes
surrounding key risks is undertaken at least annually for the purpose of making its public
statement on risk management including intemal control;




7. To oversee formal reviews of activities associated with the effectiveness of risk management
and internal control processes. A comprehensive system of control should be established to
ensure that risks are mitigated and that the Company's objectives are attained;

8. To review processes and procedures to ensure the effectiveness of internal systems of control
so that decision-making capability and accuracy of reporting and financial results are always
maintained at an optimal level;

9. To monitor external developments relating to the practice of corporate accountability and the
reporting of specifically associated risk, including emerging and prospective impacts;

10. To provide an independent and objective oversight and view of the information presented by
management on corporate accountability and specifically associated risk, also taking account of
reports by the Audit Committee to the Board on all categories of identified risks facing
Company. _

11. To review the risk bearing capacity of Company in light of its reserves, insurance coverage or
other such financial structures

IT STEERING COMMITTEE: -

To provide strategic advice, guidance and direction to the Board of Directors on technology initiatives.
To explore and make recommendations regarding technology tools and resources that would benefit the
Company.

Composition:

Mr. Murali Srinivas P, Managing Director & CEO

Ms. Aparna Narendra Sharma, Independent Director
Mr. S. Sivakumar, Head-Information Technology

Mr. Karthikeya Prabhu, Head-PMD

Meetings:
The Committee met two (2) times during the Financial Year 2021-22 viz., on 29th October 2021 and
28th March 2022, ‘

Terms of Reference:
The terms of reference of the IT Steering Committee includes:
1. Approving IT strategy and policy documents and ensuring that the management has put an
effective strategic planning process in place;
2. Ascertaining that management has implemented processes and practices that ensure that the
IT delivers value to the business;
3. Ensuring IT investments represent a balance of risks and benefits and that budgets are
acceptable;
4, Monitoring the method that management uses to determine the [T resources needed to achieve
strategic goals and provide high-level direction for sourcing and use of [T resources;
5. Ensuring proper balance of IT investments for sustaining NBFC's growth and becoming aware
about exposure towards IT risks and controls.
Provide IT insights to board and act as subject matter expert.
Monitor strategic IT plans.
Monitor enterprise resource availability to support IT initiatives.
Understand, Communicate, Mitigate IT risk.
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GRIEVANCE REDRESSAL & STAKEHOLDER RELATIONSHIP COMMITTEE:

Composition:

Mrs. Indrani Bhagwan Singh, Non-Executive Director (Chairman of the Committee)
Mr. Murali Srinivas P, Managing Director & CEO

Mr. Aleem Remtula, Non-Executive Director

Ms. Aparna Narendra Sharma, Independent Director




Meetings:
The Committee has not met during the Financial Year 2021-22.

Terms of References:
1. Grievance Redressal & Stakeholder Relationship Committee should take utmost care in solving
the grievances of the stakeholder of the company.
2. The Committee shall not act prejudicial fo the interest of the stakeholder.
3. The Committee shall be governed by the same rules regarding meetings as are applicable to the

Board.

DEBENTURE HOLDER DETAILS:

Name of Debenture Number of Non-

Holder Aidreas Convertible Debentures

IFMR Flmpact Long | 10th Floor Phase-l I[TM Research Park,

Term Multi Asset Class | Kanagam Village, Taramani, Chennai,600113 388

Fund

IFMR Flmpact Long | 10th Floor Phase-l [ITM Research Park, 19

Term Credit Fund Kanagam Village, Taramani, Chennai,600113

DEBENTURE TRUSTEES DETAILS:

Debenture Trustee Registered Office Address

Catalyst Trusteeship i - 4 i y
Limited (Formerly ?Zﬁggolgl? 83 — 87, 8th floor, ‘Mittal Tower', ‘B’ Wing, Nariman Point, Mumbai

known as GDA)

GENERAL SHAREHOLDER INFORMATION:
Financial year: {stApril to 31stMarch: Shareholding pattern as on 31st March 2022

Category # of Shares Percentage
Promoter & Promoter Group 3219997 18.57%
Other Members 2565003 14.79%
Foreign Shareholding:
DWM Investments (Cyprus) Limited 11554639 66.64%
Total 17339639 100.00%

CODE OF CONDUCT:

The Company has formulated and adopted a Code of Conduct for the Board of Directors. The Code of
Conduct is derived from three interlinked fundamental principles, viz. good Corporate Governance, good
corporate citizenship and exemplary personal conduct.

FAIR PRACTICES CODE:

The Company has formulated a Fair Practices Code pursuant fo the RBI guidelines issued in this regard
to lay down procedures and practices in dealing with the business transactions, namely, applications for
loans and their processing, loan appraisal and terms/conditions, disbursement of loans including
changes in terms and conditions and handling of customer grievances. The Code came into effect on
17th March, 2007. The Code was amended by the Board of Directors at their meetings as and when
required in order to comply with the changes provided by the Reserve Bank of India through periodical
Circulars/Guidelines.




DISCLOSURES:
The particulars of transactions between the Company and its related parties, as defined in Indian
Accounting Standard (Ind-AS) 24, are set out in the financial statements,

- By order of the Board-
. MICROFINANCE LIMITED

Address for Correspondence
No.10, 1st Floor, Jagadeeswaran Street,
T.Nagar, Chennai- 600017

MU RINIVAS. P

MD & CEO/ CFO Cerftificate

The Board of Directors
S.M.LL.E. MICROFINANCE LIMITED

This is to certify that:
— We have reviewed financial statements and the cash flow statement for the Financial Year
ended 31st March 2022 and that fo the best of our knowledge and belief:
a) these statements do not contain any materially untrue statement or omit any material
fact or contain statements that might be misleading;
b) these statements together present a frue and fair view of the Company’s affairs and are
in compliance with the Indian accounting standards (Ind-AS), applicable laws and
regulations.

— There are, to the best of our knowledge and belief, no transactions entered into by the
Company during the Financial Year which are fraudulent or illegal.

— We accept responsibility for establishing and maintaining internal controls for financial
reporting.

zEonhess.

V.T. PRABAKARAN
Chief Financial Officer

Managing Director & CEO

Place: Chennai
Date: 12-09-2022

Place: London
Date: 12-09-2022
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INDEPENDENT AUDITOR’S REPORT

To the Members of S.M.L.L.E MICROFINANCE LIMITED
Report on the Audit of Financial Statements

Qualified Opinion

We have audited the accompanying financial statements of S.M.LL.E MICROFINANCE
LIMITED (“the Company”), which comprise the Balance Sheet as at 31 March 2022, and the
Statement of Profit and Loss (including Other Comprehensive Income), the Statement of
Cash Flows and the Statement of Changes in Equity for the year then ended, and a summary
of significant accounting policies and other explanatory information thereon.

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 the Companies
Act, 2013 (“the Act”) in the manner so required and give a true and fair view except for the
below mentioned basis for qualified opinion in conformity with the Indian Accounting
Standards prescribed under section 133 of the Act read with the Companies (Indian
Accounting Standards) Rules, 2015, as amended, (“Ind AS”) and other accounting principles
generally accepted in India, of the state of affairs of the Company as at 31 March 2022, and
itsloss, total comprehensive loss, its cash flows and the changes in equity for the year ended
on that date.

Basis for Qualified Opinion

We conducted our audit of the financial statements in accordance with the Standards on
Auditing specified under section 143(10) of the Act (SAs). Our responsibilities under those
Standards are further described in the Auditor’s Responsibility 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 Institute of Chartered Accountants of India
(ICAI) together with the ethical requirements that are relevant to our audit of the financial
statements under the provisions of the Act and the Rules made thereunder, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the
ICAI’s Code of Ethics. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion:

1. As given in Note No. 50 of the financial statements, the company has sanctioned
fresh loans for the existing NPA accounts towards repayment.
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Emphasis of Matter

We draw attention to Note No. 51 of the financial statements regarding the management’s
decision to grant deferment of collection of principal and interest to all its borrowers and
the Company has not considered this period for NPA classification purposes. However, the
entire loan portfolio is inclusive of slump sale for which consideration has since been
received.

We draw attention to Note No. 53 of the financial statements regarding the management’s
decision on the estimated provision of Rs. 50.56 Crores for NPA as per ECL Workings.

We draw attention to Note No. 54 of the financial statements, wherein the company has
disbursed certain loans to its borrowers who do not meet the eligibility criteria as per the
RBI Master Directions for NBFC-MFIs.

We draw attention to Note No. 55 of the financial statements, where subsequent to RBI
Circular, the Company has booked the Moratorium Interest amounting to Rs. 2.94 Crores
during the current year which have been reversed during FY 2020-21.

We draw attention to Note No. 56 of the financial statements, in which the Company has
disclosed on the Business Correspondent Agreement entered with Northern Arc Capital
Limited whereby the Company will earn a service fee towards disbursement of loan for
Northern Arc Capital Limited.

We draw attention to Note No. 57 of the financial statements, in which the Company has
disclosed that the RBI Circular no. RBI/2021-2022/125 dated November 12, 2021
“Prudential Norms on Income Recognition, Asset Classification and Provisioning
pertaining to NPA Marking and Upgradation of NPA Accounts is yet to be implemented.

We draw attention to Note No. 58 of the financial statements, in which the Company has
disclosed about the Business Transfer Agreement entered by the Company with Northern
Arc Capital Limited whereby the Company has entered into an Agreement as on 22nd
February 2022 to sell its Assets and Liabilities (as per the Agreement) to Northern Arc
Capital Limited on a slump sale basis.

Our opinion is not modified in respect of the above matters.




Key Audit Matters
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Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters
were addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.
We have determined the matter described below to be the key audit matter to be

communicated in our report.

The Company determines the
allowance for expected credit
losses based on historical loss
experience adjusted to reflect
current and estimated future
economic conditions. The
company has considered the age
of receivables, current and
anticipated future economic
conditions which could impact
the credit quality of the
company’s loans and advances to
estimate the probability in the
future.

The Company has also exercised
its judgement in determination
of management overlay at
various assets stages
considering the possible effects
of the current uncertain
economic environment including
that arising out of the Covid-19
pandemic.

We have identified provision for
expected credit loss on loans as
company exercises significant

Key Audit Matter Auditor’s Response
Provision for Expected Credit
Loss (ECL) on Leans Principle audit procedure performed:

Our Audit procedures related to the provision for ECL
on loans included the following, among others:

We tested the design and operating effectiveness

of controls over the (1) Development methodology
for ECL including the current and estimated

future economic conditions (2) Completeness

and accuracy of information used in the estimation
of probability of default and (3) Computation of ECL.
In Addition to above:

We performed an overall assessment of the ECL
provision levels at each stage including
management’s assessment on Covid-19 impact

to determine if they were reasonable considering
the macroeconomic environment and the Company’s
loan portfolio, risk profile and credit risk
management practices;

We examined Board policy approving methodologies
for computation of ECL that address policies,
procedures and controls for assessing and
measuring credit risk on all lending

éxposures, commensurate with the size and
complexity specific to the Company.

Obtained an understanding of the basics and
methodology adopted by management to determine
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judgement in calculating the the probability of defaults for

expected credit losses. various stages/homogeneous segments and
performed test checks;

Refer Note 6 to the Audited
Financial Statements. Assessed the data used in the computation of
expected credit loss (including the data integrity

of information extracted from Company’s IT systems);

Tested the arithmetical accuracy of the Computation
of Provision for ECL on Loans.

Information Other than the Financial Statements and Auditor’s Report Thereon

¢ The Company’s Board of Directors is responsible for the other information. The other
information comprises the information included in the Directors’ report but does not
include the financial statements and our auditor’s report thereon.

e Our opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

¢ In connection with our audit of the financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained
during the course of our audit or otherwise appears to be materially misstated.

o If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Management's Responsibility for the Financial Statements

The Company's Board of Directors is responsible for the matters stated in section 134(5)
of the Act with respect to the preparation of these financial statements that give a true and
fair view of the financial position, financial performance including other comprehensive
income, cash flows and changes in equity of the Company in accordance with the Ind AS
and other accounting principles generally accepted in India. This responsibility also
includes maintenance of adequate accounting records in accordance with the provisions of
the Act for safeguarding the assets of the Company and for preventing and detecting frauds

and other irregularities; selection and application of appropriate accounting policies;
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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 is 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
either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financial
reporting process.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes 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 error and are considered 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:

e 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
basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal
control.
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design audit procedures that are appropriate in the circumstances. Under section
143(3)(i) of the Act, 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 made by the management.

e Conclude on the appropriateness of management’s use of the going concern basis 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 concern.

¢ 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.

* Obtain sufficient appropriate audit evidence regarding the financial information of
the Company and its branches to express an opinion on the financial statements. We
are responsible for the direction, supervision and performance of the audit of the
financial statements of such entities or business activities included in the financial
statements of which we are the independent auditors.

Materiality is the magnitude of misstatements in the financial statements that, individually
or in aggregate, makes it probable that the economic decisions of a reasonably
knowledgeable user of the financial statements may be influenced. We consider
quantitative materiality and qualitative factors in (i) planning the scope of our audit work
and in evaluating the results of our work; and (ii) to evaluate the effect of any identified
misstatements in the financial statements.

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.
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We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding incependence, 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.

From the matters communicated with those charged with governance, we determine those

matters that were of most significance in the audit of the financial statements of the current

period and are therefore the key audit matters. We describe these matters in our auditor’s

report unless law or regulation precludes public disclosure about the matter or when, in

extremely rare circumstances, we determine that a matter should not be communicated in

our report because the adverse consequences of doing so would reasonably be expected to
- outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

1. Asrequired by Section 143(3) of the Act, based on our audit we report that:

a. We have sought and obtained all the information and explanations which to the
best of ourknowledge 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 including Other
Comprehensive Income, the Statement of Cash Flows and Statement of Changes
in Equity dealt with by this Report are in agreement with the relevant books of
account.

d. In our opinion, the aforesaid financial statements comply with the Ind AS
specified under Section 133 of the Act.

e. On the basis of the written representations received from the directors as on 31
March 2022 taken on record by the Board of Directors, none of the directors is
disqualified as on 31 March 2022 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 over financial
reporting of the Company and the operating effectiveness of such controls, refer
to our separate Report in “Annexure B”. Our report expresses an unmodified
opinion on the adequacy and operating effectiveness of the Company’s
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internal financial controls over financial reporting.

With respect to the other matters to be included in the Auditor’s Report in
accordance with the requirements of section 197(16) of the Act, as amended,

¢ In our opinion and to the best of our information and according to the
explanations given to us, the remuneration paid by the Company to its
directors during the year is in accordance with the provisions of section 197
of the Act.

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, as
amended in our opinion and to the best of our information and according to the
explanations given to us:

i. The Company has disclosed the impact of pending litigations on its
financial position in its financial statements.

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

iii. There has been no delay in transferring amounts, required to be
transferred, to the Investor Education and Protection Fund by the
Company.

iv. The Management has represented that, to the best of its knowledge and
belief, no funds (which are material either individually or in the aggregate)
have been advanced or loaned or invested (either from borrowed funds or
share premium or any other sources or kind of funds) by the Company to
or in any other person or entity, including foreign entity
(“Intermediaries”), with the understanding, whether recorded in writing
or otherwise, that the Intermediary shall, whether, directly or indirectly
lend or invest in other persons or entities identified in any manner
whatsoever by or on behalf of the Company (“Ultimate Beneficiaries”) or
provide any guarantee, security or the like on behalf of the Ultimate
Beneficiaries;

v. The Management has represented, that, to the best of its knowledge and
belief, no funds (which are material either individually or in the aggregate)
have been received by the Company from any person or entity, including
foreign entity (“Funding Parties”), with the understanding, whether
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recorded in writing or otherwise, that the Company shall, whether,
directly or indirectly, lend or invest in other persons or entities identified
in any manner whatsoever by or on behalf of the Funding Party (“Ultimate
Beneficiaries”) or provide any guarantee, security or the like on behalf of
the Ultimate Beneficiaries; and

vi. Based on the audit procedures that have been considered reasonable and
appropriate in the circumstances, nothing has come to our notice that has
caused us to believe that the representations under sub-clause (i) and (ii)
of Rule 11(e), as provided under (iv) and (v) above, contain any material
misstatement.

vii. The company has not declared or paid any dividend during the year in
contravention of the provisions of section 123 of the Companies Act, 2013.

2. Asrequired by the Companies (Auditor’s Report) Order, 2020 (“the Order”) issued
by the Central Government in terms of Section 143(11) of the Act, we give in
“Annexure A” a statement on the matters specified in paragraphs 3 and 4 of the

Order.
Place: Chennai For P.B. Vijayaraghavan & Co,,
Date: 12th September 2022 Chartered Accountants

Firm Registration No.: 004721S

P.L. Santhanakris

Partner
Membership No.: 020309

UDIN: 9 2 0203cAARRNOT L4 TO
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ANNEXURE “A” TO TH E INDEPENDENT AUDITORS’ REPORT

(Referred to in paragraph 2 under ‘Report on Other Legal and Regulatory Requirements’
section of our report of even date)

(i) (a)(A) The Company has maintained proper records showing full particulars,
including quantitative details and situation of Property, Plant and
Equipment / Fixed Assets.

(B) The Company has maintained proper records showing full particulars
of Intangible Assets.

(b)  The Property, Plant and Equipment/Fixed Assets were physically
verified during the year by the management in accordance with a
regular programme of verification which, in our opinion, provides for
physical verification of all the property, plant and equipment / fixed
assets at reasonable intervals. According to the information and
explanations given to us, no material discrepancies were noticed on
such verification.

(c) The Company does not have any immovable properties of freehold land
and building. In respect of immovable properties of buildings that have
been taken on lease and disclosed as Right of Use assets in the financial
statements, the lease agreements are in the name of the Company.

(d) The Company has not revalued its Property, Plant and Equipment
(including rights to use assets) or intangible assets or both during the
year.

(e) According to the information provided to us there are no proceedings
initiated or pending against the company for holding any benami under
the Benami Transactions (Prohibition) Act, 1988 (45 of 1988) and
rules made thereunder.

(i) (a) The Company does not have any inventory and hence reporting under
clause ii (a) of the Order is not applicable.

(b) The Company has not been sanctioned working capital limits in excess of
five crore rupees, in aggregate, from banks or financial institutions on the
basis of security of current assets and hence reporting under Clause ii (b)




(iii)

(v)

V)

(vi)
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of the Order is not applicable.

(a) The Company’s principal business activity is to provide loans to its
members and hence reporting under Clause iii (a) of the Order is not
applicable.

(b) The loans provided by the Company to its members are not prejudicial
to the company’s interest and are as per the board approved loan policy.

(c) For the loans provided by the Company to its members, the schedule of
repayment of principal and payment of interest has been stipulated. -

(d) The total amount of overdue for such loan accounts which are more
than ninety days is Rs. 56.37 Crores and the company has provided
provision on such amount based on the Expected Credit Loss Method as
per IND AS 109.

(e) The Company’s principal business activity is to provide loans to its
members and hence reporting under Clause iii (a) of the Order is not
applicable.

(f) The Company has not granted any loans to its members which are either
repayable on demand or without specifying any terms or period of
repayment.

The Company has not granted any loans, made investments, provided any
guarantee or security and hence reporting under Clause (iv) of the Order is
not applicable.

According to the information and explanations given to us, the Company has
not accepted any deposit during the year. There were no unclaimed deposits
outstanding at any time during the year and hence reporting under clause (v)
of the Order is not applicable.

Having regard to the nature of the Company’s business, reporting under
clause (vi) of the Order relating to maintenance of cost records is not
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applicable.
(vii)  According to the information and explanations given to us, in respect of
statutory dues:

(a) The Company has been regular in depositing undisputed statutory dues,

including Provident Fund, Employees’ State Insurance, Income Tax, Goods
and Services Tax, Cess and other material statutory dues applicable to it
with the appropriate authorities.
There were no undisputed amounts payable in respect of Provident Fund,
Employees’ State Insurance, Income Tax, Goods and Service Tax, Cess and
other material statutory dues in arrears as at March 31, 2022 for a period
of more than six months from the date they become payable except for
TDS Default amounting to Rs.8,30,060.

(b) Details of dues of Income-tax which have not been deposited as on March

31, 2022 on account of disputes are given below:
Name Nature | Forum where | Period to | Amount Amount
of of Dues | Dispute is | which the | involved Unpaid
Statute pending amount (Rs.) * (Rs.)

relates

Income | Income | Deputy Assessment 2,90,830 2,90,830
Tax Tax Commissioner | year 2011-
Act, ofIncome Tax | 12
1961
Income | Income | Assistant Assessment 1,30,50,323 1,20,50,323
Tax Aci, | Tax Commissioner | year 2017-
1961 ofIncome Tax | 18
Income | Income | Assessing Assessment 50,800 50,800
Tax Act, | Tax Officer year 2019-
1961 20

*excludes interest and penalty
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(viii) In our opinion and according to the information and explanations given to
us, the Company has not surrendered or disclosed any unrecorded
transactions as income during the year in the tax assessments under the
Income Tax Act, 1961 (43 of 1961).

(ix) (a2) In our opinion and according to the information and explanations
given to us, the Company has not defaulted in the repayment of loans
or borrowing to banks and financial institution or dues to debenture

“holders.

(b) According to the information provided to us the Company has not
been declared willful defaulter by any bank or Financial institution or
other lender.

(c) In our opinion and according to the information and explanations
given to us, the Company has applied the term loans for the purpose
for which the loans were obtained.

(d) In our opinion and according to the information and explanations
given to us, the Company has not utilized funds raised on short term
basis for long term purposes.

(e) The Company does not have any subsidiaries, associates or joint
ventures hence reporting under the clause (ix)(e) is not applicable.

(f) The Company does not have any subsidiaries, associates or joint
ventures hence reporting under the clause (ix)(f) is not applicable.

) (a) The Company has not raised moneys by way of initial public offer or
further public offer (including debt instruments) hence reporting
under the clause (x)(a) is not applicable.

(b) The Company has not made any preferential allotment or private
placement of shares or convertible debentures (fully, partially or
optionally convertible) during the year hence reporting under the
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clause (x)(b) is not applicable.

(xi) (a) To the best of our knowledge and according to the information
and explanations given to us, fraud by its employees has been noticed
and reported during the year amounting to Rs. 1.61 Lakhs (Refer Note
45 of the Financial Statements).

(b) Since there has been no material fraud reported during the year this
clause is not applicable.

(c) There has not been any whistle blower complaints lodged during the
year.

(xii) The Company is not a Nidhi Company and hence reporting under clause
(xii) of the Order is not applicable.

(xiii) In our opinion and according to the information and explanations given to
us, the Company is in compliance with Sections 177 and 188 of the
Companies Act, 2013, where applicable, for all transactions with the
related parties and the details of related party transactions have been
disclosed in the financial statements as required by the applicable
accounting standards.

(xiv) (a) In our opinion and according to the information and explanations
given to us, the Company has an internal audit system which is in line
with the size and nature of its business.

(b) We have considered the Internal Audit Reports submitted by the
Internal Auditor for the period of FY 2021-22 and there were no
material discrepancies mentioned in the report except a few cases of
irregularities amounting to Rs. 1.61 Lakhs (Refer Note 45 of the
Financial Statements) which have been detected and appropriately
dealt with by the Management.

(xv)  Inour opinion and according to the information and explanations given to
us, during the year the Company has not entered into any non-cash
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transactions with its directors or persons connected with them and hence
provisions of Section 192 of the Companies Act, 2013 are not applicable.

(xvi) (@) The Company is required to be registered under Section 45-1A of the
Reserve Bank of India Act, 1934 and it has obtained the registration.

(b) The Company has obtained certificate of registration from Reserve
bank of India and has been conducting Non-Banking Financing
activities under the license obtained.

(c) The Company is not a Core Investment Company as defined in the
regulations made by the Reserve Bank of India.

(d) The Company does not have any Core Investment Company as part of
the group.

(xvii) The Company has incurred cash loss amounting to Rs. 10.34 Crores during the -
Financial year 2021-22.

(xviii) The previous auditors has resigned as statutory auditors during the year
pursuant to the RBI Circular No. RBI/2021-22/25 dated April 27, 2021 in
which RBI has capped audit firms to audit not more than eight NBFCs and there
were no issues, objections or concerns raised by the outgoing auditors based
on the No Objection Letter received from them with respect to the resignation.

(xix) In our opinion since the Company has sold its assets and liabilities as per the
Business Transfer Agreement with Northern Arc as on 12t April 2022 there is
no material uncertainty as to the company’s ability to meet the liabilities
existing at the date of balance sheet.

(xx)  According to the information and explanation given to us, the Company does
not have any unspent amount to be transferred to the Fund specified in
Schedule VII to the Companies Act, hence reporting under the clause (xx) is not
applicable.
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(xxi) Since the Company does not have any subsidiary, joint ventures reporting
under the Clause (xxi) is not applicable.

Place: Chennai For P.B. Vijayaraghavan & Co.,
Date: 12th September 2022 Chartered Accountants
Firm's Registration No.: 0047215

o —

P.B. Santhanakrishnan
Partner

Membership No.: 020309

UDIN: 22.626030FAXRVOTEAD
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ANNEXURE “B” TO THE INDEPENDENT AUDITOR’S REPORT

(Referred to in paragraph under ‘Report on Other Legal and Regulatory
Requirements’section of our report of even date)

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

We have audited the internal financial controls over financial reporting of S.M.LL.E.
MICROFINANCE LIMITED (“the Company”) as of March 31, 2022, in conjunction with our
audit of the Ind AS financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

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

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls
over financial reporting of the Company 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”) issued by the Institute of Chartered Accountants of India
and the Standards on Auditing prescribed under Section 143(10) of the Companies Act,
2013, to the extent applicable to an audit of internal financial controls. Those Standards
and the Guidance Note require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether adequate internal
financial controls over financial reporting was established and maintained and if such
controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of
the internal financial controls system over financial reporting and their operating
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effectiveness. Our audit of internal financial controls over financial reporting included
obtaining an understanding of internal financial controls over financial reporting, assessing
the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. The procedures
selected depend on the auditor’s judgement, 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 forour audit opinion on the Company’s internal financial controls system
over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting

A company's internal financial control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company's internal financial control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with 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 Over Financial Reporting

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

In our opinion, to the best of our information and according to the explanations given to us
the Company has, in all material respects, an adequate internal financial controls system
over financial reporting and such internal financial controls over financial reporting were
operating effectively as at March 31, 2022, based on the criteria for internal financial
control over financial reporting established by the Company considering the essential
components of internal control stated in the Guidance Note on Audit of Internal Financial
Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India.

Place: Chennai For P.B. Vijayaraghavan & Co.,
Date: 12t September 2022 _ Chartered Accountants .
Firm’'s Registration No.: 0047218

P.L. Santhanakrishnan
Partner
Membership No.: 020309 64 40

UDIN: 990 20209 AXRVO




S.M.I.L.E. Microfinance Limited
Balance Sheet as at 31 March 2022

As at
Particulars Note No. | AS 3t 31 March 2022 31 March 2021
Amount Rs. in lakhs Amount Rs. in Iakhs
I |ASSETS
1 |Financial assets
(a) Cash and cash equivalents 4 1,820.01 3,428.23
(b) Bank Balances other than cash and cash equivalents 5 1,794.42 4,956.50
(c)} Loans 6 24,859.9% 43,659.68
(d) Loans given to staff - at amortised cost 6(a) 11.37 11.79
{e) Other Financial assets 7 107.25 187.17
2 |Non-financial Assets
(a) Current tax assets (net) 8 311.67 80.30
(b) Deferred tax assets (net) 9 1,383.45 1,014.99
(c) Property, Plant and Equipment 10(a) 86.47 111,25
(d) Intangible assets 10(b) 30.44 38.07
(e) Right of Use 10(C) 2.30 37.20
(f) Other non financial assets 11 155.92 121.41
Total Assets 30,570,29 53,646.59
II |LIABILITIES AND EQUITY
1 |Finarcial Liabilities
(a)Trade Payables 12
(i) total outstanding dues of micro enterprises and small enterprises 2,40 2.97
(ii) total outstanding dues of creditors other than micro enterprises and 44.57 127.16
small enterprises i ¥
(b} Debt Securities 13 3,999.85 11,037.09
(<) Borrowings (other than debt securities) 14 14,043.25 27,703.78
(d} Lease Liability 15 11.87 43,20
(2) Other Financial liabilities 16 298.02 447.83
2 |Non-financial Liabilities
(a) Provisions 17 506.88 423.07
(b) Other non-financial liabilities 18 149,54 250.48
3 |Equity
(a) Equity share capital 19 1,733.96 1,733.96
(b) Other equity 20 9,779.95 11,877.05
Total Liabilities and Equity 30,570.29 53,6

See accompanying notes forming part of the financial statements

In terms of our report of even date attached

For P.B. Vijayaraghavan &
Chartered Accountants
Firm Reg. No.: 004721

Partner

M.No.020302

Place : Chennai
Date : 12-Sept-2022

For and on behalf of the Board of Directors of S.M.I.L.E.
Microfinance Limited

; ngk

P. Mugdal Srinivas Rajan Samuel
Managing Director & CEOQ Director
DIN - 00554309 DIN - 02586450

Place : London
Date : 12-Sept-2022

Place: Banglore
Date : 12-Sept-2022

V.T. Prabakaran
Chief Financlal Officer
PAN - AKOPP2826M
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Place : Chennai
_Date : 12-Sept-2022
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S.M.1.L.E. Microfinance Limited

Statement of Profit and Loss for the year ended 31 March 2022

For the Year ended | For the Year ended 31
" Note 31 March 2022 March 2021
Particulars N
0.
Amount Rs. in lakhs| Amount Rs. in lakhs
I |Revenue from operations
Interest income 21 6,757.94 11,506.71
Net Ggin on derecognition of Financial Instruments under 22 2.55 2.08
amortised cost category
Commission Income 23 67.10 81.36
Other operating income 24 35.77 20.11
Total (I) 6,863.36 11,615.26
II |Other Income 25 16.98 42,72
III |Total Income (I + II) 6,880.34 11,657.98
IV |Expenses
Finance cost 26 3,672.63 5,873.98
Impairment of financial instruments 27 1,666.05 3,144.95
Employee benefit expenses 28 2,794.41 2,666.13
Depreciation, amortization and impairment 10 106.32 118.00
Other expenses 29 1,304.05 1,083.39
Total Expenses (IV) 9,543.46 12,886.45
~ V [(Loss) / Profit before Exceptional Items and tax (III - IV) (2,663.12) (1,228.47)
VI |Exceptional item 30 - -
VII |(Loss) / Profit before tax (V- VI) {(2,663.12) (1,228.47)
VIII |Tax Expense: 9
(1) Current tax - 351.11
(2) (Excess) provision for tax relating to prior years (140.82) (40.41)
(3) Deferred tax (382.74) (651.25)
IX |[(Loss) / Profit for the year (VII- VIII) (2,139.56) (887.92)
X |Other Comprehensive Income 20
A (i) Items that will not be classified to profit or loss:
Remeasurement gains and (losses)} on defined benefit 56.74 94.56
obligations (net)
(ii) Income tax relating to items that will not be reclassified to 9.1 (14.28) (23.80)
profit or loss
Other Comprehensive Income / (Loss) 42.46 70.76
XI |[Total Comprehensive (Loss) / Income for the year (IX + X) (2,097.10) (817.16)
XII |Earnings per equity share 32
- Basic (Rs.) (12.34) (5.12)
- Diluted (Rs.) (12.34) (5.12)

See accompanying notes forming part of the financial statements

In terms of our report of even date attached
For For P.B. Vijayaraghavan & Co.
Chartered Accountants
|Firm Reg. No.: 0047215

o2 10 Dl

P.B. Santhanakrishnan
Partner
M.No.020309

Place : Chennai
Date : 12-Sept-2022

For and on behalf of the Board of Directors of S.M.I.L.E.
Microfinance Limited

P. Mura
Managing

DIN - 00554309

Place : London
Date : 12-Sept-2022

V.T. Prabakaran
Chief Financial Officer
PAN - AKOPP2826M

Place : Chennai
Date : 12-Sept-2022

Rajan Samuel

Director
DIN - 02586490

Place : Banglore
Date : 12-Sept-2022




S.M.I.L.E. MICROFINANCE LIMITED
CIN: U67190TN1995PLC0O30604

Regd Office: No.10, First Floor, Jagadeeswaran Street, T.Nagar, Chennai, Tamil Nadu - 600017
Statement of Audited Cash Flow Statement for the year ended 31 March 2022

For the Year Ended For the Year Ended
Particulars 31 March 2022 31 March 2021
Amount Rs. in lakhs Amount Rs. in lakhs
A Cash flow from Operating Activities
(Loss) / Profit After Tax (2,139.56) (887.92)
Adjustments for: .
Depreciation/ Amortisation 106.32 118.00
Tax Expenses (523.56) (340.55)
Provision for Receivables under Financing Activity (Net) 1,666.05 3,144.95
(Profit) / Loss on Sale of Property, Plant & Equipment (Net) - -
Finance Cost 3,672.63 5,873.98
Interest on Deposits (268.81) (398.08)
Operating Profit before Working Capital Changes 2,513.07 7,510.38
Changes in Working Capital:
Adjustments for (Iincrease) / decrease in operating assets:
Receivables under Financing Activity 17,133.64 12,197.96
Loans given to staff 0.42 25.53
Other financial assets 79.92 45,17
Other non financial assets (34.51) (17.82)
Adjustments for increase / (decrease) in Operating Liabllities:
Other Payables (83.16) (11.86)
Liability for Lease (31.33) (25.77)
Other financial Liabilities (92.90) (261.89)
Other non financial Liabilities (100.94) (91.31)
Other Provisions 83.80 (151.81)
Cash Flow Generated from Operations 19,468.01 19,218.58
Onerational cash flows from Interest:
Interest Income on Deposits 268.81 398.06
Interest paid on borrowings (3,715.48) (5,859.53)
Net cash flow generated from / (used in ) operations 16,021.34 13,757.11
Net Income Tax Paid (90,55) (315.18)
Net Cash flows generated from / ( used in ) Operating Activities 15,930.79 13,441.93
B. Cash flow from Investing Activities
Bank Balance other than cash and cash equivalents (placed)/matured 3,162.08 (334.61)
Proceeds from Sale of Property, plant & equipment 0.09 0.48
Capital Expenditure on Property, plant & equipment (including Capital Advances) (46.26) (65.14)
Net Cash Flow (used in)/generated from Investing Activities 3,115.91 (399.27)




S.M.I.L.E. MICROFINANCE LIMITED

CIN: U67190TN1995PLC030604

Regd Office: No.10, First Floor, Jagadeeswaran Street, T.Nagar, Chennai, Tamil Nadu - 600017
Statement of Audited Cash Flow Statement for the year ended 31 March 2022

Particulars

For the Year Ended
31 March 2022

For the Year Ended
31 March 2021

Amount Rs. in lakhs

Amount Rs. in lakhs

C. Cash flow from Financing Activities

Proceeds from of Long-Term Borrowings-Term Loans 14,600.00 11,015.22
Repayment from of Long-Term Borrowings-Term Loans (25,131.22) (18,375.04)
Proceeds of Long-Term Borrowings-Debentures - 4,000.00
Repavment of Lona-Term Borrowinas-Debentures (6.854.00) (5.596.00)
Proceeds from securitisation borrowings - 5,813.64
Repavment of securitisation borrowinas (3.164.98) (9.397.21)
(Repayment)/Proceeds of Short-Term Borrowings - Cash Credit (net) - (824.67)
Other Interest and charges pald (92.60) (75.53)
Net Cash Flow (used in)/generated from Financing Activities (20,642.80) (13,439.59)
Net (decrease) in Cash and cash equivalents (A+B+C) (1,596.10) (396.93)
Cash and cash equivalents at the beginning of the year 3,428.23 3,825.16
Cash and Cash Equivalents at the end of the year 1,832.13 3,428.23

i f h an h equivalents with t
Cash and cash equivalents as per balance sheet 1,820.01 3,428.23
Less: Balances that does not meet the definition of Cash & Cash Equivalents as per Ind AS (12.12) 4
7 Statement of Cash flows: Bank Overdraft .
Cash and cash equivalents as per Ind AS 7 Statement of Cash flows 1,832.13 3,428.23

For and on behalf of the Board of Directors of S.M.I.L.E.
Microfinance Limited

.. D

P. li Srinivas

"In terms of our report of even date attached
For P.B. Vijayaraghavan & Co."

Chartered Accountants
Firm Reg. No.: 004721S

Rajan Samuel

o™

P.B. Santhanakrishnan o/ a0
Partner

M.No.020309

Place : Chennal
Date : 12-Sept-2022

Managing Director & CEO
DIN - 00554309

Place : London
Date : 12-Sept-202

V.T. Prabakaran
Chief Financial Officer
PAN - AKOPP2826M

Place : Chennai
Date : 12-Sept-2022

Director
DIN - 02586450

Place : Banglore
Date : 12-Sept-2022




S.M.LLE, Microfinance Limited
Statamant of changes In Equity for the year ended 31 March 2022
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2.1

2.2

Notes forming part of the Financial Statements for the year ended 31 March 2022

CORPORATE INFORMATION

S.M.LL.E. Microfinance Limited ("the Company") was incorporated on 21 March 1995 . The Company Is a Non-Banking Finance Company - Micro
Finance Institution (NBFC-MFI). The Company had obtained registration under the Non-Banking Financial Company - Micro Finance Institution
(Reserve Bank) Directions, 2011 vide Reserve Bank of India ("RBI") letter dated 29 May 2015.

The Company s engaged in providing microfinance services to women from poor segments of urban and rural Tamil Nadu. The Company generally
provides small value collateral free loans upto Rs. 50,000 for a tenor of one to two years with fortnightly / monthly repayment. The Company
broadly follows the Grameen model with suitable adaptations using the Joint Liability Groups (ILG) framework, where each member of the group
guarantees the loan repayment of the other members of the group. All transactions are conducted In the group meetings organlsed every fortnight /
monthly near the habitats of the members.

During December 2017, the Company qualified as a Systemically Important Non Deposit taking NEFC (NBFC-MFI-ND-SI).
SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

The financial statements have been prepared In accordance with the Indian Accounting Standards (Ind AS) as per the Companies (Indlan Accounting
Standards) Rules, 2015 notified under section 133 of the Companies Act 2013 (the act) and other relevant provisions of the Act.

The financial statements were authorised for issue by the Company’s Board of Directors on 12th September, 2022,

Basis of Preparation and Presentation of Financial Statements

These financial statements have been prepared on the historical cost basis, except for certain finandial instruments which are measured at fair
values at the end of each reporting period, as explained in accounting policies below.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and services.

Falr value Is the price that would be recelved to sell an asset or paid to transfer a liabllity In an orderly transaction between market participants at
the measurement date, regardless of whether that price Is directly observable or estimated using another valuation technique. In estimating the fair
value of an asset or a llability, the Company takes Into account the characteristics of the asset or liabllity If market participants would take those
characteristics into account when pricing the asset or liability at the measurement date.

Fair value for measurement and / or disclosure purposes in these financial statements Is determined on such a basis.

In addition, for financial reporting purposes, falr value measurements are categorised Into Level 1, 2, or 3 based on the degree to which the inputs
to the fair value measurements are observable and the significance of the Inputs to the fair value measurement In its entirety, which are described
as follows:

« Level 1 inputs are quoted prices (unadjusted) In active markets for Identical assets or liabilities that the entity can access at the measurement
date;

. Le\;el 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or liability, either directly or indirectly;
and
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2.4

2.5

2.6

Use of Estimates

The preparation of the company’s financlal statements requires management to make judgements, estimates and assumptions that affect the reported
amount of revenues, expenses, assets and liabilities, and the accompanying disclosures, as well as the disclosure of contingent llabilities. Uncertalnty,
about these assumptions and estimates could result In outcomes that require a material adjustment to the carrying amount of assets or llabliities]
affected In future periods.

In the process of applying the Company’s accounting policies, management has made judgements, which have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year.

Revenue Recognition

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

(a) The Company calculates interest income by applying effective interest rate method to Grass carrying amount of financial assets other than credit
Impalred asssets. When a financial asset becomes credit Impaired and Is therefore regarded as Stage 3, the Company calculates Interest Income by
applying effective Interest rate method to net amortised cost of the Financial Assets. If the Financial Asset cures and is no longer credit impalred, the
Company reverts to calculating interest Income on gross basis,

(b) Loan processing fee is recognized over the life of the loan on a proportionate basis. Loan processing fee of derecognised loan portfolio is
recognised upfront.

(c) Interest Income on securitized loans are considered at par with own loans and is also recognised under the Effective Interest Rate method. In
case of Direct Assignment, company recognize the income upfront on the basis of fair value by discounting the entire interest strip (excess interest
spread) of assigned portfolio.

(d) Interest Income on deposits Is recognized on a time proportion basis taking Into account the amount outstanding and the rate applicable.
(e) Dividend income from investments (other than equity shares) is recognized on actual realizations, as stipulated by RBL

(f) All other income is recognized on an accrual basis, when there is reasonable certainty in the ultimate realization / collection.

Leases

The Company’s lease asset classes primarily conslst of leases for land and bulldings. The Company, at the Inception of a contract, assesses whether
the contract is a lease or not lease. A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a
time in exchange for a consideration, This policy has been applied to contracts existing and entered into on or after April 1, 2019,

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is initially measured at
cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or before the commencement date, plus any
initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on
which It Is located, less any lease Incentives received.

The right-of-use asset Is subsequently depreciated using the straight-line method from the commencement date to the end of the lease term.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date, discounted using the
Company’s incremental borrowing rate. It is remeasured when there is a change in future lease payments arising from a change in an index or rate,
if there is a change in the Company's estimate of the amount expected to be payable under a residual value guarantee, or if the Company changes
its assessment of whether it will exercise a purchase, extension or termination option. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-
of-use asset has been reduced to zero. The Company has elected not to recognise right-of-use assets and lease liabllities for shart-term leases that
have a lease term of 12 months or less and leases of low-value assets . The Company recognises the lease payments assoclated with these leases as
an expense over the lease term

In the comparative period, leases under which the Company assumes substantially all the risks and rewards of ownership are ciassified as finance
leases. When acquired, such assets are capitalized at fair value or present value of the minimum lease payments at the inception of the lease,
whichever is lower. Lease payments and receipts under operating leases are recognised as an expense and income respectively, on a straight line
basis in the statement of profit and loss over the lease term except where the lease payments are structured to increase in line with expected
general inflation.

Employee Benefits ;
Employee benefits include provident fund, employee state Insurance scheme, gratuity and compensated absences.

Retirement Benefit Costs and Termination Benefits
Payments to defined contribution retirement benefit plans are recognised as an expense when employees have rendered service entitling them to the
contributions.

‘For defined benefit retirement benefit plans, the cost of providing benefits is determined using the projected unit credit method, with actuarial
valuatlons being carried out at the end of each annual reporting perlod. Remeasurement, comprising actuarial galns and losses, the effect of the
changes to the asset celling (if applicable) and the return on plan assets (excluding net interest), Is reflected Immediately in the balance sheet with a
charge or credit recognised In other comprehensive Income in the perlod in which they occur. Remeasurement recognised In other comprehensive
income is reflected immediately in retained earnings and is not reclassified to profit or loss. Past service cost is recognised in the Statement of profit
or loss in the period of a plan amendment. Net interest is calculated by applying the discount rate at the beginning of the period to the net defined
benefit liability or asset, Defined benefit costs are categorised as follows:

- Service cost (Including current service cost, past service cost, as well as gains and losses on curtail ts and settl ts);
- Net interest expense or Income; and
- Remeasurement

"The Company presents the first two components of defined benefit costs In profit or loss in the line item 'Employee benefits expense'. Curtallment
gains and losses are accounted for as past service costs.

The retirement benefit obligation recognised in the balance sheet represents the actual deficit or surplus in the Company's defined benefit plans. Any
surplus resulting from this calculation is limited to the present value of any economic benefits available in the form of refunds from the plans or
reductions in future contributions to the plans.

A liabllity for a termination benefit Is recognised at the earlfer of when the entity can no longer withdraw the offer of the termination benefit and
when the entity recognises any related restructuring costs.
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A liabllity |s recognised for benefits accruing to employees In respect of wages and salaries, annuzal leave In the perlod the related service Is
rendered at the undiscounted amount of the benefits expected to be pald In exchange for that service.

Liabilities recognised in respect of short-term employee benefits are measured at the undiscounted amount of the benefits expected to be paid in
exchange for the related service.

Liabilities in respect of other long-term employee benefits are measured at the present value of the estimated future cash outflows expected to be
made by the Company in respect of services provided by employees upto the reporting date.

The Company has a policy on compensated absences which are both accumulating and non-accumulating In nature. The expected cost of
accumulating compensated absences is determined by actuarial valuation performed by an Independent actuary at each Balance Sheet date using

- projected unit credit method on the additional amount expected to be paid / availed as a result of the unused entitlement that has accumulated at

the Balance Sheet date. Expense on non-accumulating compensated absences is recognized in the period in which the absences occur.

Taxatlon
Income tax expense represents the sum of the tax currently payable and deferrad tax.
i} Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from ‘profit before tax' as reported In the statement of profit
and loss because of items of income or expense that are taxable or deductible in other years and items that are never taxable or deductible. The
Company's current tax is calculated using tax rates that have been enacted or substantively enacted by the end of the reporting period.

ii) Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities In the financial statements and the
corresponding tax bases used In the computation of taxable profit. Deferred tax llabllities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all deductible temporary differences to the extent that it is probable that taxable profits
will be avallable agalnst which those deductible temporary differences can be utilised. Such deferred tax assets and llabllities are not recognised If
the temporary difference arises from the initial recognition of assets and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it Is no longer probable
that sufficient taxable profits will be avallable to allow all or part of the asset to be recovered,

Deferred tax llabilities and assets are measured at the tax rates that are expected to apply In the perlod In which the liability Is settled or the asset
realised, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabliities and assets reflects the tax consequences that would follow from the manner In which the Company
expects, at the end of the reporting perlod, to recover or settle the carrylng amount of Its assets and liabilities,

Current and deferred tax for the vear
Current and deferred tax are recognized In profit or loss except when they relate to items that are recognized in other comprehenslve income or
directly in equity, in which case, the current and deferred tax are also recognized in other complirehensive income or directly in equity, respectively.

Cash and Cash Equivalents (for purposes of Cash Flow Statement)

Cash and cash equivalent in the balance sheet comprise demand deposits with bank and Cash on hand, short-term deposits with an original maturity
of three months or less including lien marked deposits with Banks and others with respect to loans availed by company. These balances are subject
to an insignificant risk of changes in value.

Bank Balances include term deposits held with an original maturity more than 3 months and includes lien marked deposits with Banks and others
with respect to loans avalled by company/assets securitised,

Cash Flow Statement

Cash flows are reported using the indirect method, whereby profit / (loss) after extraordinary items and tax is adjusted for the effects of transactions
of non-cash nature and any deferrals or accruals of past or future cash receipts or payments. The cash flows from operating, investing and financing
activities of the Company are segregated based on the available information
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Notes forming part of the Financial Statements for the year ended 31 March 2022

Property, Plant and Equipment

Furniture and Fixtures, Leasehold Improvements, Office Equipment, Vehicles, Computers and Others are stated at cost less accumulated
depreclation and accumulated Impairment losses. Costs comprises its purchase price net of any trade discounts and rebates, any import duties and
other taxes (other than those subsequently recoverable from tax authorities), any attributable expenditure on making the assets ready for intended
use,

Depreciation Is recognized so as to write off the cost of assets (other than freehold land and properties under construction) less thelr residual values

over their useful lives , using the Written Down Value method. The estimated useful lives, residual values and depreciation method are reviewed at
the end of each reporting period, with the effect of any changes In estimate accounted for on a prospective basis.

Estimated useful lives of the assets are as follows:

Particulars Years

[

Furniture and Fixtures including AC and Electrical fittings 0
Leasehold Improvements

Vehiclas

6
Office Equipment, 5
8
6

Computers and others

Depreciable amount for assets Is the cost of an asset, less its estimated residual value. The charge in respect of periodic depreciation Is derived after
determining an estimate of an asset's expected useful life and expected residual value at the end of its life. Depreciation on tangible fixed assets has
been provided on the Written Down Value Method as per the useful life prescribed in Schedule II to the Companies Act, 2013.

Depreciation is accelerated on fixed assets, based on their condition, usability etc., as per the estimates of the Management, where necessary.
Depreciation methods, useful lives and residi-al values are reviewed periodically including at each financial year end.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of property, plant and equipment Is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognised in profit or loss.

Intangible Assets

Intangible assets with finite useful llves that are acquired separately are carried at cost less accumulated amortisation and accumulated Impalrment
losses. Amortlsation is recognised on Written Down Value method basis over the estimated useful lives, The estimated useful life and amortisation
method are reviewed at the end of each reporting period, with the effect of any changes In estimate being accounted for on prospective basis.

Software is depreciated over the license period or 6 years, whichever is lower.
An Intangible assets is derecognised on disposal or when no future economic benefits are expected from use of disposal. Gains or losses arising from

derecognition of an intangible assets measured as the difference between the net disposal proceeds and the carrying amount of the asset as
recognised in profit or loss when the asset is derecognised,
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Notes forming part of the Financial Statements for the year ended 31 March 2022

Impairment to Tangible and Intangible Asset

At the end of each reporting period, the Company reviews the carrying amounts of Its tanglble and Intangible assets to determine whether there is
any indlcation that those assets have suffered an impalrment loss. If any such Indication exists, the recoverable amount of the asset Is estimated In
order to determine the extent of the impairment loss (if any). Where it Is not possible to estimate the recoverable amount of an individual asset, the
Company estimates the recoverable amount of the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest
aroup of cash-generating units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment at least annually, and whenever
there Is an Indication that the asset may be Impaired.

Recoverable amount s the higher of fair value less costs of disposal and value in use. In assessing value In use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset
{or cash-generating unit) is reduced to Its recoverable amount, An impairment loss is recognised immediately in the Statement of Profit and Loss.

When an Impalrment loss subsequently reverses, the carrying amount of the asset {or a cash generating unit} Is Increased to the revised estimate of
Its recoverable amount, but so that the Increased carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (or cash generating unit) In prior years. A reversal of an impalrment loss Is recognised Immediately In
profit or loss.

Provisions and Contingencies

Provislons are recognized when the Compaay has a present obllgation (legal or constructive) as a result of past event, It Is probable that the
Company will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision Is the best estimate of the consideration required to settle the present obligation at the end of the reporting
period, taking into account the risks and uncertainties surrounding the obligation. When a provision Is measured using the cash flows estimated to
settle the present obligation, Its carrying amount is the present value of those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, a receivable is recognised
as an asset If it Is virtually certaln that reimbursement will be recelved and the amount of the recelvable can be measured rellably.

'Contingent Liability and Assets :

Contingent liability is disclosed for (i) Possible obligations which will be confirmed only by future events not wholly within the control of the Company
or (iI) Present obligations arising from past events where it is not probable that an outflow of resources will be required to settle the obligation or a
reliable estimate of the amount of the obligation cannot be made. g

Contingent assets are not recognized in the financial statements since this may result in the recognition of income that may never be realized.

Financial Instruments
Financial assets and financlal llabillties are recognised when a group entity becomes a party to the contractual provision of the instruments.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable to the acquisition or issue
of financial assets and financial liabilities (other than financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition, Transaction costs are directly
attributable to the acquisition of financial assets or financial liabilities at fair value through profit or loss are recognized Immediately in profit or loss.

Financial Assets

Initial Recognition

All financial assets are recognised initially at fair value plus, in the case of financial assets not recorded at fair value through profit or loss,
transaction costs that are attributable to the acquisition of the financial asset. Purchases or sales of financial assets that require delivery of assets
within a time frame established by regulation or convertion in the market place (regular way trades) are recognised on the trade date, l.e., the date
that the company commits to purchase or sell the asset.

Subsequent measurement

For the purpose of subseguent ement, financial assets are classified in four categories:
Debt instruments at amortised cost

Debt instruments at fair value through other comprehensive income (FVTOCI).

Debt instruments, derivatives and equity instruments at fair value through profit or loss (FVTPL).
Equity instruments measured at fair value through other comprehensive income FVTOCIL

I
A ‘debt instrument’ is measured at amortised cost if both the following conditions are met:

a) The financial asset Is held within a business model with the cbjective to hold financlal assets In order to collect contractual cash flows
b) The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and interest {SPPI) on
the princlpal amount outstanding.
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A financial asset (other than those stated as amortized cost) Is subsequently falr valued through profit or loss. A gain or loss on a debt Investment
that Is subsequently measured at falr value through profit or loss and Is not part of a hedging relationship Is recognised In profit or loss and
presented net in the statement of profit and loss within other gains/(losses) in the period in which it arises. Dividend income from these financial
assets is included in other income.

Derecognition of financial assets

The Company derecognises a financlial asset when the contractual rights to the cash flows from the asset explre, or when it transfers the financlal
asset and substantially all the risks and rewards of ownership of the asset to another party. If the Company nelther transfers nor retains
substantially all the risks and rewards of ownership and continues to control the transferred asset, the Company recognises its retained interest in
the asset and an associated [liability for amounts it may have to pay. If the Company retains substantially all the risks and rewards of ownership of a
transfe;red financial asset, the Company continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in Its entirety, the difference between the asset's carrying amount and the sum of the conslderation recelved or
recelvable and the cumulative gain or loss that had been recognised In other comprehensive Income and accumulated In equity Is recognlsed In
profit or loss If such gain or loss would have otherwise been recognlsed In profit or loss on disposal of that financlal asset.

Einancial liabilities
Initial Measurement

Financial liabilities are classified and measured at amortized cost. All financial liabilities are recognized initially at fair value and, in the case of loans
and borrowings, net of directly attributable transaction costs. The company’s financial liabliities Include trade and other payables, loans and
borrowings Including bank overdrafts

Subsequent Measurement.
Financial liabilities are subsequently carried at amortized cost using the effective interest method.

f ncial assets

The Company recognises Impairment allowance for expected credit losses (ECL) on Financial Assets held at amortized cost. The Company also
computes the provision for non-performing assets fNPA) as per IRAC norms of RBI. The higher of the twao is recorded in the books,

ECL is the difference between all contractual cash flows that are due to the company In accordance with the contract and all the cash flows that the
company expects to recelve (l.e., all cash shortfalls).

Lifetime ECL are the expected credit losses resulting from all possible default events over the expected life of a financial asset. 12-month ECL Is a
portion of the lifetime ECL which results from default events that are possible within 12 months from the reporting date.

The company assesses at each reporting date whether a financial asset (or a group of financial assets) such as loans and advances and security
deposits held at amortised cost are tested for impairment based on evidence or information that is available without undue cost or effort. Lifetime
Expected credit losses are assessed and loss allowances recognised If the credit quality of the financial asset has deteriorated significantly since
Initial recognition.

The company applies a three-stage approach to measuring expected credit losses (ECLs) for Loan Receivables. No ECL is recognised on equity
Investments.

Measurement of ECLs
Expected Credit Loss is computed as follows = Gross EAD * PD* LGD

The Exposure at Default ("EAD") is an estimate of the exposure (grass carrying amount), at a future default date, taking into account expected
changes in the exposure after the reporting date, including repayments.

The Probabllity of Default ("PD") Is an estimate of the likelihood of default over a glven time horizon. A default may only happen at a certain time
over the assessed period, If the facllity has not been previously derecognised and is still in the portfolio.

The Loss Given Default ("LGD") is an estimate of the loss arising in the case where a default occurs at a given time. It is based on the difference
between the contractual cash flows due and those that the lender would expect to receive, including from the realisation of any collateral. It is
usually expressed as a percentage of the Exposure at Default
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To calculate the ECL, the Company assesses the possible default events of EAD at various Stages. The company has broadly followed the following
approach to compute ECL.

The EAD is categorised based on respective Fast Due status as given below :

Stage 1: 12-months ECL

Ml exposures where there has not been a significant Increase In credit risk since Initial recognition or that has low credit risk at the reporting date
and that are not credit impaired upon origination are classified under this stage. The company has assessed that all standard advances and
advances upto 30 days default would fall under this categary.

For these assets, 12-month ECL are recognized and interest revenue is calculated on the gross carrying amount of the asset (that is, without
deduction for credit allowance).

Stage 2; Lifetime ECL - not credit impaired

Financial instruments that have had a significant increase in credit risk since initial recagnition are classified under this stage. 30 Days Past Due upto
90 Days Is considered as significant Increase In credit risk and classified under this category. For these assets, lifetime ECL are recognized, but
interest revenue Is still calcutated on the gross carrying amount of the asset.

Stage 3: Lifetime ECL - credit impaired

All exposures greater than 90 Days Past due assessed as credit impaired when one or more events that have a detrimental impact on the estimated
future cash flows of that asset have occurred are classified in this stage. For exposures that have become credit impaired, a lifetime ECL is
recognised. Interest revenue is recognized on actual realization in line with prudential norms.

The Company has established a policy to perform an assessment, at the end of each reporting period, of whether a financial assets credit risk has
Increased significantly since Initial recognition, by consldering the change in the risk of defaults occurring over the remalning life of the financlal
assets,

Where there Is significant change In macro- economic conditions warranting reassessment of credit risk and percelved likellhood of Increased
probability of loan defaults, company shall make such additional credit loss provisions in addition to ECL provisions as deemed fit by Audit
commiittee.

The measurement of ECL reflects:

a) An unbiased and probability welghted amount that is determined by evaluating a range of possible outcomes

b) Reasonable and supportable information that is avallable without undue cost or effort at the reporting date about past events and current
conditions.

Write-off
Loans and debt securities are written off (either partially or in full) when there is no realistic prospect of recovery. This Is generally the case when
the company determines that the borrower does not have the financial ability to repay the amounts subject to the write-off.

F tation of all for ECL in the statement of financial position
Loss allowances for ECL In respect of Financial assets measured at fair value through Profit and Loss are presented as a deduction from the gross
carrylng amount of the assets In the statement of financial position.

Earnings per Share

Basic earnings per share Is computed by dividing the profit / (loss) after tax by the weighted average number of equity shares outstanding during
the year. Diluted earnings per share is computed by dividing the profit / (loss) after tax as adjusted for dividend, interest and other charges to
expense of Income relating to the dilutive potential equity shares, by the weighted average number of equity shares considered for deriving basic
earnings per share and the weighted average number of equity shares which could have been issued on the conversion of all dilutive potential equity
shares, Potential equity shares are deemed to be dilutive only if their conversion to equity shares would decrease the net profit per share from
continuing ordinary operations. Potential dilutive equity shares are deemed to be converted as at the beginning of the period, unless they have been
Issued at a later date. The dilutive potential equity shares are adjusted for the proceeds receivable had the shares been actually Issued at fair value
(i.e. average market value of the outstanding shares). Dilutive potential equity shares are determined Independently for each perlod presented. The
number of equity shares and potentially dilutive equity shares are adjusted for share splits / reverse share splits and bonus shares, as appropriate.

Goods & Services Tax Input Credit

Goods & Service Tax Input Credit is accounted for in the books in the period when the underlying Goods and service received are accounted and
when there is reasonable certainty in availing / utihzing the same.

Insurance claims

Insurance claims recoverable are accrued for on the basis of claims admitted and to the extent that the amount recoverable can be measured
reliably and it is reasonable to expect ultimate collection. Claims pending settlement for more than a year are provided for,

Critical Accounting Judgements and Key Sources of Estimation Uncertainity

In the application of the Company's accounting policies which is described in Note 3, the Management of the Company are required to make
judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying ptions are revl d on an ongoing basls. Revislons to accounting estimates are recognised In the period In
which the estimates are revised If the revision affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods.

In particular, Information about significant areas of estimation, uncertainty and critical judgments in applying accounting policies that have the most
significant effect on the amounts recognized in the financial statements are included in the following notes:

(i) Useful lives of Property, plant and equipment (Refer Note 2,10}

{1ty Assets and obligations relating to employee benefits (Refer Note 2.6)

(iil} Valuation and measurement of Income taxes and deferred taxes (Refer Note 2.7

(iv) Impalrment of financlal assets based on Expected Credit Loss model (Refer Note 2,14)
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6{a)

6.1

Cash and cash equivalents

As at

As at

Partlculars 31 March 2021
Amount Rs. in lakhs Amount Rs. in lakhs
(a) Cash on hand 0.35 3.54
{b) Balances with Banks
= In Current Accounts 1,819.66 3,424.69
- In Depaosit Accounts - Free of Lien (original less than 3 1| - -
Total 1,820,01 3,428.23

Bank Balances other than Cash and cash cquivalents

Particulars

As at

1
Amount Bs. in lakhs

Balances with Banks

As at

| 31 March 2021 |
Amount Rs. in lakhs

- In Deposit Accounts - Free of Lien (orainal maturity more than 3 months) 10.92 447.82
- In Current Accounts- Earmarked Unpaid Dividend 8.52 8.52
= In Deposit Acceunts - Under Lien (Refer Note 5.1 belaw) 1,774.98 4,500.16
Total 1,794.42 4,956.50 |

Daposit ts under Hen P oft

Deposits amounting to Rs. 1700.55 lakhs (As at 31 March 2021: Rs, 3536.71 [akhs) have been placed with certain banks for obtaining term

loans.

Deposits amounting to Rs. 0 lakhs (As at 31 March 2021 : Rs. 686.79 lakhs) placed as credit enhancement (cash collataral) towards securitization

transactions.

Accrued interest of Rs.74.43 (As at 31 March 2021 : Rs,266.67) lakhs is added to the amount shown against deposit accounts under lien.

Loans (at amortised cost (Refer Notes below})

as per Ind AS 109,

As at As at
PartEnlpis 31 March 2022 31 March 2021
Amount Rs. in lakhs | Amount Rs. in lakhs
(i) U ed and id i good, unless otherwise stated
Loans 29,916.19 47,049.83
Less : Impairment loss allowance 5,056.20 3,390,15 |
Sub Total 24,859.99 43,659.68
- As at As at
PayaEUlars 31 March 2022 31 March 2021
) Amount Rs. in lakhs Amount Rs. in lakhs
(1) Loan to Staff 1137 11,79
Grand Total 11.37 131.79 |
x As at As at
Particulars arch 2022 31 March 2021
Amount Rs. in lakhs Amount Bs. in lakhs
The Loan Receivables reflected above e Joans to a third
party on in lance with RBI 1 which qualify for derecagnition) u B0.12
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6.3

6.4

Floor of ECL
(a) As at 31 March 2022

{Amount Rs.in Lakhs)

6.2 Disclosure requirements as per RBI circular dated March 12, 2020 having reference number RBI/2019-20/170 , DOR (NBFC).CC.PD.N0o.109/22,10.106/2019-20 as per para 2 of Prudential

Asset classifi Loss allowances Provisions Difference
A sset classification | Gross carrylng amount {provislons) as Net Carrylng required a5 | between Ind AS
skt ation s g AEZnomis as per Ind AS 109 as per Ind AS required under Ind amount per IRACP | 109 provisions and
AS 108 norms IRACP norms
(&) i) (=] [} = =
Farforming 33505 B [GY) E=(C-0) {F) G = [D-F)
Standard Stage 1 23,866,320 560.85 23,305.44 - 560.86
Stage 2 573,50 1347 560.03 - 13.47
Non Performing Assets (NPA) Stage 3 5,6837.57 4,481.87 1,155.70 4,655,30 -173.43
Total [ 3007737 505620  25023.17 | 4,655.30 | 400,90
{a) As at 31 March 2021
{Amount Rs.in Lakhs)
et Loss allowances Provisions Difference
Assct classification | Gross carrying amount (provisions) as Net Carrying required as | between Ind AS
Asset classification as per REX norms as per Ind AS 109 as per AS required under Ind amount per IRACP | 109 provisions and
AS 109 narms IRACP narms
(A) B {€) (D E = (C-D) (F) G = (D-F
Performing assets ) 2l o
Standard Stage 1 40,402.97 460,52 39,942.45 = 460L52
Stage 2 2,314.36 149,80 2,164.56 - 149,80
Non Performing Assets (NPA) Stage 3 447649 2,779.82 1,696.67 1,727.62 1,052.20
Total 47,193.82 3,390,149 43,803,68 173762 1,662,592 |
The Stage wise break of Loons reflected above (Refor Note 6) is given below :
{A] As at 31 March 2022
(Amount Rs, In lakhs}
Loan Recelvablas Stage 1: 0-30 days Stage 2: 31-90 days Stage 3: >90 doys Tatal
1. Loans considered as Qualifying Assets 23.789.49 564.00 5.541.63 29,895.12
Ii, Loans considered as Non Qualifving Assets 76.80 .51 95.54 182.25
Gross Carrying Amount of Loans 23,866,259 573,51 5.637,57 30.077,37 |
Less : Impalrment [oss allowance 560.86 13.47 4,481.87 5.056.20
Net Loans 23,305,43 560.04 1,155.70 25,021,17
(B} As at 31 March 2021
{Amount Rs. In lakhs)
Loan Reccivables Stage 1: 0-30 days Stage 21 31-90 doys Stage 3: >90 days Total
I. Loans considered as Qualifving Assets 39.895.92 2,254.92 4.395.19 46,546.03
il. Loans considered as Non Oualifving Assets 507.05 55.44 8130 647.79
Gross Carrying Amount of Loans 40,402,927 2.314,36 4,476,492 47,193,823 |
Less : Impairment foss allowance 460,52 149.80 2,779.82 3.390.14
Net Loans 39,942.45 2,164,56 1,696.67 43,603.68
cillation of impai It on Loans
Particulars Amount Rs.in Lakhs
Impairment allowance as at 1 April 2020 874.38
Add: provided In of Profit & Loss 3,144.85
Less: Impalrment allowance Utilised for writing off Loss assets 629.18
t as at 31 March 2021
Add: Imp e provided | 2 of Profit & Loss 1,666.05
Less: Impatrment allowance Utilised for writing off Loss assets =
Impairment allowance as at 31 March 2022 5,056.20 |
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6.5 As per RBI guideli an itisation DNER. PD. 008/03,10.119/2016-17 dated Sep
details of securitisation are given below:

ber 01, 2016 updated on April 16, 2018 the

31 March 2022
Particulars L /A

31 March 2021
1 e +

(RS, In [akhs)

(Rs. Inlakhs)

{1} No of SPVs sponsored by the NEFC for securitisation transactions

a.Through Direct asstanment L
b.Throuah PTC

2
4
]

Total =

(i) Total amount of securltised assets as per books of the SPVs
Sponsored (Amount Rs.In Lakhs)
a.Throuah Direct assianment -
b.Through Pass through Ceritificates

80.12
3,084.58

Total -

3,164,70

(ifr) Total amount of expasures ratained by the NEFC to comply with
MRR as on the date of Balance sheet

a) off- sheet
= First loss =

b)On-bal sheet s
- First loss

a. Direct Assignment =
a. Pass through Cerltificates =
= Others [ MRR"1} =

{iv) Amount of exp to lons Other than
a) Off-bal sheet o5
N Exposure to own sceuritizations
= First loss
a, Direct Assianment
a. Pass throuah Ceritificates
= Others
ilJExpasure to third party securitisotions
= First lass -
- Others -
b) an-bal sheet es
|)Exposure to own securitisations
= First loss =
- Others -
11} Exposure to third party securitisations
First loss

]

Others =

6.6 Detalls of Finoncial Assets sold to Securitisation Company

(Amount Rs in Jakhs)

For the Year ended

Particulars 31 March 2022

For the Year ended
31 March 2021

Total number of loan assets securitized during the year
a.Through Direct asslanment (no. of accounts)
b.Threugh PTC (no, of accounts)
Book value of loan assets sccuritized during the year
a,Throuah Direct assignment
b, Threugh PTC
Snle consideration received during the vear
a.Through Direct assignment
b.Through PTC
MFI Loans Subordinated as Credit Enhancement on Assets
Derecoanised
a.Throuah Direct assisnment
b.Through PTC
Gain / (loss) on the t kh d In PEL
a.Through Direct assignment
b.Through PTC
Galn / (loss) on the securitization transactions deferred
a,Through Direct asslanment
b.Throuah FTC
Quantum of Credit Ent p i on the
in the form of deposits
a,Through Direct asslanment
b.Through PTC
Quantum of Credit Enhancement as at year end
a.Throuah Direct assianment
b.Through PTC
Interest spread gnised in the of Profit and
Loss during the Year
a,Through Direct assignmant

I R

48,168

48,168
6,161,93

6,161.93
5,813.64

5.813.64
348.29

348.29

oy o

696,79
696.79
696,79

696.79
7.08
7.08
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S.M.I.L.E. Microfinance Limited
Notes forming part of the Financial Statements for the year ended 31 March 2022

7 Other financial assets (At amortised cost)

Particulars

As at
31 March 2022

As at
31 March 2021

Amount Rs. in lakhs

Amount Rs. in lakhs

(a) Security deposits

(b) Insurance Commission Receivable

(c ) Direct Assignment Incentive Receivable

(d) Retained Interest on Asset Assigned

(e) Interest Spread Receivable on Securitisation

Total

106.68 107.11
0.57 34.70

= 0.95

& 44.41
107.25 187.17

Current Tax Assets (Net)

As at

As at

Particulars 31 March 2022 31 March 2021
Amount Rs. in lakhs | Amount Rs. in lakhs
Advance Income Tax (Net of provision for tax Rs.0 (31 March 311.67 80.30
2021: Rs.351,11 lakhs)
Total 311.67 80.30
Deferred Tax Assets (Net)
As at As at

Particulars

31 March 2022

31 March 2021

Amount Rs. in lakhs

Amount Rs. in lakhs

Deferred Tax Assets (Net) (Refer Note 9.1)
Tatal

1,383.45 1,014.99
1,383.45 1,014.99




S.M.LL.E. Microfinance Limited

Notes forming part of the Financial Statements for the year ended 31 March 2022

9.1 Current Tax and Deferred Tax

(i) Income Tax Expense

Ci has

As at Asat
Particulars 31 March 2022 31 March 2021
Amount Rs, in lakhs | Amount Rs, In lakhs
{2) Current tax in respect of CUFEnt year 140.821 310.70 |
(b} Deferred tax rel to and | of v differences (382.74) (651.251
Total Tax Exp r ised in of profit and loss in respect of (523.56) (340.55)
current year
(ii} Income Tax on Other Comprehensive Income
As at For the year ended
Particulars 31 March 2022 31 March 2021
Amount Rs. In lakhs | Amount Rs. in lakhs
Deferred Tax
Remeasurement of defined benefit cblioation (14.28) (23.80)
Tatal (14.28) (23,80
(iii) Following is the lysis of the deft d tax asset/ (liabilities) presented in the Balance sheet.
{Amount Rs. in Lakhs)
For the Year Ended 31 March 2022
; Charga/{Credit) recognised in
Partl 5 ] B H
cular: ipening Balance Remg:;ffoi:gmﬁ‘ Recagnised in 0CT Closing Balance
Tax effect of items constituting deferred tax assets/deferrad Tax Tiability ¢
Property, Plant and 21.09 2.60 - 18.49
F for Employ fil 145,31 6.80 (14.28) 124,23
P lon for Loan 778.26 (419.74) C 1,198,00
Effectlve Interest Rate on Borrowings 108,08 46,57 - 61.51
|Present Value Discounting of Processing Fee Income {37.51) (18.72) - (18.79)
{Present Value Discounting of Interest spread on Direct Assignment of receivables (0.24) (0.24) 3 -
Taotal 15014.09 (382.74) (14.28) 11383.45
(Amount Rs, in Lakhs)
For the Year En 1 Marc!
ef(C recognised in
Particulars OF in profit Recognised in OCI Closing Balance
Tax effect of items canstitutinag deferred tax assets/deferred Tax labilitv :
Property, Plant and {0.47) (21.56) 5 21,09
P 154,32 (14.79) (23.80) 145.31
Pravisi for Loan Recelvabl 154,53 (623.73) - 778,26
Effective Interest Rate on Borrowings 150.35 42,27 = 108.08
Present Value Discounting of Processing Fee Income (57.44) (19.94) - {37.51)
Present Value Discounting of Interest spread on Direct Assignment of recelvables (13.75) (13.51) (0.24)
Total 387.54 (651.25) (23.80) 1‘014.99
The comp elected to the option p d under Section 115BAA of the Income Tax Act, 1961 as Introduced by Taxation Laws (. di )0 2019, Accord

ly the
for Income Tax for the year ended 31 March 2020 and recognized Its Deferred Tax Assets and Liabllities “based on the rates prescribed In the aforesalg
section. The impact of this change has bean recognized In the Statement of Profit and Loss for the year ended 31 March 2020,
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S.M.I.L.E. Microfinance Limited

Notes forming part of the Financial Statements for the year ended 31 March 2022

11 Other non financial assets

As at 31 March As at
Particulars 2022 31 March 2021
Amount Rs. in lakhs Amount Rs. in lakhs

(a) Deferred Lease rental 0.74 3.68
(b) Balance with Government authorities

(i) Goods and Service Tax Input Tax Credit 35.28 4.66

(ii) Amounts paid under Protest-Income Tax Demand 10.00 10.00

(c) Prepaid expenses 15.54 23.15

(d) Advance to Suppliers 19.81 8.79

(e) Insurance premium receivable from Customer 74.55 71.13

155.92 121.41
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Notes forming part of the Financial Statements for the year ended 31 March 2022

12

i3

13.1

13.2
14

Trade Payables

Particulars

As at 31 March 2022

Amount Rs. in lakhs

As at
31 March 2021
Amount Rs. in lakhs

{a) Total outstanding dues of micro enterprises
and small enterprises (Refer Note 38)

(b) Total outstanding dues of creditors other than
micra enterprises and small enterprises

Total

2.40 2.97
44,57 127.16
46.97 130.13

Debt securities (At Amortised Cost)

Particulars

As at 31 March 2022

As at
31 March 2021

Amount Rs. in lakhs

Amount Rs. in lakhs

Redeemable Non-convertible Debentures

= Secured - 7,039.98

= Unsecured 3,999.85 3,997.11
Total 3,999, 11,057.09 |
(i) Debt securities in India 3,999.85 11,037.09
(1) Debt securitles outside India # 5
Total 3,999.85 11,037.09

Details of Debentures - Secured and Unsecured, Redeemable Non-convertible Debentures (NCD's)- Redeemable
The NCDs are secured by charge on specific loans of the Company.

i As at
B eb":l;::;, s | Facevalue | InterestRate Due date of redemption R | i i 312::;;ch

258 10 12.96% |Maturity Date: September 15, 2021 = = 838.50 |

387 10 12.96% |Maturity Date: September 15, 2021 = = 2,515.50

200 10 15.50% |Maturity Date: July 07, 2022 1 2,000.00 2,000.00

188 10 15.50% |Maturity Date: August 22, 2022 1 1,880.00 1,880.00

12 10 15.50% |Maturity Date: August 22, 2022 1 120.00 120.00

250 10 11.50% |Maturity Date: February 14, 2022 - - 2,500

150 10 14,50% |Maturity Date: December 20, 2021 = s 1,000

Total = 4,000,00 10,854.00

Borrowings (other than debt securities) (At Amortised Cost)

Tl.e Company has not defaulted in the repayment of dues to debenture holders as on 31 March 2022.

Total

Total

As at
Particulars Asat31March 2022| 5y yarch 2021
Amount Rs. in lakhs | Amount Rs. in lakhs
{a) Secured

- Term Loan from Banks 5,053.70 7,694.20
- Term Loan from NBFCs 9,001.67 16,861.00

- Cash credit (12.12) -
{b) Borrowings under securitisation - 3,148.58
14,043.25 27,703.78
Borrowlngs in Indla 14,043,25 27,703.78

Borrowings outside India - -
14,043.25 27,703.78

14.1 The Company has not defaulted in the repayment of dues to Banks and NBFC's as on 31 March 2022.
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14.2 Security on Term Loans from Banks and Others

All loans are secured by hypothecation of Micro Finance Loans, Further, the Company has provided a specific lien on deposits with Banks (Refer (a) below) and
also have deposits with other NBFCs for Term Loans (Refer (b) below)

Particulars

As at 31 March 2022

As at
31 March 2021

Amount Rs, in lakhs

Amount Rs. in lakhs

Total

14.3 Details of Terms of Repayment- Term Loans from Banks and Others

(a) As at 31 March 2022

(a) Deposits with Banks & Others 1,711.47 4,627.50
(b} Deposits with NBFCs . - 50.00
1,711.47 4,677.50

Particulars As at 31 March 2022 Numl;:;::;:l::l‘:ining Maturity
Amount Rs. in lakhs < 1 Year > 1 Year
Base Rate+Spread (Range from 9.25% to 15.15%) 9,611.90 1to 18 6,512.91 3,098.99
Fixed (Range from 10% to 14%) 8.,432.40 1to 18 3,752.14 680.26
TOTAL 14!044.30 10,265.05 3,779.25 |
(a) As at 31 March 2021
As at
™M
Particulars 31 March 2021 N“""I’:;;f Re“‘;'"‘“g i
Amount Rs. in lakhs < 1 Year > 1 Year
Base Rate+Spread (Range from 10.90% to 14,50%) 10,017.86 2to 39 7.817.47 2,200.39
Fixed (Ranqge from 6.43% to 14.90%) © 14,569.7% 2to 24 11,057.43 3,512.36
TOTAL | 24,587.65 | 18,874.90 5.,712.75

14.4 Details of Bank Overdraft from Bank - Secured

(a) The Bank Overdraft facility is secured by hypothecation of Microfinance Loans
(b) The detalls of Interest rate and repayment terms are as follows:

{Amount Rs. in lakhs)

Repayment Terms

Interest Rate

As at 31 March 2022

As at
31 March 2021

|Repayable on Demand

(12.12)

11.60%
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15 Liability for Lease

16

17

18

Particulars

As at 31 March 2022

As at
31 March 2021

() Liability for Lease (Refer Note 33)

11.87

Amount Rs. in lakhs

Amount Rs. In lakhs

43.20

Other financial liabilities

Particulars

As at 31 March 2022

As at
31 March 2021

Amount Rs. in lakhs

Amount Rs. in lakhs

{a) Unclalmed Dividends B.52 B.52
(b) Remittances payable on asslgnment not due - 48.25
(c) Non Solicitation fee payable-Mahasemam Trust 275.00 375.00
(d) Insurance Proceeds payable to borrowers 14.50 14.50
(e) Pavable for Purchase of Capltal Asset - 0.17
(f) Excess interest collected refundable to borrowers - 1.39
Total 298.02 447.83
Provisions

Particulars

As at 31 March 2022

As at
31 March 2021

Amount Rs. in lakhs

Amount Rs. in lakhs

(a) Gratuity Payable (Refer Note 34) 109.10 100.33
{b) Provision for Compensated Absences 314.93 322.74
(Refer Note 34)
{c) TDS Default payable 8.30 #
{d) Provision for Insurance amount receivable 74.55 &
Total 506.88 423.07
Other non financial liabilities
As at
Particulars As at 31 March 2022 31 March 2021
Amount Rs. in lakhs Amount Rs. in lakhs
Statutory dues pavable 69.65 62.96
{2; Ot?ler; . 79.89 187.52
Total 149.54 250.48 |
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19 Equity Share Capital

il As at 31 March 2022 As at 31 Morch 2021
Particulars
Number of shares nmgunk - Number of shares Amount

{2) Authorised

Equlty shares of Rs.10/- each 2,00,00,000 2,000.00 2,00.00,000 2,000,00
TOTAL 32,00,00,000 2,000.00 2,00,00,000 2,000,00
(b) Issued , Subscribed and Fully Pald Up 1,73,39,639 1,733.96 1,73,3%,639 1,733.96
Equity shares of Rs.10/- each

TOTAL 1,73,39,639 1,733.96 1,73,39,639 1,733.96 |
Notes:

(i} Recanciliation of the number of shares and 1at thet and at the end of the reporting vear;

As at 31 March 2022 As at 31 March 2021
Equity Shares Amount Amount
Number of shares Rs. In lakhs Number of shares Rs. In Iakhs
At the beginning of the vear 173,329,632 1,733.96 1,73.39,639 1.733.96
Issued durina the vear - - - -
|Qutstanding at the end of the year 1,73,39,639 1,734 1,73,39,639 1.734 |
(i} Details of shares held by the helding company:
I - As at 31 March 2022 As at 31 March 2021
Class of shares / Name of shareholder e b el % ledlnsg"'i::in class of T 'f:’al':::‘!n:brr::e
Equity Shares of Rs, 10 n.-.::n 1,15,54,639 66.64% 1,15,54,639 66.64%
(ill} Detalls of shares held by each sharehelder helding more than 5% shares:
As at 31 March 2022 As at 31 March 2021

Class of shares / Name of shareholder | Noofsharcshetd | "o holding in thaclass of | g o¢ gpareq potg | % Roléing In the
Equity Shares of Rs, 10 each

DWM Investments (Cyprus) Uimited 1,15,54,639 66.64% 1,15,54,639 66.64%
LDr. S, Gurushankar 27,02,499 15.59% 27,02,499 15.59%)|

{iv) The Campany has only ona class of equity shares having 2 par value of Rs.10, Each holder s entitled to one vote per equity share. Dividends are

pald in Indian Rupees,
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20 Other Equity

As at 31 March 2022

As at

Total

Particulars 31 March 2021
Amount Rs. In lakhs Amount Rs. In lakhs
(a) Securities Premium Account 3,740.20 3,740,20
(b} Statutory Reserve 1,872.41 1,872.41
{c) Surplus in Statement of Profit and Loss 4,136.02 6,275.58
(d) Other Comprehensive Income (OCI) 31.32 (11.14)
9,779.95 11.877.05|

Particulars

As at 31 March 2022

As at
31 March 2021

Amount Rs. In lakhs

{a) Securities Premium Account
Opening balance

Less ; Utilised during the year
Closing Balance

(b) Statutory Reserve
Opening balance
Add: Additions during the year
wess: Utilised / transferred during the year
Closing Balance

(<) Surplus in Statement of Profit and Loss
Opening Balance
Add:({Loss)/ Profit for the year
Less:Transfer to Statutory Reserve
Closing Balance

(d) Other Comprehensive Income (OCI)
Opening Balance
Add: Profit / { Loss) for the Year
Less:Transfer to Statutory Reserve
Closing Balance

TOTAL (a+b+c+d)

Add : Premlum on shares Issued during the year

Amount Rs. In lakhs

3,740.20 3,740.20
3,740.20 3,740.20
1,872.41 1,872.41
1,872.41 1,B72.41
6,275.58 7,163.50
(2,139,56) (887.92)
4,136.02 6,275.58 |
(11.14) (81.90)
42,46 70.76
31.32 (11.14)
5,779.95 11,877.05 |
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21

22

23

24

25

Interest Income

Particulars

As at 31 March 2022

As at
31 March 2021

Amount Rs. In lakhs

Amount Rs, In lakhs

(a) Interest on Microfinance Loans 6,489.13 11,108.65
(b) Interest on deposits with Banks and Financial Institutions 268.81 398.06
6,757.94 11,506.71
Net Gain on derecognition of Financial Instrumentsunder amortised cost category
As at

Particulars

As at 31 March 2022

31 March 2021

Amount Rs. In lakhs

Amount Rs. In lakhs

Net Gain on derecognition of Financial Instruments under amortised cost
category

2.55

7.08

2.55

7.08

Commission Income

As at 31 March 2022

As at

Particulars 31 March 2021
Amount Rs. In lakhs Amount Rs. In lakhs
Insurance commission 54.67 81.36
BC commission 12.43 -
67:10 81.36 |
Other Operating Income
As at
Particulars i 31 March 2021

Amount Rs. In lakhs

Amount Rs. In lakhs

(a) Loss Assets recovered
(b) Gain on sale of current investments in Mutual Funds

Total

18.47 1.61
17.30 18.50
35.77 20.11

Other Income

Particulars

As at 31 March 2022

As at
31 March 2021

Amount Rs. In lakhs

Amount Rs. In lakhs

(a) Profit on Sale of Property, Plant & Equipment
(b) Interest on Staff Loan

(c) Servicer Fee

(d) Incentive on Direct Assignment

(e) Miscellaneous income

(f) Income From IT Refund interest AY 2018-19

Total

0.21 0.03
2.69 4.84
1.00 1.00

13.08 22.69
- 14.16
16.98 42.72
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26 Finance Cost

As at
Particulars AFEEIE MRS 2023 31 March 2021
Amount Rs. In lakhs Amount Rs. In lakhs

(a) Interest on Borrowings

- Term Loans from Banks 939.89 1,369.93

- Term Loans from NBFCs 1,425.20 2,170.27

- Cash Credit 8.72 60.62
(b) Interest on Debt Securities

- Debentures 1,109.83 1,799.58

- Borrowings under securitisation arrangement 96.39 398.05
(c) Other Borrowing Costs

- Processing Fees & Others 20.03 37.18

- Bank Charges 72.57 38.35

3,672.63 5,873.98
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27

28

29

30

Impairment of financial instruments
As at
Particulars AXULEL VNTER RA72 31 March 2021
Amount Rs. In lakhs Amount Rs. In lakhs
Loans (Also refer Note 6.4) 1,666.05 3,144,95
Total 1,666.05 3,144.95 |
Employee Benefit Expenses
As at
. As at 31 March 2022 21 March 2021

Amount Rs. In lakhs

Amount Rs. In lakhs

As at 31 March 2022

(&) Salaries and Wages 2,514.47 2,424.56
{b) Contributions to Provident and Other Funds (Refer Note 34) 165,91 154.57
(c) Staff Welfare Expenses 114.03 87.00
Total 2,794.41 2,666.13 |
Other expenses
As at
As at 31 March 2022 31 March 2021
Amount Rs. In lakhs Amount Rs. In lakhs

(a) Electricity 31.94 26.32
(b) Rent including Lease Rentals (Refer Note 33) 192.95 181.98
(c) Repairs and Maintenance - Building 12.25 25.46
(d} Repalrs and Maintenance - Others 27.61 22,93
(e) Insurance 119,46 50.74
(f) Rates and Taxes 76.14 45,98
(g} Communication Expenses 61.49 49.53
(h) Travel and Conveyance 330.96 221.84
(1) Loss on sale of Property, Plant & equipment - -
(i) Printing and Stationery 24.72 28.60
{k Directors’ Sitting Fees 20.50 17.75
(1) Subscription Fees 1.82 2,30
{m) Corporate Social Responsibility (Refer Note 47) 28.04 53.06
(n} Legal and Professional Fees 175.12 148.08
(o) Software Costs 138.70 135.39
(p) Security Charges 7.20 4,18
(q) Customer welfare Expenses 0.67 1.62
(r } Meeting and Seminar Expenses 7.88 7.94
{s) Filing Fees 0.58 0.69
(t) Vehicle Maintenance 13.78 9.42
(u) Payments to Statutory Auditors’ (net of input tax credit)

- Statutory Audit 16.00 19.25

= Tax Audit 2.00 2.20

- Other Services (Limited Review and Certification) 1.00 21.05
(v) Miscellaneous Expenses 13.24 7.08
Total 1,304.05 1,083.29 |
Exceptional Item

As at

31 March 2021

Amount Rs. In lakhs

Amount Rs. In lakhs

Non Sollcitation Payment (Refer note 49)

Total
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Notes forming part of the Financial Statements for the year ended 31 March 2022

Segment Reporting

The Company is engaged in extending micro credit adh to poor , who are otherwise unable to access finance from the mainstream banking
channels. Based on the "management approach” as defined in Ind-AS 108 - Operating Segments, the Chief Operating Decision Marker (CODM) evaluates the
Company's performance and allocates resources based on an analysis of various performance indicators by the overall business segment, i.e. Microfinance
Loans. As the allocation of resources and profitability of the business Is evaluated by the CODM on an overall basls, with evaluation into Individual categories
to understand the reasons for variations, no separste segments have been identified, Accordingly no additional disclosure has been made for the segmental

revenue, segmental results and the segmental assets & liabilities,

Earnings per shara

Basic and Diluted eamings per share :

The eamings and welghted average number of ordinary shares used In the calculation of basic and diluted earnings per share are as fallows:

and Diluted)

Earnings Per Share {Nos.)

For the Year Ended For the Year Ended
Particulars 31 March 2022 31 March 2021
(a) Net Profit attributable to Equity Shareholders - Rs. in lakhs (Basic (2,139.56) (B87.92)
(b) Weighted average number of equity shares in calculating basic 1,73,39,639 1,73,39,639
(c) Earnings per share - Basic and Diluted - Rs. {12.34}) (5.12)

Leases

(A) Break-up of Current and Non-Current Liabilities

The Following s the break-up of Current and NonCurrent Liabilities as at March 31, 2022

Particulars As at March 31, 2022 As at March 31, 2021
Current Lease Liabilities 11.87 31.33
Non-Current Lease Liabiliues > 11.87

(B) Movement in Lease Liablilities

The foll

ing is the mo t in lease liabilities for the year ended March 31, 2022
Particulars As at March 31, 2022 As at March 31, 2021
43.20 68.96
3,87 7.69
35.20 33.45 |
11.87 43.20

{C) Details of I {Exp gnized in the statement of Profit and Loss :
Far the year ended 31 For the year ended 31
Particulars e
Depreciation expense on right-of-use assets 27.90 27.92 |
Interest expense on lease fiabilities 3.87 7.69
Lease expense on Low Value Assets / Short term assets 192.95 161,98

(D) The table below provides details regarding the contractual maturities of lease labilities As at March 31, 2022 on und

Particulars As at 31 March 2022 As at 31 March 2021
|Less Than one year 11.87 35.20
One to Five Years - 11.92

More Than Five Years

iscounted basis
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34 Employee benefits

34,1 Defined Contribution Plan

{a) The f'j- pany kes Provident and Pension Fund contributions, which is a defined contribution plan, for qualifying employees, Additionally, the Company
also provides, for covered employees, health insurance through the Employee State Insurance scheme. Under the Schemes, the Company Is required to
mrtﬁ:fut: a s‘.!‘::ciﬁed percentage of the payroll costs to fund the benefits. The contributions payable to these plans by the Company are at rates specified in the
rules of the schemes.

(b) Expenses Recognised

{Amount Rs. In lakhs)
For the year ended For the year ended
Partculars 31 March 2022 31 March 2021
Contributions to provident and pension funds 130.76 123.76
Contributions to Employee State Insurance 35.15 30.82
Total 165.91 154,57
34,2 Comp ed Al
(Amount Rs. In lakhs)
For the year ended For the year ended
Bartiolars 31 March 2022 31 March 2021
Included under "Salaries & Wages" (Refer Note
28) (7.81) (2.71)

(Amount Rs. In lakhs)

As at As at
Bt Pk 31 March 2022 31 March 2021
(b) Net liability recognised in the Balance 314.93 322.74
Sheet
Current portion of the above 130.49 123,15
Non - current portion of the above 184.44 199.59

The Key Assumptions used In the computation of provision for compensated absences are as given below:

5 As at As at
Particulars 31 March 2022 31 March 2021
Discount Rate (% p.a) 6.84% 6.20%
Future Salary Increase (% p.a) 6.00% ' 8.00%
Attrition rate:
Upto 30 years 27.00%
Upto grade ot Branch
31 to 44 years 9.40% |Managers 16.00%
Above grade of Branch
45 years and above 1.00% |Managers 8.00%

34.3 pefined Benefit Plans:

The Company operates a gratuity plan covering qualifying employees. The benefit payable Is calculated as per the Payment of Gratuity Act, 1972 and the
benefit vests upon completion of five years of continuous service and once vested it is payable to employees on retirement or on termination of employment. In
case of death while In service, the gratuity Is payable irrespective of vesting. The Company makes annual contribution to the group gratuity scheme
administerad by the Life Insurance Corporation of India.

In respect of the plan, the most recent actuarial valuation of the plan assets and the present value of the defined banefit obligation were carrled out as at 31
March 2022 by M/s KP Actuaries and Consultants, Fellow of the Institute of Actuaries of India. The present value of the defined benefit obligation, and the
related current service cost and paid service cost, were measured using the projected unit cost credit methed.

(a) r gnised in the of profit & loss in respect of the defined benefit plan are as follows :
{Amount Rs. In lakhs)
For the year ended For the year ended
Farteulars 31 March 2022 31 March 2021
Amounts recognised In stat of Profit & Loss In respect of these defined benefit plans
are as follows:
Service Cost
- Current Service Cost 59.30 52,19
- Past Service Cost = -

- Net Interast expense : 6.22 15.85
Components of defined k fit costs recognised In statement of profit or loss (A) 65.52 68.14
Actuarial {gain)/loss on Plan Obligations 56,74 91.82
Diffarence between Actual Return and Interest Income on Plan Assets- (gain)/loss - 2,74
Components of defined benefit costs recognised in other comprehensive income (B) (56.74) (94.56)
Total &73 { 26.42:

(1) The current service cost and interest expensa for the year are Includad In the Note 28 - Employee Benefit Expenses in the statement of profit & loss.
(ii) The t of the net defined benefit liability is included in other comprehensive income,
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(b) The t included in the bal sheet arising from the entity’s obligation in respect of defined benefit plan is as follows :
(Amount Rs. In lakhs)
Particulars Asan As at
_ 31 March 2022 31 March 2021
I. Net Asset/(Liability) recognised in the Balance Sheet
Present value of defined banefit obligation 437.41 454.03
Fair value of plan assets 328.30 353.70
Net Asset/(Liability) recognised in the Balance Sheet (109.11) {100.33)
Current portion of the above - -
Nan current portion of the above (109.11) (100.33)
{c) Movement in the present value of the defined benefit obligation are as follows :
{Amount Rs. In lakhs)
Particulars For the year ended For the year ended
31 March 2022 31 March 2021
ChH in the obligation during the year ended
Present value of defined benefit obligation at the baginning of the year 454,03 477.45
Expenses Recognised in Profit and Loss Account
- Current Service Cost 59.30 52,19
- Past Service Cost - -
- Interest Expanse (Income) 28.13 30.53
Remeasurement gains / (losses)
= Effect of Changes in demographic Assumptions (12.63) 3.09
- Effect of Changes in Financial Assumptions (92.12) {60.95)
- Effect of Experience Adjustments 48,01 {33.95)
Benefit payments (47.31) (14.33)
Present value of defined benefit obligation at the end of the year 437.41 454.03
(d) Movement in fair value of plan assets are as follows :
(Amount Rs. In lakhs)
For the year ended For the year ended
particyie 31 March 2022 31 March 2021
Change in fair value of assets during the year
Fair value of plan assets at the beginning of the year 353.70 228.02
Expenses Recognised in Profit and Loss Account
- Expected return on plan assets 21.91 14.58
Remeasurement gains / (losses)

- Actuarial gains/(loss) arising from changes In financial assumptions - 2.74
Contrbutions by employer (Including benefit payments recoverabla) - 122.69
Benefit payments {47.31) (14.33)

|Fair value of plan assets at the end of the year 328.30 353.70 |
{e) The fair value of plan assets for India at the end of the reporting year for each category are as foll i
(Amount Rs. In lakhs)
As at As at
Particulars 31 March 2022 31 March 2022
Tnvestment Funds with Insurance Company
= Life Insurance Corporation of India 328,30 353.70

(i) The plan assets comprisa Insurer managed funds. None of the assets carry a quoted market price in active market or represent the entity's own transferable
financial Instruments or property cccupled by the entity,

(f) The principal assumptions used for the purpose of actuarial valuation were as follows :

Investment Risk:

The present value of defined benefit plan liabllity.Is calculated using a discount rate which Is determined by reference to the prevailing market yields of Indlan
government securities as at the balance sheet date for the estimated term of the obligations.

Interest Risk:
A decrease in the yiald of Indian govemment securities will increase the plan liability.
Longevity Risk

The present value of the defined benefit plan liability is calculated by reference to the best estimate of the mortaility of plan participants both during and after
their employment. An increase In the life expectancy of the plan participants will increase the plan's liability.
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Salary Risk:

The present valus of the defined benefit plan liability is calculated by reference to the future salaries. In particular, there is a risk for the Company that any
adverse salary growth can result In an Increase In cost of providing these benefits to employees In future.

he principal a mption ed far the purpose of actuarial valuation were as follows ;
As at As at
i 31 March 2022 31 March 2021

Discount rata 6.85% 6.20%
Expected rate of salary Increase 6.00% 8.00%
Withdrawal Rate

Upto grade of Branch Managers 0.00% 16.00%

Above grade of Branch Managers 0.00% 8.00%

Upto 30 years 27.00% 0.00%

31 to 44 years 5,40% 0.00%

45 years and above 1.00% 0.00%
[Mortality 100% of 1ALM 2012-14] 100% of IALM 2012-14]

1. The discount rate is based on the prevailing market yields of Indian Government securities as at balance sheet date for the estimated term of the obligation,

2. The estimates of future salary increases considered takes into account the inflation, seniority, promotion and other relevant factors.

3. In order to protect the capltal and optimize retums within acceptable risk parameters, the plan assets are maintained with an Insurer managed fund
(malntained by the Ufe Insurance Corporation ("LIC")) and Is well diversed.

Sensitivity Analysis

The benefit obligation results of a such a scheme are particularly sensitive to discount rate, longevity risk, salary growth and employee attrition, If the plan
provision do provide for such i on o ement of pension,

The following table summarizes the Impact in financial terms on the reported defined benefit obligation at the end of the reporting period arising on account
changes in these four key parametars:

(Amount Rs, In lakhs)
Impact on the Defined benefit Obligation | 5, (A58t e e

{a) Discount Rate

= Increase by 1% 398.92 422.37

- Decrease by 1% 482.72 490.26
{b) Salary Growth Rate

- Increase bv 1% 482,62 488,84

- Decrease bv 1% 398,29 422,64
(c) Withdrawal Rate

« Increase by 50% 438.53 436.55

- Decrease bv 50% 434,12 485.38
(d) Mortalitv Rate

- Increase by 10% 437.49 453,91

- Decreasa bv 10% 437.31 454,13

These sensitivities have been calculated to show the movement In defined benefit cbligation In isolation and assuming there are no other changes In market
conditions at the accounting date. The sensitivity analysis presented above may not be representative of the actual change in the defined benefit obligations as
it is unlikely that the change in assumptions would occur In isolation of one another as some of the assumptions may be correlated.

Furthermore in presenting the above sensitivity analysis the present value of defined benefit obligation has been calculated using the projected unit credit
method at the end of the reporting period which is the same as that applied in calculating the defined benefit obligation liability recognised in the balance sheet,

There Is no change In the methods and assumptions used In preparing the sensitivity analysis from the prior years.

(h) Effect of Plan on Entity's Future Cash Flows
(i) Maturity profile of defined benefit obligation:

Expected cash flows over the next (valued Amount in Rs. In
on undiscounted basis): lakhs
Within 1 year 55.83
2 to 5 years 134.68
6 to 10 years 145,22
More than 10 years 650,68
(i) Experience Adjustments *
(Amount Rs. In lakhs)
For the year ended For the year ended
A 31 March 2022 31 March 2021
Defined Benefit Obligation 437.41 454.02
Fair valus of plan assets 328.30 353.70
Surplus/{Deficit) {109.11) (100.33)
Experience adjustment on plan liabilities [{Gain)/Loss] 56.74 91.82
|Experience adjustment on plan assets [Gain/(Loss)] - 2.74

* Experlence adjustments related to prior years have been disclosed based on the Information to the extent avallable.
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i Party T tions

Names of Related Partles and Nature of Relationship

Description of Relationship

As at 31 March 2022

As at 31 March 2021

Holding Company

DWM Investments (Cyprus) Limited

DWM Investments (Cyprus) Limited

Key Managerial Persannel of the
Company

Mr. Murali Srinlvas
Managing Director and CEO

Mr. Murall Srinivas
Managing Director and CEOQ

Mr. R Venkatasubramanlian
Company Secretary
Resigned w.e.f. 31st March 2022

Mr. R Venkatasubramanlan
Company Secretary

{Mr-Stresh Rodinall Knshna
Resigned w.e.f. 23rd September

Mr. Prabakaran Thangavelu
Chief Financlal Officer

Mr. Prabakaran Thangavelu
Chief Financial Officer

Mr. Suresh Kodlhalli €rishna

Directors

2021

[Mr, Aleern Remtula

IMr, Bradlev Swanson
Mrs. Indrani Bhagwan Sinah
Mr. V S Padmanaban

Transactions with the Related Parties

Ms, Aparna Eg_gmg IMs. Aparna Sharma
Note: Related party relationships are as identified by the Management and relied upon by auditors

Amount Rs. In [akhs

For the Year Ended | For the Year Ended
ReapRrtIon RERE 31 March 2022 31 March 2021
Mr. Murali Srinivas 62.52 65.78
Managing Director and CEO
Remuneration to Key Managerial E‘;I;r:r akamr;::aangmm 37.22 32,72
Personnel Chief Flnancia] Officer
Mr, R Venkatasubramanian
Company Secretary 18.50 16.27
Reslgnad w.e.f. 31st March 2022
Mr. Suresh Kudihalli Krshna
Resigned w.e.f. 23rd September
2021 1.50 | 5.75
Sitting Fees m 6.00 5.50
ndrani Bl 4.50 :.l}ﬂ
Mr. V S Padmanaban 3.75 2,00
Mrs. Aparana Narendra Sharma__ 4.75 1.00
M. ﬂ;gm]l 5|_1nlga; = o
Epltgre Doin el [Hr. R Venkatasubramanian 5 >
Mir. Murall Srinives - 660
Employee Loan repaid T = 0.60
Mr. Murall Srinivas 0.66
Interast Received on employee Managing Director and CEQ ”
Loan Mr. R Venkatasubramanian 0.06
Cr y Secretary =
Relmbursement of Travelling DWHM Investments (Cyprus) Limited 1.97
|Expenses =
Note:

(a) The Company accounts for costs Incurred by / on behalf of the Related Parties based on the actual involces [ debit
(b) The above compensation to key management persennel excludes gratuity and compensated absences which cannot be

separately Identified from the composite amount advised by the actuary.
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36.2
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37.1

37.2

37.3
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Notes forming part of the financlal statements for the year ended 31 March 2022

Financial Instruments
Capital Managoment

The Company manages capital risk in arder to h prafit by g dfoptimal capital structure. For the purpose of the Company's capltal
management, capital Indudes equity share Capital and Other Equity, Debt Includes term loans from banks, NBFC and debentures net of Cash and bank balances, The Company

monitors capital on the basis of the following gearing ratlo, There Is no change In the overall capital fsk g gy of the C: P to last year,
Gearing Ratlo ;
(Amount In Rs, in jakhs)
As at As at
Exiticulury 31 March 2022 31 March 2021
Borrowings 18,043.10 38.740.87
Cash and Bank Balance (3614431 (8,384,73)]
Net Debt (A) 14,428,67 30,356,14 |
Total Equitv (B) 11.513.91 13.611.01
t Deb! ul o (AfB) 1,35 2.23 |
Categories of Financial Instruments
The carrying value of the financial by @s on 31 March 2022 and 31 March 2021 Is as follows:
i
Carrying Value Fair Value
Particulars As at As at As at As at
31 March 2022 31 March 2021 31 March 2022 31 March 2021
(a) Financial Assets
{1} Measured at amortised cost
= Loans 24,859.99 43.659.68 24,859.99 43,659.68
= Cash and Bank balance 3,614.43 B.384.73 3,614.43 8.,384.73
- Other financial assets 107,25 187.17 107.25 187.17
- Loan afven to staff 11.37 11.79 11.37 11.79
I 28,593,04 5223337 £2.243,37 |
(b) Financial Liabilities :
Measured at amortised cost
- Borrowinas 18,043.10 38.740.87 18.043.10 38.740.87
- g.l:er pavables 44,57 127,16 44.57 127.16
- Other
eni o ey A i SRR

The management assessed that falr value of Loans other receivables, cash and cash equlvalents, other financial assets, trade payables and other financial liabilities
appraximate thair carrying amounts largely due to the short-term of thesa

The falr valuz of the financial assets and llabllities Is Included at the amount at which the could be d in a current transaction between willing parties,
cther than in a forced er llquidation sale,

The amortized cost of the Company’s Intarest-bearing borrowings are determined by using the Effective Interest method, The own non- performance risk as at 31 March 2022
was assessed to be Insignificant.
There were no items of financial assets or finandal llabllities which were valued at falr value as of 31 March 2022 and 31 March 2021.

F Risk Fi k

The Company’s board of directors has overall resy for the and ght of the Company’s risk The Company manages
financial risk relating to the operations through Internal risk reports which analyse exposure by degree and magnitude of risk. These risks Include market risk (including
Interest rate risk and other price risk), credit risk and fiquidity risk. Compliance with policies and exp limits Is by the onacg basls.
Liquidity Risk Management :

Liquidity risk refers to the risk that the Company cannot meet its financtal obligations as they become due. The Comp Its liquidity risk by ing as far as
possible, that It will always have sufficient liquidity to meet Its | abilities when due, under both normal and stressed conditions, without incurring unacceptable Josses or risk to
the C: s rep The Campany g reservas and banking fadlities, and the fo and actual cash Mows by matching
maturing profiles of Ainanclal assets and financlal Habilities in with the app d risk policy of the Cs lly. The Comg bel that
the working capital limits not and {ts cash and cash equivalent are sufficient to meet its short and medium term requirements.

Liguidity and Interest Risk Tables :

Refer Note 41,6 which detalls the Company's remaining contractual maturity for its non-derivative financial llabilities with agreed repayment periods. The contractual maturity
is based on the earliest date on which the Company may be required to pay.

Market Risk

Market Risk Is the risk that the fair value or the future cash flows of 2 finandal will of changes In market factor. Such changes In the values of
fnancial Instruments may result from changes In the Interest rates, credit, liquidity, and other market ges. The C Is d to two types of market risk as
follows:

Interest Rate Risk

Interest rate risk is the risk that the future cash flows of a financial will because of ch in market Interest rates.

We are subject to Interest rate risk, principally because we lend to clients at fixed Interest rates and for periods that may differ from our funding sources, while our borrowings
are at both fixed and variable Interest ratesfor different perlods. We assess and manage our interest rate risk by managing our assets and llabilities. Qur Asset Uability
b C I asset liability management, and ensures that all significant mismatches, If any, are being managed appropraitely.

The Company has Board Approved Asset Liabllity Management (ALM) policy for managing Interest rate risk and policy for determining the Interest rate to be charged on the
loans given.
Price Risk

The Company's exposure to price risk i5 not material and it Is primarily on account of of porary treasury surp in the highly liquid debt funds for very short
durations. The Company has a board approved policy of -nvesting its surplus funds In highly rated debt mutual funds and other Instruments having Insignificant price risk, not
belng equity funds/ risk bearing instruments,

Falr value of financial assets and financial labilities that are not measured at fair value (but falr value disclosures are requirad)

The Management considars that the carrying amount of financial asscts and in the thelr fair values.

Offsatting of financlal assets and financial lfabllitles
The Company has not offset assets and 1]




[S-MT.LE Wicrofinance Limited
Notes formina part of the Financlal Statements for the vear ended 31 March 2022

38 Discl quired under Section 22 of the Micro, Small and Medium Enterprises Development Act, 2006
Based on and to the extent of Inf! by the Company from the supp during the year regarding their status under the Micro Small and Medi
Act, 2006 (MSMED Act), the relevant particulars for the years ended 31 March 2022 and 31 March 2021 are furnished below:
For the Year Ended| For the Year Ended
Particulars 31 March 2022 31 March 2021
Amountin Rs.In | Amount in Rs. In
lakhs lakhs
[Principal amount remaining unpaid to any supplier as at the end of the accounting year, 2,40 297
Interest due thereon remaining unpaid to any supplier as at the end of the accounting year. = =+
The amount of Interest pald along with the amounts of the payment made to the supplier beyond the appointed - -
day
The amount of Interest due and payabie for the year, = =
The amount of interest accrued and remalning unpald at the end of the accounting year, - o
The amount of further interest due and payable even in the succeeding year, until such date when the Interest - -
dues as above are actually paid.
Trade Payables aging schiedule
Gutstanding for followling pariods from due date of payment
Particulars
Less than 1 year _| 1-2 years 2-3 years More than 3 years Total
1) MSME 2.40 5 F - 240
(i) Others 44.57 - 7 - 44.57
(1t} Disputed dues = MSME 3 * N i B
(Iv)Disputed duss - Others - T - i )
Note:
Dues to Micra and Small have been to the extent such parties have been Identified on the basis of Inf i by the
39 G i and Contl;
As at As at
31 March 2022 31 March 2021
Particulars Amount in Rs.In | Amount in Rs, In
lakhs lakhs
A. Contingent Liabllities:
Income Tax (Refer Note (a) below 133.92 133,41
Labour Case (Refer Note (b) below 10.00 10.00
B, Commitments
Estimated amount of contracts remalning to be executed on capltal account and not provided for: . _
{a ) Income Tax:
{1) While completing the Income Tax for the Year 2011-12, the department vide order dated 31 December 2013, demanded an amount of Rs. 2,90,830 on account
of mismatches between TDS credit claimed In return and credit granted In the The Company has filed a u/fs 154 of the Income Tax Act, 1961 to rectify the same,
There has been no further progress in this matter.
(i) Wnile completing the Income Tax far the Year 2017-18, the department via order datad 31 December 2019, demanded an amcunt of Rs. 1,30,50,323
assessing the Specified Bank Notes deposited In excess of cash balance on 08 ber 2016 as i cash credit ufs 68 of the Income Tax Act, 1961. The Company belleves that|

the claim Is untenable and hence, has filed a writ petitior with the Madras High Court against the sald order. The high court has granted an Interim stay on the said petition as on 03
February 2020; The company has paid an amount of Rs. 10,00,000 under protest.

(i) While completing the Income Tax / for the Year 2019-20,the department vide Intimation under Sec143(1) dated 07-07-2020 had ralsed an arder for f5.50,797)
payable as Interest on filing of default return under Sec 234 A, We have submitted a reply to the Income Tax Department against this order. We have yet ta receive a response from the
Department in this matter,

{b) Labour Case:
The ¢ had an il Mr. % on 8th May 2015, He has filed a case in the Labour Court. The company has calculated the back wages to be pald In case of an|

P 1ploy
unfavourable decision.




S,M.ILE. Microfinance Umited
Notes forming part of the Financlal Statements for the year ended 31 March 2022

40 Disclosure Pursuant to Reserve Bank of India Master Direction DNBR. PD. 008/03.10.119/2016-17 updated 16 April 2019

40,1 Customer Complaints *

(a) Ho. of complaints pending as on 1 April 2021 2200
(b) No. of complaints raceived during the year 498
(€} No. of complaints redressed during the year 521
{d) Ko, of complaints pending as on 31 March 2022 >
* As disclosed by the Management and relled upon by the Auditors.
40,2 Details of Regl: fon with Fi Tal s
5,No Regulator Registratlon No.
1 Ministry of Company Affairs U67190TH 1955PLC030604
2 Reserve Bank of India B-07.00537
40,3 Ratings assigned by Credit Rating Agencles
Asat As at
Particulars 31 March 2022 31 March 2021
(Refer Note below) | {Refer Note below)
TICRA] BOE- &
placed on watch with [ICRA] BEE-
developing Negatlve
iaHE] BEB- (CWD)
Long Term Bank Facllities (TRIPLE B Minus) { [CARE] BEB-
under credit watch i eativie
with deveioping iNegatl
lmnllcations)
[ACUITE] B88~ [ACUITE] BBB-
;Negative ;Stable
pla\!:e[da:?t]::tg: ?\'Illl EAREBAR-; Negarve
Long term Nen-Convertible Debentures developing ICRA BBE-; Negetive
implicatians
MFI Grading M2c2 M2c2
40.4 fon of Ad Exp and NPA's
As at As at
g i 31 March 2022 | 31 March 2021
Total Advances and Exposures to twenty largest borrowers Refer Note below Refer Note below
Total Exposure to top four NPA accounts Refer Note below Refer Note below
F of Ady and Exp to twenty largest borrowers to Total Advances of the NBFC Refer Note below Refer Note below
The Ct In the of microfinance providing callateral free loans for fixed amounts ranging from Rs. 5,000 to Rs. 50,000 to women angaglﬁ In varlous Income|
generating activities. As at 31 March 2022, the Company has provided loans to more than 41 lakhs women and hence, the disclosure relating to P and
NPA's are not applicable to the Company.
40.5 Dotails of non-performing financial assets purchased / sold
‘There have been no Non performing assets purchased or sold by the Company as at 31 March 2022 and 31 March 2021,
40,6 Sector-wise NPAs as on 31 March 2022
of NPAS ge of NPAs
to Total A to Total Ad
Sl SRERHR In that sector as on | In that sector as on
21 March 2022 31 March 2021
1 \fl & allied activities 8.10% 7.81%
1 MSME 0.05% 6.63%
3 Corg 0.00% 0.00%
4 Services 4,56% 10.82%
5 L d p loans 0.00% 0.,00%
] Transpart 0.04% 3.39%
7 Othier loans % 12.32%
40,7 isions and C {
For the Year Ended | For the Year Ended
Particulars 31 March 2022 31 March 2021
Amount Rs.in Lakhs|Amount Rs.in Lakhs
Impairment Loss Allowance 1,666.05 2,515.77
P for Income Tax (exduding deferred tax) - 35111




S.M.LL.E. Microfinance Limited

Notes

farmina part of the Financial Statements for the vear ended 31 March 2022

40.8

40.9

40.10
40,11

40.12

40.13

40.14

a1

41.1

41.2

41.4

41.5

Movement of NPAs
Asat As at
SkNo Particulars 31 March 2022 31 March 2021
Amount Rs.in lakhs | Amount Rs.in lakhs
[{1] Net NPAs to Net Advances (%) 3.84% 3.60%
[{}] Movement of NPAs (Gross)
(2) Opening balance 4,476.49 133.53
(b} Net Additions/{deletions) during the year 1,161.08 4,342,956
(¢} Closing balance 5,637.57 4,476.49
()] Movement of Net NPAs
(a) Opening balance 1,696,567 -
{b) Net Additions/{deletions) during the year {540.97) 1,686.67
(c} Closlng balance 1,155.70 1,696.67
w) t of p for undear
financing acﬁvlﬂas
{a) Opening balance 3,390.14 874.37
() Provisions made during the year 1,666.05 3,144.95
(¢} Write-off / write-back of excess provisions = (629.18)
(d) Closing balance 5,056.19 3,380.14
During the year there are ne Instances of Single Borrower Limit (SGL) / Group Borrower Uimit (GBL) g the limit or ding or entire di hich
higher,
During the year company has not given any ad with such as charge over the rights, licenses, authority etc.
I ion Obtalned from Other Fi Ial Sector Reg)
During the year the company has not obtained any registrations from other financial regulators.
Penalties Imposed by RBI and Other Regulators
No penalties Imposed by RBI er Other Regulators,
Investments
As at As at
Particulars 31 March 2022 31 March 2021
Amount Rs.in Lakhs|Amount Rs.In Lakhs
Value of Investments
(i} Gross Value of Investments
{a) In India =i -
(b} Qutside India, - "]
(it} Provisions for Depreclation = -
{a) In Indla - =
(b} Dutside Indla, = =
(lii} Net Value of Investments = "
{a} In Indla - -
) Ouulae znﬂla - -
held ds depreciation on | -
(i) Opening balance = A
() Add : Provisions made during the year -] 3
(41} Less ; Write-off / write-back of excess - -
{iv) Closing balance = =
Derivatives:
The Company has no [ exp n derivatives for all years presented.

Disclosure Pursuant to Reserve Bank of India Master Direction DNER. PD, 008/03.10,119/2016-17 {updated 16th April, 2019)

Capital Adequacy Ratio

Asat As at
Partlculars 31 March 2022 21 March 2021
Amount Rs.in A
Tier I Capital 10,074.44 12,282.3!
Ter II Capital 348,95 360,90
Total Capital 10,423.40 12,643.25
Total Risk Assets 27,916.30 45,797.46
Capital Ratios
Tier I Capital as a percentage of Total Risk Assers (%) 36.08% 26,52%
Tier II Capital as a percentage of Total Risk Assets (%) 1.25%| 0.
Total Capital (%) 37.34% 27.61%
Exposure to Real Estate Sector
As at As at
Category 31 March 2022 31 March 2021
‘Amount Rs.0n Lakhs|Amount Rs.In Lakhs|
a, ect Expostra
(i) Residential Mortgages
Lending fully secured by g on | property that Is or will be occupled by the borrower or that Is _ .
rented
(1) commercial Real Estate -
Lmdng d by clal real estates (office di retafl space, mult-p

mdu-ﬂrnny resldential nundlnos multi-tenanted commercial premises, Industrial or

wmhuusu spaaz, hnlds, land acqg and tlon, etc.). shall also indude non-
fund based limits

(L)) in gage Backed (MBS) and other securitised exposures

a.Residential

b.Commercial Real Estate
Total Exposure to Real Estata Sector

Exposure to Capital Market
The Company does not have any exposure to Capital market as at 31 March 2022 and 31 March 2021

Draw Down from Reserves
Mo Drawdown from Reserves has been nated in the financial years ended 31 March 2022 and 31 March 2021

Overseas Assets (for those with Joint Ventures and Subsidiaries abroad)
There are no overseas assets of the Company as there are no Joint Ventures and subsldlaries abroad

Off-hal.

Sheet SPVs sp

There have been no off- balance sheet SPVs sponsered by the Coinpany during the financlal years ended 31 March 2022 and 31 March 2021




sjuawsanug

ZO'EGT LY

{sueo sduBUly

£ 0} 1ead T 1900

T 03 sijjjuaiu g 18D

9 o3dn syjuows g 19A0

sijjuowl Z I9AQ

yjuow U JBAO

TE—0E03Aep T

H £8°L069 81°ZEL'TT LLSTH'OT 0S'¥IS'y ETERL'Y ££7088'8 0.511A) S3IUBADY
53}assy
00'PS8’0T - 00'000't SLLS0'y 05'881'T 00°0SE - [TATA-Tal o sBuimoLlog Jesel
* 1 ) S i M r S ueg
S9'L85'bZ - SLETL'S ££°518'01 L6°G88'E SP1EG'T EFPIT'T [AATAAN o Lu"_w_w%;mov_tom
sapijiqen
THUoW 2u0)
sieal sieal Jeal siypuow syjjuow £ o3dn syjuow Z o3 L
0,
Iejol sieak g Jangp ok e i sAep sie[nanled

(suyye ur'sy Junowy

117207 YRRl TE 10 Se Sspijiger] pue SJassy Jo SWwayl Uielad jo uisned AlUnien

LE'LLO'OE

(sueo aoueuld

£ 03 1eak T J8n0

T 0] syjuowl g A9AQ

9 o3dn syjuow g 9N0

siyjUoW Z J9A0

{juowl BUO J2A0

JE-QEO3Aep T

- - 98'€22'9 09'9€L'L 6L70%'S £0'6£0'Z £9°800° 79999 Pusardliscis
5]a955Y

00'000'% - - - = 00°000°F = 4 sBUMOoL10g 13Xl

" u
0E'bbO’pT - . ST'6LL'E z6'sS8'E 88°186'T 60"v6L p5'589 29°Lv6' Ee...wu"_wum_..;mutﬁ
SoMaen
CHIITERT)
sieal siesh Jeal Syjuow syjuow £ ojdn Syjuow g 03
0,
1ejoL siead g d8ng 503 sieah £ 1500 m_.ﬁﬂuu siejnonlied

(sSLpIET UPsH JUNOoLWY)

12707 UdIBlY TE 18 SB SIIMIGer] pue SISy JO SLIa)| UIg3Lan jo ualied AJnien

(a)

(e)

juswobeuel Ajjiqer] 39ssy  9'TY

2202 Yoiel TE PIpus JEaA al) 10j SJUSLUDIES [RIOUEY

14 913 jo Med Gujunio) Sa10N

po3IuI] SOUBULCDIW "3 T'T'W'S|




[EMI.CE Microfinance Limited

(a) Loans where Assets have been Repossessed
(b} Loans cther than (a) above

Notes g part of the Fi ial 5 for the year ended 31 March 2022
42 Discl L tof ph 13 of N Financial (Non-Deposit Accepting or Holding) Companies Prudential Norms (Reserve Bank) Directions, 2016):
. !.Arnount Rs.in Lakhs)
As at 31 March 2022 As at 31 March 2021
S.No Particulars %)
C q o o dl 0
ah ']
1 |Loans and Advances avalled by the NBFC
of interest plints But not
paid:
{a) |Debentures (Refer Note Below)
- Secured = - 7,039,98 =
- Unsecured 3,999.85 - 3,997.11 -
({other than falling within the meaning of public
deposits)
(b) |Term Loans (Refer Note Below) 14,055.37 24,555.20
(c) [Inter-Corporate Loans and Borrowings - -
(d) |Commercial Paper - - - 2
(el |Finance Lease oblinations - -
() |cash Credits - - - -
Note: Includes Interest Accrued but Not Due on Debentures amounting to Rs.1.7 Lakhs (As at 31 March 2021 : Rs.200.18 Lakhs) and Term Loans amounting to Rs. 71.73 Lakhs (As at 31
March 2021: Rs. 68.18 ).
(Amount Rs.in Lakhs)
o o i
S.No Partlculars as at asat
31 March 2022 31 March 2021
Assete:
2 Break-up of Loans and Ad\ including Bills Recelvables [other than those included in (3) below] :
(a) |Secured ” .
{b) |Unsecured 30,160.59 47,479.25
3 |Break up of Leased Assets and Stock on Hire and Other Assets is AFC activith
{1} |Lease Assets including Lease Rentals Accrued and Due:
(a) Rnancial Lease = =
(b) Operating Lease - £
(1) |Stock on Hire including Hire Charges under Sundry Debtors:
{a) Assets on Hire T -
(b} Repossessed Assets = 2
{lil) |Other Loans counting towards AFC Activitles




[S-M.ILE. Microfinance Limited
Motes forming part of the Fi jal for the year ended 31 March 2022

{Amount Rs.in Lakhs)

- A qi
S.No Particulars as at as at
31 March 2022 31 March 2021

4 |Break-up of Investments

Currant Investments .
I |Quoted:

(I} |Shares: (a) Eguity 4 =
{b} Preference - -
{ll) |Debentures and Bonds - -
(1) |Units of Mutual Funds - -
(v) |Government Securities - -
{v) |Others (please specify) -
II  |Ungquoted: )

() |Shares: (a) Equity - -
{b) Preference - -
{Il) |Debentures and Bonds. 1 - a
(i) |Units of Mutual Funds - =
{lv) |Govemment Securities - -
{v) |Others (please specify) "

Long Term Investments
I |Quoted:

{1} |Shares: (a) Equity =
(b} Preference =
(i) |Debentures and Bonds =
(M) |Units of Mutual Funds -
(W) |Government Securities -
(v) |Others (please specify) -
II  |Unquoted: ®
(1) |Shares: (a) Equity = =
{b) Preference = #
() |Debentures and Bonds = =
{ill) |Units of Mutual Funds £ =
{iv) |Govemment Securities = =
{v) |Investment In Pass Through Certificates - -

(R

(Amount Rs.in Lakhs

Borrower Group-wise Classification of Assets Financed as In (2) and (3) above

As at 31 March 2022 As at 31 March 2021
{Net of Provisions) (Net of Provisions)

Category

Secured Unsecured Secured Unsecured

1 Related Parties
(a) Subsidiaries - - - -
{b) Companies In the same Group - - - =

{c) Other Related Parties - - - u

2 |Other than Related Parties ) 25,104.39 o 44,089.10

Total = 25,104,359 = 44,088.10

{Amount Rs.In Lakhs)

Market Value /
Investor Group-wise Classification of all Market Valun / Break Broak up Valuc or

Gt gt g b bt Tuahaces up Yalis ar Fai‘: Value Book Value ason Falr Value or Net Book Value as on
6 and Securities (both Quoted and Unquoted) : :r Net Msa.:ge“ 31 March 2022 Pl g g
¢ °""s’:'1|“.‘:cn 2022 (Company's Share)
o as on 31 March 2021

Category

1 d Parties
{a) |Subsidiaries - - - “
(b) |Companies In the Same Group - = =
(c) |Other Related Partles - - - i

2 |Other than Related Parties - - - -
(Refer Note Below)

Total = = = =

As at 31 March 2022 As at 31 March 2021
R Amount Rs, In Lakhs Amount Rs. In Lakhs
B LR R L L R

Other than Related Other than Related
Partles Related Parties Partl

- 6.49
1 |Gross Non-Performing Assets - 5.,637.57 447
(1) |Net Non-Performing Assets - 1,155.70 - 1,595.r:?
(il |Assets Acquired in Satisfaction of Debt = =

7 Other Information
Related Parties




15.“ LL.E. Microfinance Limited

Notes forming part of the Financial Statements for the year ended 31 March 2022

(a)

(b}

(a)

(b}

Current Year

43 Loan Portfolio and Provision for Standard and Non Performing Assets

Asset Classification

Loan Outstanding as at
31 March 2022 (Gross)
Amount in Rs, Lakhs

Provision as at
31 March 2022
Amount in Rs in Lakhs

Loan Qutstanding as at
31 March 2022 (Net)
Amount in Rs. In Lakhs

Receivables under Financing Activities (Including securitised

assets)
Standard Assets 24,439.80 574.34 23,865.46
Non - Performing Assets 5,637.57 4,481,87 1,155.70
Total 30,077.37 5,056.20 25,021.17
Previous Year

Loan Outstanding as at Provision as at Loan Outstanding as at

Asset Classification

31 March 2021 (Gross)
Amount in Rs. Lakhs

31 March 2021
Amount in Rs in Lakhs

31 March 2021 (Net)
Amount in Rs. In Lakhs

Receivables under Financing Activities (including securitised

assets)
Standard Assets 42,717.33 610.33 42,107.00
Non - Performing Assets 4,476.49 2,779.82 1,696.67
Total 47,192.82 3,390.15 43,803.67
Changes in Provisions
Current Year
Amount Rs.in Lakhs|
% As at As at
Particulars 1 April 2021 Provision for the Year Utilization/ Reversal 31 March 2022
Loans 3,390.15 1,666.05 = 5,056.20
Total 3,390.15 1,666.05 s 5,056.20
Previous Year
Amount Rs.in Lakhs
Particulars 5 n::la_‘:ozn Provision for the Year Utilizatlon/ Reversal 31 March 2021
Loans 874.38 3,144.95 (529.18) 3,390.15
Total 874.38 3,144.95 (629.18) 3,390.15
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a)

b)

45.1

Disclosures of Fraud

Current Year
Mare than Rs. 1 lakh Less than Rs. 1 lakh
Category ber of in Rs. Numberof | A tIn Rs.
Instances In Lakhs Instances In Lakhs
Embezziement of Cash
- By Employees NI wil 7 1.61
- By Others
Total - - 7 1,61
Pravious Year 2020-21
More than Takh €55 than Rs. 1 [0
Category Number of tin Rs. Number of A tin Rs,
Instances In Lakhs Instances In Lakhs |
Embezziement of Cash 2
= By Employees NIl il 5 0,23
- By Cthers
Total - - 5.00 0.23
Note:

The abeve summary Is prepared based on the

fable with the C:

and relied upon by the Auditors.

Disclosure as required under Reserve Bank of India Master Direction DNBR. PD. 008/03,10,119/2016-17 (updated 16th April, 2019)

Net Interest Margin during the Year:

partiuias o e
ge Interast (a) 18,17% 19.64%
Average effective cost for borrowing Interest (b) 13.33% 13.48%
Net Interest Margin (a-b) 4.84% 6.16%

The pe interest rep: the

rate at which loans have been disbursed to the customers for the year ended 31 March 2022 and 31 March 2021

The Average Interest cost of borrowings of the Company for the years ended 31 March 2022 and 31 March 2021 has been computed based on the monthly borrowing cost
(Including Interest, upfront processing fee pald and other charges) divided by the il hly bat of ding b
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46  Discl of Tr ions P to Regulation 34(3) of SEBI (LODR) Regulations, 2015:
As at 31 March 2022 As at 31 March 2021
Amount in Rs. In Lakhs A t in Rs. In Lakhs
Maximum
S.No Loans and Advances in the nature of Loans Amaount Maximum
Amount o Amount Amount
= utstanding bt "
OQutstanding during the o
year during the year
(a) |From Helding Company:
(b) |[To Fellow Substdiarias
- No Fellow Subsidiaries during the Current Year - - - -
(c) |To Assoclates
= No Assoclate during the Current Year - - - -
(d) [Where there is
- No Repayment Schedule " = - -
- Repayment Schadule beyond seven years - - - -
= No Interest - - * =
= Interest below the rate as specified in section 186 of
the Companies Act, 2013 - - - -
To Firms / Companles In which directors are Interested
(€} |(other the (a) and (b) above)
Investments by the Loanee In the Shares of Parent
@ |c pany and diary C Y 3 ¥ # i
47 Corporate Social Responsibility (CSR)

49

As per Section 135 of the Companies Act 2013. the company Is ruqulrnd to spend Rs. 28.04 [akhs (Previous year: Rs, 52.58 lakhs) (2% of the average net profits of the|

Company made during the three dlat | years) 45 CSR activitles for the financial year 2021-22, Break up for the same Is as follows:
1) Gross Amount mquirad to be spent during the ﬁnandal vear 2021-22 - Rs. 28.04 lakhs (Previous year- Rs, 52,58 lakhs)
i) Amount spend CSR as per C SR Policy @ Rs, 28,04 [akhs (Previous year- Rs. 53.06 lakhs)

Ill) Unspent amount as on March 31, 2021: N [P:evlwsYear- NIL)

Statutory Reserve

As per Sectlon 45-IC of the Reserve Bank of Indla Act, 1934, the Company Is required to create a reserve fund at a rate of 20% of the net profit after tax of the Company
every year. Considering the fact that there is net loss this year no amount is transferred to the statutory reserve as required under Section 45-1C of Reserve Bank of Indla
(RBI) Act, 1934.

Disclosures ns per Notification dated 24th March 2021

Pursuant to the Notification dated 24th March 2021 the following disclosures are being made.
1) The Cempany has filed Stock Statements In all cases duly certified by C.A. and other applicable returns/ a5 req by the lenders wherever applicable.

1} The Company has filed/satisfied the Charges with ROC within stipulated timelines

ity All other disclesures are not applicable,
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51

52

(i)
53

54

55

56

57

58

59

60

61

62

63

64

(i) Expenditure incurred in Foreign Currency

The company had sanctioned fresh loans which are utilized for the credit in existing NPA accounts towards repayment which was also
mentioned in the RBI Risk Assessment Report dated 4th March 2022.

There was a second wave of COVID-19 during April 2021 to June 2021 and regional lock downs were imposed and were relaxed
gradually and conditions improved subsequently. Consequently, company’s management took a decision to grant deferment of
collection of principal and interest to all its borrowers for the period May 2021 and June 2021 and has not considered this period for
NPA Classification purposes. The company had granted this benefit based on the approval of MD & CEO pending ratification of the
Board of Directors.

The purchase consideration received towards slump sale is inclusive of the loan portfolio which has since been realized (Read with Note
No. 58).

For the year ended For the year ended
Particulars 31 March 2022 31 March 2021
Amount in Rs. Amount in Rs.

Reimbursement of Travelling Expenses - 1,96,841

The Company did not have any unhedged Foreign currency exposure as at 31 March 2022 and 31 March 2021 and the Company did
not have any derivatives.

The company has made a provision for Expected Credit Loss as on 31st March 2022 based on the management's estimate for
calculation which works out to Rs. 50.56 Crores.

The company has disbursed loans to its borrowers who do not meet the eligibility criteria as per the RBI Master Directions for NBFC-
MFIs and has disbursed loans to borrowers whose total indebtedness is more than Rs. 1,25,000 and to borrowers who has household
annual income more than Rs. 1,25,000 in case of rural areas and Rs. 2,00,000 in case of semi urban and urban areas. The likely
impact if any, of the same in the Financial Statements is not ascertainable and is not substantial.

The company has capitalized the interest pertaining to the period from June 2020 till August 2020 for the moratorium availed accounts
during the month of September 2020 and has reversed the same for the accounts that have become NPA during the year ended 31st
March 2021 amounting to Rs. 2.94 Crores as a prudent measure. Subsequently, as per the RBI Circular, the reversed moratorium
interest has been recognized as Interest Income in the Financial Statements as on 31st March 2022,

The Company has entered into a Business Correspondent Agreement with Morthern Arc as on 1st February 2022 whereby the company
sources borrowers to Northern Arc Capital Limited and acts as servicer for the loans and charges service fee on the processing fee
collected and interest collected on such loans.

Implementation of the requirements of the RBI Circular No. RBI/2021-2022/125 dated November 12, 2021 “Prudential Norms on
Income Recognition, Asset Classification and Provisioning pertaining to NPA Marking and Upgradation of NPA Accounts” is yet to be
complied as the RBI has extended the date of compliance till 30th September 2022.

The company has entered into a Business Transfer Agreement with Northern Arc Capital Limited as on 22nd February 2022 whereby
the company sells its Assets and Liabilities (as per the agreement) to Northern Arc Capital Limited on a slump sale basis for a purchase
consideration of Rs. 115 Crores (as per the agreement) and the same has been finalized and transferred as on 12th April 2022.

Interest accrued and due and not paid by the borrowers has been arrived at based on the system generated report and difference of
Rs. 0.18 Crores between the interest accrued and due and not paid as per the portfolio dump and the system generated report is being
reconciled. The income has been recognized as per the Software Generated Report as a conservative measure

The Company had entered into a non-solicitation agreement dated 20th March 2020 with Mahasemam Trust and based on the valuation
from a SEBI approved valuer, the consideration agreed in the agreement was Rs. 5.50 Crores and the same was booked as an
exceptional item in the FY 19-20, of which Rs. 0.25 Crores was paid in FY 19-20, Rs. 1.50 Crores was paid in the FY 20-21 and Rs. 1
Crore was paid in FY 21-22 and the balance Rs. 2.75 Crores was paid on 8th April 2022.

Gratuity Trust Financials were not audited since the Financial Year 2007-08. Management obtains actuarial valuation and maintains
funds with LIC accordingly.

Disclosure pursuant to RBI Notification — RB1/2020-21/17 DOR. No. BP. BC/4/21,04.048/2020-21 dated August 06, 2020 ("Resolution
Framework for COVID-19 Related Stress") is not applicable as the Company has not restructured any loan accounts during the previous
year,

Disclosure pursuant to RBI Notification = RBI/2021-22/31 DOR . STR. REC. 11/21.04.048/2021-22 dated 5% May 2021 - Resolution

Framework - 2.0: Resolution of Covid-19 related stress of Individuals and Small Businesses is not applicable as the Company has not
restructured any loan accounts during the year.

Previous vyear's figures have been regrouped/ reclassified wherever necessary, to correspond with the current year's
classification/disclosure.

"In cerms of our report of even date attached For and on behalf of the Board of Directors of S.M.LL.E.

For P.B. Vijayaraghavan & Co." Microfinance Limited

Partner
M.No.020309

Place : Chennai Place : London Place : Bang
Date : 12-Sept-2022 Date : 12-Sept-2022 Date : 12-

5
W -
Raja ; Samuel .T. Prabakaran

Director Chief Financial Officer
DIN - 00554309 DIN - 0258649




FAIR PRACTICES CODE

Ihe Company shall abide by this “FAIR PRACTICES CODE"
a5 aplecaDIe to the pusiness of prowding microfinance
services to its WOMEN members. In order to enhance value
and relevance to the Borrowers, this CODE would be
subjected to review from time to time. Suggestions for
improvement are expected from all quarters.

1. LOAN APPLICATION - PROCESSING

Application forms for loans will include terms &
conditions of the loan ard the decuments required
to be submitted.

Applicant who has completed Group Recognition
Test and submitted KYC documents to the
satisfaction of the Company will be eligible to
submit application for loan.

Receipt of completed application forms will be duly
acknowledged.

All loan applications will be dispesed off within a
period of 4 weeks (or such extended time as
mutually agreed upon) from the date of receipt of
duly completed loan applications e, with all the
requisite information and related documents.

Loan sanction letters incorporating all terms of
sanction will be issued to members as & when
sanctioned,

2. LOAN APPRAISAL AND TERMS/ CONDITIONS

In  accordance with Company's prescribed
assessment procedures, each loan application will
be appralsed based on Company's guidelines viz.
purpose, attendance at centre meetings, past
repayment record, current Income and repayment
capacity

The sanction of loan along with the terms and
conditions thereof |s conveyed to the Applicant in
writing,

3. DISBURSEMENT OF LOAN

Disbursement of loans sanctioned shall be made
only on compliance of terms and conditions
including execution of lean documents governing
such sanction.

Any change in the terms and conditions, including
disbursement schedule, interest rate and
processing charges, will be notified to the Borrower.

Changes in interest rates/processing charges will
be effected prospectively only.

Company shall intimate the terms & conditions and
interest rate to the borrower in the form of a pass
book sheet.

Company shall frame internal principles and
procedures to determine and adopt interest rates

and other charges and ensure that they are not
excessive.

4. POST DISBURSEMENT

A decision to recall/accelerate payment or
performance shall be as per loan agreement
entered into with the Borrower,

In the course of recovery, Company would not resort
to harassment and avoid any conduct suggestive of
any threat or violence.

Company shall conduct itself decently when its
Authorized Persons visit the Borrower's place in
case of need to recover dues and such calls will
generally be between 0700 hours and 1800 hours,
and shall also avoid |visiting at odd
hoursj/inappropriate/calamitous occasions.

A repayment heoliday equivalent to the frequency of
repayment (Weckly / Fortnightly / Monthly) from
the date of disbursement will be permitted and the
collection will start from the subsequent centre
meetings.

5. GRIEVANCES - REDRESSAL

In case of any complaint/grievance from the
Applicants/Borrowers, Company's Officials  will
respond to redress it within 4 weeks and in case of
dissatisfaction, they can take it to higher level for
redress.

Contact details of Company officials are
prominently displayed at offices for the benefit of
loan applicants / Borrowers.

Company officials from Corporate Office and
Controlling offices will make regular visits to
interact with Centre/Group Leaders and lcan
Applicants/Borrowers to attend to complaints /
grievances and ensure redresszl.

6. ASSURANCE

The company would refrain from interference in the
affairs of the Borrower except for what ic provided in
the terms and conditions of loan sanction
documents (unless new information, not earlier
disclosed by the Barrower, has come to the notice
of the Company as ‘lender’).

The Company will not discriminate between the
loan applicants on the basis of gender, caste or
religion

The Company is taking care to prevent
inappropriate staff behaviour & also ensure timely
arievance redressal.

The Company will always adhere to the Principle of
being transparent and fair lending practices.



UNCLAIMED DIVIDEND

Dear Shareholders,

As per the applicable provisions of the Companies Act, all unpaid / unclaimed dividends are required to be transferred by
the Company to the Investor Education and Protection Fund (IEPF) established by the Central Government after
completion of seven years. Further, the Rules mandate that the shares on which dividend has not been paid or claimed
for seven consecutive years or more be transferred to the IEPF.

Details of unclaimed dividends and their corresponding shares that may be liable to be transferred to the IEPF:

—_— Type of Dividend per Date of Due date for Unclaimed amount as on
dividend share declaration transfer to IEPF March 31, 2021
Interim 5 og™" september,
2015-16 Dividend . 035 01 August 2015 5022 852342.05

Full details of such unpaid / unclaimed dividends are regularly updated on the website of the Ministry of Corporate Affairs
as well as the website of the Company (www.smileltd.in)

In case you have any unclaimed/ unpaid dividend in respect of the financial year mentioned above, please write to us /
our Registrar and Share Transfer Agent at the following address for claiming the amount.

Registrar and Transfer Agent
Cameo Corporate Services Limited
Subramanian Building,

No.1, Club House Road,

Near Spencers Signal on Anna Salai,
Chennai- 600 002,

DISTLEOL W LIMI G ST TEHEH 5,

B CIEUEUT U6 & LD WM oh QuTmhhHssdnlgw efEseflsruig, QasmB SssULLTS [ LRGSTITSETTE QUM ISQSTETETLILLTES {en6rsHs
FEYSRSTENSSEEBLD (Dividend) DM MID HeuDTE QSTLTLMLI UMIGSSHEHLD (L) JL60H\&6T (7 years) MlemmeuenLhs LNsmery W&SIw
TEFTeU Blopeuiul L wWgeflLmemy sevell nmmib umsismiy Bl& 6@ (£.6).1 ers ) oL GeusttnpLD.

UM ST ITEETTe0 Qb mid Q& merar UL mE meysels mens (Dividend) ommnd eqeudnfl6ir Qs M LenL W Uil @Gsener [EPF &@ wmhmOu@Gim
G DD el ey ST

2u,e00r(H FeySagmans uller (D LRIGS G 206055 G55  |IEPF &@ wmmmuu@n 656 g 31, 2021 queniy
U TS0 ST QUMD USHG& eI LIL TS
oSO STen s
2015-16 QLG &me) X.0.35 01 gysenl 2015 08 Qe bur 2022 852342.05
6y HE HITem S

AGHMEBW QHETOSHEUULTS /[ URIGSTITSETTN  QUOISQSETETETUULTS FeyStsmanssafler (Dividend) @) elleurmisesid
QuU@BleuET  NUETT  UNFFHESTIHT  UMUSSTHESID, HOICLISEGT UMSHTEHID  (wwwsmileltdin)  Q&TLIGHS
&I &a 0 L@ e erment.

GG GO (B erer @I wimedtmq Ha mer QUM mISEE&ETETeTUL TS FeysS6 s mens (Dividend) @) @mHEme), SWENCFILS 6T & EHHE / 6T HIS6T
‘Lgleurer Wb mh kg Lilorbo WeemEE' (Reaistrar & Transfer Agent) Bléreumid (W seuil&E@ Qsilellssanb.

uBeurmeny Mo Lk uflbrHm Weseurr
GaIGWT STIUUCTL sraiFev sllblGL L,

S UL gwesofluedr L9 6iTig.m, eretor 1,

6T QU6 6TV FITEBIGY, SN ETITEOOTIT &FITETIEY,
QEFeiTemenT- 600002 SUIPHTH.



