

















Auditors Report



We have audited the attached Balance Sheet of SKS Microfinance Limited (‘the Company’) as at March 31, 2010 and also the Profit and
Loss Account and the Cash Flow Statement for the year ended on that date annexed thereto. These financial statements are the respon
sibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

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

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

Further to our comments in the Annexure referred to above, we report that:

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

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

ii. The Balance Sheet, the Profit and Loss Account and the Cash Flow Statement dealt with by this report are in agreement
withthe books of account;

iv. In our opinion, the Balance Sheet, the Profit and Loss Account and the Cash Flow Statement dealt with by this report comply
with the accounting standards referred to in sub-section (3C) of section 211 of the Act;

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

Vi. In our opinion and to the best of our information and according to the explanations given to us, the said accounts give the
information required by the Act, in the manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India;

a) in the case of the Balance Sheet, of the state of affairs of the Company as at March 31, 2010;
b) in the case of the Profit and Loss Account, of the profit for the year ended on that date; and
C) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.
Sd/-

For S. R. Batliboi & Co.
Chartered Accountants
Firm registration number:- 301003E

Sd/-

per Viren H. Mehta

Partner

Membership No.048749

Place: Mumbai
Date: May 05, 2010



(i

(i)

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

(b) All fixed assets have not been physically verified by the management during the year but there is a regular programme of
verification which, in our opinion, is reasonable having regard to the size of the Company and the nature of its assets. As
informed, no material discrepancies were noticed on such verification.

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

The Company is a Non-Banking Financial Company (‘NBFC’) engaged in the business of giving loans and does not maintain any inven
tory. Therefore the provisions of clause 4(ii) of the Order are not applicable to the Company.

() As informed, the Company has not granted any loans, secured or unsecured to companies, firms or other parties covered
in the register maintained under section 301 of the Act. Therefore, the provisions of clause 4 (jii) (a) to (d) of the Order are not
applicable to the Company.

(b) As informed, the Company has not taken any loans, secured or unsecured from companies, firms or other parties covered
in the register maintained under section 301 of the Act. Therefore, the provisions of clause 4 (i) (e) to (g) of the Order are not
applicable to the Company.

In our opinion and according to the information and explanations given to us, there is an adequate internal control system commensurate
with the size of the Company and the nature of its business, for the purchase of fixed assets and for rendering of services. The activities
of the Company do not involve purchase of inventory and the sale of goods. During the course of our audit, no major weakness has been
noticed in the internal control system in respect of these areas.

() According to the information and explanations provided by the management, we are of the opinion that the particulars of con
tracts or arrangements referred to in section 301 of the Act that need to be entered into the register maintained under section
301 of the Act have been so entered.

(b) In respect of transactions made in pursuance of such contracts or arrangements exceeding value of Rupees five lakhs entered
into during the financial year, because of the specialized nature of the items involved and absence of any comparable prices,
we are unable to comment whether the transactions were made at prevailing market prices at the relevant time.

The Company has not accepted any deposits from the public.
In our opinion, the Company has an internal audit system commensurate with the size and nature of its business.

To the best of our knowledge and as explained, the Central Government has not prescribed maintenance of cost records under clause
(d) of sub-section (1) of section 209 of the Act for the products of the Company.

() The Company is generally regular in depositing with appropriate authorities undisputed statutory dues including provident fund,
investor education and protection fund, employees’ state insurance, income-tax, sales-tax, wealth-tax, service tax, customs
duty, excise duty, cess and other material statutory dues applicable to it.

Further, since the Central Government has till date not prescribed the amount of cess payable under section 441 A of the Act,
we are not in a position to comment upon the regularity or otherwise of the Company in depositing the same.

(b) According to the information and explanations given to us, no undisputed amounts payable in respect of provident fund, inves
tor education and protection fund, employees’ state insurance, income-tax, wealth-tax, service tax, sales-tax, customs duty,
excise duty, cess and other undisputed statutory dues were outstanding, at the year end, for a period of more than six months
from the date they became payable.

(c) According to the information and explanations given to us, there are no dues of income tax, sales-tax, wealth tax, service tax,
customs duty, excise duty and cess which have not been deposited on account of any dispute.

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



(xii)

(xii)

(xiv)

(xvii)

(xviii)

(xix)

Based on our audit procedures and as per the information and explanations given by the management, we are of the opinion that the
Company has not defaulted in repayment of dues to a financial institution, bank or debenture holders.

According to the information and explanations given to us and based on the documents and records produced before us, the Company
has not granted loans and advances on the basis of security by way of pledge of shares, debentures and other securities.

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

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

According to the information and explanations given to us, the Company has not given guarantee for loans taken by others from banks o
financial institutions.

Basedoninformationandexplanations giventous bythe management, termloans were appliedforthe purpose forwhichtheloans were obtained,
thoughidle/surplusfunds whichwere notrequired forimmediate utilization have been gainfully investedinliquidinvestments payable ondemand.
The maximum amount of idle/surplus fund invested during the year was Rs. 12,677,820,861 of which Rs. 350,000,000 was outstanding
at the end of the year.

According to the information and explanations given to us and on an overall examination of the balance sheet of the Company, we report
that no funds raised on short-term basis have been used for long-term investment.

The Company has not made any preferential allotment of shares to parties or companies covered in the register maintained under section
301 of the Act.

According to the information and explanations given to us, during the year covered by our audit report, the Company had issued 1,750
debentures of Rs. 10,00,000 each. The Company has created security or charge in respect of debentures issued.

The Company has not made any public issues during the year.

Based upon the audit procedures performed for the purpose of reporting the true and fair view of the financial statements and as per the
year though there were some instances of frauds on the Company by its employees and borrowers as given below:

() Eightytwocasesofcashembezzlementsbytheemployeesofthe CompanyaggregatingRs. 15,024,158 werereportedduringtheyear.
The services of all such employees involved have been terminated and the Company is in the process of taking legal action. We have
been informed that thirty seven of these employees were absconding. The outstanding balance (net of recovery) aggregating
Rs. 8,663,302 has been written off;

(b) Sixty one cases of loans given to non-existent borrowers on the basis of fictitious documentation created by the employees of the
CompanyaggregatingRs.13,645,345werereportedduringtheyear. Theservicesofallsuchemployeesinvolvedhavebeenterminated
andthe Companyisintheprocessoftakinglegalaction. Theoutstandingloanbalance (netofrecovery)aggregatingRs. 11,029,667 has
been written off; and

(c) Thirty one cases of loans taken by certain borrowers, in collusion with and under the identity of other borrowers, aggregating
Rs. 6,025,000, were reported during the year. The Company is pursuing the borrowers to repay the money. The outstanding
loan balance (net of recovery) aggregating Rs. 2,359,930 has been written off.

Sd/-

For S. R. Batliboi & Co.
Chartered Accountants
Firm registration number:- 301003E

Sd/-

per Viren H. Mehta

Partner

Membership No.048749

Place: Mumbai
Date: May 05, 2010



SOURCES OF FUNDS
Shareholders' Funds
Share Capital

Stock Options Outstanding
Reserves and Surplus
Loan Funds

Secured Loans

Unsecured Loans

APPLICATION OF FUNDS

Fixed Assets

Gross Block

Less: Accumulated Depreciation

Net Block

Capital Work in Progress including Capital Advances

Intangible Assets

Gross Block

Less: Accumulated Amortization

Net Block

Capital Work in Progress including Capital Advances

Investment

Deferred Tax Assets (Net)

Current Assets, Loans and Advances
Sundry Debtors

Cash and Bank Balances

Other Current Assets

Loans and Advances

Less: Current Liabilities and Provisions
Current Liabilities
Provisions

Net Current Assets
Miscellaneous Expenditure
(To the extent not written off or adjusted)

Notes to Accounts

1 645,272,190 570,566,520
1A 41,792,895 19,293,235
2 8,893,253,598 6,058,634,113
3A 25,795,733,538 20,971,310,278
3B 1,150,988,056 394,371,918
4A
403,943,713 250,994,853
215,426,101 126,862,689
188,517,612 124,132,164
- 69,102
188,517,612 124,201,266
4B
136,911,718 121,236,871
99,521,137 65,551,244
37,390,581 59,685,627
17,683,800 9,836,800
55,074,381 65,522,427
5 2,000,000 -
6 94,796,209 42,403,359
7 29,539,143 21,404,763
8 9,735,184,488 15,470,212,491
9 622,955,357 315,784,758
10 29,746,904,007 14,349,478,743
40,134,582,995 30,156,880,755
11 3,684,317,148 2,223,766,114
12 340,760,581 151,065,629
4,025,077,729 2,374,831,743
36,109,505,266 27,782,049,012
13 77,146,809 -
20

The schedules referred to above and notes to accounts form an integral part of the Balance Sheet.

As per our report of even date

Sd/-
For S. R. Batliboi & Co.
Chartered Accountants
Firm registration number:- 301003E

Sd/-
per Viren H. Mehta
Partner
Membership No.048749
Place: Mumbai
Date: May 05, 2010

For and on behalf of the Board of Directors of
SKS Microfinance Limited

Sd/- Sd/-

Vikram Akula Suresh Gurumani
Chairman Managing Director
Sd/- Sd/-

S.Dilli Raj Sunil K. Bansal

Chief Financial Officer Company Secretary



INCOME
Income from operations
Other income

EXPENDITURE

Financial expenses

Personnel expenses
Operating and other expenses
Depreciation and amortization
Provisions and write offs

Profit before tax

Provision for tax

Current tax

Deferred tax

Income tax for the previous year
Fringe Benefit Tax

Fringe Benefit Tax for the previous year

Profit after tax

Profit brought forward from previous year

Profit available for appropriation

APPROPRIATIONS

Transferred to Statutory Reserve @ 20% of profit after

tax as required by sec 45-IC of Reserve Bank of India Act,
1934

Earnings per Share (Refer Note 12 of Schedule 20)
Basic (Rs.)

Diluted (Rs.)

Nominal value of share (Rs.)

Notes to accounts

14
15

16
17
18
4A & 4B
19

20

8,735,705,543
853,587,980

2,884,051,711
2,163,792,369
1,221,252,437
125,999,054
517,178,300

2,6717,019,652

981,000,000
(52,392,850)
8,672,577

201,683

1,739,538,242

808,321,307
2,547,859,549

347,907,648

32.82
21.33
10.00

The schedules referred to above and notes to accounts form an integral part of the Profit and Loss Account.

As per our report of even date

Sd/-
For S. R. Batliboi & Co.
Chartered Accountants
Firm registration number:- 301003E

Sd/-
per Viren H. Mehta
Partner
Membership No.048749
Place: Mumbai
Date: May 05, 2010

For and on behalf of the Board of Directors of

SKS Microfinance Limited

Sd/-
Vikram Akula
Chairman

Sd/-
S.Dilli Raj
Chief Financial Officer

Sd/-
Suresh Gurumani
Managing Director

Sd/-
Sunil K. Bansal
Company Secretary

5,060,718,691
479,281,800

1,944,308,792
1,360,010,587
752,489,719
108,468,322
134,151,280

1,240,571,791

453,300,000
(33,013,693)
2,684,104
15,356,836

802,244,544

166,525,672
968,770,216

160,448,909

17.95
16.18
10.00



A. Cash flow from operating activities

Net profit before taxation after prior period adjustment
Adjustments for:

Depreciation and amortization

Provision for employee benefits

Stock option expenditure

Employee share purchase scheme expenditure
Share issue expenses

Provision for non performing assets

Bad debts written off

Loss from assignment of loans

Other provisions and write offs

Loss on disposal of fixed assets

Movements in working capital:
(Increase)/decrease in sundry debtors
(Increase)/decrease in other current assets
(Increase)/decrease in portfolio loans
(Increase)/decrease in other loans and advances
(Decrease)/Increase in current liabilities

Direct taxes paid

B. Cash flow from investing activities

Purchase of fixed assets (Including capital work in progress)

Sale of fixed assets

Purchase of intangible assets (Including capital work in progress)

Investment

Bank deposits not considered as cash and cash equivalent (net)

C. Cash flow from financing activities

Proceeds from issuance of share capital (Including share premium)

Share issue expenses
Secured borrowings (net)
Unsecured borrowings (net)

2,677,019,652

125,999,054
57,945,560
29,386,960

7,531,320
59,609,243

288,569,848

168,999,209
66,181,152

837,912

(8,134,380
(307,170,599
(15,480,547,404
(409,958,497
1,410,551,034

)
)
)
)

(948,403,683)

(157,229,805)
46,385
(23,521,847)
(2,000,000)
322,708,335

1,162,899,613
(34,678,128)
4,824,423,260
756,616,138

1,240,571,791

108,468,322
46,657,754
16,723,823

5,345,775
29,390,187
149,040

103,295,631
30,706,609
29,538,553

(9,532)

(21,404,763)
(251,498,499
(6,469,627,319)
(131,629,789)
2,951,855,912

(456,500,283)

(124,020,680)
184,720
(29,395,317)

(2,146,197,347)

3,698,821,725
(29,390,187)
11,575,331,796
394,371,918



Cash and cash equivalents at the beginning of the year

(Refer Note 20 of Schedule 20)

Sd/-
For S. R. Batliboi & Co.
Chartered Accountants
Firm registration number:- 301003E

Sd/-
per Viren H. Mehta
Partner
Membership No.048749
Place: Mumbai
Date: May 05, 2010

13,187,117,098 2,615,377,258

For and on behalf of the Board of Directors of
SKS Microfinance Limited

Sd/- Sd/-

Vikram Akula Suresh Gurumani
Chairman Managing Director
Sd/- Sd/-

S.Dilli Raj Sunil K. Bansal

Chief Financial Officer Company Secretary



Authorized Share Capital
Equity Shares

82,000,000 (Previous Year 82,000,000) equity shares of Rs. 10 each

Preference Shares

13,000,000 (Previous Year 13,000,000) preference shares of Rs. 10 each

Equity Share Capital
Issued Subscribed And Fully Paid-Up

64,527,219 (Previous Year: 47,707,856) equity shares of Rs. 10 each fully paid up

Issued, Subscribed And Partly Paid-Up

Nil (Previous Year: 3,863,415) equity shares of Rs. 10 each, Rs. 0.50 paid up

Preference Share Capital
Issued, Subscribed And Fully Paid-Up

Nil (Previous Year: 9,155,625) 0% compulsorily convertible preference shares of Rs.
10 each compulsorily convertible on December 26, 2009 with an Option to the holder

to convert the holding at any time before that date

Schedule 1a: Stock Options Outstanding
Stock options outstanding

As per last balance sheet

Add: Fresh grant of options (Net of forfeiture)
Less: Amount transferred to securities premium account
Closing Balance

Less: Deferred compensation outstanding
As per last balance sheet

Add: fresh grant of options (net of forfelture)
Less: Employee stock option expenditure
Less: Directors stock option expenditure
Closing Balance

Schedule 2: Reserves and Surplus
A. Securities Premium Account
As Per Last Balance Sheet

Add: Additions during the year

B. Statutory Reserve
As Per last Balance Sheet
Add: Transferred from Profit and Loss Account

C. Profit and Loss Account
Surplus brought forward from the Profit and Loss Account

820,000,000

130,000,000

645,272,190

21,316,514
209,166,984
6,887,300
223,596,198

2,023,279
209,166,984
27,924,284
1,462,676
181,803,303

5,048,242,086
1,095,081,243

202,070,720
347,907,648

2,199,951,901

820,000,000

130,000,000

477,078,560

1,931,710

91,556,250

14,212,480
7,104,034

21,316,514

11,643,068
7,104,034

16,723,823
2,023,279

1,471,324,586
3,576,917,500

41,621,811
160,448,909

808,321,307



Term Loans

From banks

*(Secured by hypothecation of portfolio loans and by lien marked on bank deposits)
From financial institutions

(Secured by hypothecation of portfolio loans and by lien marked on bank deposits)
From non banking financial companies

(Secured by hypothecation of portfolio loans and by lien marked on bank deposits)
Debentures (Short term)

2500 (Previous Year: 2500) 10.5% Secured Redeemable Non - Convertible Debentures
of Rs. 100,000 each redeemable at par at the end of one year from the date of allot-
ment Feb 27, 2010

(Secured by hypothecation of portfolio loans)

750 (Previous Year: Nil) 10% Secured Redeemable Non - Convertible Debentures of
Rs. 10,00,000 each redeemable at par at the end of one year from the date of allot-
ment Apr 23, 2010

(Secured by hypothecation of portfolio loans)

500 (Previous Year: Nil) 8.30% Secured Redeemable Non - Convertible Debentures of
Rs. 10,00,000 each redeemable at par at the end of one year from the date of allot-
ment Dec 23, 2010

(Secured by hypothecation of portfolio loans)

500 (Previous Year: Nil) 9.25% Secured Redeemable Non - Convertible Debentures of
Rs. 10,00,000 each redeemable at par at the end of one year from the date of allot-
ment Dec 23, 2010

(Secured by hypothecation of portfolio loans)

Bank Overdraft (Due within one year)
(Secured by hypothecation of portfolio loans and by lien marked on bank deposits)

Schedule 3 (B): Unsecured Loans

Term Loans

From banks

Commercial paper (Short term) 1,200,000,000
Less: Unamortized interest (49,011,944)

Maximum amount outstanding at any time during the year Rs. 1,150,988,056
(Previous Year: 244,371,918)

16,251,526,566

6,096,517,683

683,333,332

750,000,000

500,000,000

500,000,000

1,014,355,957

1,150,988,056

14,290,741,048

4,116,373,996

816,666,667

250,000,000

1,497,528,567

150,000,000

244,371,918

(* The total secured loans borrowing outstanding as at the Balance Sheet date includes Rs. 500,000,000 (PY - Rs. 1,900,000,000) for which the

creation of charge for security has been done subsequent to the Balance Sheet date.)



Schedules to Balance Sheet
Schedule 4 : Fixed Assets and Intangible Assets
4A. Fixed Assets

Rupees

PALRATF:(S:U- As on Additions | Deletions Forthe | Deletions
April 1, 2009 Year

(I) Furniture 77,397,426 43,024,372 118,474 120,303,324 59,428,098 35,920,456 78,558 95,269,996 25,033,328 17,969,328
and Fixtures
(I1) Plant and
'\C/I:rﬂ;[}gé 149,769,595 93,521,793 4,153,033 239,138,355 61,278,880 51,487,382 3,366,484 109,399,778 129,738,577 88,490,715

Office Equip- 23,086,682 18,702,742 78,540 41,710,884 5,705,287 4,535,876 20,708 10,220,455 31,490,429 17,381,395
ments

(1) Venicles 741,150 2,050,000 2,791,150 450,424 85,448 = 535,872 2,255,278 290,726
250,994,853 157,298,907 4,350,047 403,943,713 126,862,689 92,029,162 3,465,750 215,426,101 188,517,612 124,132,164
127,948,555 - 250,994,853 - 78,574,628 - 126,862,689 124,132,164

Previous
Year

4B. Intangible Assets

GROSS BLOCK AMORTISATION NET BLOCK
PARTICU- Ason Additions | Deletions As on Forthe | Deletions Total As on As on
LARS April 1, 2009 March 31, Year March 31, | March31, | March 31,
2010 2010 2010 2009
() Goodwill 39,701,135 - - 39,701,135 28,451,681 7,940227 - 36,391,908 3,309,227 11,249,454
(Il) Computer 81,535,736 15,674,847 - 97,210,583 37,099,563 26,029,666 - 63,129,229 34,081,354 44,436,173

Software

121,236,871 15,674,847 136,911,718 65,551,244 33,969,893 99,621,137 37,390,581 55,685,627

Previous - 21,233,517 - 121,236,871 - 29,893,694 - 65,551,244 55,685,627
Year



Long Term Investment (At cost)
Other than trade - Unquoted

200,000 (Previous year : Nil) Equity shares of Rs. 10/- each fully paid-up in Alpha
Micro Finance Consultants Private Limited

(Refer Note 15 of Schedule 20)

Aggregate book value of unquoted long term investments

Deferred Tax Assets / (Liabilities)

Difference due to disallowance of expenses under section 43B of Income tax Act,
1961

Difference due to disallowance of provision for standard assets and non performing
assets

Difference due to charge of tax on income on non performing assets

Differences in depreciation and other differences in block of fixed assets and intangible
assets as per tax and books of accounts

Debts outstanding for a period exceeding six months
Unsecured, Considered good

Other debts

Unsecured, Considered good

Cash on hand

Balances with Scheduled Banks:
On current accounts

On deposit accounts

(Of the total deposits placed with banks, lien has been partly marked against deposit
certificates of Rs. 1,927,877,058 (Previous Year Rs.1,213,095,393) towards term
loans availed from banks, financial institutions and towards cash collateral placed in
connection with asset assignment)

Balances with Unscheduled Banks :
(Refer Note 16 of Schedule 20)
On current accounts

2,000,000

2,000,000

30,473,757

59,433,791

4,888,661

833,868

28,705,275

11,804,492

2,242,574,554
7,480,187,058

618,384

16,502,644
23,266,153

2,886,556
(251,994)

21,404,763

12,041,234

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

1,966,786



Interest accrued but not due
On portfolio loans
On deposits placed with banks
Others

Joint Liability Group Loans placed as collateral for loan asset assigned.
(Refer Note 3 of Schedule 20)

A Portfolio Loans

a. Portfolio Loans (Secured, considered good)
Individual loans

b. Portfolio Loans (Unsecured, considered good)
Joint liability group loans

Individual loans

c. Portfolio Loans (Unsecured, considered doubtful)*
Joint liability group loans

Individual loans

*These represent non performing asset (Refer Note 1(q) of Schedule 20)

B Other Loans and Advances

Secured, considered good
Employee loans

Unsecured, considered good

Loans to SKS Microfinance Employees Benefit Trust
(Refer Note 17 of Schedule 20)

Deposits
Advance fringe benefit tax (Net of Provision)
Interest accrued and due
On portfolio loans
Advances recoverable in cash or kind or for value to be received
Prepaid expenses
Others
Unsecured, considered doubtful
Advances recoverable in cash or kind or for value to be received

119,022,992
67,506,742
25,612,246

410,813,377

13,949,529

29,256,915,711
281,660

96,057,621

433,010

87,285,811

60,491,575
937,183

4,309,831

41,255,226
172,084,046

12,902,804

53,523,235
42,703,486
4,283,667
215,274,370

13,625,109,106
502,238,790

37,264,254
10,614,815

3,810,013

69,813,060

58,017,182

2,330,021

14,676,579
25,604,923



Sundry creditors (Refer Note 18 of Schedule 20)
(Due to micro and small enterprises: Nil (Previous Year: Nil)
Employee Payable
Payable for loan asset assigned
Deferred income
Unamortised interest income
Unamortised group insurance administrative charges
Deferred gain on asset assignment
Interest accrued but not due
- On term loans
- On debentures
Statutory dues

Provision for taxation
(Net of advance tax payments of Rs. 1,515,362,172 (Previous Year: Rs. 571,934,489))

Provision for fringe benefit tax
(Net of advance tax payments of Rs. 25,213,461 (Previous Year: Rs. 26,958,687))

Provision for standard and non performing assets (Refer Note 13 of Schedule 20)
Provision for loss on assigned loans (Refer Note 2r (i) of Schedule 20)

Provision for other doubtful assets

Provision for gratuity (Refer Note 9 of Schedule 20)

Provision for leave encashment and availment

Equity Share issue expenses for proposed intial public offer

206,339,779

203,460,604
2,001,169,390

199,766,947
316,987,402
495,783,238

144,401,445
93,988,703
22,419,640

74,652,372

121,249,521
40,704,372
12,902,804

1,596,445
89,655,067

77,146,809

130,448,196

138,141,083
1,442,557,827

93,811,694
71,490,088
256,452,196

68,310,390

22,554,640

31,373,477

871,134

61,640,279
5,959,715
850,000
1,819,557
48,551,467



Interest income on portfolio loans

Membership fees
(Net of service tax of Rs. 16,249,986 (Previous Year: Rs. 9,284,426))

Income from assignment of loans (Refer Note 3 of Schedule 20)

Interest on bank deposits
(Tax deducted at source: Rs. 48,688,330 (Previous Year: Rs. 37,848,044))

Insurance commission
(Tax deducted at source : Rs. 30,276,396 (Previous Year: Rs. 27,041,408))
(Net of service tax of Rs. 21,690,014 (Previous Year: Rs. 11,651,134))

Other commission income
(Tax deducted at source : Rs. 1,999,993 (Previous Year: Rs. 28,552))
(Net of service tax of Rs. 3,172,685 (Previous Year: Rs. 61,256))

Group insurance administrative charges
Profit on disposal of fixed assets

Miscellaneous income
(Tax deducted at source : Rs. 84,944 (Previous Year: Rs. 51,552))

Interest
On term loans from banks
On term loans from financial institutions
On term loans from non banking financial companies
On other loans
On bank overdraft facility
On debentures
Loan processing fees
Guarantee fees
Bank charges

7,565,419,169
157,755,389

1,012,530,985

272,310,159

192,516,647

32,308,769

323,233,253

33,219,152

1,866,720,688
554,445,945
83,150,155
46,622,636
34,235,545
121,750,001
159,755,972
214,800
17,155,969

4,504,720,788
75,783,484

480,214,419

171,371,356

118,843,425

712,392

175,392,451
9,532
12,952,644

1,308,028,721
312,304,350
88,097,990
474,658
22,460,812
2,862,186
176,948,530
1,419,187
31,712,358



Salaries and incentives

Staff leave encashment

Contribution to Provident Fund

Contribution to ESIC

Gratuity (Refer Note 9 of Schedule 20)

Staff welfare expenses

Employee stock option expenditure

Employee share purchase scheme expenditure

Rent
Rates and taxes
Insurance
Repairs and maintenance
Plant and machinery
Others
Electricity charges
Travelling and conveyance
Communication expenses
Printing and stationery
Professional and consultancy charges
Directors' sitting fees
Directors stock option expenditure

Auditors' remuneration (Refer Note 21 of Schedule 20)

Audit fees

Certification fees

Out of pocket expenses
Share issue expenses
Other provisions and write offs
Loss on disposal of fixed assets
Miscellaneous expenses

Provision for standard and non performing assets

Bad debts written off
Loss from assignment of loans

6,650,000
120,000
1,536,977

1,851,421,236
88,423,953
65,025,435
23,299,952
16,915,477
90,782,032
27,924,284

140,847,310
13,793,856
49,310,050

12,118,560
70,498,717
22,944,742
417,267,234
97,361,291
157,202,989
121,073,200

1,462,676

8,306,977
7,531,319
66,181,152
837,912
34,514,452

59,609,243
288,569,848
168,999,209

1,189,371,576
56,305,907
37,629,387
12,108,807
13,330,020
45,919,115

5,345,775

88,124,809
25,675,331
2,152,957

6,871,834
35,499,647
15,231,603

253,597,823
49,483,072
112,188,056
69,531,286
210,000
16,723,823

4,784,108
29,390,187
29,538,553

13,486,630

149,040
103,295,631
30,706,609



SKS Microfinance Limited (‘the Company’) is engaged in micro finance lending activities for providing financial services to poor women
(referred as ‘members’) in the rural areas of India who are organized as Joint Liability Groups (JLG’). The Company provides small
value collateral free loans up to Rs. 25,000 for tenure of fifty weeks for income generation to poor women in groups.

All financial transactions are conducted in the group meetings organized near the habitats of these women. The operations, in the initial
stages of group formation, involves efforts on development training on financial discipline, and constant monitoring through weekly meetings,
and providing financial and support services at the doorsteps of the borrowers to ensure high rates of recovery. In case of loans given to JLG,
the Company follows weekly collection for recovery of loans and the interest accrued thereon.

The Company has provided individual loans to the existing members ranging between Rs. 25,000 to Rs. 50,000 for income generation activities
for a tenure ranging from twelve months to twenty four months. These loans are generally given to members who have completed a minimum of
onecycleofloanunderJLG. Incase of individual loans, the Company follows monthly collectionforrecovery of loans and the interestaccruedthereon.

The Company has also provided individual loan to the existing members ranging between Rs. 50,000 to Rs. 150,000 as loan against property for
a tenure ranging from three to five years.

The Company has also tied up with Insurance Companies to act as Group Insurance Manager for providing life insurance to its members.

Further the Company has also entered into an arrangement with a mobile phone manufacturer and a service provider as well as a consumer
goods wholesaler to facilitate the distribution of their products to its members.

The financial statements have been prepared to comply in all material respects with the accounting standards notified by Companies
(Accounting Standards) Rules, 2006 (as amended), the relevant provisions of the Companies Act, 1956 (‘the Act’) and the provisions of the
Reserve Bank of India (‘RBI’) as applicable to a non banking financial company. The financial statements have been prepared under the
historical costconvention onanaccrual basis exceptinterest/discounton aloan which has been classified as anon performing assetandis accounted
foron cash basis. The accounting policies have been consistently applied by the Company and are consistent with those applied inthe previous year.

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of the financial
statements and the results of operations during the reporting period end. Although these estimates are based upon management’s best
knowledge of current events and actions, actual results could differ from these estimates.

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.

i. Interest income on loans given is recognized under the internal rate of return method. Income on non-performing loans is recognized
only when realized and any interest recognized and remaining unrealized on such loans becoming non performing is reversed.

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

ii. Membership fees from members are recognized on an upfront basis.



iv.  On sale of receivables under asset assignment arrangement, the profit arising on account of sale is recognized over the life of the
receivables assigned on an accrual basis and loss, if any, arising on account of sale is accounted immediately.

v.  Commission income on insurance agency activities is recognized on accrual basis.
vi. Dividend income is recognized when the right to receive payment is established by the balance sheet date.

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

All fixed assets are stated at historical cost less accumulated depreciation and impairment loss, if any. Cost comprises the purchase price and
any attributable cost of bringing the asset to its working condition for its intended use.

Asset under development as at the balance sheet date are shown as capital work in progress. Advance paid towards such development are
also included under capital work in progress.

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

ii. Software cost related to computers are capitalized and amortized using the written down value method at a rate of 40% per annum.

i.  Depreciation on fixed assets is provided on the written down value method as per the rates prescribed under Schedule XIV of the
Companies Act, 1956 which is in accordance with management estimates.

ii.  Fixed assets costing up to Rs. 5,000 individually are fully depreciated in the year of purchase.

The carrying amounts of assets are reviewed at each balance sheet date if there is any indication of impairment based on internal/external
factors. An impairment loss is recognized wherever the carrying amount of an asset exceeds its recoverable amount. The recoverable amount
is the greater of the asset’s net selling price and value in use. In assessing value in use, the estimated future cash flows are discounted to their
present value at the weighted average cost of capital.

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

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

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

i.  Alltransactions in the foreign currency are recognized at the exchange rate prevailing on the date of transaction.
ii. Monetary items are money held and assets and liabilities to be received or paid in fixed or determinable amounts of money.
ii. Foreign currency monetary items are reported using the exchange rate prevailing at the close of the financial year.

iv.  Exchange differences arising on the settlement of monetary items or on the Company’s monetary items at rates different from those at



which they were initially recorded during the year, or reported in previous financial statements, are recognized as income or as expenses
in the year in which they arise.

i.  Retirement benefits in the form of Provident Fund are a defined contribution scheme and the contributions are charged to the Profit and
Loss Account of the year when the contributions to the respective funds are due. There are no other obligations other than the
contribution payable to the respective funds.

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

ii. Short term compensated absences are provided for based on estimates. Long term compensated absences are provided for based on
actuarial valuation at the year end. The actuarial valuation is done as per projected unit credit method at the year end.

iv.  Actuarial gains/losses are immediately taken to profit and loss account and are not deferred.

Tax expense comprises of current, deferred and fringe benefit tax. Current income tax and fringe benefit tax is measured at the amount
expected to be paid to the tax authorities in accordance with the Indian Income Tax Act. Deferred income taxes reflects the impact of current
year timing differences between taxable income and accounting income for the year and reversal of timing differences of earlier years.

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

The carrying amount of the deferred tax assets are reviewed at each balance sheet date. The Company writes down the carrying amount
of the deferred tax assets to the extent that it is no longer reasonably certain or virtually certain as the case may be, that sufficient future
taxable income will be available against which deferred tax asset can be realized. Any such write down is reversed to the extent that it
becomes reasonably certain or virtually certain, as the case may be that sufficient future taxable income will be available.

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

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

A provision is recognized when an enterprise has a present obligation as a result of past event; it is probable that an outflow of resources will
be required to settle the obligation, in respect of which a reliable estimate can be made. Provisions are not discounted to its present value and
are determined based on best estimate required to settle the obligation at the balance sheet date. These are reviewed at each balance sheet
date and adjusted to reflect the current best estimates.

Cash and Cash equivalents for the purpose of cash flow statement comprise cash in hand and cash at bank and short-term investments with
an original maturity of three months or less.



(@ In case of Employee Share Purchase Plan, measurement and disclosure of the employee share-based payment plans is done
in accordance with the Guidance Note on Accounting for Employee Share-based Payments, issued by the ICAI. The Company measures
compensation cost relating to employee share purchase plan using the fair value method.

(b) Such compensation expense is recognized immediately as these are granted and vested immediately.
(c) In case of Stock Option Plan, measurement and disclosure of the share-based payment plans is done in accordance with the Guidance
Note on Accounting for Employee Share-based Payments, issued by the ICAl. The Company measures compensation cost relating to

stock options using the Black-Scholes Model. Compensation expense is amortized over the vesting period of the option on the straight
line basis.

i. Loans are classified as follows:

Non Performing Assets Overdue over 8 weeks Overdue over 3 months
Sub-Standard Overdue for 8 weeks - 25 weeks Overdue for 3 - 6 months
Doubtful assets - Overdue for 6 - 12 months

Loss Assets Overdue for more than 25 weeks Overdue for more than 12 months

“Overdue” refers to interest and/ or installment remaining unpaid from the day it became receivable.

ii. Al other loans and advances are classified as standard, sub-standard, doubtful, and loss assets in accordance with the extant Non-
Banking Financial (Non-Deposit Accepting or Holding) Companies Prudential Norms (Reserve Bank) Directions, 2007, as amended from
time to time.

i. Loans are provided for as per the management’s estimates, subject to the minimum provision required as per Non-Banking Financial
(Non-Deposit Accepting or Holding) Companies Prudential Norms (Reserve Bank) Directions, 2007 as amended from time to time.
The provisioning norms adopted by the Company is as follows:

Standard Less than 8 weeks Nil Note 1
Sub-Standard Over 8 weeks - 25 weeks 10% 50%
Loss Assets More than 25 weeks 100% / Write off Write Off
Standard Less than 3 months NIL Note 1
Sub-Standard Over 3 - 6 months NIL 10%
Doubtful assets Over 6 - 12 months 10% 50%

Loss Assets More than 12 months 100% 100%



Note 1: Standard Asset provision is linked to the Portfolio at Risk** (PAR) as shown below:

0-1% 0.25%
Above 1% 10 1.5% 0.50%
Above 1.5% to 2% 0.75%
Above 2% 1.00%

** Portfolio at Risk represents overdue as a percentage of gross loans outstanding computed separately for JLG loans and ILP loans.

ii. Provision for losses under assignment arrangements is made as higher of the incurred loss and provision as per the company
provisioning policy for JLG loans subject to the maximum guarantee given to respective assignee bank or financial institution.

ii. All other loans & advances are provided for in accordance with the extant Non-Banking Financial (Non-Deposit Accepting or Holding)
Companies Prudential Norms (Reserve Bank) Directions, 2007, as amended from time to time.

iv.  All overdue loans where the tenure of the loan is completed and in the opinion of the management amount is not recoverable, are written
off.

v.  Further all loss assets identified per the extant RBI guidelines are provided / written off.

During the year the Company has sold loans through direct assignment. The information on direct assignment activity of the Company as an
originator is as shown below:

Amount in Rs.
Total book value of the loan asset assigned 17,761,478,496 13,977,404,462
Sale consideration received for the loan asset assigned 18,408,838,735 14,412,999,597
Income from assignment of loans recognized in the Profit and Loss Account 1,012,530,985 480,214,419
Cash margin placed with banks outstanding 1,198,126,851 834,045,299
Portfolio loan assigned and outstanding 13,839,701,132 10,388,895,202

Under the agreement for the assignment of loans the Company has transferred all the rights and obligations relating to the loan asset assigned
as shown above to various banks. The guarantee given by the Company under the asset assignment has been disclosed in note 7 below.

The Company operates in a single reportable segment i.e. lending to members, who have similar risks and returns for the purpose of AS 17 on
‘Segment Reporting’ notified under the Companies (Accounting Standard) Rules, 2006 (as amended). The Company operates in a single geo
graphical segment i.e. domestic.



Entities holding Significant Influence

Key Management Personnel

Transaction during the year

Issue of Equity Shares
(Including Share Premium)

- Mr. Suresh Gurumani

Issue of Equity Share
(Including Share Premium)

- Dr. Vikram Akula

Salary, incentive &
perquisite - Mr. M.R. Rao

Salary, incentive &
perquisite - Mr. S. Dilli Raj

Balances as at year end
Equity Share Capital
Equity Share Capital

- Mr. Suresh Gurumani
Equity Share Capital

- Mr. M.R. Rao

Equity Share Capital

- Mr. S. Dilli Raj

Incentive Payable

- Mr. Suresh Gurumani
Incentive Payable

- Mr. M.R. Rao

Incentive Payable

- Mr. S. Dilli Raj

Stock Option Outstanding
- Mr. Suresh Gurumani
Stock Option Outstanding
- Dr. Vikram Akula

** Remuneration paid to Managing director is disclosed in Note 10 and hence not included here.

The entities mentioned, in aggregate, exercise significant influence over the Company:

a. Sequoia Capital India Growth Investments |

b. Sequoia Capital India Il LLC

c. Tejas Ventures

Mr. Suresh Gurumani, Managing Director and Chief Executive Officer

Dr. Vikram Akula, (CY- Chairman, PY- Managing director till October 13, 2008)
Mr. M.R.Rao, Chief Operating Officer

Mr. S. Dilli Raj, Chief Financial Officer

70,500,000

47,053,752
14,136,988

9,036,327

2,350,000

3,566,660

1,026,660

1,500,000

1,000,000

600,000

632,652

11,763,269

10,756,173

5,421,101

10,000,000

177,162

18,648,319

158,075,760

Amount in Rs.

138,524,980



Estimated amounts of contracts remaining to be executed on capital account (net of capital advances) and not provided:

For purchase / development of computer software
For purchase of fixed assets

Guarantees given and outstanding for the assigned

loans (including cash collaterals and receivable

placed with banks)

Claims against the Company not acknowledged as

debts™

39,797,435
8,193,537

2,409,375,527

24,088,137

Amount in Rs.

8,990,400
6,391,000

Amount in Rs.

1,958,157,926

*Represents the tax on amortization of goodwill disallowed by the Income Tax department not acknowledged by the company.

The Company has provided various share-based payment schemes to its directors and employee. During the year ended March 31, 2010, the
following schemes were in operation:

Date of grant

Date of Board approval
Date of shareholder's approval
Number of options granted

Method of settlement
Vesting option

Exercise period

Vesting conditions

Date of grant

Date of Board
approval

Date of shareholder's
approval

Number of options
granted

Method of settlement
Vesting option

Exercise period

Vesting conditions

Oct 15, 2007
July 31, 2007

Equity

Immediate

Sept 8, 2007
1,852,158

48 months from the date of

vesting

***None

Feb 1, 2008
Oct 15, 2007

Jan 16, 2008
30,000

Equity
*Immediate

36 months from the
date of vesting

***None

Feb 1, 2008
Oct 15, 2007

Jan 16, 2008
15,000

Equity
**Immediate

36 months from the
date of vesting

***None

Nov 10, 2008
Oct 30, 2008
Nov 8, 2008
1,769,537
Equity
Immediate

60 months from the date of

vesting
***None

Nov 10, 2008
Oct 15, 2007

Jan 16, 2008
6,000

Equity
*Immediate

36 months from the
date of vesting

***None

Dec 8, 2008
Oct 30, 2008
Nov 8, 2008

900,000
Equity

25 % equally at the end of each

year

***None

July 29, 2009
Oct 15, 2007

Jan 16, 2008
18,000

Equity
*Immediate

36 months from the
date of vesting

***None

48 months from the date of grant

Feb 1, 2010
Jan 5, 2010

Jan 08, 2010
90,000

Equity
25 % equally at the
end of each year

60 months from the
date of grant

***None



Date of grant Nov 3, 2009 Dec 15, 2009 Dec 15, 2009

Date of Board approval July 29, 2009 Nov 04, 2009 Nov 04, 2009
Date of shareholder's approval Sep 30, 2009 Dec 10, 2009 Dec 10, 2009
Number of options granted 514,750 1,313,160 568,000
Method of settlement Equity Equity Equity
Vesting option End of year 1 - 40 %
End of year 2 - 25% 20 % equally at the end of each 20 % equally at the end of each
End of year 3 - 25% year year
End of year 4 - 10%
Exercise period 60 months from the date of grant 72 months from the date of grant 72 months from date of grant
Vesting conditions ***None ***None ***None

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

** /2 of the options can be exercised within twenty four months from grant date; another 1/2 of the options can be exercised within thirty six
months from grant date.

***(Option holders are required to hold the services being provided to the Company at the time of exercise of options.

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

Granted during the year - - - -
Forfeited during the year - - - -
Exercised during the year 945,424 49.77 - -
Expired during the year - - - -
Outstanding at the end of 906,734 49.77 1,852,158 49.77
the year

Exercisable at the end of 906,734 - 1,852,158 -
the year

Weighted average 1.6 - 2.6 -
remaining contractual life

(in years)

Weighted average fair - 7.28 - 7.28
value of options granted



The details of Plan | (b) have been summarized below:

Particulars

As at March 31, 2010

Number of options

Weighted average exercise
price (Rs.)

As at March 31, 2009

Number of options  Weighted average exercise
price (Rs.)

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

1,769,537

1,769,537

1,769,537

3.6

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

Particulars

2.92

As at March 31, 2010

Number of options

Weighted average exercise
price (Rs.)

1,769,537 300.00
1,769,537 300.00
1,769,537 -
46 ;

- 2.92

As at March 31, 2009

Number of options Weighted average exercise
price (Rs.)

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

900,000

225,000

675,000

2.6

1.81

900,000 300.00
900,000 300.00
3.6 -

- 1.81
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The details of Plan Il (a) have been summarized below:

Particulars

As at March 31, 2010

Number of options

Weighted average exercise
price (Rs.)

As at March 31, 2009
Number of options  Weighted average exercise

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

30,000

30,000

0.8

The details of Plan Il (b) have been summarized below:

Particulars

15.28

As at March 31, 2010

Number of options

Weighted average exercise
price (Rs.)

price (Rs.)
30,000 70.67
30,000 70.67
20,000 -
1.8 -
- 15.28

As at March 31, 2009
Number of options Weighted average exercise

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

15,000

15,000

0.8

17.72

price (Rs.)
15000 70.67
15,000 70.67
7,500 -
1.8 -
- 17.72



The details of Plan Il (¢) have been summarized below:

Particulars

As at March 31, 2010

Number of options

Weighted average exercise

As at March 31, 2009
Number of options  Weighted average exercise

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

6,000

4,000

1.6

The details of Plan Il (d) have been summarized below:

Particulars

price (Rs.)

52.14

As at March 31, 2010

Number of options

Weighted average exercise

price (Rs.)

6,000 70.67
6,000 70.67
2,000 -
2.5 -

- 52.14

As at March 31, 2009
Number of options  Weighted average exercise

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

price (Rs.)

21.57

price (Rs.)
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The details of Plan Il (e) have been summarized below:

Particulars

As at March 31, 2010

Number of options Weighted average exercise
price (Rs.)

As at March 31, 2009

Number of options Weighted average exercise
price (Rs.)

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

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

Particulars

72.53

As at March 31, 2010

Number of options  Weighted average exercise
price (Rs.)

As at March 31, 2009

Number of options  Weighted average exercise
price (Rs.)

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

5,14,750
12,500

5,02,250

4.6

4118



The details of Plan Il (b) have been summarized below:

Particulars

As at March 31, 2010
Number of options Weighted average exercise

As at March 31, 2009

Number of options  Weighted average exercise

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

1,313,160
76,120

1,237,040

5.6

The details of Plan Ill (c) have been summarized below:

Particulars

price (Rs.)

115.30

As at March 31, 2010
Number of options  Weighted average exercise

price (Rs.)

price (Rs.)

As at March 31, 2009

Number of options  Weighted average exercise
price (Rs.)

Outstanding at the
beginning of the year

Granted during the year
Forfeited during the year
Exercised during the year
Expired during the year

Outstanding at the end of
the year

Exercisable at the end of
the year

Weighted average
remaining contractual life
(in years)

Weighted average fair
value of options granted

568,000
6,000

562,000

5.6

69.29



Options outstanding as on 31-Mar-09 and 31-Mar-10:

Plan | (a) 49.77 906,736 1,852,158
Plan | (b) 300.00 1,769,537 1,769,537
Plan | (c) 300.00 675,000 900,000
Plan ll(a) 70.67 30,000 30,000
Plan ll(b) 70.67 15,000 15,000
Plan Il (c) 70.67 6,000 6,000
Options issued during the year and outstanding as at 31-Mar-10:

Plan Il (d) 300.00 18,000

Plan Il (e) 300.00 90,000

Plan Il (a) 300.00 502,250

Plan Il (b) 150.00 1,237,040

Plan Il (c) 300.00 562,000

1.6
3.6
2.6
0.8
0.8
1.6

2.3
4.8
4.6
5.6
5.6

2.6
4.6
3.6
1.8
1.8
2.6

49.77
300.00
300.00

70.67

70.67

70.67

300.00
300.00
300.00
150.00
300.00

Plan Il (d) - The weighted average fair value of stock options granted during the year was Rs. 21.57. The Black-Scholes Model has been used for

computing the weighted average fair value considering the following:

Weighted average share price (Rs.) 153.53
Exercise price (Rs.) 300.00
Expected volatility (%) 56.00
Historical volatility =
Life of the options granted in years 1.0
Expected dividends per annum (Rs.) -
Average risk-free interest rate (%) 4.93
Expected dividend rate (%) 0%

153.53
300.00

56.00

2.0

5.20
0%

1563.53
300.00
56.00

3.0

6.15
0%

Expected Volatility - Since SKS Microfinance Limited is not a listed Company, a 56% Standard Deviation is assumed based on the volatility of the

Bank Nifty Index over the last year preceding the grant date.



Plan Il (e) - The weighted average fair value of stock options granted during the year was Rs. 72.53. The Black-Scholes Model has been used for
computing the weighted average fair value considering the following:

Weighted average share price (Rs.) 235.87 235.87 235.87 235.87
Exercise price (Rs.) 300.00 300.00 300.00 300.00
Expected volatility (%) 40.51 40.51 40.51 40.51
Historical volatility - - - -
Life of the options granted in years 1.0 2.0 3.0 4.0
Expected dividends per annum (Rs.) - - - -
Average risk-free interest rate (%) 6.21 6.5 6.8 7.09
Expected dividend rate (%) 0% 0% 0% 0%

Expected Volatility - Since SKS Microfinance Limited is not a listed Company, a 40.51 % Standard Deviation is assumed based on the volatility of
the Bank Nifty Index over the one year period before Feb 1, 2010

Plan Il (a) - The weighted average fair value of stock options granted during the year was Rs. 41.18. The Black-Scholes Model has been used for
computing the weighted average fair value considering the following:

Weighted average share price (Rs.) 196.04 196.04 196.04 196.04
Exercise price (Rs.) 300.00 300.00 300.00 300.00
Expected volatility (%) 37.51 37.51 37.51 37.51
Historical volatility - - - -
Life of the options granted in years 3.0 3.5 4.0 4.5
Expected dividends per annum (Rs.) - - - -
Average risk-free interest rate (%) 6.54 6.72 6.89 7.07
Expected dividend rate (%) 0% 0% 0% 0%

Expected Volatility — Since SKS Microfinance Limited is not a listed Company, a 37.51% Standard Deviation is assumed based on the volatility of
the Bank Nifty Index on the NSE over the one year period before November 3, 2009.



Plan Il (b) - The weighted average fair value of stock options granted during the year was Rs. 115.30. The Black-Scholes Model has been used for
computing the weighted average fair value considering the following:

Weighted average share price (Rs.) 205.23 205.23 205.23 205.23 205.23
Exercise price (Rs.) 150.00 150.00 150.00 150.00 150.00
Expected volatility (%) 43.92 43.92 43.92 43.92 43.92
Historical volatility - - - - -
Life of the options granted in years 3.5 4.0 4.5 5.0 5.5
Expected dividends per annum (Rs.) - - - - -
Average risk-free interest rate (%) 6.74 6.91 7.09 7.26 7.32
Expected dividend rate (%) 0% 0% 0% 0% 0%

Expected Volatility - Since SKS Microfinance Limited is not a listed Company, a 43.92% Standard Deviation is assumed based on the volatility of the
Bank Nifty Index on the NSE over the one year period before December 15, 2009.

Plan Ill (c) - The weighted average fair value of stock options granted during the year was Rs. 69.29. The Black-Scholes Model has been used for
computing the weighted average fair value considering the following:

Weighted average share price (Rs.) 205.23 205.23 205.23 205.23 205.23
Exercise price (Rs.) 300.00 300.00 300.00 300.00 300.00
Expected volatility (%) 43.92 43.92 43.92 43.92 43.92
Historical volatility - - - - -
Life of the options granted in years 3.5 4 4.5 5 5.5
Expected dividends per annum (Rs.) - - - - -
Average risk-free interest rate (%) 6.74 6.91 7.09 7.26 7.32
Expected dividend rate (%) 0% 0% 0% 0% 0%

Expected Volatility - Since SKS Microfinance Limited is not a listed Company, a 43.92% Standard Deviation is assumed based on the volatility of the
Bank Nifty Index on the NSE over the one year period before December 15, 2009.



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

Directors stock option expenditure for the year 1,462,676
pertaining to share-based payment plan
Employee stock option expenditure for the 27,924,284

year pertaining to share-based payment plan

Deferred compensation cost outstanding 181,803,303
Stock Options Outstanding 223,596,198

Amount in Rs.

16,723,823

2,023,279
21,316,514

The Company has a defined contribution gratuity plan. Every employee who has completed five years or more of service is eligible for gratuity
on departure and it is computed at 15 days salary (last drawn salary) for each completed year of service. The scheme is funded with an

insurance company in the form of a qualifying insurance policy.

The following tables summarize the components of net benefit expense recognized in the Profit and Loss Account and the funded status and

amounts recognized in the Balance Sheet for the gratuity plan.

Net employees benefit expense:

Current service cost 12,462,640
Interest cost on benefit obligation 2,525,154
Expected return on plan assets (1,513,633)
Net actuarial (gain) / loss recognized in the 3,441,316
year

Past service cost -
Net employee benefit expense 16,915,477
Actual return on plan assets (35,647)

Details of provision for gratuity:

Defined benefit obligation 36,483,997
Fair value of plan assets (34,887,552)
1,596,445

Less: Unrecognized past service cost -
Plan liability 1,596,445

Amount in Rs.

4,312,962

832,238
(400,402)
8,585,222

13,330,020
8,31,726

Amount in Rs.

19,642,037
(17,822,480)
1,819,557

1,819,557



Changes in the present value of the defined benefit obligation are as follows:

Amount in Rs.
Opening defined benefit obligation 19,642,037 5,480,291
Interest cost 2,525,154 832,238
Current service cost 12,462,640 4,312,962
Benefits paid (37,870) -
Actuarial (gains) / losses on abligation 1,892,036 9,016,546
Closing defined benefit obligation 36,483,997 19,642,037

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

Amount in Rs.
Opening fair value of plan assets 17,822,480 5,398,173
Expected return 1,513,633 400,402
Contributions by employer 17,138,589 11,592,580
Benefits paid (37,870) -
Actuarial gains / (losses) (1,549,280) 431,324
Closing fair value of plan assets 34,887,552 17,822,480

The Company has contributed Rs. 17,155,164, towards gratuity during the period April 1, 2009 to March 31, 2010.

Employer’s estimate of contribution expected to be paid to the plan during the annual period beginning after the balance sheet date could not
be reasonably determined.

The major categories of plan assets as a percentage of the fair value of total plan assets are as follows:

Insurance Managed Fund 100% 100%



The overall expected rate of return on assets is determined based on the average long term rate of return expected on investment of the fund

during the estimated term of the obligations.

7.90%
7.50%

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

Age (Yrs)
21-30
31-40
41-59

5,480,291
5,398,173

(82,118)
2,213,180

Rates
5%
3%
2%

1,825,204
1,591,392
(233,812)

Discount rate 8.30%
Expected rate of return on assets 7.50%
Salary escalation rate per annum 10% for the first four years and 7% there after
Rates of leaving service at specimen ages Age (Yrs) Rates
21-30 5%
31-40 3%
41-59 2%
The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority, promotion and other relevant
factors.
Defined benefit obligation 36,483,997 19,642,037
Plan assets 34,887,552 17,822,480
Surplus / (deficit) (1,596,445) (1,819,557)
Experience adjustments on 4,582,747 5,137,920
plan liabilities
Experience adjustments on (1,549,280) 431,324

plan assets

(93,594)



Amount in Rs.

Salaries and Incentives 11,899,944 20,171,247
Perquisites 3,645,000 1,200,000
Contribution to provident fund 955,764 265,043
Stock option cost 457,740 11,153,559
Total 16,958,448 32,789,849

Note: As the liabilities for employee benefits pertaining to the Managing Director are provided on an actuarial basis for the Company as a
whole, the amounts pertaining to the directors are not included above.

Amount in Rs.

31-Mar-10 31-Mar-09
Salaries - 5,674,863
Professional fees* 45,644,256 4,668,429
Travelling expenses 1,343,262 -
Guarantee fees 214,800 1,419,187
Membership and subscriptions 361,225 103,770
Total 47,563,543 11,866,249

*Professional fees include an amount of Rs. 38,737,042 towards consultancy services in connection with the proposed public offer of equity shares.

Net Profit after tax as per Profit and Loss 1,739,538,242 802,244,544
Account (Rs.)

Weighted average number of shares used in 53,009,025 44,692,320
computing basic earnings per share

Add: Equity shares for Nil consideration arising 1,428,615 1,061,071
on grant of stock options under stock option

plan

Add: Partly paid up shares of Rs. 10 each,

Rs. 0.50 paid up 2,523,921 3,670,244
Add: Compulsorily Convertible Preference 6,679,622 150,503

Share of Rs. 10 each compulsorily convertible
on December 26, 2009 with an option to
the holder to convert the holding at any time

before that date.

Weighted average number of shares in 63,641,183 49,574,138
calculating Diluted Earning Per Share

Basic Earnings per Share (Rs.) 32.82 17.95
Diluted Earnings per Share (Rs.) 27.33 16.18

Nominal value of shares (Rs.) 10.00 10.00



Amount in Rs.

Standard assets  29,271,146,900 14,127,347,896 38,984,173 34,236,537 - 73,220,710 29,197,926,190 14,088,363,723
Sub-standard 96,057,621 42,406,874 19,494,938 28,533,873 - 48,028,811 48,028,811 22,911,936
assets

Doubtful assets - 4,622,054 2,311,027 - 2,311,027 - - 2,311,027
Loss assets - 850,141 850,141 - 850,141 - - -

Office Premises:

Head office and the Branch office premises are obtained on operating lease. The Branch office premises are generally rented on cancellable
term for less than twelve months with no escalation clause and renewable at the option of the Company. However, the Head office premise has
been obtained on the non-cancelable lease term of twenty four months with an escalation clause of five percent for every twelve months.
There are no restrictions imposed by lease arrangements. There are no subleases. Lease payments during the year are charged to Profit and

Loss Account.

Amount in Rs.

Operating lease payments recognized during 140,847,310 88,124,809
the year

Minimum Lease Obligations

Not later than one year 41,310,012 40,935,845

Later than one year but not later than five years 32,130,036 145,911,053

Later than five years Nil Nil
Vehicles:

The Company has taken certain vehicles on cancellable operating leases. Total lease expense under cancellable operating lease during the year was
Rs. 4,834,164 (Previous year Rs. 1,488,825).



Alpha Micro Finance 200,000 2,000,000 - -
Consultants Pvt. Ltd.

Total 200,000 2,000,000 = =

There were no investments for the year ended March 31, 2009.

Amount in Rs.
Balances held in current account
Urban Co-operative Bank 6,701,091 556,569 3,436,842 1,661,211
Buldhana Urban Credit 2,202,125 61,815 1,804,980 305,575
Co-operative Bank
Total 618,384 1,966,786

17. The Company has given Interest free collateral free loan to an employee welfare trust under the Employee Stock Purchase Scheme to provide
financial assistance to its employees to purchase equity shares of the Company under such scheme. The loan is repayable by the Trust under
a back to back arrangement by the Trust with the employees of the Company. The yearend balance for the total loan granted is
Rs. 87,285,811 (Previous Year Rs. 69,813,060).

18. The Company has initiated the process of identification of suppliers registered under the Micro Small and Medium Enterprise Development Act,
2006 (the ‘MSMED’) by obtaining confirmation from all the suppliers. Based on the information currently available with the Company no
amount is payable to the Micro, Small and Medium Enterprises as per the MSMED Act, 2006 as at March 31, 2010.

Amount in Rs.
Cash and Bank balance (Refer Schedule 8)
Cash on Hand 11,804,492 12,041,234
Balance with Scheduled bank
On Current accounts 2,242,574,554 1,565,288,217
On Deposit accounts 7,480,187,058 13,890,916,254
Balance with Non scheduled bank
On Current accounts 618,384 1,966,786
Total 9,735,184,488 15,470,212,491
Less: Bank deposits not considered as cash 1,960,387,058 2,283,095,393

and cash equivalent
Cash and Cash Equivalent 1,774,797,430 13,187,117,098



20. The Company has incurred Rs. 77,146,808 in connection with the proposed public offer of equity shares. This amount shall be adjusted
against securities premium arising from the proposed issue of equity shares, as permitted under section 78 of the Companies Act, 1956. This
amount has been carried forward and disclosed under the head “Miscellaneous Expenditure” in the Balance Sheet.

Disclosed under “Operating and other expenses”

Audit fees
Certification fees

Out of pocket expenses

Disclosed under “Miscellaneous Expenditure”
Auditor services in connection with proposed

initial public offer

a. Capital Risk to Asset Ratio (‘CRAR’)

CRAR (%)
CRAR - Tier | Capital (%)
CRAR - Tier Il Capital (%)

6,650,000
120,000
1,636,977

3,600,000

b. The Company has no exposure to Real Estate Sector directly or indirectly.

c. Asset Liability Management

Maturity pattern of certain items of assets and liabilities as on March 31, 2010:

Liabilities
Borrowings
from Banks

Market
Borrowings

Assets
Advances
Investment

228.88

33.25

461.43

68.68

19.64

435.16

141.59

62.97

373.66

252.05 691.93

103.62 145.96

911.27 779.96

28.55%
28.55%
0.00%

613.92

299.94

0.78

Amount in Rs.

3,900,000
130,000
754,108
39.04%
38.49%
0.55%
(Rs. in Crores)
- 1,997.06
32.23 697.61
3.48 8.96 2,974.69
- 0.20 0.20



Maturity pattern of certain items of assets and liabilities as on March 31, 2009:

Liabilities
Borrowings 50.76 38.39 141.02 175.12
from Banks

Market 11.78 33.08 8.39 68.19
Borrowings

Assets
Advances 238.52 207.47 184.50 439.21
Investment - - - -

23. Previous year’s figures have been regrouped / recast wherever necessary to conform to current year’s classification.

For and on behalf of the Board of Directors of
SKS Microfinance Limited
Sd/- Sd/-

Vikram Akula Suresh Gurumani
Chairman Managing Director

354.33

117.80

354.46

Sd/-

S. Dilli Raj
Chief Financial Officer

727.51

244.32

6.39

9.15

6.98

(Rs. in Crores)

- 1,493.53

0.60 493.30

5.80 1,436.94
Sunil K. Bansal

Company Secretary



Statement pursuant to Part IV of Schedule VI to the Companies Act, 1956
Balance Sheet Abstract and Company’s General Business Profile
| Registration Details

Registration No: N-09.00415 State Code:
Balance Sheet Date: 31-Mar-10

I Capital Raised During The Year (Amount in Rs. Thousands)

Public Issue NIL Rights Issue
Bonus Issue NIL Private Placement

Il Position of Mobilisation And Deployment of Funds (Amount in Rs. Thousands)

Total Liabilities 36,527,040 Total Assets

Sources of Funds

Paid-Up Capital 645,272 Reserves and Surplus
Stock Options Outstanding 41,793

Secured Loans 25,795,734 Unsecured Loans
Deferred Tax Liability (Net) -

Application of Funds

Net Fixed Assets 188,518 Net Intangible Assets
Investments 2,000 Deferred Tax Asset (Net)
Net Current Assets 36,109,505 Miscellaneous Expenditure
Accumulated Losses -

IV Performance of Company (Amount in Rs. Thousands)

Turnover (Sales and other income) 9,589,294 Total Expenditure
Profit Before Tax 2,677,020 Profit After Tax
Earnings Per Share - Basic Rs. 32.82 Dividend Rate %

V' Generic names of principal products/services of the Company
(As per monetary Terms)

ltem Code No. (ITC Code) Not Applicable
Product Description

NIL
74,706

55,074
94,796
77,147

6,912,274
1,739,538
Nil
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A mother who nurfures

Dhanam and Veerabhadra are part of a weaver’s community in Andhra Pradesh. They live in Peddasooraram, a remote village in Nalgonda
district with their son Ramesh, his wife Saritha and a baby son. The older couple’s daughter is married and lives in a nearby village.

It has been a long and arduous journey for the family who had a hard time making ends meet until a few years ago. Both Dhanam and
Veerabhadra would stitch clothes late into the night. They lived in a small rented home that flooded with every rain. It was difficult to raise two
young children and their son could not pursue college education due to financial constraints.

Things changed in 2005 when a young SKS field assistant visited their village. He told Dhanam about the company’s small collateral-free loans.
Dhanam did not hesitate since she knew what she could buy with the money. She organized the women in the village and they went through a
training session to understand their rights and responsibilities as SKS borrowers.

Dhanam’s first loan of Rs. 8,000/- helped the couple buy an embroidery machine. Things improved since they could charge a premium and add
value to clothes they stitched. Over the next few years, Dhanam accessed nearly Rs.120,000/- in financing. This included Rs. 40,000/- as an
individual loan from SKS for setting up a grocery store, then a telephone booth followed by two dish antennas for cable TV service.

Today, the family has multiple sources of revenue. They earn Rs. 40,000/- every month from cable TV connections to nearly 400 families in the
four villages nearby. Of this, Rs. 10,000/ is spent on maintenance and paying two workers who help with the cable connections and collections.
They have daily revenue of about Rs. 500/- Rs. 600/- from the grocery store, of which they can easily save Rs. 200/- every day. This makes
them an additional Rs. 6000/- a month. The tailoring jobs undertaken by Veerabhadra fetch the family Rs. 3,000/- every month and a tractor
purchased with a cooperative bank loan fetches them Rs. 20,000/- a month through rentals.

“SKS has been like a mother nurturing us throughout our struggles,” said Dhanam. “We live a life of dignity and have a social status within the
village. Women often come to me seeking advice and | am happy to guide and help them out.”

What's her next dream? “l want to help my son set up a department store on the main road. My daughter-in-law will manage it. Sheis a
graduate, you know,” Dhanam said proudly.
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