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I T I E E N I
DIRECTORS'REPORT

To
The Members
M/s. Trident Microfin Private Limited
2, Malviya Enclave, M. M. Malviya Road,
Amritsar - 143001

Your Directors have pleasure in presenting the Fifteenth Annual Report together with the Audited
Balance Sheet as on 3ls March, 2011 and the Profit & Loss Account for the period ended on that
date along with the Report of Directors' and Auditors' thereon.

Review of the developments in the MFI sector:
The year under review was ruther a turbulent one for the Microfinance sector in general and your
Company in particular. The print and electronic media in AP had staxted a vilification campaign
against the microfinance sector blaming the seotoFfor their so called coeroive recovery praotices
and excessive rates of interest reportedly driving some clients to commit suicide This appears to
have forced the state Govemment ofAP to consider some administrative steps to control lhe MFIS.
The Govemment of AP promulgated an ordinance on MFIS on October, 15' 2010 and started
implementing the draconian provisions of the MFI act. This changed the entire dynamics of MFI
business in AP. This also liad a ripple eff€ct in neighboring states. The AP MFI law practically
stopped the operations of the MFIS. The borrowers were exhorted by the political leadership to
default in repayments to MFIS. There was a marked change in the behaviour ofthe borroweN and
they defaulted en masse in repayment. The recovery performance ofthe Company suffered a severe
setback making it difficult for the Company to keep up their commitments to the lenders.
Nevertheless, th€ Company made its best €ndeavours to honour the rcpayment obligations to the
maximum extent possible and could repay the installm€nts upto 31.01.1I and serviced intercst uplo
3 1 . 0 3 . 1 1 .

Concemed with the developments in microfinance sector in AP, the RBI appoint€d a committee to
study the sector and sugg€st appropriate measures. This committee was headed by
Sri.Y.H.Malegam. The committee submitted its report in February, 2011 making wide ranging
recommendations for sheamlining the microfinance sector. The RBI have started issuing
notifications in stages in respect ofthe recommendations accepted by them.

Out look for future:
While the situation in AP continu9s to cause concem, the news that the Government of India has
circulatod a &aft miqofinance bill for the comments of all the stake holders has brought the much
r€quired relief to the sector. The central law, when passed is likely to provide a much needed
stability to the sector. The proposal to make RBI the sole regulator of the sector has also been
welcomed by the sector.

Corporate Debt Restructurins (CDR)
The RBI had given some relaxation in the asset classification norms in view ofthe difficult situation
the MFIS were finding themselves in. Your Company also took several steps to tide over the
situation. In consultation with the major lender, Indian Overseas Bank (lOB), your
approached the CDR authorities requ€sting for a Debt Restructuring Package. After
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Auditors
N,l/s. Vaithisvaran & Co., Chartered Accountants, the Statutory Auditors of the company retire at
the ensuing Annual General Meeting and are eligible for reappointrnent.

Further they have given their consent and confirmed that they are eligible and are within the limits
specified pursuant to section 224(lXB) ofthe Companies Act, 1956 ifthey are appointed.

Board proposes to appoint them to the office of th€ statutory auditors of your company and they
shall hold oflice from the conclusion of this Annual General Meetins to the conclusion ofthe next
Annual General Meeting.

Fixed Deposits
The Company has not accepted any fixed deposits and the provisions of Section 58A of the
Companies Act, 1956 are not applicable to the Company

Directors' Responsibilitv Statement
Pursuant to Section 217 (2AA) ofthe Companies Act, 1956, the Directors confirm:

i) that in the preparation of the Annual Accounts for the Financial Year ended 31"' March,
2011, the applicable Accounting Standards have been followed along with proper
gxplanation relating to material departures;

ii) that the Direotors had selected such aooounting policies and applied them consistently
and made judgments and estimates that are reasonable and prudent so as to give a tlue
and fair view ofthe state ofaffairs ofthe Company at the end ofthe financial year and of
the Profit ofthe Company for the period under review;

iiD that the Directors have taken proper and sullicient care for the maintenance of adequate
accounting records in accordance with the provisions ofthe Companies Act, 1956 for
safeguarding the assets ofthe Company and for preventing and detecting ftaud and other
inegularities: and

iv) that the Directors have prepared the Annual Accounts for the Financial Year ended 31"
March, 201I on a'going concem'basis.

Personnel
There is no employee whose informEtion is required to be provided as per Section 217 (2A) ofthe
Compani€s Act, 1956 read with Companies (Patticulars ofEmployees) Rules, 1975.

Conservation of Energy
The business of the Company is in the field of services sector and is noL
manufacturing. The Company does not have any information to fumish with respect

in the field of

ofenergy, technology absorption and foreign exchange eaming and outgo,
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Research and DeveloDment (R & D)
i. Specific areas in which R & D canied out by the Company
ii. Benefits derived as a rgsult ofthe above R&D
iii. Expenditure on R & D

Technoloqv Absorption. Adarttation and Innovation
a. Technology impoted
b. Year ofimport
c. Has technology has been fully absorbed
d. Technicalcollaborator

NiI
Nil
Nit

NiI
-N.A-
Nil
Nil

ForeigD Exchange f,arnings and Outgo
Amount - Rs.

Paticulars 20lo-2011 2009t010
Foreisn Exchanse inward Nil Nil
Foreipn Exchange out go Nil 1.56.273

Comments on the Observations ofthe statutorv auditors

a) Improvement in internal control procedures for collection of dues from the members:
The intemal control procedures ofthe Company were designed for normal MFI operations.
An unprecedented situation was created in the MFI sector due to the enactment ofa law by
the Govemment of AP throwing the intemal control mechanisms of the Company out of
gear resulting in a change in the behavior ofthe borrowers as far as repayment is concemed.
The provisions of the new law that lJle MFIS cannot conduct centre meetings or visit the
clients for recovery have qeated lot of confiision. We are studying the inadequacies in the
existing processes and procedures for collection of dues and appropriate revised processes
and procedures to rcctify the shortcomings are being devised.

The short comings mentioned by the auditors regarding the accounting of insurance claims
and other matters are also receiving our serious attention and appropriate improvdments in
monitoring and control mechanism as well as the software will be made.

b) Internal Audit System: The observations of the auditors have been taken in a right spirit.
As already stated above, the transactions of the Company were designed for normal MFI
lirnctioning. Due to the enaclment of a new law by the Government of AP, we are in the
process ofoverhauling our intemal audit procedures to respond to the changed situation.

c) Repaymetrt to the Banks: Though the company suffered a severe setback in the r€covery of
loans from the members due to the new law enacted by the Government of AP, the
Company managed to repay the principal amounts to the bank up to 3 I .0 I .20 1 1 from out of
the recoveries receiv€d from the other states and liom the available cash balances. However,
when the recove es position in A.P. showed no signs of improvement, the company
approached the CDR for a restructuring package which has since been approved.
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Frauds: The MFI law e[act€d by the State Govemment of A.P. in October,2010 and the
reports appeadng in the print and electonic media painting a disma.l pictue about the futule
of the MFIS in A.P. appeax to have emboldened the field staff of the company in A.P. and
neighboring states to take undue advantage ofthe situation by resorting to ftauds. Three
ftauds were detected during the period under review, one each at our Nagpur, Akola and
Nampally (lyderabad) branches. Complaints have been lodged with police authorities and
the services ofall the employees involved have been terminated. All the cases ofthe frauds
are being followed up for recovery and other appropriate action is being initiated.

Cariital Adequacv Ratio:
Your company is required to maintair a minimum CRAR of 15% as prescribed by the RBI.
However the CRAR of the company as per the audited financials is 1 1.0070. This was due
to the writing offofamounts as bad debts and provisioning made as p€r RBI norms.

Your company has now been sanctioned a Restructuring Package by the Corporate Debt
Restructuring (CDR) authorities. One ofthe salient features ofthe Package is the conversion
of 25% of the debt into equity and another 25o/o of lhe debt into Optionally Convertible
Cumulative Redeemable Preference Shares (OCCRPS). Your Company is in the proc€ss of
implementation of the CDR package. On full implementation, the equity capital of tho
Company will inorease substantially enabling the Company to have a CRAR of about
35.00% which will sadsry the Capital Adequaoy Ratio requirements. It may be relevant to
mention in this connection that the assets against which th€ Capital Adequacy Ratio is
calculated also include a Deferred Tax Asset of Rs.6.l4 Cr. If this is taken out of the CAR
reckoning the CAR position will be better.

Achlowledsments
Your Directors would like to express their grateful appreciation for the assistance and co-
operation received from the Reserve Bank of India, Bar cs and Financial Institutions,
Corporate Debt Resaucturing Cell, Govemment Authorities, Custom€rs and Shaxeholders
for the confidenoe reposed in the Company, during the year under review,

Your directors also wish to place on record their deep sense of appreciation for the
commitment and dedication of Trident familv. who have shown lot of forbeamnc€ in the
trying situation.

on behalfof the Board of Directors

e)

Place: Hyderabad
Date: 12.07.2011
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(Kishore Kuma; Pu[)
Mamging Director

(Vishal B
I)irector



VA'THISVARAN & CO
CHARTERED ACCOUNTANTS
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New No. 13, Old No. 6, Isi strcet,
Sowrashtr6 Nagar, Choolaimedu,
Chennai - 600 094.
Tel | 04+42648274, 4555 8451
Fax | 044'4254 8608
E-mail i headofiice@vaithisvaEn.com

AUDITORS' REPORT

TO TIiE MEMBERS OF TRIDE\T MICROFIN PRIVATE LTMTTED

l. We have audited the attached Balarce Sheet of Trident Microfin Private Limited
('the compary'), as at 31st March 2011, the Profit and Loss Account and the Cash
Flow Statement of the company for the pedod ended on that date, annexed thereto.
These financial statements are the rcsponsibility ofth€ Compafly's management. Our
responsibility is to express an opinion on these finarcial statements based on dur
audit.

We conducted our audit in accordance with generally accepted auditing standards in
tndia. These Standards require that we plan and perform the audit to obtain
reasonable assurance whether the fin4ncial statements are free of material
misstatement. An audit includes, examining on a test basis, evide[ce supporting the
amou[ts and disclosues in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by the M'anagement as
well as evaluating the overall financial statements. We believe that our audit provides
a reasonable basis for our opinion.

As required by the Companies (Auditor's Report) Oder, 2003 issued by the
Govemment of Iodia in terms of Section 227 (4A) of the Companies Act, 1956, we
give in the Amexure, a statement on the matten specified in paragraphs 4 and 5 of
the said Oder.

4. OuI comments on lhe accounts are as below:

Balances in Loans and Advlt ces under Cunent
conlirmation ftom individual borowers.
Bdlahces outstanding dgainst p^flies drc subiect to
rcspective p4fties.

Assets are subject to

cot{i nation from the

5. Further to our commelts ilr the Amexwe refened to above. we report that:

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

in our opinion, proper books of account as required by law have been kept by
the Company, so far as it appea6 ftom our examination of the books;

(a)

(b)

6*#S
l(*'C"')iw#
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(c) the Balance Sheet and the profit and Loss Account dealt with by this rcponare in agreement with lhe books or account;

(d) In our opinion, the Balarce Sheet and the profit and Loss Account dealt withby this^report cornpty with the Acco.nring Sd;; ;;;;;;;1 ,'ii""u""(3C) of Section 21 1 of the Companies Act, 1956.

(e) 
3l tty bash of written representations received from the Directors as o,' 3lMarch,20l1 and taken on r""nrq.!y _ft" e"ard 

"ii;i.;",;;;i,i"i."n *",nore of the Directors is disqualified as on jl March, ZOtt froir Ueingappointed as a director in terms ofclause (g; 
"r""u.""j", , "ri"iil* r74ofThe Companies Act, l956:

(0 In our opirioq and to the best.of our information aDd according to theexpranations given to us, the sa10 accounts read together with the notesthereon, give the information required by The c"-p"ii". a",,'l'g#. rn th"
lnanner.so required, and give a true anO ai, 

"i"* 
inlorrfu-.,niu *iirr,fr"accountng principles gensrally accepted in India:

(") 
I,ffifff;;'t},re 

Batance sheet, of the state of affairs ofthe compary as at

(b) in the case of tlle prcfit and Los
on that date: and 

is Account, ofthe profit for the period ended

(c) in the case ofcash Flow Staten
that date. 

.rent, ofthe cash flows for the year ended on

For Vaithisvaen & Co..
Chartered Accourt\nts

,g (e'il'"- fouo"'
S.Shankar Raman
Partner
Membership No. 209163
FiIm Regn No.4494S
Date :  l : -  o+  -2011 ffi



VAITHISUARAN & CO
CIIARTERED ACCOUNTANTS

New llo. 13, Old No. 6, Ist Str€et,
Sowrashtra Nag6r, Choolaim€du,
chednai - 600 094.
Tel I 0442648274, 4555 4461
Fax | 044-4264 8608
E-lnail : headoffice@vaithisvaran,com

AUDITORS'REPORT

TO THE BOARD OF DIRXCTORS OF TRIDENT MICROFIN PRIVATE
LIMITED

We have audited the attached Balance Sheet ofTrident Microfin Private Limited (.the
company'), as at 3lst March 2011, the Profit ard Loss Account and the Cash Flow
Statement of the company for the period ended on that date, annexed thereto. These
financial staternents are the respolsibility of the Company's management. Our
responsibility is to express an opinion on these filancial statements based on our audit.

We conducted our audit in accorilance with generally accepted aubiting standards in
India. These Standards require that we plan and perform the audit to obtain reasonable
assurance whether the financial statements arc ftee of material misstatement. An audit
includes, examining on a test basis, evidence supporting the amounts and disclosues in
the financial statements. An audit also i[cludes assessing the accounting pinciples used
and significant estimates made by the Management as well as evaluating the overall
financial statements. We believe that our audit provides a reasonable basis for our
opinion.

Furtler to our comments in the Audit report under section 227 of the Companies Act,
1956 dated 12rn Jdy 2011 and the annexwe there to and as rcquired by the Non-Banldng
Finance Company Auditor's Report (Reserve Bank) Directions, 2008, issued vide
RBV2008-2010n93 DNBS (PD) CC No.l29l03.02.82/2008-2010 dated 23d September
2008, we give hereunder, a statement on the matters specified in paragraphs 3 and 4 of
the said Order:

the company is engaged in the business of Non-Banking Finance Company.
CNBFC) and it has obtained Certificate of Registation (COR) from The Reserve
Bank Oflndia (RBI) vide registration number 8-06.00409 dated 04-05-2010.

in our opinion, the company is entitled to hold COR in terms of its asset/income
pattem as on March 31st 2011 read with RBI I 2006-2007/158 DNBS (PD) CC
No. 81/03.05.002/2006-2007 dated October 19. 2006

a)

b)

fdffi?-
A #dl
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c) based on the cdteria set forrh by RBI in circular number DNBS (pD) CC No.85/03.02.089/2006_2007 dated December 6, ZOO6 f* 
"i".sit"ati"-n 

if t,mfc, u,Asset Finance company (AFC) the company fats under 
"r".rrn""ii", 

* 
" 

r-"-Company (Non Deposit Accepting _ Sysiemi"afy f_portrtrg ll lefi]fuo_S f_f_C).

d) The Board of directors has passed a resolution for non_acceptance of any publicdeposit on 23d Mav 2010

., 
l,ll._^:"Tpf, 

tas nor accepted any pubtic deposir during rhe year ended 3t".
"]1.' l ,  ̂ ' ,  nowe\er company.has accepted inleresl f iee cash securil) forcefialn category ofthe loans extended by it to it. bollo*"r. / rn"-U"...

f) The company has complied wi*r prudential norms relating to income recoglrlon,accounting standards, asset classification and provisionin'g to, luJ anO aooUtn tdebts as applicable to it in term*s of Non_'eanking finuo"iA fron-o"poriaccepting or Holding) Companies prudential Norms in"r"*" i'arij'oo"",ion,

3BBtr 
d^ed Febuary 22, 2007 vide Notificati". Nr_r", rjisii;j,oo tvr.l -

g) The company is a systemically important NBFC as at 31"tMarch 20l l:

a, The capital adequacy ratio (CRAR) of 15,7g% mentioned in NBS_7based on provisional financials autu. Uo*"n"., tl" 
""""""i 

aUn 
",per audited financiats data is 11.00yo. Th" 

"o".""t 
Cn ln oi ff.OOZ i,less than the minimum CR{R of fSX p.""""iU"aiu ii. *"."*"BaDl vide DNBS.pD/cC.No 138/03,02.00 zizoovis-i"t"i ii_oq-zoos;

b The company has fumished to the bank the araual statement of capitaltunds, risk assets/exposures and risk asset r"i" Orni-ii iiili, ,tiprr""adate.

For Vaithisvaran & Co.,
Chartercd Accoqf\nts

( ('--t'|or^o"

S.Shankar Raman
Partner
Menbership No. 209 1 63
Fi1m Regn:44945 .
D a t e :  l t ' o + - ) - o \ l

6P!s(r)
3*(xvoeuem)9*
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VA'|HISUARAN & CO
CHARTERED ACCOUNTANTS

New No. 13, Old No. 6, Ist Street,
Sow.ashFa NagE choolaimedu.
Chennai - 600 094.
Tel : 0492648274,4555 8461
Fax : 044'4264 8608
E-mail I headofiice@v6ithi$aran-com

ANNEXURE TO THE AUDITORS'REPORT ,
(Referred to in our report of even date)

A-s requircd by the Companies (Auditor,s Report) Order, 2003 issued by the covemment
of India in terms of Section 227 (4A) of the Compades Act, 1956, we r"eport that:

(i) In respect ofits fixed assets:

(a) The Compary has maintained proper records showing full particula$,
including quantitative details and situation offixed assets.

(b) The fixed assets ofthe company were physically verified during the period by
the management. According to the information and explanatioins given to us
no matedal discrepancies were noticed on such verification.

(c) No material fixed assets were dispos€d off during the year and therefore do
not affect the going concem assumptioll.

(ii) The company is a Non Banking Finarce Company engaged in the business of
micro-finance. It does not maintain any inventory. Hence piovisions of4(ii) ofthe
Order are not applicable.

(iiD In our opinion and according to the information and explanations given to us, the
Company has not taken / g.anted any loans, secured or unsicured aom/to
C-ompanies, firms or other parties covered in the register maintained under section
301 ofthe Companies Act, 1956:

(iv) In our opinion and according to the information and explanations glven to us,
there are adequate internal control procedures commensurie with thJ size of the
Company and the nature ofits business for the purchase offixed assets and sale of
sewices and we have not observed aly continuing failure to correct malor
wealresses in such intemal coltro1s. Iz orr r opinion tie company has to improve
its itttema.l confiol proceilures Nith rcspect to the proceis if colleaion antl
recovery of dues ftom its ,nembers.

(v) To the best of our knowledge and belief and according to the infomation and
explaaations givel to u:s, there were no contracts or araang€ments that u,ere
needed to be entered in the register maintained in pursuance oisection 301 ofthe
Companies Act 1956.

iW?-w9
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