








Micro Housing Finance Corporation Limited

Schedules forming part of financial statements for the year ended March 31, 2010

Schedule -1 : Capital

Authorised

25,000,000 (Previous year 5,000,000)
Equity Shares of Rs 10 each

Issued, subscribed and paid up

11,666,663 (Previous year 2,200,000 Equity
shares of Rs 10 each

As at March 31, 2010 As at March 31, 2009
(Rupees) (Rupees)
250,000,000 50,000,000
116,666,630 22,000,000

Schedule - 2 : Reserves and Surplus

As at March 31, 2010

As at March 31, 2009

Securities premium

Balance at the beginning of the year
Add: Amount received during the year
(Premium of Rs.5 per share on 4,666,663
(Previous year Nil ) shares)

(Rupees)

(Rupees)

23,333,315

23,333,315

Schedule - 3 : Unsecured Loans

As at March 31, 2010

As at March 31, 2009

(Rupees) (Rupees)
Loan from director® - 467,000
= 467,000
* Maximum balance outstanding at any time during the year - Rs.467,000 (Previous year - Rs.467,000)
Schedule - 4
Fixed Assets (Rupees)
Gross Block (At Cost) Depreciation Net Block
Particulars As at Additions | Deletions As at As at For the year | Deletion As at As at As at
1.04.2009 31.03.2010 |1.04.2009| 2009-10 31.03.2010| 31.03.2010 |31.03.2009
Computers - 281,085 281,085 - 57,558 - 57,558 223527 -
Furniture & Fixtures - 37,126 - 37,126 - 3,935 - 3,935 33191 -
Office equipment - 6,993 - 6,993 - 200 - 200 6,793 -
Total - 325,204 - 325,204 - 61,693 - 61,693 263,511 -
Previous year - - - - - - - - - -




Micro Housing Finance Corporation Limited

Schedule forming part of financial statements for the year ended March 31, 2010

Schedule - 5 : Housing Loans

As at March 31, 2010

As at March 31, 2009

(Rupees) (Rupees)
(Rupees)
Standard 8,114,214 -
Sub Standard - .
8,114,214 -

Schedule - 6 : Cash and Bank Balances

As at March 31, 2010

As at March 31, 2009

Cash on hand

Balances with Scheduled Banks in:
- Current accounts

- Deposit accounts

(Rupees) (Rupees)
3,010 100
2,716,787 812,425
118,958,781 20,000,000
121,678,578 20,812,525

Schedule - 7 : Other Current Assets

As at March 31, 2010

As at March 31, 2009

Interest accrued but not due from
Borrowers
Interest Accrued on Fixed Deposits

(Rupees) (Rupees)
89,201

3,324,300 1,158,281

3,413,501 1,158,281

Schedule - B : Loans and Advances

As at March 31, 2010

As at March 31, 2009

(Rupees) (Rupees)

Advances recoverable in cash or in kind or 1,038,050 301,649
for value to be received

1,038,050 301,649

Schedule - 9 : Liabilities

As at March 31, 2010

As at March 31, 2009

(Rupees) (Rupees)

Accounts Payable 2,679,665 1,009,699
Other Liabilities 342,637 102,198
3,022,302 1,111,897




Micro Housing Finance Corporation Limited

Schedules forming part of financial statements for the year ended March 31, 2010

Schedule - 10 : Miscellaneous Expenditure

As at March 31, 2010

As at March 31, 2009

Opening balance

Less: Written off during the year

(Rupees) (Rupees)
389,098 389,098
389,098 -

- 389,098

Schedule - 11 : Income from Operations

For the year ended March 31, 2010

For the period May 16, 2008 to
March 31, 2009

Interest on Loans

Application and Processing Fee

(Rupees)

(Rupees)

348,270
298,615

646,885

Schedule - 12 : Employee Remuneration
and Benefits

For the year ended March 31, 2010

For the period May 16, 2008 to
March 31, 2009

Salaries
Staff welfare

(Rupees)

(Rupees)

4,297,217
217

4,318,334

Schedule - 13 : Operating and
Administrative Expenses

For the year ended March 31, 2010

For the period May 16, 2008 to
March 31, 2009

Legal and Professional Charges
ROC Filing Fee and Stamp Duty
Travelling and Conveyance
Printing & Stationery
Communication
Miscellaneous Expenditure written off
Power
Repairs & Maintenance (Others)
Payment to Auditors

Audit Services

Other Services
Hotel & Boarding
Rent
Miscellaneous Expenses

(Rupees) (Rupees)
4,426,423 1,759,644
1,408,510 1,000
641,621 214,051
192,036 1,040
73,799 -
389,098 97,274
70,268 -
165,080 -
200,000 16,545
100,000 2,758
B5,722 _
520,000 -
194,865 289,346
8,467,422 2,381,658




Schedule — 14: Significant accounting policies and notes to the
financial statements

L

II.

I11.

Background

()

Micro Housing Finance Corporation Limited ("MHFC"”) is a start up venture, incorporated on May 16, 2008.
Its objective is to provide housing finance for lower income households (mostly in the unorganised sector)
in urban India.

Basis of preparation of financial statements

The financial statements which have been prepared under historical cost convention on the accrual basis
of accounting, are in accordance with the applicable requirements of the Companies Act, 1956 (the ‘Act’)
and comply in all material aspects with the Accounting Standards prescribed by the Central Government,
in accordance with the Companies (Accounting Standards) Rules,2006, to the extent applicable. The
accounting policies have been consistently applied by the Company.

(b) Use of estimates

(b)

The preparation of the 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, disclosure of contingent liabilities as at the date of financial statements and the reported
amounts of revenues and expenses during the reporting period. Key estimates include estimate of useful
life of assets, provision for expenses, retirement benefits, provision for doubtful debts and income taxes.
Actual results could differ from those estimates. Any revision to accounting estimates will be recognised
prospectively in the current and future periods.

Significant Accounting Policies

Fixed assets and depreciation:

Fixed assets are stated at cost of acquisition less accumulated depreciation. Cost includes inward freight,
duties, taxes and incidental expenses related to acquisition and installation of the assets upto the point the
asset is ready for its intended use.

Depreciation is provided under the Written Down Value method on pro- rata basis, at the rates and in the
manner prescribed in Schedule XIV of the Companies Act, 1956, which also represents the useful life of the
fixed assets.

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

Impairment of assets:

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 estimated recoverable amount. The recoverable amount is greater of the
asset's net selling price and value in use. In assessing the value in use, the estimated future cash flows are
discounted to the present value using the weighted average cost of capital. After impairment, depreciation
is provided on revised carrying amount of the assets over its remaining useful life. Previously recognized
impairment loss is further increased or reversed depending on changes. However the carrying value after
reversal is not increased beyond the carrying value that would have prevailed by charging depreciation if
there was no impairment.




©)

Revenue recognition:

Repayment of housing loans is generally by way of Equated Monthly Installments (EMIs) comprising
principal and interest. EMIs commence once the entire loan is disbursed. Pending commencement of EMiIs,
pre-EMI interest is payable every month. Interest on loans is computed on a monthly rest basis.

Income from interest is accounted on time proportion basis taking into account the amount outstanding
and the applicable rate of interest.

Taxation:

Clurrent taxation

Provision for current tax is recognized based on the estimated tax liability computed after taking credit for
allowances and exemptions in accordance with the Income Tax Act, 1961.

Deferred taxation

Deferred tax assets and liabilities are recognised for the future tax consequences attributable to timing
differences between the financial statements carrying amounts of existing assets and liabilities and their
respective tax basis. Deferred tax assets and liabilities are measured using the enacted tax rates or tax
rates that are substantively enacted at the balance sheet dates. The effect on deferred tax assets and
liabilities of a change in tax rates is recognised in the period that includes the enactment date. Where there
is unabsorbed depreciation or carry forward losses, deferred tax assets are recognised only if there is
virtual certainty of realisation of such assets supported by convincing evidence that sufficient future
taxable income will be available against which such deferred tax assets can be realised in future. Other
deferred tax assets are recognised only to the extent there is reasonable certainty of realisation in the
future. Such assets are reviewed at each balance sheet date to reassess realisation.

Housing Loans:

Housing loans represents outstanding amount of housing loan disbursed directly to borrowers.

Staff Benefits:
All short term employee benefits are accounted on undiscounted basis during the accounting period
based on services rendered by employees.

Provisions and Contingent liabilities:

Provision is recognized when the Company has a present obligation as a result of past events and 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
management 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 management estimates.

Contingent Liabilities are disclosed in respect of possible obligations that arise from past events, whose
existence would be confirmed by the occurrence or non occurrence of one or more uncertain future events
not wholly within the control of the Company.




I'V. Notes to the financial statements

1. Auditors’ remuneration:

Particulars Year ended March 31, 2010 Year ended March 31, 2009

Rupees Rupees
Statutory Audit 200,000 16,545
Other services 100,000 2,758
Total 300,000 19,303

2. Related party disclosures:
Particulars of related party transactions (as certified and confirmed by the management)
Rupees

Particulars March 31, 2010 March 31, 2009

|. Key Managerial Personnel
1 Mr Madhusudhan Menon, Director
2. Mr Rajnish Dhall, Director
3. Mr Nachiket Shelgikar, Director

Note: No salary / allowances were paid to
the above key managerial persons for the
years ended March 31, 2010 and March 37,
2009.

1l, Other transactions

a. Unsecured, interest free loan
provided by one of the directors to
the Company. = 467,000

Repayment of interest free loan 467,000 -

b. Allotment of shares to directors 48,333,330 22,625,000

3. Earnings per share
The amount considered in ascertaining the Company’s earnings per share constitute the net profit after
tax. The number of shares used in computing basic earnings per share is the weighted average number of
shares outstanding during the year. The number of shares used in computing diluted earnings per share
comprise the weighted average number of shares considered for deriving basic earnings per share and
also the weighted average number of shares which could have been issued on conversion of all dilutive
potential shares.

Particulars Year ended March 31, 2010 Year ended March 31, 2009

Rupees Rupees
Net Loss for equity share holders (7,597,049) (917,344)
Weighted average number of equity 6,505,387 2,200,000

shares outstanding during the year.

Basic and diluted earning per share

(Equity share of Rs. 10 each) Q117) (0.42)




4. The management has represented that the Company has not transacted during the year with the
enterprises covered under Micro, Small and Medium Enterprises Development Act, 2006 and such
representation has been relied upon by the Auditors of the Company.

5. The financial statements of the Company for the immediately preceding previous period were audited and
reported by another firm of Chartered Accountants. Prior period's figures have been
regrouped/rearranged wherever necessary only to conform to the current year’s presentation. Further, the
prior accounting period was from May 16, 2008 to March 31, 2009 and therefore the figures are not
comparable to the current accounting period, comprising of twelve months ended March 31, 2010.

Signatures to Schedules 1to 14

For and on behalf of the Board of Directors

Rajnish Dhall Nachiket Shelgikar
Director Director

Place: Mumbai
Date: June 15, 2010




BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL BUSINESS PROFILE

. REGISTRATION DETAILS

REGISTRATION NO. 182274 | STATE CODE: n

BALANCE SHEET DATE 31/03/2010

Il. CAPITAL RAISED DURING THE YEAR (RS. IN THOUSAND)

PUBLIC ISSUE NIL RIGHT ISSUE NIL

BONUS ISSUE NIL PRIVATE PLACEMENT 118000

Ill. POSITION OF MOBILISATION AND DEPLOYMENT OF FUNDS (RS. IN THOUSAND)

TOTAL LIABILITIES 140000 TOTAL ASSETS 140000

SOURCES OF FUND

PAID-UP CAPITAL 116667 RESERVES & SURPLUS 23333

SECURED LOANS NIL UNSECURED LOANS NIL

APPLICATION OF FUND

NET FIXED ASSETS HOUSING LOANS 814
NET CURRENT ASSETS 123108 INVESTMENTS NIL
ACCUMULATED LOSSES 8514 MISC. EXPENDITURE NIL

IV. PERFORMANCE OF COMPANY (RS. IN THOUSAND)

TURNOVER TOTAL EXPENDITURE 12847
PROFIT/LOSS BEFORE TAX PROFIT/LOSS AFTER TAX -7597
(+ Profit, - Loss) (+ Profit, - Loss)

EARNING PER SHARE IN RS. -1.17 DIVIDEND RATE % NIL

Vi. GENERIC NAMES OF PRINCIPAL PRODUCTS/SERVICES OF COMPANY (AS PER MONETARY TERMS)

ITEMS CODE NO. (ITC CODE)
1 HOUSING FINANCE BUSINESS
2
3




BRIEF PROFILE OF DIRECTORS / MANAGEMENT TEAM

Madhusudhan Menon (Chairman)

Madhu is a Chartered Accountant with over 23 years of banking experience, initially with the Reserve Bank of India and then with
American Express Bank ("AEB"). Since leaving AEB in 2002 as Senior Director, responsible for Commercial Banking and Capital
Market activities in India, he has been an advisor to various business groups in India as a wealth management and capital market
specialist. He has a keen interest in using commercially viable business models to stimulate and sustain social change.

Rajnish Dhall (Managing Director)

Rajnish completed his P.G.D.M from the IIM (Ahmedabad), after which he worked with American Express Bank in a variety of roles
for 15 years, the last 10 of which were overseas based. He left the Bank as a Senior Director in 2006 and returned to Mumbai to
work in the social sector (advising Aangan, an NGO which works in state run children homes and as a member of the Justice
Dhanuka court appointed committee to look into the infrastructure of Mumbai municipal schools).

Nachiket Shelgikar (Director - Sales and Marketing)
Nachiket completed his B.S. from the Carnegie Mellon University, after which he worked with Deutsche Bank in M&A for a year in
London. He left the Bank in August 2008, and returned to Mumbai to work as a social entrepreneur.

Ramesh Ogale (Director - Projects)

Ramesh has more than 25 years of experience in the Real Estate sector. He promoted his own construction company for building
and marketing housing for low and middle income buyers in the coastal Maharashtra region. Prior to that, he was working with
Makers Development Services, where he worked on various turnkey township projects. As a result he is well exposed to
construction practices, and project management. He has also interacted with various housing finance companies throughout his
career.

Jayesh Shah (Director - Credit and Operations)

Jayesh joined HDFC, India's leading housing finance company, as a management trainee in June 1987 and over his 22 year career
with the firm, he worked across all major departments. In addition, he was on specific local assignments including the
development of an online loan processing system and on international assignments (with the ADB and SMF) in Sri Lanka and
Indonesia. He also was a regular faculty at the HDFC training centre, where his area of specialization was Credit Risk Management
and Loan Process Improvisation. Further, he worked on pilot HDFC social development projects on microfinancing, housing and
social infrastructure with agencies like BAIF, KfW, Baroda Citizen's Council and United Way of Vadodara.

Siddhartha Padgaonkar (GM - Operations)

Siddhartha has worked as a Management Consultant in US for the past six years, specializing in the process optimization and
projects management. His clients include Freddie Mac, Fannie Mae and Federal Emergency Management Agency where he
focussed on disaster management, low income housing and infrastructure restoration. Sid holds a Master's degree in Systems
Engineering from the George Washington University and is a certified Projects Management Professional.

Vilasini Subramaniam (GM - Credit)

Vilasini is a Chartered Accountant with over 7 years of banking experience, mostly with Citibank where she worked for 6 years,
primarily in the Mortgage division where she was responsible for managing credit risk for loans originated by branches in South
India. Prior to joining MHFC, she worked in microfinance for over a year with Janalakshmi Financial Services, where she helped in
developing processes around Individual Loan products. She also worked closely with Janaadhar Housing (a sister concern of
Janalakshmi focussing on affordable housing) assisting in organising a market survey for ascertaining the demand for affordable
housing, and in drafting the housing product & related processes.




In addition, MHFC is assisted on the Board by:

Ashish Karamchandani

Ashish led The Monitor Group's consulting business in India for 7 years, after which he has been in charge of its social change
initiative that is “using market based solutions to create social change”. One of the specific initiatives is on low income housing.
He has led an in-depth World Bank study for the National Housing Bank that has confirmed the customer demand and buying
power and developed innovative solutions to meet this demand using the current market. He and his team are currently in the
process of facilitating a number of pilots that will help “make” this market. In terms of educational qualifications, he has a B.Tech
from IIT, Bombay, an M.S. from Berkeley and a PhD. from Stanford University.

Mona Kachhwaha

Mona Kachhwaha is the Director - Investments of Caspian Advisors which manages the India Financial Inclusion Fund. She joined
Caspian in Aug 2007 after a long stint with Citibank India, where she worked between 1994 and 2007. In a career spanning 13
years with the Global Consumer Banking Division of Citibank India, she worked in a range of functions including Operations,
Sales, Product Development, Credit Risk Management and Business Management, and across many product groups. From
2002-05 she was the head of Credit Administration and Credit Policy functions for the Mortgage Business for Citi, and from 2005
she set up and managed the Bank’s Microfinance Business until 2007. Mona Kachhwaha graduated in Mathematics from Delhi
University (1992) and holds a Post Graduation Diploma in Business Management from XLRI, Jamshedpur (1994).

Geeta Goel

Geeta Goel manages the Michael & Susan Dell Foundation's (MSDF) microfinance initiative in India, which includes a portfolio of
over 10 microfinance (and related) institutions. Prior to joining the Foundation, she spent over 12 years with the Corporate
Finance Group of PricewaterhouseCoopers in India, advising large Indian and multi-national clients on joint ventures, mergers &
acquisitions, business plans and valuations. Geeta has also advised clients in capital structuring and raising private equity. She is
an alumni of IIM (Ahmedabad) and Lady Shri Ram College (Delhi).




Contact Us:

Registered Office / Corporate Address:

Micro Housing Finance Corporation Limited (“MHFC?*)
#3, Victoria Building,

SA Brelvi Rd,

Fort,

Mumbai - 400001

Tel: +91 22 22660130

Email: contact@mhfcindia.com

Website: www.mhfcindia.com

Auditors:

Walker, Chandiok & Co
Engineering Centre,

6th Floor 9 Mathew Road,
Opera House Mumbai 400 004

Tel: + 91 22 6626 2600



3, Victoria Building, SA Brelvi Rd, Opp Mumbai Samachar Building, Fort, Mumbai - 400 001, India

60130, Email: contact@mbhfcindia.com

‘Website: www.mhfcindia.com




