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DIRECTORS’ REPORT    

To 

The Members, 

Sambandh Finserve Private Limited, 

Plot No: “O’’-4/9, CIVIL TOWNSHIP, ROURKELA-769004 

ODISHA 

 

The Directors present before you the Twenty Seventh   Annual Report of 

the Company together with the Audited Statements of Accounts for the year 

ended 31st March 2023. 

 

1. FINANCIAL HIGHLIGHTS 

Rs. lakh 

 

Description 2022-23 2021-22 

Share Capital 3195    3195 

Reserves and Surplus -41044 -36401 

Non Current liabilities 33534   33534 

Long term provisions 

Short term Provisions 

4543    

  285   

     

               13 

           4951    

    

Current liabilities 9553      4989 

Total liabilities 10066    10281 

Fixed Assets 52                98 

Intangible Assets -   - 

Deferred Tax Assets 1211 1234 

Other long term loans and 

advances 

4547       12 
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Current Assets 

Short term loans and Advances 

 

    409 

 

   4988 

Cash and cash equivalents 2715            2869 

Other current assets          1132            1080 

    

Total Assets 10066 10281 

Revenue from operation and other 

income 

 120                 223 

Expenses 4742           6135 

 

Profit/Loss(-) before tax -4623        -5912 

Tax  

Current tax             

Additional Income tax provision  

Deferred Tax 

 

       - 

- 

-  23 

 

- 

- 

218 

Profit/(loss) for the period     -4646        - 5694 

 

It may be observed that the company has incurred a loss of Rs.4623 lakh  

before tax during the current year  as against loss  before tax of Rs. 5912 

lakh in the previous year. The loss is mainly due to  provision of interest 

amounting to Rs.4569 lakh on borrowed funds. This was not paid or 

credited  to any lender , however as suggested by the Auditor it has been 

included in the expenses above to exhibit fair view of the Financial 

Statement.. 

 The revenue from operation is Rs. 120 lakh during 2022-23 as against 

the revenue from operation of Rs. 223 lakh during 2021-22 . 

The drastic fall in the revenue is due to low recovery of dues from the 

clients of SFPL. 

NOCPL had discontinued the recovery and stopped sending its officials 

to the client place for recovery  since April,2022 after intimating the 

Company.  
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There is no change in the nature of business except to the extent of  not 

carrying the business of NBFC-MFI since September 16,2021 as per the 

direction of RBI . 

2. DIVIDEND: 

As the company has incurred huge loss on account of provision for Finance 

cost and also write off the bad debts during the year , recommendation of 

dividend does not arise. 

3. TRANSFER TO RESERVE 

No amount has been transferred to “Reserves and Surplus “ during the 

year under report in view of the huge loss. The  Reserve is negative at 

41044 lakh as on 31.03.2023  against the negative reserve of Rs. 36401 

lakh in the previous year. 

4. OPERATIONIONALHIGHLIGHTS 

During the year under  report, there was no fresh loaning operation. 

The collection of debts from  genuine clients which was entrusted to 

NOCPL , reduced  because of the high DPD. Having no other 

alternative, the company resorted to collect the debts wherever  

possible through own  employees .The collection was Rs.62.04 lakh  

during 2022-23 as against Rs.1252.55 lakh during 2021-22. 

 5.     DETAILS OF APPLICATION MADE OR ANY PROCEEDINGS 

PENDING UNDER THE IBC,2016 DURING THE YEAR 

ALONGWITH THEIR STATUS 

SIDBI, one of the lenders, has  filed an application before NCLT, 

Cuttack for initiating Corporate Insolvency Resolution Process .The 

same  has been dismissed by NCLT on the ground that the date of 

default of debt, being 15.12.2020, falls during the calm period  e.i., 

between 25.03.2020 to 24.03.2021as per the MCA Notification vide no 

SO 4638E  ,Dated 22.10.2020. SIDBI has again filed an appeal in 

NCLAT challenging the order dated 8.5.2023 of NCLT, Cuttack. 

SIDBI has also filed an application under section 95 of the IBC,2016   
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before NCLT, Cuttack against the personal guarantor ,Mr. Deepak 

Kindo. 

After dismissal of the application filed by Mr. Livinus Kindo, ex-chairman 

against the company under section 241-242 of the Companies Act,2013 by 

NCLT, Cuttack , Mr. Deepak Kindo has filed an application for restoration 

of the same in NCLT, Cuttack. The company shall file the counter . The 

company had engaged lawyers /advocates to protect the interest of the 

company and the directors not involved in the fraud. 

 

The Company has filed application before Hon’ble  NCLT, Cuttack 

under section 10 of the IBC,2016 for initiation of Corporate Insolvency 

Resolution Process  on 8.8.2023 as per the decision of the  Board and 

approval of shareholders. The matter is yet to be listed. 

       

6. SHARE CAPITAL 

(I) AUTHORISED CAPITAL 

There was no increase in the Authorised share capital of the Company during the 

year under report. The Authorized Share Capital of Sambandh Finserve 

Pvt Ltd is Rs. 50,00,00,000/‐ (Rupees Fifty Crore only) as on 31.03.2023 

divided into 4,20,00,000 (Four Crore Twenty Lakh Only)equity shares of 

Rs. 10/‐ (Rupees Ten Only) each, and 80,00,000(Eighty Lakh Only) 

Preference Shares of Rs. 10/‐ (Rupees Ten Only) each. 

 

(II) PAID UP CAPITAL 

During the year, there is no change  in the  Paid-up equity  share Capital  and the 

paid up preference share capital of the Company . 

The Paid-up share capital of the company on 31.03.2023 is Rs. 

31,94,68,540/- (Rupees Thirty one Crore ninety four lakh sixty eight 

thousand five hundred forty only) divided into 3,19,46,854 (Three Crore 

Nineteen Lakh forty six thousand eight hundred fifty four) nos. of equity 

shares of Rs. 10/‐ (Rupees Ten Only) each. 
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7. BOARD OF DIRECTORS 

 

There are only two directors on the Board out of which one is an 

independent director and the other director is nominee director of 

SIDBI. 

 

The Board of the Directors of the company as on 31.03.2023 is as under: 

DIN full name Designation Date of 

appoint ment 

Date of 

cessation 

1 Mr Girish Kumar 

Meher 

DIN: 08710330 

Nominee director 25.02.2020 Continuing 

2 Mr Akshaya

 Kumar Parhi 

DIN: 08630665 

Independent   

director 

17.12.2020 Continuing 

 

There was no appointment or cessation of any director during the year under 

report. 

8. NUMBER OF BOARD OF DIRECTORS’ MEETING 

During the year, 11  meetings of the Board of Directors were held. 

The number of meetings attended by the directors during the FY 2022-23  

is as follows: 

Name of the director No of meetings held  No of meetings 

attended  

Mr. Girish Kumar Meher 

DIN-08710330 

11 11 

Mr. Akshaya Kumar Parhi 

DIN-08630665 

11 11 
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9. DIRECTOR’S RESPONSIBILITY STATEMENT 

(a) Adherence to applicable Accounting Standards: 

In the preparation of the annual accounts, the applicable 

accounting standards had been followed along with proper 

explanation relating to material departures. 

 

(b) Selection and Application of Accounting Policies. 

The Directors had selected such accounting policies and applied 

them consistently and made judgments and estimates that are 

reasonable and prudent so as to give a true and fair view of the state 

of affairs of the company at the end of the financial year and of the 

profit and loss of the                                                             company for that period. 

(c) Safeguarding the assets of the company. 

The Directors had taken proper and sufficient care for the 

maintenance of adequate accounting records in accordance with the 

provisions of this Act for safeguarding the assets of the company and for 

preventing and detecting fraud and other irregularities. 

(d) Going concern basis. 

The Directors had prepared the annual accounts on a going concern 

basis. 

 

10. RESERVATION AND QUALIFICATION ON AUDITOR REPORT 

The Report of the Statutory Auditor for the year 2022-23 contains 

certain qualifications and the management has given its reply to the 

same which is attached to this Report. 

 

 

11. LOANS AND GUARANTEE UNDER SECTION 186 
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The Company has not given any loan nor provided any guarantee to 

any entity coming under the purview of provisions of Section 186 of 

the Companies Act, 2013.This is also as per the direction  given by 

RBI  to the Company at the time of surrender of the Certificate of 

Registration . 

 

12. PARTICULARS OF CONTRACT AND   ARRANGEMENT      

UNDER                                                   SECTION 188 

 

All contracts / arrangements / transactions entered by the Company 

during  the financial year with related parties were in the ordinary course of 

business and on an arm's length basis. During the year, the Company had 

not entered into any contract / arrangement / transaction with related parties 

which could be considered material in accordance with the policy of the 

Company on materiality of related party transactions. 

 

13. STATE OF THE COMPANY’S AFFAIRS 

 

 Company has not carried any NBFC-MFI activities during  the year 

under report. Such activities were  stopped  from October,2020  after the 

internal corporate fraud  made known on October 7,2020.  

 

The Administrator has been managing the affairs of the company with 

guidance of the  Board. All excess and avoidable  expenditures were 

curtailed. Financial discipline was implemented. Manpower was rationalized by 

which the manpower reduced from the level of 763 on October 31,2020 to  

15 only by the end of March,2023. During the year , three more senior 

officials managing HR, MIS&IT and Recovery & customer grievance 

left the company. At present, the company is having only one manager 

rank officer. 

 

 

Comparative staff position  is given hereunder:  

                                                                                         As on - 
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S

l 

N

o 

Category  October 

31,2020 

 March 

31,2021 

March 

31,2022  

 March 

31,2023 

1 Key 

Manageria

l and 

senior 

Personnel 

  11 1 1 0 

2 Manager   12 9 2 1 

3  Other 

staff 

686 39 18 11 

4 Sub-staff   54 12 5 5 

 Total 763 61 26 15 

 

. 

Recovery of outstanding debt during the year is as under: 

(In  lakh rupees) 

 

Recovery by  2022-23 2021-22 

NOCPL 40.12 1252.52 

Staff of SFPL 21.92       0.03  

Interest on FDR 

kept with Bank of 

India and Bank of 

Baroda 

 49.93     66.52 

 

The company is getting interest from March,2022  only on fixed deposit 

of Rs.10.90 crore made with Bank of Baroda as EOW has seized one of 

the current account and FDR maintained with Bank of India. As such, 

the interest on FDR which was a good source of revenue also dried up. 

 

 

14. MATERIAL CHANGES 
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As per the NCLT order dated April 26,2022, revision of the  financial 

statements  for the year 2019-20 has been made and after audit by the 

statutory auditor ,M/s SRB & Associates , revised audit report has been 

received on June 7,2023. 

The Medium and Small Enterprises Facilitation Council ,Chennai 

Region,Tamilnadu , vide order dated February 27,2023 directed  on an 

application made by M/s Dvara Solutions Private Limted, a software provider, 

SFPL to pay the principal amount of Rs. 87,47,316/- along with  compound 

interest with monthly rests, at three times the bank rate from the appointed due 

dates.  

Award on the matter of Easy Home Finance Limited has been made by 

Arbitrator on July 25,2023 against the company. 

The Company has filed application before Hon’ble  NCLT, Cuttack 

under section 10 of the IBC,2016 for initiation of Corporate Insolvency 

Resolution Process  on 8.8.2023 as per the decision of the  Board and 

approval of shareholders. 

A Notice dated 14th July, 2023 has been received from the Registrar of 

Companies, Odisha , Cuttack for enquiry under section 206(4) of the 

Companies Act,2013. Required information as asked for has been 

submitted by the company. Registrar of Companies ,Odisha ,cuttack has 

also issued another letter dated August 11,2023 to furnish 

information/explanation with documentary evidence with respect to  

violations of the provisions of  certain sections of the Companies 

Act,2013.  

 

15. CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION 

AND FOREIGN EXCHANGE 

Conservation of energy: Since the company is not in energy intensive 

industry the particulars as prescribed the Companies Act, 2013, read with 

the rules made there under are not set out in the report. Nevertheless, the 

company is taking adequate steps to conserve energy. 
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Technology Absorption: The Company is continuing with the available 

technology to save cost. 

Foreign Exchange earnings and outgo: During the year under review there 

was no earning or expenses in foreign exchange. 

 

16. CORPORATE SOCIAL RESPONSIBILITY POLICY AND ITS 

IMPLEMENTATION 

CSR is not applicable to the company as per section 135 of the 

Companies Act,2013. 

 

17.   DIRECTORS/KMP APPOINTED/RESIGNED DURING  THE       YEAR 

                  

         No director has been appointed and no director has  resigned during the 

year under report. 

 

 

18.    DETAILS OF SUBSIDIARY/ JOINT VENTURES/ ASSOCIATE 

COMPANIES 

The Company neither has any subsidiary nor any Associate company as 

on date.  

  19.         DEPOSITS 

The company has not accepted any deposits as defined under the 

provisions of the companies Act and rules made there under from the 

public and hence there are no unclaimed or unpaid deposits. 

 

 

 

20.    DISCLOSURE UNDER SEXUAL HARASSMENT OF WOMEN AT 

WORKPLACE (PREVENTION, PROHIBITION AND REDRESSAL) 
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ACT, 2013 

As per the requirement of the Sexual Harassment of Women at 

Workplace (Prevention, Prohibition &Redressal) Act, 2013 (‘Act’) and 

Rules made there under, your Company has adopted a Sexual Harassment 

Policy for women to ensure healthy working environment without fear of 

prejudice, gender bias and sexual harassment. 

The list of the Committee Members is mentioned below: 

 

S. N Name Designation Position 

1 Ms. Stella Toppo Sr. Executive, HR Chairman 

2 Ms. Rita S Kiro HR- Head Committee 

Member 

During the year, the C o m p a n y has not  received any case in this regard, 

Ms. Rita Kiro  has resigned from the service on January 25,2023. 

21.    SIGNIFICANT AND MATERIAL ORDERS PASSED BY THE 

REGULATORS OR COURT 

Arbitration awards against the Corporate Debtor h a v e  b e e n  

m a d e  in the cases o f  Samunnati Financial Intermediation 

and Services Private Limited- Award dated 09.02.2022 for payment of Rs. 

24,55,41,042/- including interest .Nabkisan Finance Limited- Award dated 

11.02.2023 for Rs.7,32,82,651.23/-.Habitat Micro Build India Housing 

Finance Private Limited- Awards dated 07.12.2022 for Rs.4,88,51,933/-, 

dated 08.12.2022 for Rs.63,47,146/- and dated 09.12.2022 for 

Rs.2,60,98,330/-.Easy Home Finance Limited .-Arbitration award dt. July 

25,2023 for Rs. 80,59,769/- including interest 15.5%. 

 

Arbitration proceedings in the matter of Shriram City Union Finance Ltd.  

and Pahal Financial Services Private Limited are  under process. 

 

 Order has been passed by the Hon’ble Madras High Court dated 04.01.2022 

https://taxguru.in/corporate-law/insight-sexual-harassment-women-work-place-prevention-prohibition-redressal-act-2013.html
https://taxguru.in/corporate-law/insight-sexual-harassment-women-work-place-prevention-prohibition-redressal-act-2013.html
https://taxguru.in/corporate-law/insight-sexual-harassment-women-work-place-prevention-prohibition-redressal-act-2013.html
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in favour of Vivriti Capital Private Limited for an amount of 

Rs.9,60,68,603.83/-.Order has been passed by the Hon’ble Madras High Court 

dated 26.09.2022 in favour of Northern Arc Capital Limited for 

Rs.38,16,45,711/-. 

The Medium and Small Enterprises Facilitation Council ,Chennai 

Region,Tamilnadu , vide order dated February 27,2023(received by the company 

on 26.06.2023)  directed  on an application made by M/s Dvara Solutions Private 

Limted, a software provider, SFPL to pay the principal amount of Rs. 87,47,316/- 

along with  compound interest with monthly rests, at three times the bank rate from 

the appointed due dates.  

IT Department has also issued notice imposing penalty and also tax on the company 

for previous financial years ,  a g g r e g a t i n g  R s .  8 6 . 4 0  c r o r e s  which are 

being taken care as per law including getting stay orders from the Hon’ble High 

Court, Odisha. The assessment for the AY 2017-18 has been reassessed  by the IT 

department and imposed a tax liability of Rs.2,32,01,550/- against which the 

company  has  filed  appeal. 

Registrar of Companies ,Odisha ,Cuttack has vide letter dated July 14,2023 for 

enquiry under section 206(4) of the Companies Act,2013 asking information 

pertaining to the period 2014-15 to 2019-20 pursuant to which the company has 

provided the required information. Registrar of Companies ,Odisha ,Cuttack has 

vide letter dated August 11,2023 has intimated the company about  violations of  

various  provisions of the Act and asked for information with documentary 

evidence. 

 

22.         ADEQUACY OF INTERNAL FINANCIAL CONTROLS 

The Company put in place adequate internal control system commensurate 

with its size and business maintaining transparency and disclosure in the 

affairs of the Company .  

 

23.       ESTABLISHMENTOF VIGIL MECHANISM 
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The Company is not coming under purview of Vigil Mechanism as 

defined under the Companies Act, 2013 and hence not implemented it. 

24. CORPORATE GOVERNANCE 

 After the internal corporate fraud  came to lime light on  October 7,2020, 

the Board took all necessary steps for rationalizing the operation of the 

company. The MD & CEO,Chairman and one Independent Director 

namely Mr. Vinod Jha were removed by the Board and the shareholders 

.  Two new Independent directors were appointed after the fraud came to 

surface for the purpose of maintain transparency and ensuring good 

corporate governance system in the company. The state of affairs of the 

company including the financial transactions were informed to all 

Lenders and Investors to maintain utmost transparency. One of the 

Independent directors  namely Sri U S Lal resigned  w e f 08.09.2021. 

Strong internal control and  corporate reporting system under law is 

ensured by the company. 

            Internal Control System: The company’s activities has been stopped 

except the collection of debts as per the RBI direction. Strict control is 

exercised on each and every transaction so as to conserve scarce 

resources . 

 

25.        SECRETARIAL AUDIT 

 

The Board appointed Gopinath Nayak & Associates, Practising Company 

Secretaries Firm to conduct the Secretarial Audit for the financial year 2022-23  in terms 

of Section 204 of the Companies Act,2013. 

Secretarial Audit Report for the year ended March 31, 2023 provided by 

Gopinath Nayak & Associates, Practicing Company Secretaries Firm,Plot 

No.186, District Centre, Chandrasekharpur, Bhubaneswar, Odisha- 

751016, is annexed to this Report along with  comment of the Board of 

directors on the qualifications/reservations /adverse remarks made 

by the  Company Secretary in practice is attached. 

26.      STATUTORY AUDITOR & THEIR REPORT 
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M/s BAPS and Associates, Chartered Accountants, Bhubaneswar was 

appointed as the Statutory Auditor of the Company for the financial year 

2022-23. 

The observations of the Auditors have been considered and reply to the 

same has been attached to this report. 

 

27.    COST AUDITORS 

The Cost audit of the Company has not been conducted for the financial 

year 2022-23 as provisions of Section 148 of the Companies Act, 2013 are not  

applicable to the Company. 

 

28. .    LISTING WITH STOCK EXCHANGES. 

During 2019-20, the Company had issued Non Convertible Debentures  

which was listed in BSE. 

 

29.      NPA WRITE OFF 

There is no NPA write off during the current year as the Company has 

already provided 100% provision against the outstanding book debts in 

the previous years. 

 

30.    DECLARATION BY INDEPENDENT DIRECTORS 

The  Independent Director of the Company has submitted his  declarations of 

independence in terms of Section 149 of the Companies Act, 2013. 

 

31. KEY MANAGERIAL PERSONNEL 

 During the year 2020-21, the MD & CEO was removed on charges of  reported 

fraud . CFO and CS resigned from the services of the Company.  No MD has 

been appointed . The resignation of CFO has not been accepted because his name 

appears in the E& Y Report for his alleged involvement in the fraud.. An attempt 

was made for appointment of Company Secretary. One candidate was selected, 

but he declined to join mainly because of fraud perpetrated in the company.  

 





 

REPLY OF THE MANAGEENT TO THE OBSERVATIONS OF AUDITOR FOR 

THE YEAR 2022-23 

 

 

 The Management has given its comments on the relevant observations of the 

Auditor as under : 
 

 
Basis for Qualified Opinion Reply of the Management 

 
i) Finance Cost 

The company has provided for the 

interest on borrowings for the current 

reporting period amounting to Rs. 

45,69,29,070/- without crediting it to the 

recipients’ account.  As a consequence, 

the TDS liability on these expenses is 

not recognized in financial statement. 

 

 The entire operation of the company came to           stand still 

after the incidence of the internal corporate fraud which 

came to surface in October 2020. The activities of the 

company is  limited only to the collection of dues and 

managing the day to day affairs of the company. The 

collection has also dried up and a minuscule amount of  

around Rs. 3 lakh per month is collected as against  around 

Rs. 4 crore per month during October – December ,2020. 

  From the amount   of collection and after meeting the 

expenditure  Fixed deposit Receipts aggregating  Rs. 15.93 

was created at Bank of India which has  ceased by EOW, 

Bhubaneswar . Balance fixed deposit of around Rs.10 crore 

is under embargo by the Commercial Court , Bengalure in a 

case filed by Habitat Micro build Housing Finance Company 

Pvt ltd.  Notwithstanding above  the available resources is 

much less than the dues payable to the lenders. The lenders 

could not reach a consensus for distribution of the 

available resources. More importantly the      company is 

not in a position to pay the principal  instalments to the 

lenders  hence payment of interest can never be made. In 

view of the above   no provisions for interest was made 

for the  year.  However as advised by the auditor  ,only 

provision of interest has been made in the books of 

Accounts  for the current year. The company neither has 

paid nor credited any amount towards interest to any 

lender. Further , the Board has decided to file application 

in NCLT for Corporate Insolvency Resolution Process 

under section 10 of IBC,2016.   

 
ii)Cash and Cash Equivalent 

The financial statement of the company 

contains cash and cash equivalent of 

Rs. 27,14,82,346.55 which includes Rs. 

29,10,076/-[Refer Note No 13] as cash 

In spite of the company’s request to lenders to intimate 

about the balance outstanding  of the loan amount to 

ascertain adjustment of collateral in the form of cash 

& cash equivalent, no such confirmation could be 

received  even after sending reminders.. Therefore, in 

absence of such non confirmation, the company 



at bank. As balance confirmation 

certificates are available only for Rs 

14,29,599/-and not available for Rs. 

14,80,477/- there is a possibility that 

the FDs and cash reserves (collaterals) 

are liquidated by the lenders and hence 

not in the control of the company. 

Consequently, the cash and cash 

equivalent of the company as well as 

the borrowings (liability) of the 

company may be overstated to an 

extent which is not ascertainable.  We 

could not obtain sufficient and 

appropriate audit evidence in respect of 

the Cash and cash equivalent. 

 

continued to show the cash reserves and FDs in the books of 

accounts . 

 
iii)Leave encashment 

In absence of any policy on leave 

encashment, the company has shown 

leave encashment as contingent liability 

to the extent of Rs. 92,88,769/-This is as 

per companies own estimation not based 

on the actuarial valuation. No liability is 

created 

[Refer Note No 44] 

 

 

The contingent Liability provision which was  made in the  

FY 2021 is carried                         forward. No fresh provision has been 

made in the current FY 2023 

 

 

 

- 

 
iv)Gratuity 

The provision of employee benefit 

(gratuity liability) for past employees 

are not provided as per actuarial 

valuation. 

  We clarify that , the past employees liabilities on account of 

payment of gratuity has been calculated on  actual basis  as 

they have either resigned or  left the company and 

accordingly the provision has been made in the previous 

year however the company has obtained actuarial valuation 

for payment of gratuity in respect of the  14 employees 

continuing in the organization.  

 
v) Property, Plant & Equipment 

The fixed asset register maintained by 

the company does not contain 

information as regards to date of 

purchase. In the absence of the same, the 

appropriateness of depreciation charged, 

amount of asset derecognized and the 

particulars of assets that represent the 

current book value could not be verified. 

Consequently, we were unable to 

comment whether any adjustments to 

these amounts were necessary. [Refer 

Note No 10&20]. 

In the absence of available information in respect of 

certain assets purchased prior to October,2020 , the 

company has revalued the assets and depreciation has been 

charged on the basis of such revalued figures.  Physical 

verification  of the assets was  conducted  for the year.  



 
vi)Long Term Borrowings 

We could not obtain sufficient and 

appropriate audit evidence in respect of 

the balance outstanding towards long term 

borrowings. In absence of any positive 

confirmation from the lenders regarding 

the same, we are unable to ascertain 

whether any adjustment to them were 

necessary. [Refer Note No 5] 

 

The company has maintained the copy of the Agreements 

and hypothecation documents in respect of the loans 

availed by the company  from various lenders. Charges 

have been created in respect of such  loans in favor of the 

respective lenders  and the details of such charges are 

available in the MCA website. The company has  written 

to all lenders August 22,2022 , September 

15,2022,April 05, 2023 and June 17, 2023 for 

confirmation of the   balance outstanding . Reminders 

were  sent to them on -----. But no confirmation has yet 

been received from the lenders. All these documents 

available with the company were shown to auditor. 

  
vii)Loans and advances 

We could not obtain confirmation of the 

balance of Long-Term Loans and 

Advances amounting to Rs. 

45,46,93,346/- and Short-term loans and 

Advances amounting to Rs. 1,23,813/-. 

We are also unable to ascertain whether 

any adjustment to them were necessary. 

[Refer Note No 11,14] 

 

The auditors were provided with the soft copies of the 

entire loan accounts pertaining to Micro finance activities 

of the company . These are Micro Loans and large in 

number. As per the prevailing practice in the sector there 

is no balance confirmation from these micro 

borrowers. 

Apart from above the company has  

maintained and preserved the documents relating to 

these loans and advances of these micro borrowers by 

bringing the documents from different branches at far off 

places and keeping them at Khurda and Ahmedabad in 

safe custody with Crown Record Management 

Services. The company has also indicated its 

willingness and cooperation in verification of such loan 

documents kept with M/s Crown Record Management 

services by the auditors. But the auditor  preferred to rely 

upon the data /information provided by the 

management. 

 
viii. Statutory compliances and 

Liabilities 

Non-compliances in the nature of delay in 

filing of GST returns, irregularity in 

income tax return filing of earlier years, 

indicates statutory noncompliance, the 

financial implications of which is not 

recognized in the financial statement.  

 

There is no irregularity in the current financial year . 

The irregularities in statutory compliance mainly 

mostly pertains to the previous years and these has 

been set right by paying late fee/fine/penalties after 

taking charge by the new management. 

 In case of Income tax, appeal has been filed before the 

Hon’ble High Court of Cuttack against the notice issued 

by the IT authorities. These cases are actively 

monitored by the consulting Tax advocate respective 

authorities). The Company has filed GST return for 

the current financial year within due date. 



 
ix) Advance Repayment and 

settlement 

The amount of Other Current Assets, 

includes Rs. 5,31,37,849/- under sub-

head “Other receivables”. In absence of 

confirmations, we are also unable to 

ascertain whether any adjustment to 

them were necessary. [Refer Note 

No.15] 

 

The details of amount ₹ 5,31,47,849/- is available

 in the worksheet (grouping of financial 

statement) provided to the auditors. We have also 

explained the nature of these transactions and moreover 

the balance have been carried forward from the previous 

years. Balance confirmation is yet to be received. 

Details of the above amount is given below: 

                                                          ( in Rs.) 

Receivable from VIVRITI 

CABSEC 009 2019 

30917432 

Receivable from Northern 

ARC - Mosec Petta (Sec.) 

1298626 

Gratuity Scheme 1843482 

Advance Repayment for 

YBL BC Clients 

7100887 

Kotak Life Insurance(SD) 5000 

Advance Repayment & 

Settlement- Vivriti Cabsec 

009 

11972422 

Total 53137849 
 

 

  
x) Impairment of Assets 

Cancellation of NBFC license by RBI 

indicates an adverse effect on the 

company and possibility of 

discontinuance of its operation in the 

near future. In such scenario it is 

observed that the Non-Current Assets 

in the nature of Computers, Furniture, 

Electronic equipment are not used in a 

manner in which such assets expected 

to be used.  This indicates impairment 

of such assets and loss of impairment 

is not ascertained and recognized in 

the Financial Statements. 

 

Impairment of Assets 

 

The assets have been revalued for the year 2022-

23 and the fall in the value of the assets has been 

taken as impairment cost in the books of 

accounts of the company in 2022-23. The 

impairment cost is Rs.16,77,750/-. 



 
xi) Audit Trail 

The accounting package used by the 

company does not have the feature 

of recording audit trail for we are 

unable to comment on the 

authenticity of the financial 

transactions.The audit trail (edit 

log) facility has not been operated 

throughout the year. The possibility 

of tampering of accounts cannot be 

avoided. 

Steps has been initiated with the software agency for 

incorporating the Audit trail. Notwithstanding the above, it is 

confirmed that all transactions executed in the reporting period 

have been made available to the Auditor in its original form and 

without any material alteration. 

 
Emphasis of Matter 

 

 
We draw attention to the following points 

which describes the effects on the 

financial statements. Our opinion is not 

modified in respect of these matters: - 

a) Note No 35, which describes the 

company’s policy of not to 

charge penalty for delayed 

payments. 

b) Note No 36, which describes that 

the company doesn’t take 

collateral security. 

c) Note No.39, Which describes 

about the DDUGKY projects. 

d) The Provision for loss on loans 

and advances is allowed as 

deduction under the statue of 

Income Tax Act ,1961 for 

NBFCs. However, since the 

certificate of registration u/s 45-

IA of RBI Act 1934 was 

cancelled vide RBI order dated 

September 9, 2021, the company 

can no longer be classified as a 

NBFC. Deferred Tax Asset is 

created on such provision. [ Note 

9 & Note 6] 

 

 

 

 

 

 

For a) and b) 

For the qualification of points under a) and b) it has already 

been clarified to the Auditor about the function of an 

NBFC-MFI dealing with micro  Finance where as per RBI 

guidelines no MFI can take collateral security and charge 

penalty as per the extant guidelines of RBI. 

 

For c) On the observation C, it can be stated that,  due to 

outbreak of COVID, and the incidence of Internal Corporate 

Fraud, the company could not continue with the DDUGKY 

projects and clarification to this effect has already been 

submitted to the Government of Chhattisgarh.  

For d)In the comments of the auditor on point  

d) is not acceptable because RBI while intimating the 

cancellation of the CoR vide letter dated September 

16,2021 has also made it clear that all the RBI   d    circulars  

applicable to NBFCs will continue to apply to the 

company. Moreover RBI has granted three years  time to 

the company for bringing its financial assets to below 50% 

of the total assets. Auditor has been given a copy of the said 

letter of RBI which they have recognized under other 

matters    in their report.  In the current year, instead of 

making provisions, the company had recognized an 

amount of Rs26,37,050/-   as income since the amount was 

recovered out of the provision amount made in the 

previous years in respect of the Non-performing Assets. 

Further  , in the current year ,there  is Deferred Tax 

Liability as against Deferred Tax Asset reported by the 

Auditor. 

 



 OTHER MATTERS 

  

i. RBI Compliances 
The Reserve Bank of India vide their letter no. 
69/ 21.02.180/ 2021-22 dated on September 
16, 2021 has directed the company to dispose 
of the financial assets and bring it below 50% 
of the total assets within three years from the 
date of the cancellation of certificate of 
Registration. The certificate was cancelled 
vide RBI dated September 9, 2021. As on the 
date of financial statement, the financial assets 
are not brought down below 50% of the total 
assets. 

ii. Misstatements due to Fraud 
 

We have reason to believe that an offence of 
fraud was committed against the company by 
its officers or employees. We believe the fraud 
involves or is expected to involve individually 
an amount of Rs. 2,48,42,34,100/- (Rupees 
Two Hundred and Forty-Eight Crores Forty-
Two Lakhs Thirty-Four Thousand and One 
Hundred),We have reported the matter to the 
Central Government as per the provisions of 
sub- section (12) of section 143 of the 
Companies Act, 2013 during our audit for the 
financial year 2020-21. 

 

iii. Cancellation of Certificate of 

Registration 

The Certificate of Registration No- 

N-04.00023 dated November 01, 

2010 issued to the company under 

Section 45-IA of the Reserve Bank of 

India Act 1934 for carrying on the 

business of Non-Banking Financial 

Institution has been cancelled by the 

Reserve Bank of India on September 

09, 2021. Even if the activity of Non-

Banking Financial Institution 

business cannot be carried out the 

management assumes that the going 

concern assumption of financial 

statements are still valid as the 

management has no intention to 

liquidate the company in near future. 

 

 

 

The company’s only business was providing loan & 

advances to the Micro borrowers & the company has 

engaged recovery agent ( M/s NOCPL) to recover dues 

from its clients to reduce the financial assets .Moreover, 

RBI has sanctioned three years time which ends in 

September ,2024 to bring down the assets to below 50%.  

 

 

 

 

This was pertaining to the period  prior to October,2020. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The assumption of the management for treating the 

company as a going concerns is based on the fact that at 

the time of cancellation of Registration, there was still 

financial assets of about Rs, 50 crore and RBI has granted three 

years time for bringing down the financial assets to below 50% 

of the total assets Auditor was furnished a copy of the letter of 

RBI issued to the company. Further the management had 

taken initiative for a resolution under IBC 

 Report on Other Legal and Regulatory 
Requirements 

2. The company is using an accounting software 
which does not have a feature of recording 

 

 

 

Steps has been initiated with the software agency for 



audit trail.  In our opinion   the audit trail feature 
is not configurable and not enabled/operated 
throughout the year. The transactions 
recorded in the software are not covered in the 
audit trail feature. The audit trail has not been 
preserved as per statutory requirements for 
record retention. 

 

incorporating the Audit trail. Notwithstanding the above, it is 

confirmed that all transactions executed in the reporting period 

have been made available to the Auditor in its original form and 

without any material alteration. 

 

 Annexure to the Independent Auditor’s Report 

Referred to in paragraph 1 under the heading ‘Report on Other Legal & Regulatory Requirement’ of our report of 

even date to the financial statements of the Company for the year ended 31st March, 2023: 

  

 
14. In respect of Internal Audit: 

The company doesn’t have internal audit 

system commensurate with the size and the 

nature of its business. The internal audit 

process needs to be strengthened in at least in 

respect of the matters described in “Qualified 

Opinion” paragraph of Annexure- B and 

carried on more frequently, preferably on 

quarterly basis to ensure timely reconciliation 

of balances and rectification of errors. 

Internal audit was conducted for the year 2020- 21 in 

which the fraud was reported. During the year 2021-

22 and 2022-23 , the transactions are very 

negligible and repeated transactions like payment 

of monthly expenses and collection of dues from 

clients. Therefore, external internal audit has not 

been conducted for 2022-23. However, strict 

vigilance has been observed over each and 

every financial transaction .In house Internal 

audit will be conducted for 2023-24 .  

 

 

---------------------------- 











COMMENTS OF THE BOARD OF DIRECTORS ON THE BSERVATIONS   

IN THE RPORT OF THE COMPANY SECRETARY IN PRACTICE FOR 

THE YEAR 2022-23  

Observations of the Company 

Secretary in practice 

Comments of the Board  

We further report that the 

Company does not have a 

Whole-time Company Secretary, 

Chief Financial Officer or a 

Whole-time Director in violation 

of provisions of Section 196 and 

203 of the Companies Act,2013 

 

Shareholders have removed the MD&  CEO 

on the ground of fraud as per the E&Y 

Report and DIR-12 has been filed with ROC 

to this effect which  has not been considered 

by ROC. CFO and CS have resigned and 

considering the non continuance of the  

NBFC activities after cancellation of CoR 

by RBI, the said posts have not been filled 

up. The Company made efforts to appoint a 

Company Secretary .However,  he preferred 

not to join citing  fraud  perpetrated in the 

company. The Board appointed  a  practicing 

Company Secretary  as consultant for 

compliances as per Companies Act. SFPL is 

a private limited company .So section 

203(1)  of the Companies Act,2013 is not 

applicable to SFPL for appointment of 

whole time director and CFO. 

We further report that : 

 

The Board of Directors of the 

Company is not duly constituted 

properly in terms 

the Companies Act, 2013 and 

RBI guidelines. The Board of 

Directors of the Company does 

not have any Executive Director 

or Whole-time Director. 

 

 

Shareholders have removed the MD &CEO 

on the ground of fraud perpetrated by the 

MD& CEO as per the E&Y Report. 

Subsequent to the above, RBI cancelled the 

CoR and  in the absence of NBFC-MFI 

activities (except collection of book debts) 

as per RBI direction.  

During the period of Audit, we 

could not ascertain whether the 

Company has filed some of the 

Statutory Returns with  

authorities under  applicable  

Laws. 

The  present  management has taken care of 

the compliances under applicable  

regulations 
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