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Founded in 1887, the Muthoot Group

Started as a small trading business enterprise in 

Kozhencherry, a remote village in Kerala. Over the 

years, the group has become a diversified business 

house with presence in financial services, planta-

tions and estates,  education , leisure and hospitali-

ty, health care, housing and infrastructure, infotech, 

wealth management, money transfer, forex, me-

dia, power generation, precious metals, securities,   

vehicle & asset finance, and travel service, among 

others. Also ,the group has expanded its reach and 

broadened its scope through these years

*(refers to entities promoted by 

Mr. M.G. George Muthoot, 

Mr. George Thomas Muthoot, 

Mr. George Jacob Muthoot, 

Mr. George Alexander Muthoot, 

operating under the brand name  

‘The Muthoot Group’)    
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Unchanging values…
…in changing times

“Let us not judge ourselves by the profit we make but by the trust and the
confidence that people have in us. Let us cherish and nurture that trust  

and ensure that every person who deals with us, deals with the confidence that 
he will not be misguided but his interests will be carefully protected.”

- Late Shri. M. George Muthoot

Tribute to the  
Visionary
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Muthoot Vehicle & Asset Finance Limited 
Reg. Office:-  2nd Floor, Muthoot Chambers, Opposite Saritha Theatre Complex, Banerji Road, Kochi- 682 018, Kerala, India.

Corporate Overview
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Offerings

New Car  
Loans

Used Car  
Loans

Two Wheeler  
Loans

Debentures

Commercial  
Vehicle Loan

Public Deposits

Secured Redeemable NCD- Privately Placed
Secured Redeemable NCD- Public Issue

FIXED DEPOSITS
CUMULATIVE DEPOSITS
RECURRING DEPOSITS
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Core Values

Ethics

Reliability

Values

Our primary aim is to put the needs of  the customers 
first.  We strive to provide them with the best quality of 
service under the  Muthoot Brand Umbrella  and we do it 
with a smile. 

With an unblemished track record throughout the mar-
kets we service, MVFL values its commitment  to customer 
service. 

Accountability for all our operations and services and 
towards the society makes us a socially responsible and 
intelligent corporate citizen. Our empire has grown leaps 
and bonds on the basis of  our values. The times may 
change, but our values will remain unchanged.

Trustworthiness

Goodwill

Dependability

Integrity

We pledge loyalty in our operations, fairness in our deal-
ings and openness in our practices. At MVFL, we embrace  
policies and practices that fortify trust.

With an unmatched goodwill, the company shoulders the 
responsibility of providing its customers with services of 
the highest quality.

We do not judge ourselves by the profits we make but by 
the trust and confidence that people  have  shown in us.

This value is innate to a corruption free atmosphere  and 
an open work culture. We at MVFL, therefore cultivate 
transparency as a work ethic.

Corporate Overview
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Diversified Funding Profile

Ratings
Bank Limits

Non Convertible Debentures- Public Issue

Public Deposits

*Rating of ICRA for Deposits has been put on notice for withdrawal for six months from May, 2020

Corporate Overview Statutory Reports Financial Statement
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Graphical Representation
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Note: The graphical representation excluding the branch at New Delhi
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Key Highlights
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Milestones  
Momentous - Journey so far

Corporate Overview



10 11Muthoot Vehicle & Asset Finance Ltd. Annual Report 2019-20

Board of Directors

Mr. George Thomas Muthoot

He is the Managing Director of our Company. He is a chartered accountant who qual-
ified with first rank in Kerala and was ranked 20th overall in India, in 1978. He has 
a bachelor’s degree in commerce from Kerala University where he was a rank holder 
and gold medallist. He was also awarded the Times of India group Business Excellence 
Award in customised Financial Services in March 2009. He was also awarded the CA 
Business Leader Award under Financial Services Sector from the Institute of Chartered 
Accountants of India for 2013. He served as the Chairman of the Kerala Non-banking 
Finance Companies Welfare Association from 2004 to 2007. He is the former Member 
Secretary of Finance Companies Association, Chennai. Currently, He is the President of 
Association of Gold Loan Companies in India & an active member of Confederation of 
Indian Industry (CII). He has over 3 decades of experience in managing and operating 
businesses in the financial service sector.

He is a non-executive Director of our Company. He a businessman by profession. He has 
over three decades of operational and management experience in the financial services 
industry. He has received the ‘Sustainable Leadership Award’ in 2014 by the CSR Con-
gress in the individual category. He oversees the business of Muthoot Vehicle & Asset 
Finance Limited for the last 14 years.

He is the whole-time Director of our Company. He is a management graduate from Cass 
Business School (London), he holds a Masters in International Economic Law from the 
University of Warwick, Coventry, United Kingdom. He holds a bachelor’s degree in law 
from the National University of Advanced Legal Studies, Kochi. He is the head of Mar-
keting in rank of ED (Function Director) of Muthoot Finance Limited. He oversees legal, 
compliance and Corporate Governance, Internal Audit, Risk Management, Marketing 
and Sales of The Muthoot Group. 

She is a non-executive Director of our Company. She holds bachelor’s degree in Com-
merce and completed her inter from the Institute of Chartered Accountants of India. She 
oversees our business  for the last 15 years.

Mr. George Alexander Muthoot

Mr. George M Jacob

Ms. Anna Alexander

Corporate Overview Statutory Reports Financial Statement
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He is an Independent Director of our Company. He is a qualified chartered accountant 
and became a member of the Institute of Chartered Accountants of India in 1978. He 
is the Managing Director of Concord Credit Limited and director of Concord Tea and 
Produce Pvt. Ltd. and Malabar Properties Pvt. Ltd. He was the President of Kerala Man-
agement Association and former chairman of Kerala Non-Banking Finance Companies 
Welfare Association

He is an Independent Director of our Company. He was the General Manager of the 
Canara Bank’s Kolkata Circle, General Manager of the Eastern Exchange Establishment 
in Doha, Qatar, Chairman of the South Malabar Gramin Bank and he was also appointed 
as the Chief Vigilance Officer of the State Bank of Mysore, H.O, Banglore. He has over 39 
years of experience in the commercial banking sector across diverse locations.

Mr. Kurian C George

Mr. T Thomas Mathew

Mr. K George Oommen

Ms. Geena Thomas

Ms. Arya Devu. P V

GM & CEO

Chief Financial Officer

Company Secretary

Key Managerial Personnel

Corporate Overview
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Committee

Corporate Overview Statutory Reports Financial Statement
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REPORT OF THE BOARD OF DIRECTORS

Dear Members,

The Board of Directors presents the Twenty Eighth Annual Report of Muthoot Vehicle & Asset Finance Limited (The Com-
pany or MVFL) along with the audited financial statements for the financial year ended 31st March, 2020. 

I. Performance Highlights

a) Financial Results
The financial highlights of your company for the financial year 2019-20 are summarized below:

Note: Previous Year figures have been reworked, re-grouped, re-arranged and re-classified to conform to the 
current year figures.

b) Business Growth
During the Financial Year (FY) ended March 31, 2020, the 
total Asset Under Management (AUM) of your Company de-
creased by 9%. The AUM of the Company as on March 31, 
2020 stood at Rs. 40618.01 lakhs whereas for the same for 
the FY 2018 - 2019 was Rs. 43548.52 lakhs

c) Profitability
The total income of the Company increased to Rs. 6918.94 
lakhs during the FY 2019-20 as against Rs. 6827.02 lakhs 
during the FY 2018-19. The total expenditure for the FY 
2019-20 was at Rs. 6494.60 lakhs.

d) Asset quality
As on March 31, 2020, the Gross NPA and Net NPA in the 
books of your Company stood at Rs. 1961.62 lakhs and Rs. 

1559.16 lakhs respectively. Your Company has also adopted 
new methods to control NPAs and improve asset quality at 
lower costs.

e) Net worth & Capital Adequacy Ratio
Based on the profitability of Rs. 315.03 lakhs, the net worth 
of your Company decreased to Rs. 10005.86 lakhs as against 
Rs. 10051.63 lakhs in the previous year. The Company’s Cap-
ital Adequacy Ratio (CRAR)  as on March 31, 2020 stood at 
24.26% of the aggregate risk weighted assets on the Bal-
ance Sheet and risk adjusted value of the off Balance Sheet 
items, which is above the statutory minimum of 15%. Out 
of the above, Tier I CRAR stood at 23.67% and Tier II CRAR 
stood at 0.59%. The CRAR as on March 31, 2019, stood at 
22.78%.

Statutory Reports
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II. DIVIDEND 

Your company has a consistent track record of paying sus-
tainable dividend linked to long term performance and re-
taining capital in order to maintain a healthy capital ade-
quacy ratio to support future growth. It has had a consistent 
track record of moderate and steady dividend payment to 
the shareholders. Consistent with this track record and by 
considering the overall performance during this financial 
year, your company paid an interim dividend at a rate of 
6% per equity share on 250,00,000 equity Shares of Rs.10 
each of the company during the FY 2019-20. This dividend 
is subject to tax on dividend payable by the Company. The 
Amount of Dividend and the tax thereon aggregates to Rs. 
180, 83,294/-. Since Company has already paid the interim 
dividend, Board of Directors of the Company have not rec-
ommended any Dividend for consideration in ensuing An-
nual General Meeting.

Transfer of unclaimed dividend to Investor 
Education and Protection Fund
Details of unclaimed dividend etc are available in website of 
the Company and Ministry of Corporate Affairs and eligible 
investor may claim the amount by making a valid request 
to Company failing which the unclaimed dividend will be 
remitted to Investor Education and Protection Fund estab-
lished by the Central Government in due course. 

In terms of Section 125 of the Companies Act 2013, noth-
ing is due to be transferred to the Investor Education and 
Protection Fund established by the Central Government as 
at 31.03.2020.

III. RESERVES
During the year, the Company has transferred an amount of 
Rs. 63 lakhs to the Statutory Reserve maintained under Sec-
tion 45-IC of the Reserve Bank of India Act, 1934, No Gener-
al Reserve for the FY ended March 31, 2020. Post transfer of 
profits to reserves, your Board decided to retain Rs. 5183.74 
lakhs as surplus in the Profit and Loss Account.

IV. RESOURCE MOBILISATION
a) Share Capital
The Authorised share capital of the company is Rs. 25 Crores 
divided into 2, 50, 00,000 Equity shares of Rs. 10/- each. The 
company had not made any right issue or bonus issue or 
raise equity shares during the FY 2019-20. Hence, the paid 
up capital of the company as on date is Rs. 25 Crores divid-

ed into 2,50,00,000 equity shares of Rs. 10/- each.

b) Fixed Deposits
Your company is a Deposit Taking Asset Finance Company 
(NBFC-D), registered with Reserve Bank of India (RBI), Which 
has been re-classified as a NBFC - Investment and Credit 
Company (NBFC-ICC) pursuant to RBI’s recent directive The 
deposits of the company are rated as “FA+ (Stable) “ by CRI-
SIL and as “MA (Negative)” by ICRA Ltd  (Rating of ICRA 
for Deposits has been put on notice for withdrawal for six 
months from May, 2020). The outstanding amount of public 
deposits as on March 31, 2020, received by the Company in-
cluding interest accrued on that date is Rs. 14,625.36 lakhs. 
As on March 31, 2020, there are 91 accounts of public de-
posits amounting to Rs. 69.00 lakhs which have become due 
for payment, but have not been claimed by the depositors.

Chapter V of the Companies Act, 2013, relating to accep-
tance of deposits by Companies, is not applicable to the 
Company since it is a Deposit-Taking NBFC registered with 
RBI.

As on March 31, 2020, 91 Public deposits amounting to Rs. 
69.00 lakhs had matured for payment and were due to be 
claimed or renewed. But these were not claimed by the de-
positors. Appropriate steps are continuously taken to obtain 
the depositors instructions so as to ensure renewal/repay-
ment of the deposits in time. After close follow-up; the fig-
ures are currently down to 59 public deposits and Rs 19.91 
lakhs respectively as on August 10, 2020. 

TRUSTEES FOR DEPOSIT HOLDERS: 
Subject to the provisions of RBI Guidelines for Trustees 
of deposit holders of the Non-Banking Finance Company 
(NBFC), the Board appointed IDBI Trusteeship Services Lim-
ited as Trustees for deposit holders.

In compliance with the Master Circular-Miscellaneous in-
struction to all NBFCs dated 1st July, 2014, your Company 
has created a floating charge on the Statutory Liquid Assets 
in favour of IDBI Trusteeship Service Limited as Trustee on 
behalf of the depositors as required under Section 45-1B of 
the RBI Act, 1934. 

c) Bank Loan
The company raised funds for its working capital require-
ments from banks. As on 31.03.2020, the outstanding 
amount of credit facilities from banks were Rs.  10760.23 
Lakhs as against Rs.  17463.47 Lakhs in the previous year.

Corporate Overview Statutory Reports Financial Statement
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d) Loan from Directors & Relatives 

To meet the increasing funding requirement, the company has also obtained loans from their Directors/Relatives during the 
FY 2019-20. As on 31.03.2020, the outstanding amount from directors & relatives were Rs. 1500 lakhs.

e) Secured redeemable NCD (Privately Placed)
The Company has issued three series of secured redeemable NCDs through private placement in the previous financial year. 
Details of NCDs are given below:

f) Secured Redeemable NCD (Public Issue)
The Company raised funds by way of Public Issue of Secured Redeemable Non-convertible Debentures (NCD) with a base 
Issue Size of Rs. 100 Crores with an option to retain oversubscription upto Rs.100 Crores aggregating upto the Limit of Rs. 
200 Crores. The Allotment was done on March 17, 2020 to 4851 applicants (for an amount of Rs. 200 Cores) and the same 
listed with BSE on March 19, 2020.

All the Directors of the Company have rich experience and 
specialized knowledge in various areas of relevance to the 
Company. The Company has immensely benefited by the 
range of experience and skills that the directors bring to 
the Board. 

Rotation of Directors
Mrs. Anna Alexander, Director (DIN: 00017147) retires at the 
ensuing Annual General Meeting and being eligible offers 
herself for re-appointment. The Board of Directors recom-
mends the re-appointment of Mrs. Anna Alexander as a 
Director of the Company. Recommendation for re-appoint-

ment is mentioned in notice of the 28thAGM. 

Resignation of Director
Mr. George M George, Director, retired at the 27th Annual 
General Meeting held on 27th September, 2019

The term of office of Independent Director Mr. Jose Mathew 
expired at the 27th Annual General Meeting held on 27th 
September, 2019

The term of office of Independent Director Mr. K. J. Joseph 
expired at the 27th Annual General Meeting held on 27th 
September, 2019

V. DIRECTORS
Your Company has a well-structured Board consisting of six directors, in which two of them are executive directors. Out of 
the four non-executive directors, two are independent directors. The Board of Directors of your company as follows:

Statutory Reports
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Change in Directors/KMP during  
the FY 2019-2020
Mr. Kurian C George (DIN: 00427344) and Mr. T Thomas 
Mathew (DIN: 08545597) was appointed as the Addition-
al directors on August 06, 2020. On 27th September, 2019 
AGM considered ratification of appointment of additional 
directors Mr. Kurian C George (DIN: 00427344) and Mr. T 
Thomas Mathew (DIN: 08545597) as Director (Independent 
category).

The following persons are the Key Managerial Personnel of 
the Company as on March 31st, 2020:

Mr. George Oommen K		   
General Manager & CEO

Ms. Geena Thomas					  
Chief Financial Officer

Ms. Arya Devu P. V					  
Company Secretary

Woman Director
Your Company has Ms. Anna Alexander, as Woman Director 
on the Board of the Company and is Non Executive, Non 
Independent Director.

Independent Directors
The term of office of Independent Directors Mr. Jose Mathew 
and Mr. K J Joseph expired on the 27thAGM held on 27th 
September, 2019. Pursuance to the recommendation of the 
Nomination and Remuneration Committee, the 27th AGM 
considered ratification of appointment of additional direc-
tors Mr. Kurian C George (DIN: 00427344) and Mr. T Thomas 
Mathew (DIN: 08545597) as Director (Independent catego-
ry) w.e.f 27th September, 2019

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

Meetings of the Board
During the FY 2019 - 2020, your Board of Directors met 
six times: 11.05.2019, 06.08.2019, 21.11.2019, 18.12.2019, 
07.02.2020 and 23.03.2020

Committees of the Board
The details of the Committees of the Board, their composi-
tion, terms of reference and the activities during the year are 
elaborated in the Report on Corporate Governance forming 
part of this Report.

MANAGEMENT DISCUSSION AND ANALYSIS 

ECONOMIC OVEVIEW
Financial year 2019-20 ended on a very unexpected and dif-
ficult note with the entire world virtually coming to a stand-
still due to the spread of COVID-19 pandemic. Economic 
activity, manufacturing operations, global supply chains 
and consumption patterns have been disrupted, adversely 
affecting established frameworks both at macro as well as 
micro levels. In this year, before the breakout of COVID-19, 
the global economic environment had been challenging 
with lower GDP growth rates, liquidity crunch, and peaking 
unemployment rate. This is reflected in sluggish demand 
and weakening consumer sentiment. The Indian Economy 
registered a slowdown in 2019-20 with GDP growth falling 

from 6.8 percent in 2018-19 to 5 per cent in the first quar-
ter of 2019-20 and to 4.5 per cent in the second quarter of 
2019-20. A weak rural demand and stress on the financial 
sector are being cited as key contributing factors for the 
sluggish growth.  

Growth during this period came in at 4.2%, which has been 
much lower than initial estimates for the year and also weak-
er than the country’s economic expansion in recent years. 
Economic slowdown resulted in declining trend in each 
consecutive quarter and was already estimated to deceler-
ate further in the fourth quarter even before the disruption 
caused by the virus. Economic progress was impeded by 
slower growth in private consumption exacerbated by tight 

Corporate Overview Statutory Reports Financial Statement
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liquidity conditions and the NBFC crisis, while government 
expenditure growth remained intact. 

Global growth outlook has changed since the outbreak of 
COVID-19. There has been coordinated global monetary 
policy easing and fiscal support from governments. These 
policy support measures would act as cushions offsetting 
weakness in growth to some extent. However, global eco-
nomic activity is likely to contract in 2020-21 and global 
growth environment will remain challenging in the short 
term.

Over the last year, the NBFC sector saw some hiccups in 
the form of a liquidity crunch when the failure of IL&FS un-
raveled. The failure of IL&FS to service its liabilities led to 
caution across the financial system about the strength of 
the sector. Because of the IL&FS incident, a temporary shock 
appeared in the NBFC circuit as banks tightened credit flows 
and liquidity squeeze reduced the pace of acceleration of 
credit as entities chose to focus on asset-liability manage-
ment rather than just growing their books.

Additionally, mutual funds reduced NBFC exposure by 30 
per cent in the last year and various leading entities in the 
sector moved over this challenge by increasing bank fund-
ing and managing external and internal borrowings through 
a tightrope. This enabled the funds to keep flowing to India’s 
entrepreneurial MSMEs where even a temporary liquidity 
squeeze can halt business activities and hurt the topline as 
well as the bottom line.

It helped that the government took quick cognizance of the 
troubles in the sector and launched initiatives to provide 
relief. The Reserve Bank of India announced that the banks 
can have an exposure of up to 20 per cent of their Tier 1 
capital to a single NBFC as compared to the 15 per cent 
limit earlier. This helped boost credit flow as bank funding 
to NBFCs grew by 30 per cent year on year. 

However, another green shoot that emerged from the regu-
latory intervention as the RBI introduced a new liquidity risk 
management framework to holistically counter future risks 
in the sector.

OUTLOOK FOR THE INDUSTRY
Over the last decade, India’s non-banking financial com-
panies (NBFCs) have assumed critical importance in the 
financial system. The industry is growing from strength to 
strength by serving the underserved and often ignored re-
tail and MSME segments which are the backbone of India’s 
growth story. For instance, credit to MSMEs grew at a rate of 
12 per cent year-on-year in June 2019 at a time when credit 

to larger firms was slowing down massively. NBFCs play a 
huge role in the growth of this sector as the lending book 
of NBFCs has grown at around 18 per cent annually over the 
last five years.

Lending has been the most topsy-turvy space in the finan-
cial services in India. The default saga of IL&FS and DHFL 
sent shockwaves across lenders. Even the most prudent 
ones barring a few backed by large corporate groups had 
to manage their books, capital & fund raising plans. 2019 
has kept everyone on their toes. Still, the biggest learn-
ing has been that regardless of liquidity crisis or economic 
slowdown, investors will focus on solid business models and 
proven teams that can drive profitability. NBFCs are learning 
to calibrate the overall market dynamics and approaching 
new strategies to lend to different segments

The year 2020 calls for a reinvention of the NBFC business 
model as a whole because the continued churn from the 
past few quarters now must give way to improved business 
processes, better underwriting and a long-term approach 
at sustainable benign credit cycle than a reckless boost of 
loan books.

FINANCIAL SUMMARY AND PERFORMANCE 
OF THE COMPANY
Your company’s business operations are primarily focused 
on retail lending portfolio and we cater extensively to retail 
customers.  While in the past the company had a wholesale 
lending business vertical which extended loans to commer-
cial businesses, MVFL have, presently not focusing on this 
vertical to ensure that the company’s resources are concen-
trated on our retail lending portfolio which the manage-
ment believes is more productive and stable. 

The financial performance of your company during the year 
ended March 31, 2020 remained healthy. But, while analyz-
ing the company’s performance for the current and pre-
vious fiscal years reveals that the company was unable to 
achieve an impressive growth during the year under review. 
Your company’s overall disbursements during the financial 
year 2019-20 were Rs12,181.52 lakhs registering a negative 
growth of 24.51%over the previous year. Profit Before Tax 
(PBT) decreased by 71.56% to Rs 424.34lakhs as compared 
to Rs. 1,492.06 lakhs for the previous year. Profit After Tax 
(PAT) also decreased by 71.43%to Rs 315.03lakhs as com-
pared to Rs. 1,102.78 Lakhs in the previous year.

HUMAN RESOURCES
Your company recognizes people as its most valuable as-
set and it has built an open, transparent and meritocrat-

Statutory Reports
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ic culture to nurture this asset. The Human Resource (HR) 
function in the Company remains focused on improving 
organizational effectiveness, developing frontline leaders, 
promoting employee empowerment and maintaining sta-
bility and sustainability amidst growth and a rapidly chang-
ing business environment. Your company is conducting 
training and development programme for the employees 
to develop their skills and to improve their personal and 
professional attitude. 

Promotion is a big milestone in the career of every employ-
ee. The Company has introduced KRA for analyzing/defin-
ing the works/performance of each and every employee of 
the organization and Completed   mid-term KRA analysis in 
the month of September 2019 to know the overall perfor-
mance of the employees of the Company. To take care of 
the aspiration for growth of employees, your company has 
been providing optimum opportunities and career progres-
sion to the employees to shoulder higher responsibilities. 
Your Company’s promotion process allows for the best per-
formers to shine through regardless of their age, gender or 
background. 

OPPORTUNITIES AND THREATS AND  
FUTURE OUTLOOK
The spread of COVID-19 pandemic across the country is 
set to hit non-banking financial companies (NBFCs) hard as 
small business owners and low-income households find it 
hard to service their loans. Labour migration and lockdowns 
will also delay project execution, completion and sales, 
which would further impact the cash flow of this borrower 
segment. With tougher refinancing conditions, this segment 
would face higher delinquencies and loan losses. Ever since 
the default by IL&FS became public in September 2018, 
NBFCs as a sector has been facing severe liquidity crisis with 
investors becoming cautious about funding their activities.

Under the new framework, non-deposit taking NBFCs with 
asset size of more than INR 10,000 crore and all deposit 
taking NBFCs will have to maintain a liquidity coverage ratio 
(LCR) requirement of 50 per cent by December 1, 2020, and 
progressively increase it to 100 per cent by December 2024. 
Similarly, non-deposit taking NBFCs with asset size between 
INR 5,000 crore and INR 10,000 crore would be required to 
have a minimum LCR of 30 per cent by December 1, 2020.

This might have produced short-term pain in the industry 
but it’s an excellent long-term measure to protect the sector 
from externalities and improve the overall risk management 
frameworks across the industry. This will not only boost the 
confidence in the robustness of the sector, but it could also 
potentially lower the cost of funds for NBFCs as their risk 
perception goes down massively due to the new LCR re-
porting framework.

Moreover, the RBI’s emphasis on its commitment to not let 
any NBFC fail came as a strong signal from the government 
that it firmly stands behind the sector. Due to the easier li-
quidity provisions, the flow of funds to NBFCs from banks 
improved by over 30 per cent in just a year.

As a result, the sector now stands on a firm footing with the 
right regulatory provisions in place along with liquidity win-
dows which have allowed NBFCs to raise funds. Overall, the 
signs are encouraging as the asset quality for SME lending 
remains stable and lower than commercial lending non-per-
forming asset rates in India.

SUBSIDIARIES JOINT VENTURE/  
ASSOCIATE COMPANY 
Your Company has no subsidiary/ joint ventures/ associate 
company and hence consolidation and applicable provision 
under the Companies Act, 2013, and Rules made there un-
der are not applicable to the Company.

MATERIAL CHANGES AND COMMITMENT IF ANY AFFECTING THE FINANCIAL POSITION 
OF THE COMPANY OCCURRED BETWEEN THE END OF THE FINANCIAL YEAR TO WHICH 
THIS FINANCIAL STATEMENTS RELATE AND THE DATE OF THE REPORT
There were no material changes and commitments affecting the financial position of the Company between the end of 
financial year and the date of this report.

Corporate Overview Statutory Reports Financial Statement
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# Rating of ICRA for Bank Limits Stands withdrawn with effect from May 18, 2020. 

* Rating of ICRA for Deposits has been put on notice for withdrawal for six months from May, 2020.

CONSERVATION OF ENERGY AND  
TECHNOLOGY ABSORPTION, FOREIGN 
EXCHANGE EARNINGS AND OUTGO
Considering its nature of activities, the following disclosures 
are made as per provisions of Section 134 (3) (m) of the 
Companies Act, 2013 read with Rule 8 (3) of the Companies 
(Accounts) Rules, 2014:

Your Company has no activities relating to conservation of 
energy and technology absorption.

There are no foreign exchange earnings or outgo during the 
period under review.

PARTICULARS OF LOANS, GUARANTEES 
OR INVESTMENTS MADE UNDER SECTION 
186 OF THE COMPANIES ACT, 2013
Pursuant to Section 186(11)(a) of the Companies Act,2013 
(the ‘Act’) read with Rule 11(2) of the Companies (Meet-
ings of Board and its Powers) Rules, 2014, the loan made, 
guarantee given or security provided in the ordinary course 
of business by a Non- Banking Financial Company (NBFC) 
registered with Reserve Bank of India are exempt from the 
applicability of provisions of Section 186 of the Act. As such 
the particulars of loans and guarantee have not been dis-
closed in this Report.

PARTICULARS OF CONTRACTS OR  
ARRANGEMENTS MADE WITH RELATED 
PARTIES
Your Directors confirm that all contracts/arrangements/
transactions entered into by the Company during the FY 
2019 – 2020 with related parties were in compliance with the 
provisions of the Companies Act, 2013. The Company had 
obtained prior approval of the Audit Committee for all the 

related party transactions during the 2019 – 2020. Further, 
the Audit Committee had given prior omnibus approval for 
related party transactions that are foreseen and of repetitive 
in nature during the period under review and the required 
disclosures are made to the Committee on quarterly basis 
against the approval of the Committee.

All transactions or arrangements with related parties re-
ferred to in Section 188 (1) of the Act, entered into during 
the year were on arm’s length basis and were in ordinary 
course of business or with approval of the Audit Committee. 
The Board has formulated a policy on related party trans-
actions, which is approved by the Board of Directors. In the 
opinion of the Board, none of the transactions of the Com-
pany entered into with the related parties were in conflict 
with the interests of the Company. The details of the related 
party transactions are disclosed in note no. 39 of the notes 
on accounts, forming part of Financial Statements. 

AUDIT & AUDITORS
a) Statutory Auditors
M/s. JVR & Associates., Chartered Accountants, 39/2790A, 
Wilmont Park Business Centre, Near St. George’s Pallimukku, 
Kochi - 16 were appointed as the Statutory Auditors of the 
Company during the 25thAGM held on 29th August, 2017, 
for a period of five years. 

There were no qualifications, reservations or adverse re-
marks made by the Statutory Auditors in their report. 

b) Secretarial Auditors
M/s. CaesarPintoJohn & Associates LLP, Practicing Company 
secretaries, 5, Puthussery House, Edanad, Chowara P.O, Alu-
va, Ernakulam, Kerala-683 571 were appointed as the Sec-
retarial Auditors of the Company in the Board Meeting held 
on June 22, 2020

Credit Rating 
The Credit Rating enjoyed by the company as on 31st March, 2020, is as given below:
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DETAILS IN RESPECT OF ADEQUACY OF  
INTERNAL FINANCIAL CONTROLS WITH 
REFERENCE TO THE FINANCIAL  
STATEMENTS
In compliance with Section 138 of the Companies Act, 2013, 
the Company has in place adequate internal financial con-
trols which include a full-fledged auditing team with three 
staffs including a Chief Manager – Internal Audit, who do 
regular branch visits and other field Audits do help the 
Company in reliable reporting with reference to the financial 
statements. During the year under review there were no re-
portable material weaknesses in the systems or operations.

SIGNIFICANT & MATERIAL ORDERS PASSED 
BY THE REGULATORS
Your directors confirm that there were no significant and 
material orders passed by the regulators or courts or tri-
bunals impacting the going concern status and Company’s 
operations in future.

ANNUAL EVALUATION BY THE BOARD
The Board has made a formal evaluation of its own perfor-
mance and that of its committees and individual directors 
as required under Section 134(3) (p) of the Companies Act, 
2013.Criteria for evaluation includes Attendance, contribu-
tion in Board meetings, guidance offered to the Company 
and overall role in performance of the Company etc. There 
was a meeting of Independent Directors during the finan-
cial year under review who reviewed the required matters in 
line of guidance offered in Code of Conduct of Independent 

Directors. 

ANNUAL RETURN
The extracts of Annual Report pursuant to the provisions of 
Section 92 read with Rule 12 of the Companies (Manage-
ment and Administration) Rules, 2014 is furnished in Annex-
ure I and is attached to this Report.

SECRETARIAL AUDIT
Secretarial Audit Report as per Section 204 of the Compa-
nies Act, 2013 is placed as Annexure II to this report  

RISK MANAGEMENT POLICY
Your company has a Board approved Risk Management Pol-
icy which has a laid down  framework for identifying, as-
sessing, measuring various elements of risk involved in the 
business and formulation of procedures and systems for 
mitigating such risks. 

As on 31st March, 2020, the Risk Management Committee 
consisted of the following members:

1. Mr. George Alexander Muthoot
2. Mr. George M Jacob 
3. Mr. Kurian C George
 
The Statement showing the details regarding the develop-
ment and implementation of Risk Management Policy of the 
Company is furnished in Annexure III and attached to this 
report.

DISCLOSURE OF COMPOSITION OF AUDIT COMMITTEE 
As on 31st March, 2020, the Audit Committee consisted of the following members:

Terms of reference of Audit Committee includes matters 
envisaged in Section 177(4) of Companies Act, 2013 like 
recommendation for appointment, remuneration and terms 
of appointment of auditors of the company; review and 
monitor the auditor’s independence and performance, and 
effectiveness of audit process; examination of the financial 
statement and the auditors’ report thereon; approval or any 

subsequent modification of transactions of the company 
with related parties; evaluation of internal financial controls 
and risk management systems.

The company has established a vigil mechanism and over-
sees through the Audit committee, the genuine concerns 
expressed by the employees and other Directors. The Com-
pany has also provided adequate safeguards against vic-
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timization of employees who express their concerns. The 
Company has also provided direct access to the Chairman 
of the Audit Committee on reporting issues concerning the 
interest of employees and the Company. No person was de-
nied access to the Audit Committee or its Chairman.

DISCLOSURE OF COMPOSITION OF  
NOMINATION AND REMUNERATION  
COMMITTEE
As on 31st March, 2020, the Nomination and Remuneration 
Committee consist of the following members:

1. Mr. George M Jacob
2. Mr. Kurian C George
3. Mr. T Thomas Mathew
The above composition of the Nomination and Remunera-
tion Committee consist of Non-Executive Directors and not 
less than one half of the members are Independent Direc-
tors. 

Terms of reference of Nomination and Remuneration Com-
mittee includes matters envisaged in Section 178 of Com-
panies Act, 2013 like recommendation for appointment, 
remuneration and terms of appointment of auditors of the 
company; review and monitor the Directors and Key mana-
gerial persons, criteria for determining qualifications, posi-
tive attributes and independence of a director and recom-
mend to the Board a policy, relating to the remuneration 
for the Directors, Key Managerial Personnel and other em-
ployees.

COMPANY’S POLICY RELATING TO  
DIRECTORS’ APPOINTMENT, PAYMENT OF 
REMUNERATION AND DISCHARGE  
OF THEIR DUTIES
Your Company’s Policy relating to appointment of Directors, 
payment of managerial remuneration, Directors’ qualifica-
tions, positive attributes, independence of Directors and 
other related matters as provided under Section 178 (3) of 
the Companies Act, 2013 is furnished in Annexure IV and is 
attached to this report. 

DETAILS OF POLICY DEVELOPED AND  
IMPLEMENTED BY THE COMPANY ON  
ITS CORPORATE SOCIAL RESPONSIBILITY 
INITIATIVES
The Company’s CSR Policy is committed towards CSR ac-

tivities as envisaged in Schedule VII of the Companies Act, 
2013. The details of the CSR Policy and CSR Committee of 
the Company and the initiatives undertaken by the Compa-
ny on CSR activities during the year under review are set out 
in Annexure V  to this Report in the format prescribed as 
per the Companies (Corporate Social Responsibility Policy) 
Rules, 2014.

DISCLOSURE UNDER THE SEXUAL  
HARASSMENT OF WOMEN AT  
WORKPLACE (PREVENTION, PROHIBITION 
AND REDRESSAL) ACT, 2013
The Company has in place a Policy on Prevention, Prohi-
bition and Redressal of Sexual Harassment of Women at 
Workplace and an Internal Complaint Committee in line 
with the requirements of the Sexual Harassment of Wom-
en at Workplace (Prevention, Prohibition and Redressal) 
Act, 2013 and Rules made there under for reporting and 
conducting inquiry into the complaints made by the vic-
tim on the harassments at the work place. The function-
ing of the Committees were carried out as per letter and 
spirit contained in the provisions of the Act. During the FY 
2019 - 2020, the Company has not received any complaint 
of sexual harassment and hence, there were no complaints 
pending for redressal as on March 31, 2020. 

FAIR PRACTICE CODE
The Company has in place, a Fair Practice Code approved by 
the Board, in compliance with the guidelines issued by the 
RBI, to ensure better service and provide necessary infor-
mation to customers to take informed decisions. The FPC is 
available on the website of the Company at the below link:

https://mvafl.com/upload/pdf_files/28d42ade8f728b07bec-
e75b0fabece1a.pdf

The FPC is also reviewed by the Board at frequent intervals 
to ensure its level of adequacy and appropriateness.

CUSTOMER GRIEVANCE
The Company has a dedicated Customer Grievance Cell for 
receiving and handling customer complaints/grievances 
and ensuring that the customers are treated fairly and with-
out bias at all times. All issues raised by the customers are 
dealt with courtesy and redressed expeditiously.

DIRECTORS RESPONSIBILITY STATEMENT
In accordance with the provisions of Section 134(5) of the 
Companies Act, 2013 with regard to Director’s Responsibili-
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ty Statement, Directors state that:—

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

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

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

(d) the directors had prepared the annual accounts on a go-
ing concern basis;

(e) the directors had laid down internal financial controls to 
be followed by the company and that such internal financial 
controls are adequate and were operating effectively;

(f) the directors had devised proper systems to ensure com-
pliance with the provisions of all applicable laws and that 
such systems were adequate and operating effectively.

ACKNOWLEDGEMENTS
Your directors gratefully acknowledge the support and 
co-operation extended by all the shareholders, depositors, 
customers, vehicle manufacturers, dealers, rating agencies, 
bankers, debenture holders, debenture trustees  and all our 
well-wishers to our Company during the year and look for-
ward to their continued support.

The Board sincerely expresses its gratitude to Reserve Bank 
of India and all statutory authorities for guidance and sup-
port received from them from time to time.

Above all, your directors place on record their appreciation 
of the dedication and commitment displayed by the em-
ployees of the Company, enabling it to report another year 
of strong performance.

We would like to assure you again that your company has 
put in place appropriate plan, policies and strategies to 
achieve growth with quality and continue your support, en-
couragement and faith to excel in our journey forward.

									         On behalf of the Board of Directors

					     Sd/-				    Sd/-

					     George Alexander Muthoot	 George M Jacob
					     Managing Director		  Whole-Time Director

					     (DIN: 00016787)			   (DIN: 00018955)

Place: Cochin										        

Date: 13.08.2020
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FORM NO. MGT 9
Pursuant to  Section 92 (3) of the Companies Act, 2013 and rule 12(1) of the Companies  

(Management & Administration ) Rules,  2014.

EXTRACT OF ANNUAL RETURN
as on the Financial Year ended on 31st March, 2020

I.  Registration & Other Details:
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We, CaesarPintoJohn & Associates LLP, Company Secretar-
ies, have conducted the Secretarial Audit of the compliance 
of applicable statutory provisions and the adherence to 
good corporate practices by Muthoot Vehicle & Asset Fi-
nance Limited [CIN: U65910KL1992PLC006544] (hereinafter 
called the company). Secretarial Audit was conducted in a 
manner that provided us a reasonable basis for evaluating 
the corporate conducts/statutory compliances and express-
ing our opinion thereon. 

Based on our verification of the books, papers, minute 
books, forms and returns filed and other records maintained 
by the company and also the information provided by the 
Company, its officers, agents and authorized representatives 
during the conduct of Secretarial Audit, the explanations 
and clarifications given to us and the representations made 
by the Management and considering the relaxations grant-
ed by the Ministry of Corporate Affairs and Securities and 
Exchange Board of India warranted due to the spread of the 
COVID-19 pandemic, we hereby report that in our opinion, 
the company has, during the audit period covering the fi-
nancial year ended on 31.03.2020 complied with the statu-
tory provisions listed hereunder and also that the Company 
has proper Board processes and compliance mechanism in 
place to the extent, in the manner and subject to the report-
ing made hereinafter: 

We have examined the books, papers, minute books, forms 
and returns filed and other records maintained by Muthoot 
Vehicle & Asset Finance Limited (“the Company”) for the 
financial year ended on 31.03.2020 according to the pro-
visions of: 

(i) The Companies Act, 2013 and the Rules made there un-
der; 

(ii) The Depositories Act, 1996 and the Regulations and Bye-
laws framed thereunder 

(iii) Foreign Exchange Management Act, 1999 and the Rules 
and Regulations made thereunder to the extent applicable;

(iv) The following Regulation and Guideline prescribed un-
der the Securities and Exchange Board of India Act, 1992 
(‘SEBI Act’):- 

(a) The Securities and Exchange Board of India (Registrars 
to an Issue and Share Transfer Agents) Regulations, 1993 
regarding the Companies Act and dealing with client; 

(b) The Securities and Exchange Board of India (Prohibition 
of Insider Trading) Regulations, 2015;

(c) The Securities and Exchange Board of India (Depositories 
and Participants) Regulations, 2018;

(d) The Securities and Exchange Board of India (Listing Ob-
ligations and Disclosure Requirements) Regulations, 2015;

(e) The Securities and Exchange Board of India (Issue and 
Listing of Debt Securities) Regulations, 2008 as amended;

(v) As informed to us, the following Regulations and Guide-
lines prescribed under the Reserve Bank of India Act, 1934 
applicable to Non-Banking Financial Companies (Deposit 
Taking) are specifically applicable to the Company:

a) Non-Banking Financial Companies Acceptance of Public 
Deposits (Reserve Bank) Directions, 2016; 

b) Non-Banking Financial (Deposit Accepting or Holding) 
Companies Prudential Norms (Reserve Bank) Directions, 
2007;

Form No. MR-3 
SECRETARIAL AUDIT REPORT 

FOR THE FINANCIAL YEAR ENDED 31.03.2020
[Pursuant to Section 204(1) of the Companies Act, 2013 and Rule No.9 of the Companies  

(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

To 
The Members 
Muthoot Vehicle & Asset Finance Limited 
Muthoot Chambers, Opp Saritha Theatre  
Banerji Road, Cochin  
Ernakulam, Kerala - 682018
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c) Non-Banking Financial Company - Systemically Important 
Non-Deposit taking Company and Deposit taking Company 
(Reserve Bank) Directions, 2016;

d) Guidelines for Asset Liability Management (ALM) system 
in Non-Banking Financial Companies; 

e) Frauds- Future Approach towards monitoring of Frauds 
in Non-Banking Financial Companies and Monitoring of 
Frauds in NBFCs (Reserve Bank) Directions, 2016; 

f) Know Your Customer (KYC) Guidelines- Anti Money Laun-
dering Standards and Know Your Customer (KYC) Direction, 
2016; 

g) Non-Banking Financial Companies Corporate Gover-
nance (Reserve Bank) Directions, 2015;

h) Non-Banking Financial Companies Auditor’s Report (Re-
serve Bank) Directions, 2016;

i) Non-Banking Financial Company Returns (Reserve Bank) 
Directions, 2016;

j) Issuance of Non-Convertible Debentures (Reserve Bank) 
Directions, 2010;

(vi) The Prevention of Money Laundering Act, 2002 and the 
Regulations and bye laws framed thereunder.

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

(i) Secretarial Standards 1 and 2 issued by The Institute of 
Company Secretaries of India. 

(ii) The Listing Agreements entered into by the Company 
with BSE Limited and the National Stock Exchange of India 
Limited for the listing of Non-convertible Debentures.

During the period under review, the Company has complied 
with the provisions of the Act, Rules, Regulations, Guide-
lines, Standards, etc. mentioned above.

We further report that:-

The Board of Directors of the Company is duly constitut-
ed with proper balance of Executive directors, Non- exec-
utive Directors and Independent Directors. The changes in 
the composition of the Board of Directors that took place 
during the period under review were carried out in compli-
ance with the provisions of the Act. 

Adequate notice is given to all directors to schedule the 
Board Meetings, agenda and detailed notes on agenda 
were sent at least seven days in advance and at shorter no-
tice in certain cases in accordance with the provisions of 

the Act and Secretarial Standards, and a system exists for 
seeking and obtaining further information and clarifications 
on the agenda items before the meeting and for meaningful 
participation at the meeting. 

There were no dissenting views on any decisions of the 
Board, as recorded in the Minutes of Board meetings. 

We further report that there are adequate systems 
and processes in the company commensurate with the size 
and operations of the company to monitor and ensure com-
pliance with applicable laws, rules, regulations and guide-
lines.

We further report that during the audit period the 
Company has raised Rs. 200 Crore through Initial Public Of-
fer (IPO) of Secured, Redeemable Non-convertible Deben-
tures (NCDs) and the respective allotment of the NCDs was 
completed on 17th March 2020. 

We further report that during the audit period there 
were no instances of:

i. Right / Preferential issue of shares / debentures / sweat 
equity; 

ii. Redemption / buy-back of securities; 

iii. Major decisions taken by the members in pursuance to 
Section 180 of the Act; 

iv. Merger / amalgamation / reconstruction etc.; 

v. Foreign technical collaborations.

This report is to be read with Annexure A of even date 
and the same forms an integral part of this report.

For CaesarPintoJohn 

& Associates LLP 

Company Secretaries 

Nikhil George Pinto

Partner 

M. No. 39471

CP. No. 16059

Kochi

13th August 2020

UDIN: A039471B000574885
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Our Secretarial Audit Report of even date is to be read along 
with this letter. 

1. Maintenance of the secretarial records is the responsibil-
ity of the management of the Company. Our responsibility 
as Secretarial Auditors is to express an opinion on these re-
cords, based on our audit. 

2. During the audit, we have followed the practices and 
processes as were appropriate, to obtain reasonable assur-
ance about the correctness of the contents of the secretarial 
records. We believe that the process and practices we fol-
lowed provide a reasonable basis for our report. 

3. The correctness and appropriateness of financial records 
and Books of Accounts of the Company have not been ver-
ified. 

4. We have obtained the Management Representation 
about the compliance of laws, rules and regulations and 
happening of events etc., wherever required.

5. The compliance of the provisions of corporate and other 
applicable laws, rules, regulations, standards etc. is the re-
sponsibility of management. Our examination was limited 
to the verification of the procedures and compliances on 
test basis. 

6. While forming an opinion on compliance and issuing the 

Secretarial Audit Report, we have also taken into consider-
ation the compliance related actions taken by the Company 
after 31st March 2020 but before issue of the Report.

7. We have considered actions carried out by the Company 
based on independent legal/ professional opinion as being 
in compliance with law, wherever there was scope for mul-
tiple interpretations.

For Caesar Pinto John 

& Associates LLP 

Company Secretaries 

Nikhil George Pinto

Partner 

M. No. 39471

CP. No. 16059

Kochi

13th August 2020

UDIN: A039471B000574885

Annexure A 

ANNEXURE TO THE SECRETARIAL AUDIT REPORT OF EVEN DATE

To 
The Members 
Muthoot Vehicle & Asset Finance Limited 
Muthoot Chambers, Opp Saritha Theatre  
Banerji Road, Cochin  
Ernakulam, Kerala - 682018
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Your Company has a comprehensive risk management Pol-
icy in place and has laid down a well-defined risk manage-
ment framework to identify, assess and monitor risk and 
strengthen controls to mitigate risks. Your company contin-
ues to improve its operating process and risk management 
systems that will further enhance its ability to manage these 
risks.

Lending business is inbuilt with various adverse effects, 
which are termed as Risks. An effective Risk Management 
policy is directed towards realizing potential opportunities 
whilst managing such adverse effects. Risk management 
is a business facilitator by making more informed decision 
with balanced risk-reward paradigm. The Company shall fol-
low a disciplined risk management process and has been 
taking business decisions, ensuring growth and balancing 
approach on risk reward matrix. Risk Management Policy 
framework has been formulated to ensure that there is a 
formal process for risk identification, risk assessment and 
risk mitigation. 

An effective Risk Management affects everyone in the or-
ganization. All the employees of the Company shall adhere 
to this policy. This Policy has been prepared to safeguard 
the Company’s assets – employees, finance, property, in-
formation and reputation; create an environment where all 
executives assume responsibility for risk management and 
critically identify potential risks, measure its impact on the 
Company and formulate risk management strategies to mit-
igate potential loss from the risks

Comprehensive risk management policy seeks to respond 
to the present business requirements in light of perceived 
risks and its objectives are:

1. Credit deployment in line with business plan and within 
the defined risk appetite.

2. Create requisite capacity in the risk management with a 
view of monitoring and control.

3. A well-diversified loan book.

4. Optimize profits by way of controlling risk in the Opera-
tions and credit delivery process.

5. To inculcate the culture of informed decision-making by 
creating environment of taking calculated business risk to 
maximize profits. 

There are mainly three types of risk associated with our 
business which are detailed as under:- 

Credit Risk
A risk of loss due to failure of a borrower/counterparty to 
meet the contractual obligation of repaying his debt as per 
the agreed terms is commonly known as risk of default.

Operational Risk
Any eventuality arising from the act relating to people, tech-
nology, infrastructure and external factors, which can give 
rise to some type of loss in the organization, is termed as 
Operational Risk. Majorly it is internal and unknown. There-
fore, the persons responsible shall keep continuous watch 
and shall gather the symptoms/warning signals to manage 
Operational risk.

Market Risk
This is majorly external market dynamics. Market Risk is 
mainly divided into - Liquidity risk, Interest Rate risk and 
Funding risk.

RISK MANAGEMENT POLICY
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In accordance with the provisions of Section 178 of the 
Companies Act, 2013, the Board of Directors of Muthoot 
Vehicle & Asset Finance Limited (the Company) has consti-
tuted the Nomination and Remuneration Committee of the 
Board of Directors.

OBJECTIVE 

The Nomination and Remuneration Committee and this 
Policy are in compliance with the Companies Act, 2013, Re-
serve Bank of India Guidelines read along with the applica-
ble rules thereto and Policy Guidelines of Muthoot Vehicle 
& Asset Finance Limited. 

The Key Objectives of the Committee would be: 

a) to guide the Board in relation to appointment and re-
moval of Directors, Key Managerial Personnel and Senior 
Management. 

b) to evaluate the performance of the members of the Board 
and provide necessary report for further evaluation of the 
Board and recommending the Board on Remuneration pay-
able to the Directors,  Key Managerial Personnel and Senior 
Management. 

c) to ensure that all provisions regarding Remuneration Pol-
icy and duties of Committee as required under the Com-
panies Act, 2013 or such other acts, rules, regulations or 
guidelines are complied with.

DEFINITIONS 
(a) Key Managerial Personnel: Chief Executive Officer or 
Managing Director or the Manager, Whole-time Director, 
Chief Financial Officer, Company Secretary or such other 
officer as may be prescribed under Companies Act, 2013.

(b) Senior Management: Senior Management means per-
sonnel of the company who are members of its core man-
agement team excluding the Board of Directors. This would 
also include all members of management one level below 
the executive directors including all functional heads. 

ROLE AND RESPONSIBILITIES
The role of the Committee inter alia will be the following: 

a. Identifying persons who are qualified to become Direc-
tors and who may be appointed in Senior Management in 
accordance with Criteria as laid down and recommend to 
Board their appointment and removal.

b. Ensure persons proposed to be appointed on the Board 
do not suffer any disqualifications for being appointed as a 
director under the Companies Act, 2013.

c. Ensure that the proposed appointees have given their 
consent in writing to the Company;

d. Review and carry out every Director’s performance, the 
structure, size and composition including skills, knowledge 
and experience required of the Board compared to its cur-
rent position and make recommendations to the Board with 
regard to any changes;

e. Plan for the succession planning for directors in the course 
of its work, taking into account the challenges and opportu-
nities facing the Company, and what skills and expertise are 
therefore needed on the Board in the future;

f. Be responsible for identifying and nominating for the ap-
proval of the Board, candidates to fill board vacancies as and 
when they arise;

g. Keep under review the leadership needs of the organiza-
tion, both executive and non-executive, with a view to en-
suring the continued ability of the organization to compete 
efficiently in the market place; and

h. Ensure that on appointment to the Board, non-executive 
directors receive a formal letter of appointment setting out 
clearly what is expected of them in terms of committee ser-
vices and involvement outside board meetings.

i. Determine and agree with the Board the framework for 
broad policy regarding the criteria for determining qualifi-
cations, positive attitudes and independence of a director 
and recommend to the Board a policy, relating to remuner-
ation for the Directors, Key Managerial Personnel and other 
employees.

j. Review the on-going appropriateness and relevance of the 
remuneration policy.

k. Ensure that contractual terms of the agreement that Com-
pany enters into with Directors as part of their employment 
in the Company are fair to the individual and the Company.

l. Ensure that all provisions regarding disclosure of Nomina-
tion and Remuneration Policy as required under the Com-
panies Act, 2013 or such other acts, rules, regulations or 
guidelines are complied with.

NOMINATION AND REMUNERATION POLICY
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CONSTITUTION
Members:
a. The Committee shall consist of minimum 3 non-executive 
directors, majority of them being independent. 

b. Minimum two (2) members shall constitute a quorum for 
the Committee meeting. 

c. Membership of the Committee shall be disclosed in the 
Annual Report. 

d. Term of the Committee shall be continued unless termi-
nated by the Board of Directors. 

Chairman:
a. Chairman of the Committee shall be an Independent Di-
rector. 

b. Chairman of the Committee shall be decided by Board of 
Directors of the Company.

c. In the absence of the Chairman, the members of the Com-
mittee present at the meeting shall choose one amongst 
them to act as Chairman. 

FREQUENCY OF MEETINGS 

The meeting of the Committee shall be held at such regular 
intervals as may be required by the Committee or as direct-
ed by Board of Directors of the Company.

GUIDING PRINCIPLES
Committee while exercising its functions as described in 
ROLE AND RESPONSIBILITIES of the Committee in this poli-
cy, will be guided by following broad principles:

a. The level and composition of remuneration is reasonable 
and sufficient to attract, retain and motivate directors of the 
quality required to run the company successfully;

b. The relationship of remuneration to performance is clear 
and meets appropriate performance benchmarks; and

c. The remuneration to directors, key managerial personnel 
and senior management involves a balance between fixed 
and incentive pay reflecting short and long-term perfor-
mance objectives appropriate to the working of the com-
pany and its goals.

d. In case, subject matter is related to appointment/remu-
neration of Independent Directors, the requirement under 
Code of Conduct of Independent Directors and other Statu-
tory Requirements are met.

e. In case, subject matter is related to appointment/remu-
neration of Directors other than Independent Directors, Key 
Managerial Persons, Senior Management, the requirement 
under Code of Conduct of Senior Management of the Com-
pany is met.

f. A member of the Committee is not entitled to be present 
when his or her own remuneration is discussed at a meet-
ing or when his or her performance is being evaluated. The 
Committee may invite such executives including Key Mana-
gerial Persons and Senior Management, as it considers ap-
propriate, to be present at the meetings of the Committee. 

DECISION MAKING AND VOTING
a. Matters arising for determination at Committee meet-
ings shall be decided by the majority of Members present 
and voting and any such decision shall for all purposes be 
deemed a decision of the Committee. 

b. In the case of equality of votes, the Chairman of the meet-
ing will have a casting vote. 

c. Committee may refer any matter for consideration and 
decision by full Board of Directors of the Company, if ma-
jority of members deem the matter fit for the said purpose. 
Such matters which are referred by the Committee will be 
deemed to be agenda of the meeting of Board of Directors.

MINUTES OF COMMITTEE MEETING 
Proceedings of all meetings must be minuted and signed by 
the Chairman of the Committee at the subsequent meeting. 
Minutes of the Committee meetings will be tabled at the 
subsequent Committee meeting. 

REVIEW AND ALTERATION OF NOMINA-
TION AND REMUNERATION POLICY
The Nomination and Remuneration Committee of the Com-
pany will be guided by this policy and subject to the power 
granted to/ terms of reference of the Committee as decided 
by Board of Directors of Company from time to time and 
requirement under the Companies Act, 2013 or such other 
acts, rules, regulations or guidelines. Nomination and Re-
muneration Committee of the Company may review this 
policy from time to time as it may deem fit. Any modifica-
tion and Change in this policy will be subject to approval of 
Board of Directors based on recommendation of Nomina-
tion and Remuneration Committee of the Company.
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As per Section 135 of the Companies Act 2013, all Compa-
nies having net worth of Rs. 500 crore or a turnover of Rs. 
1,000 crore or net profit of Rs. 5 crore or more during any 
financial year are required to constitute a Corporate Social 
Responsibility Committee (CSR) of the Board consisting of 
three or more directors, out of which at least one director 
shall be an independent director.

1. Policy
CSR policy encompasses the company’s philosophy for de-
lineating its responsibility as a corporate Citizen and lays 
down the guidelines and mechanism for carrying out social-
ly useful activities/ projects and programmers for welfare, 
sustainability and development of community at large. 

2. Composition of CSR Committee
CSR vision and policy of the Company is aimed to create a 
social impact by portraying its commitment to be a respon-
sible corporate citizen by identifying and facilitating growth 
in areas which are less privileged. Company has undertak-
en CSR activities through Muthoot M George Foundation, a 
charity foundation for CSR activities of the Company.

The Company’s CSR policy is committed towards CSR ac-
tivities as envisaged in Schedule VII of the Companies Act, 
2013. The Details of CSR policy of the Company are avail-
able on the website of the Company at http://mvafl.com/
pdf/CSRPolicy.pdf

3. Average Net Profit of the Company for last three financial years – Rs.  1,395.45 lakhs

4.  Prescribed CSR Expenditure: 2% on 13,95,44,765.67 – Rs. 27.91 lakhs 

5. (a) Total amount to be spent for the financial year – Rs. 27.91 lakhs

     (b) Amount spent during the year – Rs. 27.91 lakhs

     (c) Amount unspent, if any – Nil

     (d) Manner in which the amount spent during the financial year

REPORT ON CSR ACTIVITIES FOR THE FINANCIAL YEAR 2019-20

The CSR Committee was reconstituted by our Directors by a circular resolution dated 06th October, 2019 and comprises of:
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5. Justification for unspent money out of 2% of the average 
net profit of the last financial years.

The company in pursuance of the requirements of the Com-
panies Act, 2013 had formulated a CSR policy and constitut-
ed the CSR Committee for identifying suitable projects and 
focus areas for implementation of its CSR initiatives. The 
Board of Directors of the Company has decided to make 
payment for various approved projects only on being satis-
fied that the project objectives are achieved. In certain cases 
where the desired objectives were not achieved and in cases 
where the desired criteria is not identified, the payment has 
not been made and the amount shall be retained by the 
Company and be carried forward to the CSR budget for the 

FY 2020 - 21 in addition to the mandatory limit of 2%.The 
company is in the process of identifying deserving and gen-
uine projects on which CSR spends could be affected.

6. Responsibility Statement of the CSR Committee for the 
implementation and monitoring of CSR policy in compli-
ance with CSR objectives and policy of the Company.   

The Company understands that in order to continue to 
prosper over the long term, community, environment activi-
ties are aimed at driving the above values through its initia-
tives in the areas of education, environment and customer 
protection.

	 Sd/-							       Sd/-

	 George Alexander Muthoot				    T Thomas Mathew 
	 Managing Director					     Chairman – CSR Committee
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The Members of

Muthoot Vehicle & Asset Finance Limited
Kochi

Opinion
We have audited the accompanying financial statements of 
Muthoot Vehicle & Asset Finance Limited, which comprise 
the Balance Sheet as at March 31st, 2020 and the Statement 
of Profit and Loss, Statement of Changes in Equity and Cash 
Flow Statement for the period then ended, and notes to the 
financial statements including a summary of significant ac-
counting policies and other explanatory information.

In our opinion and to the best of our information and ac-
cording to the explanations given to us, the aforesaid finan-
cial statements give the information required by The Com-
panies Act, 2013 in the manner so required and give a true 
and fair view in conformity with the accounting principles 
generally accepted in India of the state of affairs of the com-
pany as at 31st March 2020, its profit, changes in equity, and 
its cash flows for the year ended on that date. 

Basis of Opinion
We conducted our audit in accordance with the Standards 
on Auditing (SAs) specified under section 143(10) of the 
Companies Act, 2013. Our responsibilities under those Stan-
dards are further described in the Auditor’s Responsibilities 
for the Audit of the Financial Statements section of our re-
port. We are independent of the Company in accordance 
with the Code of Ethics issued by the Institute of Chartered 
Accountants of India together with the ethical requirements 
that are relevant to our audit of the financial statements un-
der the provisions of the Companies Act, 2013 and the Rules 
thereunder, and we have fulfilled our other ethical responsi-
bilities in accordance with these requirements and the Code 
of Ethics. We believe that the audit evidence we have ob-
tained is sufficient and appropriate to provide a basis for 
our opinion.

Other Information
The Company’s Board of Directors is responsible for the oth-
er information. The other information comprises the infor-
mation included in the Annual Report, but does not include 
the financial statements and our auditor’s report thereon. 
The Annual report is expected to be made available to us 
after the date of this auditor’s report.

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

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

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

Responsibilities of Management and  
Those Charged with Governance for the 
Standalone Financial Statements
The Company’s Board of Directors is responsible for the 
matters stated in Section 134(5) of the Companies Act, 2013 
with respect to the preparation of these financial statements 
that give a true and fair view of the financial position, finan-
cial performance and cash flows of the Company in accor-
dance with the accounting principles generally accepted in 
India, including the Accounting Standards specified under 
Section 133 of the Act, read with Rule 7 of the Companies 
(Accounts) Rules, 2014. 

This responsibility also includes maintenance of adequate 
accounting records in accordance with the provisions of the 
Act for safeguarding of the assets of the Company and for 
preventing and detecting frauds and other irregularities; se-
lection and application of appropriate accounting policies; 
making judgments and estimates that are reasonable and 
prudent; and design, implementation and maintenance of 
adequate internal financial controls, that were operating ef-
fectively for ensuring the accuracy and completeness of the 
accounting records, relevant to the preparation and presen-
tation of the financial statements that give a true and fair 
view and are free from material misstatement, whether due 
to fraud or error.

In preparing the financial statements, management is re-

INDEPENDENT AUDITOR’S REPORT
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sponsible for assessing the Company’s ability to continue 
as a going concern, disclosing, as applicable, matters relat-
ed to going concern and using the going concern basis of 
accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic al-
ternative but to do so.

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

Auditor’s Responsibilities for the Audit  
of the Financial Statements
Our objectives are to obtain reasonable assurance about 
whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and 
to issue an auditor’s report that includes our opinion. Rea-
sonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with SAs 
will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are consid-
ered material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions 
of users taken on the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise pro-
fessional judgment and maintain professional skepticism 
throughout the audit. We also: 

• Identify and assess the risks of material misstatement of 
the financial statements, whether due to fraud or error, de-
sign and perform audit procedures responsive to those risks, 
and obtain audit evidence that is sufficient and appropriate 
to provide a basis for our opinion. The risk of not detecting 
a material misstatement resulting from fraud is higher than 
for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the 
override of internal control. 

• Obtain an understanding of internal control relevant to the 
audit in order to design audit procedures that are appro-
priate in the circumstances. Under section 143(3)(i) of the 
Companies Act, 2013, we are also responsible for expressing 
our opinion on whether the company has adequate internal 
financial controls system in place and the operating effec-
tiveness of such controls. 

• Evaluate the appropriateness of accounting policies used 
and the reasonableness of accounting estimates and related 
disclosures made by management. 

• Conclude on the appropriateness of management’s use of 
the going concern basis of accounting and, based on the 

audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast signifi-
cant doubt on the Company’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, 
we are required to draw attention in our auditor’s report 
to the related disclosures in the financial statements or, if 
such disclosures are inadequate, to modify our opinion. Our 
conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or 
conditions may cause the Company to cease to continue as 
a going concern. 

• Evaluate the overall presentation, structure and content 
of the financial statements, including the disclosures, and 
whether the financial statements represent the underlying 
transactions and events in a manner that achieves fair pre-
sentation. 

We communicate with those charged with governance re-
garding, among other matters, the planned scope and tim-
ing of the audit and significant audit findings, including any 
significant deficiencies in internal control that we identify 
during our audit. 

We also provide those charged with governance with a 
statement that we have complied with relevant ethical re-
quirements regarding independence, and to communicate 
with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and 
where applicable, related safeguards.

Report on Other Legal and Regulatory  
Requirements	

1. As required by the Companies (Auditor’s Report) Order, 
2016 issued by the Central Government of India in terms of 
sub-section (11) of section 143 of The Companies Act 2013, 
we give in the Annexure B, a statement on the matters spec-
ified in paragraphs 3 and 4 of the Order.

2. As required by section 143(3) of the Act, we report that:

a. We have sought and obtained all the information and ex-
planations which to the best of our knowledge and belief 
were necessary for the purpose of our audit;

b. In our opinion proper books of account as required by 
law have been kept by the Company so far as it appears 
from our examination of those books.

c. The Balance Sheet, Statement of Profit and Loss, and Cash 
Flow Statement dealt with by this Report are in agreement 
with the books of account.

Financial Statement
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d. The reports on the accounts of the branch office of the 
Company at New Delhi audited under section 143(3) of the 
Act by the branch auditor has been sent to us and has prop-
erly dealt with by us in preparing this report.

e. In our opinionthe aforesaid financial statements comply 
with Accounting Standards specified under section 133 of 
the Act, read with Rule 7 of the Companies (Accounts) Rules, 
2014.

f. On the basis of written representations received from the 
directors as on March 31st, 2020 taken on record by the 
Board of Directors, none of the directors is disqualified as 
on March 31st, 2020 from being appointed as a director in 
terms of Section 164(2)of the Act.

g. With respect to the adequacy of the internal financial 
controls over financial reporting of the Company and the 

operating effectiveness of such controls, refer to our sepa-
rate Report in “Annexure A”.

With respect to the other matters to be included in the Au-
ditor’s Report in accordance with Rule 11 of the Companies 
(Audit and Auditors) Rules, 2014, in our opinion and to the 
best of our information and according to the explanations 
given to us:

i) The company has disclosed the impact of Pending litiga-
tions on its financial position in its financial statements.

ii) The company does not have any long-term contracts re-
quiring a provision for material foreseeable losses. 

iii) The company does not have any amounts required to be 
transferred to the Investor Education and Protection Fund.

ANNEXURE (A)REFERRED TO IN PARA-
GRAPH 2 (g) OF INDEPENDENT AUDITOR’S 
REPORT OF EVEN DATE TO THE MEMBERS 
OF MUTHOOT VEHICLE & ASSET FINANCE 
LIMITED ON THE FINANCIAL STATEMENTS 
OF THE COMPANY FOR THE YEAR ENDED 
31st MARCH, 2020.
Report on the Internal Financial Controls under 
Clause (i) of Sub-section 3 of Section 143 of the 
Companies Act, 2013 
We have audited the internal financial controls over finan-
cial reporting of Muthoot Vehicle & Asset Finance Limited 
as of March 31st, 2020 in conjunction with our audit of the 
financial statements of the Company for the year ended on 
that date. 

Management’s Responsibility for Internal 
Financial Controls 
The Board of Directors of the company is responsible for es-
tablishing and maintaining internal financial controls based 
on the internal control over financial reporting criteria es-
tablished by the company considering the essential com-
ponents of internal control stated in the Guidance Note on 
Audit of Internal Financial Controls over Financial Reporting 
issued by the Institute of Chartered Accountants of India.

These responsibilities include the design, implementation 
and maintenance of adequate internal financial controls 
that were operating effectively for ensuring the orderly 
and efficient conduct of its business, including adherence 
to company’s policies, the safeguarding of its assets, the 
prevention and detection of frauds and errors, the accuracy 
and completeness of the accounting records, and the timely 
preparation of reliable financial information, as required un-
der the Companies Act, 2013. 

For JVR& ASSOCIATES
 Chartered Accountants

(F. R. No. 011121s)

JOMON K GEORGE
Partner

M.No. 202144
 UDIN:  20202144AAAAAD5759

Place : Kochi-16

Date  : 22.06.2020
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For JVR& ASSOCIATES
 Chartered Accountants

(F. R. No. 011121s)

JOMON K GEORGE
Partner

M.No. 202144
 UDIN:  20202144AAAAAD5759

Place : Kochi-16

Date  : 22.06.2020

Auditors’ Responsibility 
Our responsibility is to express an opinion on the Compa-
ny’s internal financial controls over financial reporting based 
on our audit. We conducted our audit in accordance with 
the Guidance Note on Audit of Internal Financial Controls 
Over Financial Reporting and the Standards on Auditing, is-
sued by ICAI and deemed to be prescribed under section 
143(10) of the Companies Act, 2013, to the extent applicable 
to an audit of internal financial controls, both applicable to 
an audit of Internal Financial Controls and, both issued by 
the Institute of Chartered Accountants of India. Those Stan-
dards and the Guidance Note require that we comply with 
ethical requirements and plan and perform the audit to ob-
tain reasonable assurance about whether adequate internal 
financial controls over financial reporting was established 
and maintained and if such controls operated effectively in 
all material respects. 

Our audit involves performing procedures to obtain audit 
evidence about the adequacy of the internal financial con-
trols system over financial reporting and their operating 
effectiveness. Our audit of internal financial controls over 
financial reporting included obtaining an understanding of 
internal financial controls over financial reporting, assess-
ing the risk that a material weakness exists, and testing 
and evaluating the design and operating effectiveness of 
internal control based on the assessed risk. The procedures 
selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the fi-
nancial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is suf-
ficient and appropriate to provide a basis for our audit opin-
ion on the Company’s internal financial controls system over 
financial reporting.

Meaning of Internal Financial Controls over 
Financial Reporting
A company’s internal financial control over financial re-
porting is a process designed to provide reasonable assur-
ance regarding the reliability of financial reporting and the 

preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. 
A company’s internal financial control over financial report-
ing includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, ac-
curately and fairly reflect the transactions and dispositions 
of the assets of the company; (2) provide reasonable assur-
ance that transactions are recorded as necessary to per-
mit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts 
and expenditures of the company are being made only in 
accordance with authorisations of management and direc-
tors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorised 
acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 

Inherent Limitations of Internal Financial 
Controls over Financial Reporting 
Because of the inherent limitations of internal financial con-
trols over financial reporting, including the possibility of col-
lusion or improper management override of controls, mate-
rial misstatements due to error or fraud may occur and not 
be detected. Also, projections of any evaluation of the inter-
nal financial controls over financial reporting to future peri-
ods are subject to the risk that the internal financial control 
over financial reporting may become inadequate because 
of changes in conditions, or that the degree of compliance 
with the policies or procedures may deteriorate. 

Opinion 
In our opinion, the company has, in all material respects, 
an adequate internal financial controls system over financial 
reporting and such internal financial controls over financial 
reporting were operating effectively as at 31st March, 2020, 
based on the internal control over financial reporting criteria 
established by the Company considering the essential com-
ponents of internal control stated in the Guidance Note on 
Audit of Internal Financial Controls Over Financial Reporting 
issued by the Institute of Chartered Accountants of India.
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ANNEXURE (B)REFERRED TO IN  
PARAGRAPH 1 OF THE INDEPENDENT 
AUDITORS REPORT OF EVEN DATE TO THE 
MEMBERS OF MUTHOOT VEHICLE & AS-
SET FINANCE LIMITED ON THE FINANCIAL 
STATEMENTS OF THE COMPANY FOR THE 
PERIOD ENDED 31st MARCH, 2020.
In terms of Companies (Auditor’s Report) Order 2016, issued 
by Central Government of India, in terms of section 143(11) 
of The Companies Act, 2013, we further report, on the mat-
ters specified in paragraph 3 and 4 of the said Order, that:  

1) (i)The company has maintained records showing full par-
ticulars, including 	quantitative details and location of fixed 
assets.

(ii) Fixed assets have been physically verified by the man-
agement at reasonable intervals.

(iii) The title deeds of immovable properties shown in the 
financial statements are held in the name of the company.

2) As the company is not dealing in/holding goods, the 
clauses relating to inventories are not applicable to the 
company.

3) The company has granted loans in the ordinary course 

of business as a Non- Banking Finance Company to parties 
listed in the register maintained  under Section 189 of The 
Companies Act, 2013.According to the information and ex-
planations given to us,the terms and conditions of the loans 
are not prima facie prejudicial to the interest of the Com-
pany.

4) The company has complied with the provisions of Section 
185 and 186 of The Companies Act, 2013, with respect to 
the loans and investments made.

5) In our opinion and according to the information and ex-
planations given to us,the Company has complied with the 
directions issued by Reserve Bank of India and the provi-
sions of section 73 to 76 of the Companies Act ,2013 and 
rules made there under in respect of deposits accepted 
from public.

6) In our opinion and according to the information and 
explanations given to us,the Central Government has not 
prescribed the maintenance of cost records under Section 
148(1) of the companies Act ,2013 for the company.

7) (i) The company is regular in depositing undisputed stat-
utory dues with appropriate authorities.

(ii) According to the information and explanations given to 
us, the following disputed statutory dues are outstanding as 
on the date of balance sheet:

8) The company has not defaulted in any repayment of dues 
to any financial institution or bank or debenture holders.

9) The term loans has been utilised for the purposes for 
which they were obtained.

10) Based upon the audit procedures performed and infor-
mation and explanations given to us by the management, 
we report that no fraud by the company or on the compa-

ny by its officers/employees has been noticed or reported 
during the course of our audit.

11) In our opinion and according to the information and 
explanations given to us,managerial remuneration has been 
paid in accordance with the requisite approvals under Sec-
tion 197 read with Schedule V of the Companies Act,2013. 

12) The transactions entered into with related parties are in 
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For JVR& ASSOCIATES
 Chartered Accountants

(F. R. No. 011121s)

JOMON K GEORGE
Partner

M.No. 202144
 UDIN:  20202144AAAAAD5759

Place : Kochi-16

Date  : 22.06.2020

compliance with section 177 and 188 of The Companies Act 
2013 and the details have been disclosed in the financial 
statements as required by the applicable accounting stan-
dards.

13) The company has not made any preferential allotment 
and private placement of shares or fully /partly convertible 
debentures during the year.

14) The company has not entered into any non-cash trans-
actions with directors or persons connected with him, 

during the year. 

15) The company has obtained registration under section 
45-IA of the Reserve Bank of India Act, 1934 to carry on the 
business as a Non-Banking Financial Company accepting 
public deposit vide registration number A-16.00042 dated 
20.03.2007

16) Matter specified in clause (xii) of paragraph 3 of the 
Companies (Auditor’s Report) Order, 2016 is not applicable 
to the company.

Financial Statement
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1 Corporate information
Muthoot Vehicle & Asset Finance Ltd. (formerly known as 
Muthoot Leasing & Finance Ltd.) was incorporated as a 
public Limited company on 08th June 1992. The Company 
is a part of the Muthoot Group and was incorporated for 
undertaking Hire Purchase operations. The Company has 
over the years transformed its business and is presently a 
multi category Loan portfolio company. The Company has 
been into the business of granting loans against security of 
vehicles and assets and also accepts public and corporate 
deposits predominantly in the state of Kerala and also oper-
ates in Coimbatore in the state of Tamil Nadu. The Company 
has its registered office at 2nd Floor, Muthoot Chambers, 
Opp. Saritha Theatre Complex, Banerji Road, Kochi – 682 
018 and its Corporate Office at 5th & 6th floor, Mithun Tow-
ers, K.P. Vallon Road, Kadavanthra, Kochi – 682 020. 

The Company obtained a certificate of registration dated 
30th November, 1998 (bearing no. 16.00042) issued by the 
RBI to carry on the activities of a deposit taking non-bank-
ing financial company (NBFC) under section 45 IA of the RBI 
Act, 1934.Subsequently, on change of its name on October 
3, 2008 a fresh Certificate bearing No. A-16-00042 was is-
sued to the company. The Company has been reclassified as 
NBFC- Investment and Credit Company (NBFC-ICC).

2 Basis of preparation
2.1 Statement of Compliance

 The financial statements of the Company have been pre-
pared in accordance with Indian Accounting Standards (Ind 
AS) notified under the Companies (Indian Accounting Stan-
dards) Rules, 2015 (as amended from time to time). For all 
periods up to and including the year ended 31 March 2019, 
the Company prepared its financial statements in accor-
dance with accounting standards notified under the section 
133 of the Companies Act 2013, read together with para-
graph 7 of the Companies (Accounts) Rules, 2014 (Indian 
GAAP or previous GAAP).

The financial statements for the year ended 31 March 2020 
are the first financial statement of the Company prepared in 
accordance with Ind AS. Refer to note No.3.20 on First time 
adoption to Ind AS for information on adoption of Ind AS by 
the Company. The financial statements have been prepared 
on a going concern basis. The Company uses accrual basis 
of accounting except in case of significant uncertainties.

2.2 Basis of measurement

The financial statements have been prepared on a historical 
cost basis.

2.3 Functional and presentation currency

The financial Statements are presented in Indian Rupees 
(INR) which is also its functional currency.

3. Summary of Significant accounting  
policies
This note provides a list of the significant accounting pol-
icies adopted in the preparation of these financial state-
ments. These policies have been consistently applied to all 
the years presented, unless otherwise stated.

3.1 Income
3.1.1 Interest Income
The Company recognises interest income using Effective 
Interest Rate (EIR) on all financial assets subsequently mea-
sured at amortised cost. EIR is calculated by considering all 
costs and incomes attributable to acquisition of a financial 
asset or assumption of a financial liability and it represents a 
rate that exactly discounts estimated future cash payments/
receipts through the expected life of the financial asset/fi-
nancial liability to the gross carrying amount of a financial 
asset or to the amortised cost of a financial liability.

The Company recognises interest income by applying the 
EIR to the gross carrying amount of financial assets other 
than credit-impaired assets. In case of credit-impaired finan-
cial assets regarded as ‘stage 3’, the Company recognises 
interest income on the amortised cost net of impairment 
loss of the financial asset at EIR. If the financial asset is no 
longer credit-impaired, the Company reverts to calculating 
interest income on a gross basis.

3.1.2 Sale of Services
Income from prepaid instruments is recognized when the 
business transactions were successfully performed.

3.1.3 Other Income
The Company recognises revenue from contracts with cus-
tomers (other than financial assets to which Ind AS 109 ‘Fi-
nancial Instruments’ is applicable) based on a comprehen-
sive assessment model as set out in Ind AS 115 ‘Revenue 
from contracts with customers’. The Company identifies 
contract(s) with a customer and its performance obligations 
under the contract, determines the transaction price and its 
allocation to the performance obligations in the contract 
and recognises revenue only on satisfactory completion of 
performance obligations.
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(A) Fees and commission
The Company recognises service and administration charges 
towards rendering of additional services to its loan custom-
ers on satisfactory completion of service delivery.

Fees on value added services and products are recognised 
on rendering of services and products to the customer. The 
income so earned is recognised on successful sales on be-
half of other entities subject to there being no significant 
uncertainty of its recovery.

Foreclosure charges are collected from loan customers for 
early payment/closure of loan and are recognised on real-
isation.

(B) Dividend Income
Dividend income is recognised when the Company’s right to 
receive the payment is established. This is established when 
it is probable that the economic benefits associated with 
the dividend will flow to the entity and the amount of the 
dividend can be measured reliably.

(C) Recoveries of financial assets written off
The Company recognises income on recoveries of financial 
assets written off on realization.

3.2. Financial Instruments
A financial instrument is defined as any contract that gives 
rise to a financial asset of one entity and a financial liability 
or equity instrument of another entity. 

All the financial instruments are recognized on the date 
when the Company becomes party to the contractual provi-
sions of the financial instruments.

A. Financial Assets
Financial assets include cash, or an equity instrument of an-
other entity, or a contractual right to receive cash or another 
financial asset from another entity which normally includes 
loan receivables, debt instruments, cash & cash equivalents 
etc.

3.2.1. Initial measurement
All financial assets are recognised initially at fair value in-
cluding transaction costs that are attributable to the acqui-
sition of financial assets except in the case of financial assets 
recorded at FVTPL where the transaction costs are charged 
to profit or loss.

3.2.2. Subsequent measurement

The Company measures its financial assets at amortised 
cost if both the following conditions are met:

• The asset is held within a business model of collecting 
contractual cash flows; and

• Contractual terms of the asset give rise on specified dates 
to cash flows that are Sole Payments of Principal and Inter-
est (SPPI) on the principal amount outstanding.

To make the SPPI assessment, the Company applies judg-
ment and considers relevant factors such as the nature of 
portfolio and the period for which the interest rate is set.

The Company determines its business model at the level 
that best reflects how it manages groups of financial assets 
to achieve its business objective. The Company’s business 
model is not assessed on an instrument by instrument basis, 
but at a higher level of aggregated portfolios. If cash flows 
after initial recognition are realised in a way that is differ-
ent from the Company’s original expectations, the Company 
does not change the classification of the remaining financial 
assets held in that business model, but incorporates such 
information when assessing newly originated financial as-
sets going forward.

The business model of the Company for assets subsequent-
ly measured at amortised cost category is to hold and col-
lect contractual cash flows

After initial measurement, such financial assets are subse-
quently measured at amortised cost on effective interest 
rate (EIR). The expected credit loss (ECL) calculation for debt 
instruments at amortised cost is explained in subsequent 
notes in this section.

B. Financial liabilities
Financial liabilities include liabilities that represent a con-
tractual obligation to deliver cash or another financial assets 
to another entity, or a contract that may or will be settled in 
the entities own equity instruments which normally includes 
trade payables, debt securities ,other borrowings etc.

3.2.3. Initial measurement
All financial liabilities are recognised initially at fair value 
and, in the case of borrowings, net of directly attributable 
transaction costs.

3.2.4. Subsequent measurement
After initial recognition, all financial liabilities are subse-
quently measured at amortised cost using the EIR. Any 
gains or losses arising on derecognition of liabilities are rec-
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ognised in the Statement of Profit and Loss.

3.3. Derecognition of Financial Assets and 
Liabilities
3.3.1. Financial Asset
The Company derecognises a financial asset (or, where ap-
plicable, a part of a financial asset) when the right to receive 
cash flows from the asset have expired.

3.3.2. Financial Liability
The Company derecognises a financial liability when the 
obligation under the liability is discharged, cancelled or 
expired. Where an existing financial liability is replaced by 
another from the same lender on substantially different 
terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as 
de-recognition of the original liability and the recognition 
of a new liability. The difference between the carrying value 
of the original financial liability and the consideration paid 
is recognised in profit or loss.

3.4. Impairment of Financial Assets
Expected Credit Loss (ECL) are recognized for financial as-
sets held under amortised cost, certain loan commitments, 
etc.

Financial assets where no significant increase in credit risk 
has been observed are considered to be in ‘stage 1’ and for 
which a 12 month ECL is recognised. Financial assets that 
are considered to have significant increase in credit risk are 
considered to be in ‘stage 2’ and those which are in default 
or for which there is an objective evidence of impairment 
are considered to be in ‘stage 3’. Lifetime ECL is recognised 
for stage 2 and stage 3 financial assets.

In the event of a significant increase in credit risk, allowance 
(or provision) is required for ECL towards all possible default 
events over the expected life of the financial instrument 
(‘lifetime ECL’).

Financial assets (and the related impairment loss allowanc-
es) are written off in full, when there is no realistic prospect 
of recovery.

3.4.1. Treatment of the different stages of financial 
assets and the methodology of determination of 
Expected Credit Loss (ECL)

(a) Stage3 - Financial asset is credit impaired
The Company recognises a financial asset to be credit im-

paired and in stage 3 by considering relevant objective evi-
dence, primarily whether:

• Contractual payments of either principal or interest are 
past due for more than 90 days;

• The loan is otherwise considered to be in default.

Restructured loans, where repayment terms are renegoti-
ated as compared to the original contracted terms due to 
significant credit distress of the borrower, are classified as 
credit impaired. Such loans continue to be in stage 3 until 
they exhibit regular payment of renegotiated principal and 
interest over a minimum observation period, typically 12 
months– post renegotiation, and there are no other indica-
tors of impairment. Having satisfied the conditions of timely 
payment over the observation period these loans could be 
transferred to stage 1 or 2 and a fresh assessment of the risk 
of default be done for such loans.

Interest income is recognised by applying the Effective In-
terest Rate (EIR) to the net amortised cost amount i.e. gross 
carrying amount less ECL allowance.

(b) Stage 2- Financial asset having significant  
increase in credit risk 
An assessment of whether credit risk has increased signifi-
cantly since initial recognition is performed at each report-
ing period by considering the change in the risk of default 
of the loan exposure. However, unless identified at an ear-
lier stage, 30 days past due is considered as an indication 
of financial assets to have suffered a significant increase in 
credit risk. Based on other indications such as borrower’s 
frequently delaying payments beyond due dates though 
not 30 days past due are included in stage 2.

The measurement of risk of defaults under stage 2 is com-
puted on homogenous portfolios, generally by nature of 
loans, tenors, underlying collateral, geographies and bor-
rower profiles. The default risk is assessed using PD (prob-
ability of default) derived from past behavioral trends of 
default across the identified homogenous portfolios. These 
past trends factor in the past customer behavioural trends, 
credit transition probabilities and macroeconomic condi-
tions. The assessed PDs are then aligned considering future 
economic conditions that are determined to have a bearing 
on ECL.

(c) Stage 1- Financial asset without significant  
increase in credit risk since initial recognition
ECL resulting from default events that are possible in the 
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next 12 months is recognised for financial instruments in 
stage 1. The Company has ascertained default possibilities 
on past behavioural trends witnessed for each homogenous 
portfolio using application/behaviourial score cards and 
other performance indicators, determined statistically.

(d) Measurement of Expected Credit Loss (ECL)
The assessment of credit risk and estimation of ECL are un-
biased and probability weighted. It incorporates all informa-
tion that is relevant including information about past events, 
current conditions and reasonable forecasts of future events 
and economic conditions at the reporting date. In addition, 
the estimation of ECL takes into account the time value of 
money. Forward looking economic scenarios determined 
with reference to external forecasts of economic parameters 
that have demonstrated a linkage to the performance of our 
portfolios over a period of time have been applied to deter-
mine impact of macroeconomic factors.

The Company has considered the following three main 
components for calculating ECL:

1. Probability of default (PD)
Probability of Default is an estimate of the likelihood of de-
fault over a given time horizon. The company uses historical 
information where available to determine PD. Considering 
the different products and schemes, the company has bi-
furcated its loan portfolio into various pools. For certain a 
pool where historical information is available, the PD is cal-
culated considering fresh slippage of past years. For those 
pools where historical information is not available, the PD/ 
default rates as stated by external reporting agencies are 
considered. 

2. Loss Given Default (LGD) 
Loss Given Default is an estimate of the loss arising in the 
case where a default occurs at a given time. It is based on 
the difference between the contractual cash flows due and 
those that the lender would expect to receive, including 
from the realisation of any collateral.

3.  Exposure at Default (EAD)
Exposure at Default is an estimate of the exposure at a future 
default date, considering expected changes in the exposure 
after the reporting date, including repayments of principal 
and interest, whether scheduled by contract or otherwise, 
expected draw downs on committed facilities, and accrued 
interest from missed payments.

ECL is calculated by multiplying the PD, LGD and EAD and 

adjusted for time value of money using a rate which is a 
reasonable approximation of EIR.

• Probability of Default (PD) is determined for each stages 
of ECL.

• Exposure at Default (EAD) represents the expected balance 
at default, taking into account the repayment of principal 
and interest from the Balance Sheet date to the date of de-
fault together with any expected draw downs of committed 
facilities.

• Loss Given Default (LGD) represents expected losses on 
the EAD given the event of default, taking into account, 
among other attributes, the mitigating effect of collateral 
value at the time it is expected to be realised and the time 
value of money.

Detailed description of the methodology used for ECL is 
covered in the ‘credit risk’ section of note No.3.16.

Forward looking information
While estimating the expected credit losses, the Company 
reviews macro-economic developments occurring in the 
economy and market it operates in. On a periodic basis, the 
Company analyses if there is any relationship between key 
economic trends like GDP, unemployment rates, benchmark 
rates set by the Reserve Bank of India, inflation etc. with 
the estimate of PD, LGD determined by the Company based 
on its internal data. While the internal estimates of PD, LGD 
rates by the Company may not be always reflective of such 
relationships, temporary overlays, if any, are embedded in 
the methodology to reflect such macro-economic trends 
reasonably. To mitigate its credit risks on financial assets, 
the Company seeks to use collateral, where possible. 

The collateral comes in various forms, such as securities, 
deposits, vehicles, etc. However, the fair value of collateral 
affects the calculation of ECL. The collateral is majorly the 
property for which the loan is given. The fair value of the 
same is based on data provided by third party or manage-
ment judgments. Loans are written off (either partially or in 
full) when there is no realistic prospect of recovery. This is 
generally the case when the Company determines that the 
borrower does not have assets or sources of income that 
could generate sufficient cash flows to repay the amounts 
subjected to write-offs. Any subsequent recoveries against 
such loans are credited to the statement of profit and loss. 

3.5. Cash and cash equivalents
Cash and cash equivalents include cash on hand, other short 
term, highly liquid investments with original maturities of 
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three months or less that are readily convertible to known 
amounts of cash and which are subject to an insignificant 
risk of changes in value.

For the purpose of the statement of cash flows, cash and 
cash equivalents consist of cash and short- term deposits, as 
defined above, net of outstanding bank overdrafts if any, as 
they are considered an integral part of the Company’s cash 
management.

3.6. Property, plant and equipment
Property, plant and equipment (PPE) are measured at cost 
less accumulated depreciation and accumulated impair-
ment, if any. Cost of an item of property, plant and equip-

ment comprises its purchase price, including import duties 
and non-refundable purchase taxes, after deducting trade 
discounts and rebates, any directly attributable cost of 
bringing the item to its working condition for its intended 
use and estimated costs of dismantling and removing the 
item and restoring the site on which it is located.

 Subsequent expenditure related to the asset are added to 
its carrying amount or recognised as a separate asset only if 
it increases the future benefits of the existing asset, beyond 
its previously assessed standards of performance and cost 
can be measured reliably. Other repairs and maintenance 
costs are expensed off as and when incurred. 

(b) Depreciation on addition to assets and assets sold 
during the year is being provided for on a pro rata basis 
with reference to the month in which such asset is added or 
sold as the case may be.

(c) The residual values, useful lives and methods of depreci-
ation of property, plant and equipment are reviewed at each 
financial year end and adjusted prospectively, if appropriate.

(d) Changes in the expected useful life are accounted for by 
changing the amortisation period or methodology, as ap-
propriate, and treated as changes in accounting estimates.

(e) An item of property, plant and equipment and any signif-
icant part initially recognised is derecognised upon disposal 
or when no future economic benefits are expected from its 
use or disposal. 

(f) Any gain or loss arising on derecognition of the asset 
(calculated as the difference between the net disposal pro-

ceeds and the carrying amount of the asset) is included un-
der other income in the Statement of Profit and Loss when 
the asset is derecognised. The date of disposal of an item 
of property, plant and equipment is the date the recipient 
obtains control of that item in accordance with the require-
ments for determining when a performance obligation is 
satisfied in Ind AS 115.

3.7. Intangible assets and amortization 
thereof
An intangible asset is recognised only when its cost can be 
measured reliably and it is probable that the expected fu-
ture economic benefits that are attributable to it will flow 
to the Company. Intangible assets acquired separately are 
measured on initial recognition at cost. The cost of an in-
tangible asset comprises its purchase price including import 
duties and non-refundable purchase taxes, after deducting 
trade discounts and rebates, any directly attributable cost of 

3.6.1. Depreciation on property, plant and equipment
(a) Depreciation is provided on a pro-rata basis for all tangible assets on straight line method over the useful life of assets 
which is in line with the estimated useful life as specified in Schedule II of the Companies Act 2013.The management esti-
mate the useful lives as follows:
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bringing the item to its working condition for its intended 
use following initial recognition, intangible assets are car-
ried at cost less any accumulated amortisation and any ac-
cumulated impairment losses. 

Subsequent expenditure related to the asset is added to its 
carrying amount or recognised as a separate asset only if it 
increases the future benefits of the existing asset, beyond its 
previously assessed standards of performance and cost can 
be measured reliably.

Intangible assets comprising of software is amortised on 
straight line basis over a period of 5 years, unless it has a 
shorter useful life. Gains or losses from derecognition of in-
tangible assets are measured as the difference between the 
net disposal proceeds and the carrying amount of the asset 
are recognised in the Statement of Profit or Loss when the 
asset is derecognised. 

3.8. Impairment of non-financial assets
An assessment is done at each Balance Sheet date to as-
certain whether there is any indication that an asset may be 
impaired. If any such indication exists, an estimate of the re-
coverable amount of asset is determined. If the carrying val-
ue of relevant asset is higher than the recoverable amount, 
the carrying value is written down accordingly.

3.9.Retirement and other employee benefits
3.9.1. Short Term Employee Benefits
The undiscounted amount of short term employee benefits 
expected to be paid in exchange for the services rendered 
by employees are recognised as an expense during the pe-
riod when the employees render the services 

3.9.2. Post Employment benefits
A. Defined Contribution Plans:

All eligible employees of the company are entitled to re-
ceive benefits under the provident fund, a defined contri-
bution plan in which both the employee and the company 
contribute monthly at a stipulated percentage of the cov-
ered employee’s salary. Contributions are made to Employ-
ees Provident Fund Organization and Employee State In-
surance Corporation at prescribed rates and are charged to 
Statement of Profit & Loss at actuals. The company has no 
liability other than its annual contribution.

B. Defined Benefit Plans:

Gratuity
The Company provides for gratuity covering eligible em-

ployees under which a lumpsum payment is paid to vested 
employees at retirement, death, incapacitation or termina-
tion of employment, of an amount reckoned on the respec-
tive employee’s salary and his tenor of employment with the 
Company. The Company accounts for its liability for future 
gratuity benefits based on actuarial valuation determined at 
each Balance Sheet date by an Independent Actuary using 
Projected Unit Credit Method. The Company makes annu-
al contribution to a Gratuity Fund administered by Trustees 
and separate schemes managed by the Life Insurance Cor-
poration of India (LIC).

The obligation is measured at the present value of the es-
timated future cash flows. The discount rates used for de-
termining the present value of the obligation under defined 
benefit plan are based on the market yields on Government 
Securities as at the Balance Sheet date. 

An actuarial valuation involves making various assumptions 
that may differ from actual developments in the future. 
These include the determination of the discount rate, future 
salary increases and mortality rates. Due to the complexities 
involved in the valuation and its long-term nature, these lia-
bilities are highly sensitive to changes in these assumptions. 
All assumptions are reviewed at each reporting date. 

Re-measurement, comprising of actuarial gains and loss-
es (excluding amounts included in net interest on the net 
defined benefit liability), are recognized immediately in the 
balance sheet with a corresponding debit or credit to re-
tained earnings through Other Comprehensive Income in 
the period in which they occur. Re-measurements are not 
reclassified to profit and loss in subsequent periods. 

3.9.3.Other Long Term Employee Benefits

Accumulated Compensated absences
The Company provides for liability of accumulated compen-
sated absences for eligible employees on the basis of an 
independent actuarial valuation carried out at the end of 
the year, using the projected unit credit method. Actuarial 
gains and losses are recognised in the Statement of Profit 
and Loss for the period in which they occur.

3.10. Provisions 
The Company creates a provision when there is present ob-
ligation as a result of a past event that probably requires an 
outflow of resources and a reliable estimate can be made of 
the amount of the obligation.

When the effect of the time value of money is material, the 
enterprise determines the level of provision by discounting 
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the expected cash flows at a pre-tax rate reflecting the cur-
rent rates specific to the liability. The expense relating to any 
provision is presented in the statement of profit and loss net 
of any reimbursement. A disclosure for a contingent liabil-
ity is made when there is a possible obligation or a pres-
ent obligation that may, but probably will not, require an 
outflow of resources. The Company also discloses present 
obligations for which a reliable estimate cannot be made. 
When there is a possible obligation or a present obligation 
in respect of which the likelihood of outflow of resources is 
remote, no provision or disclosure is made.

3.11. Taxes
3.11.1. Current tax
Current tax assets and liabilities are measured at the amount 
expected to be recovered from or paid to the taxation au-
thorities, in accordance with the Income Tax Act, 1961 and 
the Income Computation and Disclosure Standards (ICDS) 
prescribed therein. The tax rates and tax laws used to com-
pute the amount are those that are enacted or substantively 
enacted, at the reporting date.

Current tax relating to items recognised outside profit or 
loss is recognised in correlation to the underlying transac-
tion either in OCI or directly in other equity. Management 
periodically evaluates positions taken in the tax returns with 
respect to situations in which applicable tax regulations are 
subject to interpretation and establishes provisions where 
appropriate.

3.11.2. Deferred tax
Deferred tax is provided using the Balance Sheet approach 
on temporary differences between the tax bases of assets 
and liabilities and their carrying amounts for financial re-
porting purposes at the reporting date.

Deferred tax liabilities are recognised for all taxable tem-
porary differences and deferred tax assets are recognised 
for deductible temporary differences to the extent that it is 
probable that taxable profits will be available against which 
the deductible temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at 
each reporting date and reduced to the extent that it is no 
longer probable that sufficient taxable profit will be available 
to allow all or part of the deferred tax asset to be utilised. 
Unrecognised deferred tax assets, if any, are reassessed at 
each reporting date and are recognised to the extent that 
it has become probable that future taxable profits will allow 
the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax 
rates that are expected to apply in the year when the asset 
is realised or the liability is settled, based on tax rates (and 
tax laws) that have been enacted or substantively enacted 
at the reporting date.

Deferred tax relating to items recognised outside profit or 
loss is recognised either in OCI or in other equity.

Deferred tax assets and deferred tax liabilities are offset if a 
legally enforceable right exists to set off current tax assets 
against current tax liabilities and the deferred taxes relate 
to the same taxable entity and the same taxation authority.

3.12. Contingent Liabilities and assets 
A contingent liability is a possible obligation that arises 
from past events whose existence will be confirmed by the 
occurrence or non-occurrence of one or more uncertain fu-
ture events beyond the control of the Company or a present 
obligation that is not recognized because it is not probable 
that an outflow of resources will be required to settle the 
obligation.

A contingent liability also arises in extremely rare cases 
where there is a liability that cannot be recognized because 
it cannot be measured reliably. The Company does not rec-
ognize a contingent liability but discloses its existence in 
the financial statements. A contingent asset is a possible 
asset that arises from past events and whose existence will 
be confirmed only by the occurrence or non-occurrence of 
one or more uncertain future events not wholly within the 
control of the entity. The company does not have any con-
tingent assets in the financial statements. 

3.13. Cash Flow Statement
Cash flows are reported using the indirect method, whereby 
profit before tax is adjusted for the effects of transactions of 
a non-cash nature and any deferrals or accruals of past or 
future cash receipts or payments. The cash flows from regu-
lar revenue generating, investing and financing activities of 
the Company are segregated.

3.14.Critical accounting estimates and judg-
ments
The preparation of the Company’s financial statements re-
quires Management to make use of estimates and judg-
ments. In view of the inherent uncertainties and a level of 
subjectivity involved in measurement of items, it is possible 
that the outcomes in the subsequent financial years could 
differ from those on which the Management’s estimates are 
based. Accounting estimates and judgments are used in 
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various line items in the financial statements for e.g.:

i. Business Model Assessment
Classification and measurement of financial assets depends 
on the results of the SPPI and the business model test. The 
Company determines the business model at a level that re-
flects how groups of financial assets are managed together 
to achieve a particular business objective. This assessment 
includes judgment reflecting all relevant evidence including 
how the performance of the assets is evaluated and their 
performance measured, the risks that affect the perfor-
mance of the assets and how these are managed and how 
the managers of the assets are compensated.

The Company monitors financial assets measured at amor-
tised cost or fair value through other comprehensive income 
that are derecognised prior to their maturity to understand 
the reason for their disposal and whether the reasons are 
consistent with the objective of the business for which the 
asset was held. Monitoring is part of the Company’s contin-
uous assessment of whether the business model for which 
the remaining financial assets are held continues to be ap-
propriate and if it is not appropriate whether there has been 
a change in business model and so a prospective change to 
the classification of those assets.

ii. Effective Interest Rate (EIR) method:
The Company’s EIR methodology,recognises interest income 
using a rate of return that represents the best estimate of a 
constant rate of return over the expected behavioral life of 
loans given and recognises the effect of potentially different 
interest rates at various stages and other characteristics of 
the product life cycle (including prepayments and penalty 
interest and charges). This estimation, by nature, requires 
an element of judgment regarding the expected behavior 
and life-cycle of the instruments, probable fluctuations in 
collateral value as well as expected changes to India’s base 
rate and other fee income/expense that are integral parts of 
the instrument.

iii. Impairment of loans portfolio:
The measurement of impairment losses across all catego-
ries of financial assets requires judgement, in particular, the 
estimation of the amount and timing of future cash flows 
and collateral values when determining impairment losses 
and the assessment of a significant increase in credit risk. 
These estimates are driven by a number of factors, changes 
in which can result in different levels of allowances. It has 
been the Company’s policy to regularly review its models in 
the context of actual loss experience and adjust when nec-

essary. 

iv. Defined employee benefit assets and liabilities:
The cost of the defined benefit gratuity plan and the pres-
ent value of the gratuity obligation are determined using 
actuarial valuations. An actuarial valuation involves making 
various assumptions that may differ from actual develop-
ments in the future. These include the determination of the 
discount rate, future salary increases and mortality rates. 
Due to the complexities involved in the valuation and its 
long-term nature, a defined benefit obligation is highly sen-
sitive to changes in these assumptions. All assumptions are 
reviewed at each reporting date. 

v. Fair value measurement: 
When the fair values of financial assets and financial lia-
bilities recorded in the balance sheet cannot be measured 
based on quoted prices in active markets, their fair value is 
measured using various valuation techniques. The inputs to 
these models are taken from observable markets where pos-
sible, but where this is not feasible, a degree of judgment is 
required in establishing fair values. Judgments include con-
siderations of inputs such as liquidity risk, credit risk and 
volatility. Changes in assumptions about these factors could 
affect the reported fair value of financial instruments. 

vi. Other estimates: 
These include contingent liabilities, useful lives of tangible 
and intangible assets etc.

3.15.Valuation techniques
3.15.1.Short-term financial assets and liabilities 
For financial assets and financial liabilities that have a 
short-term maturity (less than twelve months), the carry-
ing amounts, which are net of impairment, are a reasonable 
approximation of their fair value. Such instruments include: 
cash and cash equivalents, trade receivables, balances other 
than cash and cash equivalents and trade payables without 
a specific maturity. Such amounts have been classified as 
Level 2/Level 3 on the basis that no adjustments have been 
made to the balances in the balance sheet.

3.15.2.Loans 
The fair values of loans and receivables are estimated by dis-
counted cash flow models that incorporate assumptions for 
credit risks, probability of default and loss given default es-
timates. Since comparable data is not available, Credit risk is 
derived using, historical experience, management view and 
other information used in its collective impairment models.
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Fair values of portfolios are calculated using a portfo-
lio-based approach, grouping loans as far as possible into 
homogenous groups based on similar characteristics i.e., 
type of loan. The Company then calculates and extrapolates 
the fair value to the entire portfolio using Effective interest 
rate model that incorporate interest rate estimates consid-
ering all significant characteristics of the loans. The credit 
risk is applied as a top-side adjustment based on the collec-
tive impairment model incorporating probability of defaults 
and loss given defaults.

3.15.3. Financial liability at amortised cost 
The fair values of financial liability held-to-maturity are esti-
mated using effective interest rate model based on contrac-
tual cash flows using actual yields. 

3.16. Risk Management
The Company’s principal financial liabilities comprise de-
posits, debt securities, borrowings and trade and other pay-
ables. The main purpose of these financial liabilities is to 
finance and support the company’s operations. The Com-
pany’s principal financial assets include loans, investments, 
cash and cash equivalents, fixed deposits with banks and 
other receivables that are derived directly from its opera-
tions. As a NBFC, Company is exposed to various risks that 
are related to lending business and operating environment. 
The principal objective in Company‘s risk management 
processes is to measure and monitor the various risks that 
Company is subject to and to follow policies and procedures 
to address such risks. 

The Company’s Risk Management Committee of the Board 
of directors constituted in accordance with the Reserve 
Bank of India regulations has overall responsibility for over-
seeing the implementation of the Risk Management Policy. 
The committee meets at least twice in a year to review the 
Risk Management practices. Risk Management department 
periodically places its report to the committee for review.

The committee’s suggestions for improving the Risk Man-
agement Practices are implemented by the Risk Manage-
ment department. 

Risk Management department shall be responsible for the 
following: 

a) Identifying the various risks associated with the activities 
of the Company and assessing their impact on the business. 

b) Measuring the risks and suggesting measures to effec-
tively mitigate the risks. 

However, the primary responsibility for managing the vari-

ous risks on a day to day basis will be with the heads of the 
respective business units of the Company. The Company is 
generally exposed to credit risk, liquidity risk, market risk 
and operational risk.

1. Credit Risk
Credit Risk arises from the risk of loss that may occur from 
the default of Company’s customers under loan agree-
ments. Customer defaults and inadequate collateral may 
lead to loan losses.

Company’s Risk Management is mainly described in 3 major 
pillars i.e.

1.Defining the Risk Appetite.

2. Guidelines for Risk Acquisition

3. Measuring & Monitoring of Risk

Pillar 1: Defining Risk Appetite.
The Risk appetite is the risk taking ability of the company 
and range in which the company wants to operate to get 
the return on its investment. Company’s major focus is in 
retail segment and more spread out customer base, which 
diversifies the risk of concentration of customer segment, 
customer profile, asset base etc. This is mainly classified in 
the below terms i.e.

i. Setting up Exposure Limits

ii. Defining Customer Risk Profile Standards

iii. Setting up of Loan Sanctioning Powers

iv. Risk based pricing

Pillar 2: Policy Guidelines for Risk Acquisition
In line with set-up risk acquisition standards, Company has 
put in place the Credit Policy prescribing appraisal meth-
odology based on the type of customer, business, income 
assessment module/s, geographical specific products etc. 
but within overall limit of set-up standards.

The credit policies are reviewed on periodical basis after 
analysing the portfolio, NPA, Collection feedback etc and 
sufficient corrections /updations are being made in the pol-
icy to cover the External and Inherent risk. To ward of any 
risk on this count, deviations are to be allowed only by the 
delegated authority.

Pillar 3: Monitoring of Risk Acquisition

A. Portfolio Analytics:
A Risk committee (Portfolio Review Committee) is been 
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Formed, comprising of Department HODs of Collection, 
Sales New & Used and Credit, who meets on a periodical 
Basis ,ideally on a Quarterly basis to review the collection 
portfolio. They also take note of collection strength and 
corrective measures required if any, time to time and rec-
ommend for the policy changes to be done putting the 
portfolio under control in accordance with CEO. The Port-
folio Committee also analyses on various parameters like 
Portfolio composition (Various product base of New & 
Used, Customer categories, and profiles as per credit policy, 
product-wise efficacy etc.) to assess the inherent risks vis-
à-vis rewards and place their reports to the Chief Executive 
Officer. For the purpose of assimilation of information, ex-
ception reports, customer feed-backs and inputs from Col-
lection & Recovery would be incorporated. Portfolio Analy-
sis would be a continuous exercise for assessing embedded 
risks in the portfolio.

B. Default Analytics:
Risk committee would on a continuous basis do the risk 
analysis of Early Delinquency Cases and Non Starter Cas-
es, also RCU Negative cases and Alert cases in audits on 
random sample basis on credit and operations dimensions 
and would present the report to CEO. There would be feed-
back taken from the collection team and RCA (Route Cause 
Analysis) report of the Credit team members which would 
be decide the future plan of action on the said deal how to 
get solution of the particular kind of cases and necessary 
changes of policy recommendations if any. Risk Commit-
tee would also assess the Probability of Default (PD) for the 
portfolio, products and on Demographic and geographical 
dimensions so that learning can be used, for taking prudent 
decisions on products and policies by the management.

As an Asset Based Finance Company, collateral management 
is of utmost importance and as funding is on a depreciat-
ing asset, LTV parameters are the key to have positive asset 
value to Loan Ratio. Therefore assessment of Loss/ Probable 
losses are also been taken into consideration while deciding 

the policy changes in LTV for particular asset and revisions 
if any time to time.

3.17. Impairment Assessment
The Company is mainly engaged in the business of provid-
ing vehicle loans which has tenure of between 12 months to 
84 months. While in the past, the company had a wholesale 
lending business vertical which extended loans to commer-
cial businesses and mortgage loans which is discontinued 
for the time being. The company also provides unsecured 
personal loans and trade advance.

The Company’s impairment assessment and measurement 
approach is set out in this note. It should be read in con-
junction with the Summary of significant accounting poli-
cies.

3.17.1. Definition of default and cure:
The company considers a financial instrument as default and 
therefore Stage 3 (credit-impaired) for Expected Credit Loss 
(ECL) calculations in all cases when the borrower becomes 
90 days past due on its contractual payments. As a part of 
a qualitative assessment of whether a customer is in de-
fault, the Company also considers a variety of instances that 
may indicate unlikeness to pay. When such events occur, 
the Company carefully considers whether the event should 
result in treating the customer as defaulted and therefore 
assessed as Stage 3 for ECL calculations or whether Stage 
2, as appropriate. 

It is the Company’s policy to consider a financial instrument 
as ‘cured’ and therefore re-classified out of Stage 3 when 
none of the default criteria have been present for at least 
three consecutive months. The decision whether to classify 
an asset as Stage 2 or Stage 1 once cured depends on the 
updated credit grade, at the time of the cure, and whether 
this indicates there has been a significant increase in credit 
risk compared to initial recognition.
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Company’s internal credit rating grades and staging criteria for loans are as follows:

3.17.2 Exposure at Default (EAD):
The Exposure at Default is an estimate of the exposure at 
a future default date, considering expected changes in the 
exposure after the reporting date, including repayments of 
principal and interest, whether scheduled by contract or 
otherwise, expected draw downs on committed facilities, 
and accrued interest.

3.17.3 Probability of default (PD):
The Probability of Default is an estimate of the likelihood of 
default over a given time horizon. To calculate the ECL for 
a Stage 1 loan, the Company assesses the possible default 
events within 12 months for the calculation of the 12 month 
ECL. For Stage 2 and Stage 3 financial assets, the exposure 
at default is considered for events over the lifetime of the in-
struments. The Company uses historical information wher-
ever available to determine PD. PD is calculated using Incre-
mental 91 DPD approach considering fresh slippage using 
historical information.

Based on its review of macro-economic developments and 
economic outlook, the Company has assessed that no ad-
justment is required for temporary overlays to determine 
qualitative impact on its PD’s as at March 31, 2020 and 
March 31, 2019.

3.17.4. Loss Given Default (LGD):
LGD is the estimated loss that the Company might bear if 
the borrower defaults. The Company determines its recov-
ery (net present value) by analysing the recovery trends, 
borrower rating, collateral value and expected proceeds 

from sale of asset. LGD Rates have been computed internal-
ly based on the discounted recoveries in defaulted accounts 
that are closed/ written off/ repossessed and upgraded 
during the year. When estimating ECLs on a collective basis 
for a group of similar assets, the Company applies the same 
principles for assessing whether there has been a significant 
increase in credit risk since initial recognition. Company has 
adopted LGD at a rate drawn reference from Internal Rating 
Based (IRB) approach guidelines issued by Reserve Bank of 
India for Banks to calculate LGD where sufficient past infor-
mation is not available.

3.17.5. Collateral and other credit enhancements:
The amount and type of collateral required depends on an 
assessment of the credit risk of the counterparty. Guidelines 
are in place covering the acceptability and valuation of each 
type of collateral.

3.17.6. Liquidity risk:
Liquidity risk is the risk of being unable to raise necessary 
funds from the market at optimal cost to meet operational 
and debt servicing requirements. The purpose of liquidity 
management is to ensure sufficient cash flow to meet all 
financial commitments and to capitalise on opportunities 
for business expansion. Board of Directors will have over-
all responsibility of monitoring, supervision and control of 
the ALM mechanism. Board will have a sub-committee of 
Directors (ALM Committee) to review the ALM position of 
the company on at least half yearly intervals. An Asset Liabil-
ity Committee (ALCO) consisting of senior executive of the 
company including the CEO shall be responsible for the day 
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to day as well as periodic monitoring and control of Asset 
Liability management.

3.17.7. Market risk:
Market Risk is the risk that the fair value or the future cash 
flows of a financial instrument will fluctuate because of 
changes in market factor. Such changes in the values of fi-
nancial instruments may result from changes in the inter-
est rates, credit, liquidity, and other market changes. The 
objective of market risk management is to avoid excessive 
exposure of our earnings and equity to loss and reduce our 
exposure to the volatility inherent in financial instruments. 

3.17.8. Interest rate risk:
Interest rate risk is the risk that the fair value of future cash 
flows of a financial instrument will fluctuate because of 
changes in market interest rates. The company is subject 
to interest rate risk, primarily since it lends to customers at 
fixed rates and for maturity periods shorter than the fund-
ing sources. Majority of our borrowings are at fixed rates 
.However, borrowings at floating rates gives rise to interest 
rate risk. Interest rates are highly sensitive to many factors 
beyond control, including the monetary policies of the Re-
serve Bank of India, deregulation of the financial sector in 
India, domestic and international economic and political 
conditions, inflation and other factors.

 In order to manage interest rate risk, the company seeks to 
optimize borrowing profile between short-term and long-
term loans. The company adopts funding strategies to en-
sure diversified resource-raising options to minimize cost 
and maximize stability of funds. Assets and liabilities are 
categorized into various time buckets based on their matur-
ities and Asset Liability Management Committee supervise 
an interest rate sensitivity report periodically for assessment 
of interest rate risks. The Interest Rate Risk is mitigated by 
availing funds at very competitive rates through diversified 
borrowings and for different tenors.

3.17.9. Risk Based Pricing:
Company has set its benchmark lending rate band and all 
the loan products as per their perceived risk profiling are 
priced accordingly. The Rate offered for each category of 
customer is based on the asset they are taking, categorisa-
tion as per the credit policy etc.

Approved ROI and PF Matrix (Rate Card) also provides for 
concessions in the rate of interest to be charged to the cus-
tomer in wake of competition and market compulsions and 
hence has put in place rate approval matrix. It is prudent on 

the part of approval authorities to allow concessions in rate 
of interests on selective basis and strictly on merits. In case 
there is any policy deviation, for which a deviation matrix 
is prescribed in the Rate approval Matrix, the above-stated 
card rates are additionally loaded as risk adjusted loading. 
Therefore by virtue of its Company ensures uniform rates for 
all the loans with similar risk profile.

3.17.10 Prepayment risk:
Prepayment risk is the risk that the Company will incur a fi-
nancial loss because its customers and counterparties repay 
or request repayment earlier or later than expected, such as 
fixed rate loans like ours when interest rates fall. 

3.17.11 Operational and business risk:
Operational risk is the risk of loss arising from systems fail-
ure, human error, fraud or external events. When controls 
fail to operate effectively, operational risks can cause dam-
age to reputation, have legal or regulatory implications, or 
lead to financial loss. The Company cannot expect to elimi-
nate all operational risks, but it endeavors to manage these 
risks through a control framework and by monitoring and 
responding to potential risks. Controls include effective seg-
regation of duties, access, authorisation and reconciliation 
procedures, staff education and assessment processes, such 
as the use of internal audit.

3.18. Disclosure with regard to dues to Mi-
cro Enterprises and Small Enterprises:
Based on the information available with the Company, none 
of the suppliers have confirmed to be registered under 
“The Micro, Small and Medium Enterprises Development 
(‘MSMED’) Act, 2006”. Accordingly, no disclosures relating 
to principal amounts unpaid as at the period ended March 
31, 2020 together with interest paid /payable are required 
to be furnished.

3.19. Segment reporting:
The Company is engaged in the business segment of Fi-
nancing, whose operating results are regularly reviewed by 
the entity’s chief operating decision maker to make deci-
sions about resources to be allocated and to assess its per-
formance, and for which discrete financial information is 
available. Further other business segments do not exceed 
the quantitative thresholds as defined by the Ind AS 108 on 
“Operating Segment”. Hence, there are no separate report-
able segments, as required by the Ind AS 108 on “Operating 
Segment”.
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3.20. First-time Adoption of Ind AS:
These financial statements, for the year ended March 31, 
2020, are the first financial statements the Company has 
prepared in accordance with Ind AS. For periods up to and 
including the year ended March 31, 2019, the Company pre-
pared its financial statements in accordance with account-
ing standards notified under section 133 of the Companies 
Act 2013, read together with Rule 7 of the Companies (Ac-
counts) Rules, 2014 and guidelines issued by RBI (Indian 
GAAP or previous GAAP). 

Accordingly, the Company has prepared financial state-
ments which comply with Ind AS applicable for year ending 
on March 31, 2020, together with the comparative period 
data as at and for the year ended March 31, 2019, as de-
scribed in the summary of significant accounting policies. 
In preparing these financial statements, the Company’s 
opening balance sheet was prepared as at April 01, 2018, 
the Company’s date of transition to Ind AS. These financial 
results may require further adjustments, if any, necessitated 
by the guidelines / clarifications / directions issued in the 
future by RBI, Ministry of Corporate Affairs, or other regula-
tors, which will be implemented as and when the same are 
issued and made applicable. This note explains the principal 
adjustments made by the Company in restating its Indian 
GAAP financial statements, including the balance sheet as 
at April 01, 2018 and the financial statements as at and for 
the year ended March 31, 2019.

3.20.1. Exemptions applied: 
Ind AS 101 allows first-time adopters certain exemptions 
from the retrospective application of certain requirements 
under Ind AS. Set out below are the applicable Ind AS 101 
optional exemptions and mandatory exceptions applied in 
the transition from previous GAAP to Ind AS. 

3.20.2. Deemed Cost:
Ind AS 101 permits a first time adopter to elect to continue 
the carrying value of all its property, plant and equipment 
as recognised in the financial statements as at the date of 
transition to Ind AS, measured as per the previous GAAP 
and use that as its deemed cost after making necessary ad-
justments to decommissioning liabilities. This exemption 
can also be used for intangible assets covered under Ind AS 
38 and Investment Property covered under Ind AS 40. Ac-
cordingly, the Company has elected to measure all its prop-
erty, plant and equipment, intangible assets and investment 
property at their Indian GAAP carrying value.

3.20.3 Designation of previously recognised financial 

instruments:
Ind AS 109 requires a financial asset to be measured at am-
ortised cost if it meets two tests that deal with the nature 
of the business that holds the assets and the nature of the 
cash flows arising on those assets. A first-time adopter must 
assess whether a financial asset meets the conditions on the 
basis of the facts and circumstances that exist at the date of 
transition to Ind AS. Para B8-B8C Ind AS 101 also contains 
mandatory exception related to classification of financial as-
set which states that conditions for classifying financial as-
sets to be tested on the basis of facts and circumstances ex-
isting at the date of transition to Ind AS instead of the date 
on which it becomes party to the contract. The Company 
has applied this exemption and opted to classify all financial 
assets and liabilities based on facts and circumstances ex-
isting on the transition date. As per para 8D - 8G of Ind AS 
101, an entity shall apply the exception to the retrospective 
application of “Impairment of financial asset” which is as per 
section 5.5 of Ind AS 109.

3.20.4. Estimates: 
The estimates at April 01, 2018 and at March 31, 2019 are 
consistent with those made for the same dates in accor-
dance with Indian GAAP (after adjustments to reflect any 
differences in accounting policies) apart from the following 
items where application of Indian GAAP did not require es-
timation:

• Impairment of financial assets based on expected credit 
loss model 

• Fair valuation of financial instruments carried at FVTPL 

• Determination of discounted value for financial instru-
ments carried at amortized cost

The estimates used by the Company to present these 
amounts in accordance with Ind AS reflect conditions at 
April 01, 2018, the date of transition to Ind AS and as of 
March 31, 2019.

3.20.5. Classification and Measurement of financial 
assets:
Ind AS 101 requires an entity to assess classification and 
measurement of financial assets on the basis of facts and 
circumstances that exist at the date of transition to Ind AS.

3.21. Utilization of proceeds of Public Issue 
of Non - Convertible Debentures
During the year the company has raised through public is-
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sue of Secured Redeemable Non-Convertible Debentures 
worth Rs.20,000 lakhs. As at March 31, 2020, the company 
has temporarily parked the proceeds of the public issue, net 
of issue expenses with fixed deposits at scheduled banks in 
accordance with the objects stated in the offer documents.

3.22. Corporate Social Responsibility (CSR)
The company has constituted CSR Committee and has un-
dertaken CSR activities in accordance with Schedule VII 
to the Companies Act, 2013 mainly through Muthoot M 
George Foundation. Muthoot M George Foundation , a 
public charitable trust formed under Indian Trust Act, 1882 

having registration under section 12 AA of the Income Tax 
Act, 1961. The gross amount required to be spent by the 
company as per Section 135 of the Companies Act, 2013 is 
Rs.27,90,895/- (March 31, 2020) and the company has spent 
Rs.27,91,000/- (March 31, 2020).

3.23. Frauds during the year
During the year, frauds committed by customers of the 
company amounted to Rs.339.58 lakhs (frauds outstanding 
as on March 31, 2019: Rs.394.28 lakhs) which has been re-
covered/written off/provided for.
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