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BID/OFFER PROGRAMME

BID/OFFER OPENS ON: [¢]"

BID/OFFER CLOSES ON: [¢]?

@0ur Company and the Selling Shareholders may, in consultation with the BRLMs, consider participation by Anchor Investors in accordance with the SEBI ICDR Regulations. The Anchor Investor Bid/Offer Period will be one Working Day prior to the Bid/Offer Opening

Date.

@Qur Company and the Selling Shareholders may, in consultation with the BRLMs, consider closing the Bid/Offer Period for QIBs one Working Day prior to the Bid/Offer Closing Date in accordance with the SEBI ICDR Regulations.
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SECTION I: GENERAL
DEFINITIONS AND ABBREVIATIONS

This Draft Red Herring Prospectus uses certain definitions and abbreviations which, unless otherwise specified or
the context otherwise indicates, requires or implies, shall have the meanings as provided below. References to any
legislation, act, regulation, rule, guideline, policy, circular, notification or clarification shall be deemed to include
all amendments, supplements, re-enactments and modifications thereto, from time to time, and any reference to a
statutory provision shall include any subordinate legislation made from time to time thereunder. The words and
expressions used but not defined in this Draft Red Herring Prospectus will have the same meaning as assigned to such
terms under the Companies Act, the SEBI Act, the SEBI ICDR Regulations, the SCRA, the Depositories Act and the
rules and regulations made thereunder, as applicable.

Notwithstanding the foregoing, the terms used in “Industry Overview”, “Key Regulations and Policies”, “Statement
of Special Tax Benefits”, “Financial Statements”, “Basis for Offer Price”, “History and Certain Corporate Matters”,
“Financial Indebtedness”, “Selected Statistical Information”, “Other Regulatory and Statutory Disclosures”,
“Outstanding Litigation and Material Developments” and “Description of Equity Shares and Terms of the Articles
of Association” on pages 102, 160, 94, 202, 92, 169, 278, 316, 337, 326 and 380, respectively, shall have the respective
meanings ascribed to them in the relevant section.

General Terms

Term Description

“Our  Company” or  “the | Arohan Financial Services Limited, a company incorporated under the Companies Act,
Company” or “the Issuer” or | 1956, whose registered and corporate office is situated at PT1 Building, 4™ Floor, DP 9,
“Arohan” or “we” or “us” or “our” | Sector 5, Salt Lake, Kolkata 700 091, West Bengal, India

Company Related Terms

Term Description

Aavishkaar Group Our Company, AVMS, I-Cap, Intellecap Advisory Services Private Limited, TribeTech,
Aavishkaar Foundation, Aavishkaar Advisers (IFSC) Private Limited, Aavishkaar
Advisors Private Limited, Ashv, Indradhanush Advisors Private Limited, Sankalp
Consultancy Limited and Intellecap Inc., collectively

AG Il Aavishkaar Goodwell India Microfinance Development Company |1 Ltd.

“A0A” or “Articles” or “Articles | The articles of association of our Company, as amended

of Association”

Ashv Ashv Finance Limited (formerly, Jain Sons Finlease Limited)

Audit Committee The audit committee of our Board of Directors as described in “Our Management”
beginning on page 175

“Auditors” or “Statutory The statutory auditors of our Company, namely, Walker Chandiok & Co LLP, Chartered

Auditors” Accountants

AVMS Aavishkaar Venture Management Services Private Limited

“Board” or “Board of Directors” The board of directors of our Company

CCPS Compulsorily Convertible Preference Shares of face value of 320 each of our Company

CRIF CRIF High Mark Credit Information Services Private Limited

“CRISIL” or “CRISIL Research” | CRISIL Research, a division of CRISIL Limited

CRISIL Report Report titled Industry Report on Microfinance industry, Mumbai, dated February 2021,
issued by CRISIL

Director(s) The director(s) on our Board

Equity Shares Equity shares of face value of 210 each of our Company

ESOP 2010 The Arohan Employees Stock Option Plan 2010, as amended and as described in “Capital
Structure — Notes to Capital Structure — Employee Stock Option Schemes” on page 78

ESOP 2018 The Arohan Employee Stock Option Plan 2018, as described in “Capital Structure — Notes
to Capital Structure — Employee Stock Option Schemes” on page 78




Term

Description

ESOP 2021

The Arohan Employee Stock Option Plan 2021, as described in “Capital Structure — Notes
to Capital Structure — Employee Stock Option Schemes” on page 78

ESOP Schemes

The employee stock option plans instituted by our Company, namely, the ESOP 2010,
ESOP 2018 and ESOP 2021

Executive Director

The executive Director on our Board

Group Companies

Our Group companies, namely, AG-I1l, Andromeda Sales and Distribution Private Limited,
Anudip Foundation for Social Welfare, Ashv, Intellecap Advisory Services Private
Limited and TribeTech, as disclosed in “Our Group Companies” beginning on page 196

I-Cap Intellectual Capital Advisory Services Private Limited
IFIF India Financial Inclusion Fund
Intellecash Intellecash Microfinance Network Company Private Limited, which merged with and into

our Company pursuant to the Scheme. See “History and Certain Corporate Matters —
Details regarding Acquisition or Divestment of Business/Undertakings, Mergers,
Amalgamations and Revaluation of Assets” on page 172

IPO Committee

The IPO Committee of our Board of Directors

“Key Managerial Personnel” or
“KM P’?

Key managerial personnel of our Company in terms of Regulation 2(1)(bb) of the SEBI
ICDR Regulations, Section 2(51) of the Companies Act and as disclosed in “Our
Management” beginning on page 175

Maj Invest

Maj Invest Financial Inclusion Fund Il K/S

“MoA” or “Memorandum” or
“Memorandum of Association”

The memorandum of association of our Company, as amended

MSDF

Michael & Susan Dell Foundation

Nomination and Remuneration
Committee

The nomination and remuneration committee of our Board as described in “Our
Management” beginning on page 175

Non-Executive Independent
Director(s)

The non-executive independent Director(s) on our Board

Non-Executive Nominee
Director(s)

The non-executive nominee Director(s) on our Board

Promoters

The promoters of our Company, namely, AVMS and I-Cap

Promoter Group

The entities constituting the promoter group of our Company in terms of Regulation
2(1)(pp) of the SEBI ICDR Regulations, as disclosed in “Our Promoters and Promoter
Group” beginning on page 191

Registered and Corporate Office

The registered and corporate office of our Company, which is located at PTI Building, 4™
Floor, DP 9, Sector 5, Salt Lake, Kolkata 700 091, West Bengal, India

“Registrar of Companies” or
“ROC”

The Registrar of Companies, West Bengal at Kolkata

Restated Financial Information

The restated summary statement of assets and liabilities of the Company as on and for the
six-month period ended September 30, 2020 and as on and for the Financial Years ended
March 31, 2020, March 31, 2019 and March 31, 2018, and the restated statement of profit
and loss (including other comprehensive income) and restated statement of cash flows and
changes in equity for the six-month period ended September 30, 2020 and for the Financial
Years ended March 31, 2020, March 31, 2019 and March 31, 2018 and the summary
statement of significant accounting policies, and other explanatory information of the
Company, prepared by the Company in accordance with the SEBI ICDR Regulations,
pursuant to the SEBI Act, to the extent applicable and the Guidance Note on Reports in
Company Prospectuses (Revised 2019) issued by the ICAI

Scheme

The scheme of arrangement with Intellecash approved by the National Company Law
Tribunal, Mumbai by its order dated March 9, 2018 and the National Company Law
Tribunal, Kolkata by its order dated March 26, 2018 and as disclosed in “History and
Certain Corporate Matters - Details regarding Acquisition or Divestment of
Business/Undertakings, Mergers, Amalgamations and Revaluation of Assets - Scheme of
arrangement with Intellecash” on page 172

Selling Shareholders

Maj Invest, MSDF, Tano, TR Capital and AG Il

Shareholders

The holders of the Equity Shares, from time to time

SIDBI

Small Industries Development Bank of India

Stakeholders’ Relationship
Committee

The stakeholders’ relationship committee of our Board of Directors as described in “Our
Management” beginning on page 175

Tano

Tano India Private Equity Fund 11




Term Description
TribeTech TribeTech Private Limited
TR Capital TR Capital 11l Mauritius
Offer Related Terms
Term Description

Acknowledgement Slip

The slip or document issued by the Designated Intermediary to a Bidder as proof of
registration of the Bid cum Application Form

“Allotment” or “Allot” or

“Allotted”

Allotment of the Equity Shares pursuant to the Fresh Issue and transfer of the Offered
Shares pursuant to the Offer for Sale to the successful Bidders

Allotment Advice

Note or advice or intimation of Allotment sent to each successful Bidder who has been or
is to be Allotted the Equity Shares after the Basis of Allotment has been approved by the
Designated Stock Exchange

Allottee

A successful Bidder to whom the Equity Shares are Allotted

Anchor Investor

A Qualified Institutional Buyer, applying under the Anchor Investor Portion, in
accordance with the SEBI ICDR Regulations and the Red Herring Prospectus, who has
Bid for an amount of at least 3100 million

Anchor Investor Allocation Price

The price at which allocation is done to the Anchor Investors in terms of the Red Herring
Prospectus and the Prospectus. The Anchor Investor Allocation Price shall be determined
by our Company and the Selling Shareholders, in consultation with the BRLMs

Anchor Investor Application Form

The form used by an Anchor Investor to make a Bid in the Anchor Investor Portion in
accordance with the requirements specified under the SEBI ICDR Regulations and the
Red Herring Prospectus

Anchor Investor Bid/Offer Period

One Working Day prior to the Bid/Offer Opening Date, on which Bids by Anchor
Investors shall be submitted and allocation to Anchor Investors shall be completed

Anchor Investor Offer Price

The final price at which Equity Shares will be Allotted to Anchor Investors in terms of the
Red Herring Prospectus and the Prospectus, which price will be equal to or higher than the
Offer Price, but not higher than the Cap Price. The Anchor Investor Offer Price will be
decided by our Company and the Selling Shareholders, in consultation with the BRLMs

Anchor Investor Portion

Up to 60% of the QIB Portion, which may be allocated by our Company and the Selling
Shareholders, in consultation with the BRLMs, to Anchor Investors on a discretionary
basis in accordance with the SEBI ICDR Regulations. One-third of the Anchor Investor
Portion shall be reserved for domestic Mutual Funds, subject to valid Bids being received
from domestic Mutual Funds at or above the Anchor Investor Allocation Price, in
accordance with the SEBI ICDR Regulations

“Application  Supported by
Blocked Amount” or “ASBA”

An application, whether physical or electronic, used by ASBA Bidders to make a Bid and
to authorize an SCSB to block the Bid Amount in the relevant ASBA Account and will
include applications made by Retail Individual Bidders using the UPI Mechanism where
the Bid Amount will be blocked upon acceptance of the UPI Mandate Request by Retail
Individual Bidders using the UPI Mechanism

ASBA Account A bank account maintained with an SCSB and specified in the ASBA Form submitted by
ASBA Bidders, for blocking the Bid Amount mentioned in the relevant ASBA Form and
includes the account of a Retail Individual Bidder, which is blocked upon acceptance of a
UPI Mandate Request made by the Retail Individual Bidder using the UPI Mechanism

ASBA Bid A Bid made by an ASBA Bidder

ASBA Bidder(s) Bidder(s), except Anchor Investors

ASBA Form An application form, whether physical or electronic, used by ASBA Bidders which will

be considered as the application for Allotment in terms of the Red Herring Prospectus and
the Prospectus

Banker(s) to the Offer

The Escrow Collection Bank(s), the Refund Bank(s), the Public Offer Account Bank(s)
and the Sponsor Bank(s), as the case may be

Basis of Allotment

The basis on which Equity Shares shall be Allotted to successful Bidders under the Offer
and which is described in “Offer Procedure” beginning on page 362

Bid

An indication to make an offer during the Bid/Offer Period by ASBA Bidders pursuant to
submission of the ASBA Form, or during the Anchor Investor Bid/Offer Period by the
Anchor Investors pursuant to submission of the Anchor Investor Application Form, to
subscribe to or purchase the Equity Shares at a price within the Price Band, including all




Term

Description

revisions and modifications thereto, in accordance with the SEBI ICDR Regulations and
the Red Herring Prospectus and the Bid cum application form. The term “Bidding” shall
be construed accordingly

Bid Amount

In relation to each Bid, the highest value of the optional Bids indicated in the Bid cum
Application Form and in the case of Retail Individual Bidders and Eligible Employees
Bidding under the Employee Reservation Portion, Bidding at the Cut-off Price, the Cap
Price multiplied by the number of Equity Shares Bid for by such Retail Individual Bidder
or Eligible Employees Bidding under the Employee Reservation Portion, and mentioned
in the Bid cum Application Form and payable by the Bidder or blocked in the ASBA
Account of the ASBA Bidder, as the case may be, upon submission of such Bid.

In relation to Bids under the Employee Reservation Portion by Eligible Employees, such
Bid Amount shall not exceed 3500,000. However, the initial Allotment to an Eligible
Employee in the Employee Reservation Portion shall not exceed ¥200,000. In the event of
under-subscription in the Employee Reservation Portion after the initial allotment, such
unsubscribed portion may be Allotted on a proportionate basis to Eligible Employees
Bidding in the Employee Reservation Portion for a value in excess of 200,000, subject to
the total Allotment to an Eligible Employee not exceeding 3500,000.

Bid cum Application Form

The Anchor Investor Application Form or the ASBA Form, as the case may be

Bid Lot

[e] Equity Shares and in multiples of [®] Equity Shares thereafter

Bid/Offer Closing Date

Except in relation to any Bids received from the Anchor Investors, the date after which the
Designated Intermediaries shall not accept any Bids, which shall be notified in [®] editions
of the English national daily newspaper [®], [®] editions of the Hindi national daily
newspaper [®] and [e] editions of the Bengali daily newspaper [®] (Bengali being the
regional language of West Bengal, where our Registered and Corporate Office is located),
each with wide circulation. Our Company and the Selling Shareholders may, in
consultation with the BRLMs, consider closing the Bid/Offer Period for QIBs one
Working Day prior to the Bid/Offer Closing Date in accordance with the SEBI ICDR
Regulations. In case of any revision, the extended Bid/Offer Closing Date shall also be
notified on the websites of the BRLMs and at the terminals of the Syndicate Members and
communicated to the Designated Intermediaries and the Sponsor Bank, which shall also
be notified in an advertisement in the same newspapers in which the Bid/Offer Opening
Date was published, as required under the SEBI ICDR Regulations

Bid/Offer Opening Date

Except in relation to any Bids received from Anchor Investors, the date on which the
Designated Intermediaries shall start accepting Bids, which shall be notified in @] editions
of the English national daily newspaper [®], [®] editions of the Hindi national daily
newspaper [®] and [e] editions of the Bengali daily newspaper [®] (Bengali being the
regional language of West Bengal, where our Registered and Corporate Office is located),
each with wide circulation

Bid/Offer Period Except in relation to Anchor Investors, the period between the Bid/Offer Opening Date
and the Bid/Offer Closing Date, inclusive of both days, during which prospective Bidders
can submit their Bids, including any revisions thereof

Bidder Any prospective investor who makes a Bid pursuant to the terms of the Red Herring

Prospectus and the Bid cum Application Form and unless otherwise stated or implied,
includes an Anchor Investor

Bidding Centres

The centres at which the Designated Intermediaries shall accept the ASBA Forms, i.e.,
Designated Branches for SCSBs, Specified Locations for the Syndicate, Broker Centres
for Registered Brokers, Designated RTA Locations for RTAs and Designated CDP
Locations for CDPs

Book Building Process

The book building process, as provided in Schedule X111 of the SEBI ICDR Regulations,
in terms of which the Offer is being made

“Book Running Lead Managers”
or “BRLMs”

The book running lead managers to the Offer, namely, Edelweiss, ICICI Securities,
Nomura and SBICAP

Broker Centres

The broker centres notified by the Stock Exchanges where ASBA Bidders can submit the
ASBA Forms to a Registered Broker. The details of such Broker Centres, along with the
names and contact details of the Registered Brokers are available on the respective
websites of the Stock Exchanges (www.bseindia.com and www.nseindia.com)

“CAN” or “Confirmation of
Allocation Note”

A notice or intimation of allocation of the Equity Shares sent to Anchor Investors, who
have been allocated the Equity Shares, after the Anchor Investor Bid/Offer Period
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Cap Price

The higher end of the Price Band, subject to any revision thereto, above which the Offer
Price and the Anchor Investor Offer Price will not be finalized and above which no Bids
will be accepted

Cash Escrow and Sponsor Bank
Agreement

Agreement to be entered among our Company, the Selling Shareholders, the BRLMs,
Syndicate Members, the Bankers to the Offer and Registrar to the Offer for, inter alia,
collection of the Bid Amounts from Anchor Investors, transfer of funds to the Public Offer
Account and where applicable, refunds of the amounts collected from Bidders, on the
terms and conditions thereof

Client ID Client identification number maintained with one of the Depositories in relation to
dematerialized account
“Collecting Depository | A depository participant as defined under the Depositories Act, registered with SEBI and

Participant” or “CDP”

who is eligible to procure Bids at the Designated CDP Locations in terms of the circular
(No. CIR/CFD/POLICYCELL/11/2015) dated November 10, 2015 issued by the SEBI

Cut-off Price

The Offer Price finalized by our Company and the Selling Shareholders, in consultation
with the BRLMs, which may be any price within the Price Band. Only Retail Individual
Bidders bidding in the Retail Portion and the Eligible Employees Bidding in the Employee
Reservation Portion are entitled to Bid at the Cut-off Price. No other category of Bidders
is entitled to Bid at the Cut-off Price

Demographic Details

The demographic details of the Bidders including the Bidder’s address, name of the
Bidder’s father/husband, investor status, occupation, bank account details and UPI ID,
wherever applicable

Designated Branches

Such branches of the SCSBs which will collect the ASBA Forms used by the ASBA
Bidders and a list of which is available on the website of the SEBI at
www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and updated from
time to time, or any such other website as may be prescribed by the SEBI

Designated CDP Locations

Such locations of the CDPs where ASBA Bidders can submit the ASBA Forms. The
details of such Designated CDP Locations, along with names and contact details of the
CDPs eligible to accept ASBA Forms are available on the respective websites of the Stock
Exchanges (www.bseindia.com and www.nseindia.com), as updated from time to time

Designated Date

The date on which funds are transferred by the Escrow Collection Bank(s) from the
Escrow Account(s) to the Public Offer Account or the Refund Account, as the case may
be, and/or the instructions are issued to the SCSBs (in case of Retail Individual Bidders
using the UPI Mechanism, instruction issued through the Sponsor Bank) for the transfer
of amounts blocked by the SCSBs in the ASBA Accounts to the Public Offer Account or
the Refund Account, as the case may be, in terms of the Red Herring Prospectus and the
Prospectus following which Equity Shares will be Allotted in the Offer

Designated Intermediaries

In relation to ASBA Forms submitted by Retail Individual Bidders and the Eligible
Employees Bidding in the Employee Reservation Portion by authorising an SCSB to block
the Bid Amount in the ASBA Account, Designated Intermediaries shall mean SCSBs.

In relation to ASBA Forms submitted by Retail Individual Bidders where the Bid Amount
will be blocked upon acceptance of UPI Mandate Request by such Retail Individual
Bidder, as the case may be, using the UPI Mechanism, Designated Intermediaries shall
mean Syndicate, sub-Syndicate/agents, Registered Brokers, CDPs, SCSBs and RTAs.

In relation to ASBA Forms submitted by QIBs and Non-Institutional Bidders, Designated
Intermediaries shall mean Syndicate, sub-Syndicate/agents, SCSBs, Registered Brokers,
the CDPs and RTAs

Designated RTA Locations

Such locations of the RTAs where Bidders can submit the ASBA Forms to the RTAs. The
details of such Designated RTA Locations, along with names and contact details of the
RTAs eligible to accept ASBA Forms are available on the respective websites of the Stock
Exchanges (www.bseindia.com and www.nseindia.com)

Designated Stock Exchange

[e]

“Draft Red Herring Prospectus” or
“DRHP”

This draft red herring prospectus dated February 14, 2021 filed with the SEBI and issued
in accordance with the SEBI ICDR Regulations, which does not contain complete
particulars of the price at which the Equity Shares will be Allotted and the size of the
Offer, including any addenda or corrigenda thereto

Edelweiss

Edelweiss Financial Services Limited
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Eligible Employees

Permanent employees, working in India or outside India, of our Company or our Promoters
or a Director of our Company, whether whole-time or not, as on the date of the filing of
the Red Herring Prospectus with the RoC and who continues to be a permanent employee
of our Company until the submission of the ASBA Form, but not including the (i)
Promoters; (ii) persons belonging to the Promoter Group; or (iii) Directors who either
themselves or through their relatives or through any body corporate, directly or indirectly,
hold more than 10% of the outstanding equity shares of our Company.

The maximum Bid Amount under the Employee Reservation Portion by an Eligible
Employee shall not exceed ¥500,000. However, the initial Allotment to an Eligible
Employee in the Employee Reservation Portion shall not exceed 3200,000. In the event of
an under-subscription in the Employee Reservation Portion after the initial allotment, such
unsubscribed portion may be Allotted on a proportionate basis to Eligible Employees
Bidding in the Employee Reservation Portion, for a value in excess of 200,000, subject
to the total Allotment to an Eligible Employee not exceeding ¥500,000

Eligible NRI(S)

NRI(s) from jurisdictions outside India where it is not unlawful to make an offer or
invitation under the Offer and in relation to whom the Bid cum Application Form and the
Red Herring Prospectus constitutes an invitation to subscribe to or purchase the Equity
Shares offered thereby

Employee Reservation Portion

The portion of the Offer, being up to [e] Equity Shares aggregating to up to ¥[e] million,
not exceeding 5% of the post-Offer paid-up equity share capital of our Company, available
for allocation to Eligible Employees, on a proportionate basis

Escrow Account(s)

Account to be opened with the Escrow Collection Bank(s) and in whose favour the Anchor
Investors will transfer money through direct credit or NACH or NEFT or RTGS in respect
of the Bid Amount when submitting a Bid

Escrow Collection Bank(s)

The bank(s) which are clearing members and registered with the SEBI as a banker to an
issue and with whom the Escrow Account(s) shall be opened, in this case being [e]

First Bidder

Bidder whose name appears first in the Bid cum Application Form or the Revision Form
and in case of joint Bids, whose name also appears as the first holder of the beneficiary
account held in joint names

Floor Price

The lower end of the Price Band, subject to any revision thereto, at or above which the
Offer Price and the Anchor Investor Offer Price will be finalized and below which no Bids
will be accepted

Fresh Issue

The issue of [e] Equity Shares aggregating to up to 8,500 million by our Company.

If the Pre-IPO Placement is completed, the amount raised pursuant to the Pre-IPO
Placement will be reduced from the Fresh Issue, subject to compliance with Rule 19(2)(b)
of the SCRR

“General Information Document”
or “GID”

The General Information Document for investing in public issues prepared and issued in
accordance with the SEBI circular no. SEBI/HO/CFD/DIL1/CIR/P/2020/37 dated March
17, 2020 and the UPI Circulars, as amended from time to time. The General Information
Document shall be available on the websites of the Stock Exchanges and the BRLMs

“ICICI Securities” or “I-Sec”

ICICI Securities Limited

Maximum RIB Allottees

The maximum number of Retail Individual Bidders who can be Allotted the minimum Bid
Lot. This is computed by dividing the total number of Equity Shares available for
Allotment to Retail Individual Bidders by the minimum Bid Lot, subject to valid Bids
being received at or above the Offer Price

Monitoring Agency

[e]

Mutual Fund(s)

Mutual fund(s) registered with the SEBI under the Securities and Exchange Board of India
(Mutual Funds) Regulations, 1996

Mutual Fund Portion

5% of the Net QIB Portion, or [e] Equity Shares, which shall be available for allocation
only to Mutual Funds on a proportionate basis, subject to valid Bids being received at or
above the Offer Price

Net Offer

The Offer net of the Employee Reservation Portion

Net Proceeds

The proceeds of the Fresh Issue less our Company’s share of the Offer related expenses.
For further information regarding use of the Net Proceeds and the Offer expenses, see
“Objects of the Offer” beginning on page 88

Net QIB Portion

The QIB Portion less the number of Equity Shares allocated to the Anchor Investors

Nomura

Nomura Financial Advisory and Securities (India) Private Limited
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Non-Institutional Bidders

All Bidders that are not QIBs or Retail Individual Bidders or Eligible Employees Bidding
in the Employee Reservation Portion and who have Bid for Equity Shares for an amount
of more than 200,000 (but not including NRIs other than Eligible NRIs)

Non-Institutional Portion

The portion of the Offer being not less than 15% of the Net Offer, or [e] Equity Shares,
which shall be available for allocation on a proportionate basis to Non-Institutional
Bidders, subject to valid Bids being received at or above the Offer Price

Non-Resident

Person resident outside India, as defined under FEMA

Offer

The initial public offer of Equity Shares comprising of the Fresh Issue and the Offer for
Sale.

Offer Agreement

The agreement dated February 14, 2021 entered into among our Company, the Selling
Shareholders and the BRLMSs, pursuant to which certain arrangements are agreed to in
relation to the Offer

Offer for Sale

The offer for sale of up to 27,055,893 Equity Shares aggregating to up to %[e] million
comprising up to 1,925,158 Equity Shares by Maj Invest, up to 2,191,557 Equity Shares
by MSDF, up to 9,302,853 Equity Shares by Tano, up to 1,214,840 Equity Shares by TR
Capital and up to 12,421,484 Equity Shares by AG Il

Offer Price

The final price at which Equity Shares will be Allotted to successful Bidders (except for
the Anchor Investors) in terms of the Red Herring Prospectus and the Prospectus. Equity
Shares will be Allotted to Anchor Investors at the Anchor Investor Offer Price in terms of
the Red Herring Prospectus and the Prospectus

Offer Proceeds

The Net Proceeds and the proceeds of the Offer for Sale which shall be available to the
Selling Shareholders. For further information about use of the Offer Proceeds, see
“Objects of the Offer” beginning on page 88

Offered Shares

Up to 27,055,893 Equity Shares being offered for sale by the Selling Shareholders in the
Offer for Sale

Pre-IPO Placement

The private placement of securities for a cash consideration aggregating up to 31,500
million, which may be undertaken by our Company, at the discretion of the Company and
the Selling Shareholders, in consultation with the BRLMs, in favour of such investors
permissible under applicable laws, to be completed prior to filing of the Red Herring
Prospectus with the RoC and the details of which, if completed, will be included in the
Red Herring Prospectus. The price of the securities allotted pursuant to the Pre-IPO
Placement shall be determined by our Company, in consultation with the BRLMs. If the
Pre-IPO Placement is completed, the amount raised pursuant to the Pre-IPO Placement
will be reduced from the Fresh Issue, subject to compliance with Rule 19(2)(b) of the
SCRR

Price Band

Price band of a minimum price of X[e] per Equity Share (i.e., the Floor Price) and the
maximum price of [e] per Equity Share (i.e., the Cap Price), including any revisions
thereof. The Price Band and the minimum Bid Lot for the Offer will be decided by our
Company and the Selling Shareholders, in consultation with the BRLMs and shall be
advertised in [e®] editions of the English national daily newspaper [®], [®] editions of the
Hindi national daily newspaper [®] and [®] editions of the Bengali daily newspaper [e]
(Bengali being the regional language of West Bengal, where our Registered and Corporate
Office is located), each with wide circulation, at least two Working Days prior to the
Bid/Offer Opening Date

Pricing Date

The date on which our Company and the Selling Shareholders, in consultation with the
BRLMs, will finalize the Offer Price

Prospectus

The prospectus for the Offer to be filed with the RoC on or after the Pricing Date in
accordance with Section 26 of the Companies Act and the SEBI ICDR Regulations,
containing, inter alia, the Offer Price that is determined at the end of the Book Building
Process, the size of the Offer and certain other information, including any addenda or
corrigenda thereto

Public Offer Account

‘No-lien” and ‘non-interest-bearing’ bank account opened in accordance with Section
40(3) of the Companies Act, with the Public Offer Account Bank to receive money from
the Escrow Account(s) and the ASBA Accounts maintained with the SCSBs on the
Designated Date

Public Offer Account Bank

The bank(s) which are clearing members and registered with the SEBI as bankers to an
issue and with which the Public Offer Account shall be opened, being [e]

QIB Portion

The portion of the Offer being not more than 50% of the Net Offer, or not more than [e]
Equity Shares, which shall be available for allocation on a proportionate basis to QIBs,




Term

Description

including the Anchor Investor Portion (in which allocation shall be on a discretionary
basis, as determined by our Company and the Selling Shareholders, in consultation with
the BRLMS), subject to valid Bids being received at or above the Offer Price or the Anchor
Investor Offer Price, as applicable

“Qualified Institutional Buyers”,
“QIBs” or “QIB Bidders”

Qualified institutional buyers as defined under Regulation 2(1)(ss) of the SEBI ICDR
Regulations

“Red Herring Prospectus” or
“RHP”

The red herring prospectus for the Offer to be issued by our Company in accordance with
Section 32 of the Companies Act and the SEBI ICDR Regulations, which will not have
complete particulars of the price at which the Equity Shares will be Allotted and the size
of the Offer, including any addenda or corrigenda thereto. The Red Herring Prospectus
will be filed with the RoC at least three days before the Bid/Offer Opening Date and will
become the Prospectus upon filing with the RoC on or after the Pricing Date

Refund Account(s)

Account opened with the Refund Bank(s) from which refunds, if any, of the whole or part
of the Bid Amount to the Bidders shall be made

Refund Bank(s)

Banker(s) to the Offer and with which Refund Account(s) shall be opened, being [e]

Registered Brokers

The stock brokers registered with the stock exchanges having nationwide terminals, other
than the Members of the Syndicate and eligible to procure Bids in terms of the circular
(No. CIR/CFD/14/2012) dated October 4, 2012 issued by the SEBI

Registrar Agreement

The agreement dated February 13, 2021 entered into among our Company, the Selling
Shareholders and the Registrar to the Offer in relation to the responsibilities and
obligations of the Registrar to the Offer pertaining to the Offer

“Registrar and Share Transfer
Agents” or “RTAs”

Registrar and share transfer agents registered with the SEBI and eligible to procure Bids
at the Designated RTA Locations as per the lists available on the website of the BSE and
NSE, and the UPI Circulars

“Registrar to the Offer” or | Link Intime India Private Limited

“Registrar”

“Retail Individual Bidders” or | Individual Bidders, other than Eligible Employees Bidding in the Employee Reservation
“RIBs” Portion, who have Bid for Equity Shares for an amount of not more than 200,000 in any

of the bidding options in the Net Offer (including HUFs applying through the karta and
Eligible NRIs)

Retail Portion

The portion of the Offer being not less than 35% of the Net Offer, or [®] Equity Shares,
which shall be available for allocation to Retail Individual Bidders in accordance with the
SEBI ICDR Regulations, subject to valid Bids being received at or above the Offer Price

Revision Form

The form used by the Bidders to modify the quantity of Equity Shares or the Bid Amount
in their Bid cum Application Forms or any previous Revision Forms. QIBs and Non-
Institutional Bidders are not allowed to withdraw or lower their Bids (in terms of the
quantity of Equity Shares or the Bid Amount) at any stage. Retail Individual Bidders and
Eligible Employees Bidding in the Employee Reservation Portion can revise their Bids
during the Bid/Offer Period and withdraw their Bids until the Bid/Offer Closing Date

“SBICAP” or “SBI Caps”

SBI Capital Markets Limited

“Self Certified Syndicate Banks”
or “SCSBs”

The banks registered with SEBI, which offer the facility of ASBA services, (i) in relation
to ASBA, where the Bid Amount will be blocked by authorising an SCSB, a list of which
is available on the website of SEBI at
www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=34 and
updated from time to time and at such other websites as may be prescribed by SEBI from
time to time, (ii) in relation to Bidders using the UPI Mechanism, a list of which is
available on the website of SEBI at
sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40 or such
other website as may be prescribed by SEBI and updated from time to time. Applications
through UPI in the Offer can be made only through the SCSBs mobile applications (apps)
whose name appears on the SEBI website. A list of SCSBs and mobile applications, which,
are live for applying in public issues using UPI mechanism is provided as Annexure ‘A’
to the SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019. The list
is available on the website of SEBI at
www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=43 and
updated from time to time and at such other websites as may be prescribed by SEBI from
time to time.

Specified Locations

Bidding Centres where the Syndicate will accept ASBA Forms from the Bidders
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Sponsor Bank

[e], being a Banker to the Offer, appointed by our Company to act as a conduit between
the Stock Exchanges and NPCI in order to push the mandate collect requests and / or
payment instructions of the Retail Individual Bidders using the UPI and carry out other
responsibilities, in terms of the UPI Circulars

“Syndicate” or “Members of the
Syndicate”

The BRLMs and the Syndicate Members, collectively

Syndicate Agreement

The agreement to be entered into among the BRLMs, the Syndicate Members, the Selling
Shareholders and our Company in relation to the collection of Bid cum Application Forms
by the Syndicate

Syndicate Members

Intermediaries registered with the SEBI who are permitted to carry out activities as an
underwriter, being [e]

Systemically  Important  Non-

Banking Financial Company

In the context of a Bidder, a non-banking financial company registered with the RBI and
as defined under Regulation 2(1)(iii) of the SEBI ICDR Regulations

Underwriters

[e]

Underwriting Agreement

The agreement among the Underwriters, the Selling Shareholders and our Company to be
entered into on or after the Pricing Date but prior to the filing of the Prospectus with the
RoC

“Unified Payments Interface” or
“UPI’?

An instant payment mechanism developed by the NPCI

UPI Circulars

The SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2018/138 dated November 1, 2018,
SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2019/50 dated April 3, 2019, SEBI circular
no. SEBI/HO/CFD/DIL2/CIR/P/2019/76 dated June 28, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019, SEBI circular no.
SEBI/HO/CFD/DCR2/CIR/P/2019/133 dated November 8, 2019,
SEBI/HO/CFD/DIL2/CIR/P/2020/50 dated March 30, 2020 and any subsequent circulars
or notifications issued by SEBI in this regard

UPI'ID

An ID created on the UPI for single-window mobile payment system developed by the
NPCI

UPI Mandate Request

A request (intimating the RIB by way of a notification on the UPI linked mobile
application as disclosed by SCSBs on the website of SEBI and by way of an SMS on
directing the RIB to such UPI linked mobile application) to the RIB initiated by the
Sponsor Bank to authorize blocking of funds on the UPI application equivalent to Bid
Amount and subsequent debit of funds in case of Allotment

UPI Mechanism

The bidding mechanism that may be used by an RIB in accordance with the UPI Circulars
to make an ASBA Bid in the Offer

UPI PIN

Password to authenticate UPI transaction

Working Day(s)

All days on which commercial banks in Mumbai are open for business. In respect of
announcement of Price Band and Bid/Offer Period, Working Day shall mean all days,
excluding Saturdays, Sundays and public holidays, on which commercial banks in
Mumbai are open for business. In respect of the time period between the Bid/ Offer
Closing Date and the listing of the Equity Shares on the Stock Exchanges, Working Day
shall mean all trading days of the Stock Exchanges, excluding Sundays and bank holidays,
as per circulars issued by SEBI

Industry/Business Related Terms

Term Description
ABB Average bank balances
ACH Automated clearance house
AUM Assets under management
BC Business correspondent
CAGR Compound annual growth rate
CARE CARE Ratings Limited
CBS Core banking solution
CGT Compulsory group training
CRAR Capital to risk assets ratio
CRM Customer relationship management
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FIS FIS Payment Solution & Services India Private Limited
GLP Gross loan portfolio

GNPA Gross non-performing assets

GRT Group recognition test

ICRA ICRA Limited

JLC Joint liability center

JLG Joint liability group

Low Income States

Low income states as defined in the CRISIL Report

Master Directions

Master Direction — Non-Banking Financial Company — Systemically Important Non-
Deposit taking Company and Deposit taking Company (Reserve Bank) Directions, 2016
dated September 1, 2016

MCA Merchant cash advance facility

MFI Microfinance institution

MFIN Microfinance institutions network

MIS Management information system

MSME Micro, small and medium enterprises

NBFC Non-banking financial company registered with the RBI

NBFC-MFI Non-banking financial company — micro finance institution

NBFC-ND-SI Systemically important non-deposit taking non-banking financial company

NIM Net interest margin

NPA Non-performing asset

PAR Portfolio at risk

PSL Priority sector lending

RBI The Reserve Bank of India

RoA Return on assets

RoE Return on equity

Sa-Dhan The Association of Community Development Finance Institutions is a self-regulatory
organization

SFB Small finance bank

SHG Self-help group

TAT Turn-around time

Conventional Terms/Abbreviations

Term

Description

AGM

Annual General Meeting

“Alternative Investment Funds” or
“AlFs”

Alternative investment funds as defined in, and registered under, the SEBI AlIF
Regulations

“AS” or “Accounting Standards”

Accounting Standards issued by the Institute of Chartered Accountants of India

Banking Regulation Act

The Banking Regulation Act, 1949

BSE

BSE Limited

CAGR

Compounded Annual Growth Rate

Category | FPIs

FPIs registered as “Category 1 foreign portfolio investors” under the SEBI FPI
Regulations

Category Il FPIs

FPIs registered as “Category II foreign portfolio investors” under the SEBI FPI
Regulations

CDSL

Central Depository Services (India) Limited

CIN

Corporate Identity Number

“Companies Act” or “Companies
Act, 2013~

The Companies Act, 2013, read with the rules, regulations, clarifications and
modifications thereunder

Companies Act, 1956

The Companies Act, 1956, read with the rules, regulations, clarifications and
modifications thereunder

Competition Act

The Competition Act, 2002

CSR

Corporate social responsibility

Depositories

NSDL and CDSL

Depositories Act

The Depositories Act, 1996
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DIN

Director Identification Number

“DP” or “Depository Participant”

A depository participant as defined under the Depositories Act

DP ID

Depository Participant’s identification number

DPIIT Department for Promotion of Industry and Internal Trade, Ministry of Commerce and
Industry, Government of India (earlier known as the Department of Industrial Policy and
Promotion)

EGM Extraordinary General Meeting

EPS Earnings Per Share

FDI Foreign Direct Investment

FDI Policy Consolidated Foreign Direct Investment Policy notified by the DPIIT through notification
dated October 15, 2020 effective from October 15, 2020

FEMA The Foreign Exchange Management Act, 1999, read with the rules and regulations

thereunder

“FEMA Non-debt Instruments
Rules” or the “FEMA NDI Rules”

The Foreign Exchange Management (Non-debt Instruments) Rules, 2019

“Financial Year” or “Fiscal” or
“Fiscal Year” or “FY”

Unless stated otherwise, the period of 12 months ending March 31 of that particular year

FIR First information report

FPIs Foreign portfolio investors as defined in, and registered with, the SEBI under the SEBI
FPI Regulations

FVCI Foreign venture capital investors as defined in, and registered with, the SEBI under the
SEBI FVCI Regulations

GAAR General anti-avoidance rules

GDP Gross domestic product

GST Goods and services tax

HR Human resources

HUF Hindu undivided family

IBC Insolvency and Bankruptcy Code, 2016

ICAI The Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards of the International Accounting Standards

Board

Income-tax Act

The Income-tax Act, 1961

Ind AS The Indian Accounting Standards referred to and notified in the Ind AS Rules
Ind AS Rules The Companies (Indian Accounting Standards) Rules, 2015

Indian GAAP The Generally Accepted Accounting Principles in India

Insurance Act Insurance Act, 1938

IPC Indian Penal Code, 1860

IPO Initial public offering

IRDAI Insurance Regulatory and Development Authority of India

IRDAI Investment Regulations

Insurance Regulatory and Development Authority of India (Investment) Regulations,
2016

IST Indian Standard Time

IT Information technology

IT Act Information Technology Act, 2000

KYC Know Your Customer

LTLR Long term lending rate

MAT Minimum alternate tax

MCA Ministry of Corporate Affairs, Government of India
MCLR Marginal cost of funds based lending rate
N.A. Not applicable

NACH National Automated Clearing House
NAV Net asset value

NCD Non-convertible debentures

NEFT National Electronic Fund Transfer

NPCI National Payments Corporation of India

“NR” or “Non-resident”

A person resident outside India, as defined under the FEMA, including Eligible NRIs,
FPls and FVClIs registered with the SEBI

NRI

An individual resident outside India, who is a citizen of India
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Term

Description

NSDL

National Securities Depository Limited

NSE

The National Stock Exchange of India Limited

“OCB” or “Overseas Corporate
Body”

An entity de-recognised through Foreign Exchange Management (Withdrawal of
General Permission to Overseas Corporate Bodies (OCBs)) Regulations, 2003. OCBs
are not allowed to invest in the Offer

p.a. Per annum

P&L Profit and loss

P/E Ratio Price/Earnings Ratio

PAN Permanent account number allotted under the Income-tax Act
PAT Profit after tax

Regulation S Regulation S under the U.S. Securities Act

RoNW Return on Net Worth

RTGS Real Time Gross Settlement

Rule 144A Rule 144A under the U.S. Securities Act

SCRA Securities Contracts (Regulation) Act, 1956

SCRR Securities Contracts (Regulation) Rules, 1957

SEBI The Securities and Exchange Board of India constituted under the SEBI Act
SEBI Act Securities and Exchange Board of India Act, 1992

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investment Funds) Regulations,
2012

SEBI FPI Regulations

Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019

SEBI FVCI Regulations

Securities and Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000

SEBI ICDR Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018

SEBI Listing Regulations

Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015

SEBI Mutual Fund Regulations

Securities and Exchange Board of India (Mutual Funds) Regulations, 1996

SEBI Portfolio Manager
Regulations

Securities and Exchange Board of India (Portfolio Managers) Regulations, 2020

SEBI SBEB Regulations

Securities and Exchange Board of India (Share Based Employee Benefits) Regulations,
2014

SEBI Stock Broker Regulations

Securities and Exchange Board of India (Stock Brokers) Regulations, 1992

SEBI Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeovers) Regulations, 2011

SEBI VCF Regulations

Securities and Exchange Board of India (Venture Capital Funds) Regulations, 1996

SICA The erstwhile Sick Industrial Companies (Special Provisions) Act, 1985

State Government The government of a State of India

Stock Exchanges The BSE and the NSE

STT Securities transaction tax

TAN Tax deduction and collection account number allotted under the Income-tax Act
TDS Tax deducted at source

Trade Marks Act

Trade Marks Act, 1999

“U.S.” or “USA” or “United
States”

United States of America, its territories and possessions, any State of the United States,
and the District of Columbia

“USD” or “US$” United States Dollars

U.S. GAAP Generally Accepted Accounting Principles in the United States of America

U.S. Securities Act The United States Securities Act of 1933

U.S. QIBs “Qualified institutional buyers” as defined in Rule 144A. For the avoidance of doubt,
the term “U.S. QIBs” does not refer to a category of institutional investor defined under
applicable Indian regulations and referred to in this Draft Red Herring Prospectus as
“QIBs”

VAT Value added tax

VCFs Venture capital funds as defined in and registered with the SEBI under the SEBI VCF

Regulations

Wilful Defaulter(s)

Wilful defaulter as defined under Regulation 2(1)(Ill) of the SEBI ICDR Regulations

“Year” or “calendar year”

Unless the context otherwise requires, shall mean the twelve month period ending
December 31
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OFFER DOCUMENT SUMMARY

The following is a general summary of certain disclosures and terms of the Offer included in this Draft Red Herring
Prospectus and is neither exhaustive, nor purports to contain a summary of all the disclosures in this Draft Red
Herring Prospectus or the Red Herring Prospectus or the Prospectus when filed, or all details relevant to prospective
investors. This summary should be read in conjunction with, and is qualified in its entirety by, the more detailed

information appearing elsewhere in this Draft Red Herring Prospectus, including “Risk Factors”, “The Offer”,

“Capital Structure”, “Objects of the Offer”, “Industry Overview”, “Our Business”,

“Financial Statements”,

“Outstanding Litigation and Material Developments”, “Offer Procedure” and “Description of Equity Shares and
Terms of the Articles of Association” on pages 24, 52, 68, 88, 102, 136, 202, 326, 362 and 380, respectively.

Summary of the
primary business of
the Company

We are a leading NBFC-MFI with operations in financially under-penetrated Low Income States of India.
We provide income generating loans and other financial inclusion related products to customers who have
limited or no access to financial services. As of September 30, 2020, our GLP was ¥48.57 billion. We
were the largest NBFC-MFI in Eastern India and the fifth largest NBFC-MFI in India based on GLP as
of September 30, 2020. Between Fiscal 2017 to Fiscal 2020, we had the second highest GLP CAGR of
68.00% among the top five NBFC-MFIs in India, as well as the highest customer growth among the top
five NBFC-MFIs at 49.00% CAGR between Fiscal 2018 to Fiscal 2020. (Source: CRISIL Report)

Summary of the
Industry

MFIs have a significant role to play in furthering financial inclusion in India. As of March 31, 2020, the
largest share of microfinance was held by 84 NBFC-MFTIs with a gross loan portfolio of 737.00 billion.
The microfinance industry in India has recorded healthy growth in the past few years. The microfinance
industry’s gross loan portfolio increased at a CAGR of 24% to reach approximately %3.20 trillion in Fiscal
2020 from approximately Z1.70 trillion in Fiscal 2017. The business of NBFC-MFIs (including SFBs)
has grown sharply in recent years and reached 2,317 billion as of the end of Fiscal 2020. (Source: CRISIL
Report)

Name of Promoters

AVMS and I-Cap

Offer size

Initial public offering of up to [e] Equity Shares of our Company for cash at a price of I[®] per Equity
Share (including a premium of X[e] per equity share) aggregating to up to X[e] million, comprising a
Fresh Issue of [@] Equity Shares by our Company aggregating to up to 8,500 million and an Offer for
Sale of up to 27,055,893 Equity Shares aggregating to up to [e] million comprising sale of up to
1,925,158 Equity Shares by Maj Invest, up to 2,191,557 Equity Shares by MSDF, up to 9,302,853 Equity
Shares by Tano, up to 1,214,840 Equity Shares by TR Capital and up to 12,421,484 Equity Shares by AG
Il.

The Offer includes a reservation of up to [e] Equity Shares for subscription by the Eligible Employees
under the Employee Reservation Portion for cash at a price of X[®] per Equity Share, aggregating to up
to X[e] million. The Offer and the Net Offer will constitute [#]% and [®]%, respectively, of the fully-
diluted post-Offer paid-up equity share capital of our Company. Our Company may, in consultation with
the BRLMs and at the discretion of the Company and the Selling Shareholders, consider a Pre-IPO
Placement aggregating to 1,500 million, prior to the filing of the Red Herring Prospectus with the RoC.

Objects of the Offer

The objects for which the Net Proceeds from the Offer shall be utilized are as follows:
(R in million)

Amount (% in million)
[e]
[e]

Particulars
Augmenting the capital base of our Company
Total

Aggregate pre-Offer
shareholding of our
Promoters and
Promoter Group,
and Selling
Shareholders as a
percentage of our
paid up share
capital

(a) The aggregate pre-Offer shareholding of our Promoters and Promoter Group as a percentage of the
pre-Offer paid-up share capital of the Company is set out below:

Name No. of Equity Shares Percentage of the pre-
Offer Equity Share
Capital (%)

Promoters

AVMS 24,763,774 20.61
I-Cap 16,472,146 13.71
Total (A) 41,235,920 34.32
Promoter Group

Total (B) Nil Nil
Total (C=A+B) 41,235,920 34.32
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(b) The aggregate pre-Offer shareholding of the Selling Shareholders as a percentage of the pre-Offer
paid-up share capital of the Company is set out below:

Name No. of Equity Shares Percentage of the pre-Offer
Equity Share Capital (%)
Selling Shareholders
Maj Invest 15,401,267 12.82
MSDF 3,270,980 2.72
Tano 16,914,279 14.07
TR Capital 9,718,722 8.09
AG-11 18,539,529 15.43
Total 63,844,777 53.13
Summary of The details of certain financial information as set out under the SEBI ICDR Regulations as at and for the
Selected Financial | six month period ended September 30, 2020 and as at and for the Financial Years ended March 31, 2020,
Information 2019 and 2018 derived from the Restated Financial Information are as follows:
(Z in million, except per share data)
Particulars As at and for the six | As at and for the Financial Year ended March 31
month period ended 2020 2019 2018
September 30, 2020
(A) Share Capital 1,111.71 1,103.21 1,026.74 884.65
(B) Net Worth (Total 10,152.66 9,626.31 6,971.57 3,818.63
Equity)
(C) Revenue 5,073.93 9,345.06 6,515.93 3,278.71
(D) PAT 513.66 1,351.06 1,249.37 306.28
(E) Earnings per 5.75 12.07 14.05 3.52
Share (basic, in %)
(F) Earnings per 5.74 12.05 14.02 351
Share (diluted, in
3)
(G) Net Asset Value 91.32 87.26 67.90 43.17
per Equity share
(H) Total Borrowings 46,693.80 41,931.13 30,234.89 18,701.17
For further details, see “Financial Statements” beginning on page 202.
Auditor Our Statutory Auditors have not made any qualifications in the examination report that have not been

qualifications which
have not been given
effect to in the
Restated Financial
Information

given effect to in the Restated Financial Information.

Summary table of
outstanding
litigations

A summary of outstanding litigation proceedings involving our Company, Promoters and Directors as of
the date of this Draft Red Herring Prospectus, as also disclosed in “Outstanding Litigation and Material
Developments™ beginning on page 326, in terms of the SEBI ICDR Regulations and the materiality policy
adopted by our Board pursuant to a resolution dated February 10, 2021, is provided below:

Nature of cases No. of cases Total amount involved
(in T million)

Litigation involving our Company
Against our Company
Material litigation NIL NIL
Criminal cases 2 Not quantifiable
Action taken by statutory and regulatory NIL NIL
authorities
Taxation cases 3 3.82
By our Company
Material litigation NIL NIL
Criminal cases 244 (including 177 criminal | 231.02* (including ¥208.38 million

complaints under Section in respect of criminal complaints

138 of the Negotiable under Section 138 of the
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Instruments Act, 1881, as Negotiable Instruments Act, 1881,
amended) as amended)

Litigation involving our Directors
Against our Directors
Material litigation NIL NIL
Criminal cases 1 Not quantifiable
Action taken by statutory and regulatory NIL NIL
authorities
Taxation cases NIL NIL
By our Directors
Material litigation NIL NIL
Criminal cases NIL NIL
Litigation involving our Promoters
Against our Promoters
Material litigation NIL NIL
Criminal cases NIL NIL
Action taken by statutory and regulatory NIL NIL
authorities
Taxation cases 1 1.15
By our Promoters
Material litigation NIL NIL
Criminal cases NIL NIL

"To the extent ascertainable

* This amount includes an amount of ¥ 6.01 million for a criminal complaint filed by Intellecash. For further details,
see “Outstanding Litigation and Material Developments — Litigation Involving our Company — Criminal proceedings
by Our Company” on page 327.

Our Group Companies are not party to any pending litigation proceedings, which may have a material
impact on our Company.

Risk Factors

For details of the risks applicable to us, see “Risk Factors” on page 24.

Summary table of
contingent liabilities

The following is a summary table of our contingent liabilities as at September 30, 2020 as per Ind AS 37
— Provisions, Contingent Liabilities and Contingent Assets:
(< in million)

Particulars As of September 30, 2020
Corporate guarantee provided to a bank towards partnership
agreement 7.50
Demand for income tax 3.82
Total 11.32

For further details of our contingent liabilities, see “Financial Statements” beginning on page 202.

Summary of related
party transactions

The details of related party transactions of our Company for the six month period ended September 30,
2020 and for the Financial Years ended March 31, 2020, 2019 and 2018, as per Ind AS 24 —Related Party
Disclosures read with SEBI ICDR Regulations are set out in the table below:

(% in million)

For the six

month For the

period For the year For the

ended year ended ended year ended
September March 31, March March 31,

Name of Related Party Nature 30, 2020 2020 31, 2019 2018
Aavishkaar Venture - 600.00 595.52 4.26

Management Services
Private Limited
Intellectual Capital - 700.00 - 123.54

Advisory Services Private
Limited

Aavishkaar Capital
Advisors LLP

Aavishkaar Goodwell India
Microfinance Development
Company-Il Limited

Issue of equity
shares
(including
premium)

1,054.48

101.28
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Aavishkaar Venture
Management Services
Private Limited

Jain Sons Finlease Limited

Loan taken

1,500.00

59.78

Jain Sons Finlease Limited

Aavishkaar Venture
Management Services
Private Limited

Loan repaid

0.45

26.81

32.52

1,500.00

Tribetech Private Limited

Security deposit
received

0.04

5.28

1.43

1.06

Tribetech Private Limited

Security deposit
invoked

0.29

497

2.95

Jain Sons Finlease Limited

Portfolio
buyout

1.20

Jain Sons Finlease Limited

Purchase of
property, plant
and equipment

4.75

Jain Sons Finlease Limited

Aavishkaar Venture
Management Services
Private Limited

Interest paid

0.01

1.61

8.12

17.52

Tribetech Private Limited

Andromeda Sales And
Distribution Private Limited

Aavishkaar Venture
Management Services
Private Limited

Intellecap Advisory
Services Private Limited

Jain Sons Finlease Limited

Professional/
business
support fees

0.03

2.17

5.55

1.59

1.83

3.23

0.46

1.76

3.16

0.57

5.45

3.70

0.69

3.58

0.10

Tribetech Private Limited

Intellecap Advisory
Services Private Limited

Aavishkaar Venture
Management Services
Private Limited

Reimbursement
of expenses
paid

0.04

0.30

0.17

0.17

0.33

0.26

0.27

0.05

0.37

0.03

Anudip Foundation

CSR expenses

0.90

Tribetech Private Limited

Jain Sons Finlease Limited

Intellectual Capital
Advisory Services Private
Limited

Aavishkaar Venture
Management Services
Private Limited

Reimbursement
of cost received

0.09

0.43

0.12

0.03

0.10

0.10

0.06

0.15

0.25

Intellecap Advisory
Services Private Limited

Tribetech Private Limited

Aavishkaar Venture
Management Services
Private Limited

Other income

0.09

0.30

0.31

0.01

Directors

Director's
Commission

5.00

6.00

10.00

Manoj Kumar Nambiar

Milind R Nare

Ranjan Das

Anirudh Singh G Thakur

Vanita Mundhra

Remuneration

5.53

17.63

13.98

11.25

3.60

10.38

8.21

6.89

2.25

0.42

2.50

7.06

5.57

1.99

0.53

For details of the related party transactions, see “Financial Statements — Related Party Transactions”
beginning on page 202.

Details of all
financing
arrangements
whereby the
Promoters,
members of the
Promoter Group,

Our Promoters, members of our Promoter Group, Directors of our Promoters, our Directors and their
relatives have not financed the purchase by any person of securities of our Company other than in the
normal course of the business of the financing entity during the period of six months immediately
preceding the date of this Draft Red Herring Prospectus.
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Directors of our
Promoters, our
Directors and their
relatives have
financed the
purchase by any
other person of
securities of the
Company other
than in the normal
course of the
business of the
financing entity
during the period of
six months
immediately
preceding the date
of this Draft Red
Herring Prospectus

Weighted average
price at which the
specified securities
were acquired by
our Promoters or
the Selling
Shareholders, in the
last one year

Other than as described below, our Promoters and the Selling Shareholders have not acquired any
specified securities of our Company in the year immediately preceding the date of this Draft Red Herring
Prospectus.

Our Promoter, AVMS, was allotted 952,380 Equity Shares, on a preferential basis on February 10, 2021
at a weighted average price of 2210.

Average cost of
acquisition of
Equity Shares for
our Promoters and
the Selling
Shareholders

The average cost of acquisition of Equity Shares for our Promoters is as set out below:

Name of the Promoters Number of Equity Shares Average cost of acquisition per
Equity Share (in )
AVMS 24,763,774 119.42
1-Cap 16,472,146 106.02

The average cost of acquisition of Equity Shares for the Selling Shareholders is as set out below:

Name of the Other Selling Number of Equity Shares Average cost of acquisition per
Shareholders Equity Share (in )
AG I 18,539,529 45.68
Maj Invest 15,401,267 86.11
MSDF 3,270,980 20.06
Tano 16,914,279 35.43
TR Capital 9,718,722 115.23

Size of the pre-1PO
placement and
allottees, upon
completion of the
placement

Our Company may, in consultation with the BRLMs consider issuing securities on a private placement
basis for cash consideration aggregating up to 21,500 million. The Pre-1PO Placement shall be undertaken
at the discretion of our Company and the Selling Shareholders and the price of the securities allotted
pursuant to the Pre-1PO Placement shall be determined by our Company, in consultation with the BRLMs.
If the Pre-IPO Placement is completed, the amount raised pursuant to the Pre-IPO Placement will be
reduced from the Fresh Issue, subject to compliance with Rule 19(2)(b) of the SCRR. Details of the Pre-
IPO Placement, if undertaken, shall be included in the RHP to be filed with the RoC.

Any issuance of
Equity Shares in the
last one year for
consideration other
than cash

Our Company has not issued any Equity Shares in the one year immediately preceding the date of this
Draft Red Herring Prospectus, for consideration other than cash.

Any split/
consolidation of
Equity Shares in the
last one year

Our Company has not split or consolidated its Equity shares in the one year immediately preceding the
date of this Draft Red Herring Prospectus.
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CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
Certain Conventions

All references to “India” contained in this Draft Red Herring Prospectus are to the Republic of India and its territories
and possessions and all references herein to the “Government”, “Indian Government”, “Gol”, “Central Government”
or the “State Government” are to the Government of India, central or state, as applicable. All references to the “U.S.”,
“USA” or the “United States” are to the United States of America and its territories and possessions.

Unless otherwise specified, any time mentioned in this Draft Red Herring Prospectus is in Indian Standard Time
(“IST™). Unless indicated otherwise, all references to a year in this Draft Red Herring Prospectus are to a calendar
year.

Unless stated otherwise, all references to page numbers in this Draft Red Herring Prospectus are to the page numbers
of this Draft Red Herring Prospectus.

Financial Data

Our Company’s Financial Year commences on April 1 of the immediately preceding calendar year and ends on March
31 of that particular calendar year, so all references to a particular Financial Year or Fiscal Year, unless stated
otherwise, are to the 12-month period commencing on April 1 of the immediately preceding calendar year and ending
on March 31 of that particular calendar year.

Unless the context requires otherwise, the financial information in this Draft Red Herring Prospectus is derived from
the restated summary statement of assets and liabilities of the Company as on and for the six-month period ended
September 30, 2020 and as on and for the Financial Years ended March 31, 2020, March 31, 2019 and March 31,
2018, and the restated statement of profit and loss (including other comprehensive income) and restated statement of
cash flows and changes in equity for the six-month period ended September 30, 2020 and for the Financial Years
ended March 31, 2020, March 31, 2019 and March 31, 2018 and the summary statement of significant accounting
policies, and other explanatory information of the Company, prepared by the Company in accordance with the SEBI
ICDR Regulations, pursuant to the SEBI Act, to the extent applicable and the Guidance Note on Reports in Company
Prospectuses (Revised 2019) issued by the ICAI. For further information, see “Financial Statements” beginning on
page 202.

Ind AS, U.S. GAAP and IFRS differ in certain significant respects from other accounting principles and standards
with which investors may be more familiar. We have not made any attempt to explain those differences or quantify
their impact on the financial data included in this Draft Red Herring Prospectus, nor do we provide a reconciliation of
our financial statements to those of IFRS or any other accounting principles or standards. If we were to prepare our
financial statements in accordance with such other accounting principles, our results of operations, financial condition
and cash flows may be substantially different. Prospective investors should consult their own professional advisers
for an understanding of the differences between these accounting principles and those with which they may be more
familiar. The degree to which the financial information included in this Draft Red Herring Prospectus will provide
meaningful information is entirely dependent on the reader’s level of familiarity with Indian accounting policies and
practices, Ind AS, the Companies Act and the SEBI ICDR Regulations. Any reliance by persons not familiar with
these accounting principles and regulations on our financial disclosures presented in this Draft Red Herring Prospectus
should accordingly be limited.

All figures in decimals (including percentages) have been rounded off to one or two decimals. However, where any
figures may have been sourced from third-party industry sources, such figures may be rounded-off to such number of
decimal points as provided in such respective sources. In this Draft Red Herring Prospectus, (i) the sum or percentage
change of certain numbers may not conform exactly to the total figure given; and (ii) the sum of the numbers in a
column or row in certain tables may not conform exactly to the total figure given for that column or row. Any such
discrepancies are due to rounding off.
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The restated financial information as at and for the six month period ended September 30, 2020 is not indicative of
full year results and accordingly, such financial information is not comparable to the restated financial information for
the Financial Years ended March 31, 2020, March 31, 2019 and March 31, 2018.

Unless stated or the context requires otherwise, any percentage amounts, as disclosed in “Risk Factors”, “Our
Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” beginning
on pages 24, 136 and 280, respectively, and elsewhere in this Draft Red Herring Prospectus have been calculated on
the basis of the Restated Financial Information.

We use a variety of non-GAAP financial and operational performance indicators to measure and analyze our financial
and operational performance and financial condition from period to period, and to manage our business. These
financial and operational performance indicators are defined by our management and are presented, along with a brief
explanation, in “Selected Statistical Information” beginning on page 316. These financial and operational performance
indicators have limitations as analytical tools. See “Risk Factors — We have in this Draft Red Herring Prospectus
included certain non-GAAP financial measures and certain other selected statistical information related to our
operations and financial performance. These non-GAAP measures and statistical information may vary from any
standard methodology that is applicable across the financial services industry, and therefore, may not be comparable
with financial or statistical information of similar nomenclature computed and presented by other financial services
companies” on page 43. As a result, these financial and operational performance indicators should not be considered
in isolation from, or as a substitute for, analysis of our historical financial performance, as reported and presented in
our Restated Financial Information included in this Draft Red Herring Prospectus. Further, these financial and
operational performance indicators are not defined under Ind AS, and therefore, should not be viewed as substitutes
for performance or profitability measures under Ind AS. While these financial and operational performance indicators
may be used by other companies operating in the financial services industry in India, they may not be comparable to
similar financial or performance indicators used by other companies. Other companies may use different financial or
performance indicators or calculate these ratios differently, and similarly titled measures published by them may
therefore not be comparable to those used by us.

Currency and Units of Presentation

All references to “” or “Rupees” or “Rs.” are to Indian Rupees, the official currency of the Republic of India.

All references to “US$” or “USD” are to United States Dollars, the official currency of the United States of America.
Certain numerical information has been presented in this Draft Red Herring Prospectus in “million” units. 1,000,000
represents one million and 1,000,000,000 represents one billion. However, where any figures that may have been
sourced from third-party industry sources are expressed in denominations other than millions, such figures appear in
this Draft Red Herring Prospectus expressed in such denominations as provided in their respective sources.
Exchange Rates

This Draft Red Herring Prospectus contains conversions of certain other currency amounts into Indian Rupees that
have been presented solely to comply with the SEBI ICDR Regulations. These conversions should not be construed
as a representation that these currency amounts could have been, or can be converted into Indian Rupees, at any

particular rate or at all.

The table below sets forth, for the dates indicated, information with respect to the exchange rate between the Rupee
and the respective foreign currencies.

Exchange rate as on
c September 30, 2020 March 31, 2020 March 31, 2019* March 31, 2018**
LEney ® ® ® ®
1USD 73.80 75.39 69.17 65.04

(For information until March 31, 2018, the source is RBI Reference Rate as available on https://www.rbi.org.in/ whereas for information post
March 31, 2018, the source is FBIL Reference Rate as available on https://www.fbil.org.in/)
Note: Exchange rate is rounded off to two decimal places
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* Exchange rate as at March 29, 2019, as RBI reference rate is not available for March 31, 2019 and March 30, 2019 being a Sunday and a
Saturday, respectively.

** Exchange rate as at March 28, 2018, as RBI reference rate is not available for March 31, 2018 being a Saturday and March 30, 2018 and
March 29, 2018 being public holidays.

Industry and Market Data

Unless stated otherwise, industry and market data used in this Draft Red Herring Prospectus have been obtained or
derived from publicly available information as well as industry publications and sources such as a report dated
February, 2021 and titled “Industry Report on Microfinance industry, Mumbai ” (the “CRISIL Report”) that has been
prepared by CRISIL Research, a division of CRISIL Limited (“CRISIL”), which report has been commissioned by
our Company for the purposes of confirming our understanding of the industry in connection with the Offer and a
report titled “Micrometer (issue no. 25, 29, 33 & 35)” (the “MFIN Report”) that has been prepared by Microfinance
Institutions Network (“MFIN”).

Industry publications generally state that the information contained in those publications has been obtained from
sources believed to be reliable but that their accuracy, adequacy, completeness or underlying assumptions are not
guaranteed and their reliability cannot be assured. Although we believe that industry and market data used in this Draft
Red Herring Prospectus is reliable, it has not been independently verified by our Company, our Directors, our KMPs,
our Promoters, the Selling Shareholders, the BRLMSs or any of their respective affiliates or advisors. The data used in
these sources may have been reclassified by us for the purposes of presentation. Data from these sources may also not
be comparable. Industry sources and publications are also prepared based on information as of specific dates and may
no longer be current or reflect current trends. Industry sources and publications may also base their information on
estimates and assumptions that may prove to be incorrect. The extent to which the industry and market data presented
in this Draft Red Herring Prospectus is meaningful depends upon the reader’s familiarity with, and understanding of,
the methodologies used in compiling such information. There are no standard data gathering methodologies in the
industry in which our Company conducts business and methodologies and assumptions may vary widely among
different market and industry sources. Such data involves risks, uncertainties and numerous assumptions and is subject
to change based on various factors, including those disclosed in “Risk Factors” beginning on page 24. Accordingly,
no investment decision should be solely made on the basis of such information.

CRISIL has requested the following disclaimer for inclusion of the information in the CRISIL Report in this Draft
Red Herring Prospectus:

“CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this report
(Report) based on the Information obtained by CRISIL from sources which it considers reliable (Data). However,
CRISIL does not guarantee the accuracy, adequacy or completeness of the Data / Report and is not responsible for
any errors or omissions or for the results obtained from the use of Data / Report. This Report is hot a recommendation
to invest / disinvest in any entity covered in the Report and no part of this Report should be construed as an expert
advice or investment advice or any form of investment banking within the meaning of any law or regulation. CRISIL
especially states that it has no liability whatsoever to the subscribers / users / transmitters / distributors of this Report.
Without limiting the generality of the foregoing, nothing in the Report is to be construed as CRISIL providing or
intending to provide any services in jurisdictions where CRISIL does not have the necessary permission and/or
registration to carry out its business activities in this regard. Arohan Financial Services Limited will be responsible
for ensuring compliances and consequences of non-compliances for use of the Report or part thereof outside India.
CRISIL Research operates independently of, and does not have access to information obtained by CRISIL’s Ratings
Division / CRISIL Risk and Infrastructure Solutions Ltd (CRIS), which may, in their regular operations, obtain
information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of
CRISIL’s Ratings Division / CRIS. No part of this Report may be published/reproduced in any form without CRISIL’s
prior written approval.”

For details of risks in relation to the industry report, see “Risk Factors — We have commissioned a third party industry

reports which has been used for industry related data in this Draft Red Herring Prospectus and such data has not
been independently verified by us” on page 44.
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In accordance with the SEBI ICDR Regulations, “Basis for Offer Price” beginning on page 92 includes information
relating to our peer group companies. Such information has been derived from publicly available sources, and neither
we nor the BRLMs have independently verified such information.
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FORWARD-LOOKING STATEMENTS

This Draft Red Herring Prospectus contains certain forward-looking statements. All statements contained in this
Prospectus that are not statements of historical fact constitute “forward-looking statements”. These forward-looking
statements generally can be identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”, “estimate”,
“intend”, “objective”, “plan”, “project”, “propose”, “seek to”, “likely”, “will”, “will continue”, “will pursue”, or other
words or phrases of similar import. Similarly, statements that describe our Company’s expected financial condition,
results of operations, business, prospects, strategies, objectives, plans or goals are also forward-looking statements.
All forward-looking statements are based on our current plans, estimates, presumptions and expectations and are
subject to risks, uncertainties and assumptions about our Company that could cause actual results to differ materially
from those contemplated by the relevant forward-looking statement.

Actual results may differ materially from those suggested by the forward-looking statements due to risks or
uncertainties associated with our expectations with respect to, but not limited to, regulatory changes pertaining to the
industry in which our Company operates and our ability to respond to them, our ability to successfully implement our
strategy, our growth and expansion, technological changes, our exposure to market risks, general economic and
political conditions in India and globally, which have an impact on our business activities or investments, the monetary
and fiscal policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates,
equity prices or other rates or prices, the performance of the financial markets in India and globally, changes in laws,
regulations and taxes, changes in competition in our industry, incidence of natural calamities and/or acts of violence.
Important factors that could cause actual results to differ materially from our Company’s expectations include, but are
not limited to, the following:

e our inability to control the levels of non-performing assets and insufficiency of our impairment of financial

instrument allowance

any disruption in our funding sources

our vulnerability to interest rate risk an inability to manage our interest rate risk

any mismatches between our assets and liabilities

any changes in regulations to which we are subject or failure or delay in obtaining necessary permits, approvals,

licenses or registrations

our inability to comply with stringent regulatory requirements and prudential norms

e adverse changes in the conditions affecting the regions in which we operate

e impact of the COVID-19 pandemic or any future pandemic or widespread public health emergency on our
business, financial condition and results of operations

Certain information in “Industry Overview”, “Our Business” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations ” beginning on pages 102, 136 and 280, respectively, of this Draft Red
Herring Prospectus have been obtained from the CRISIL Report prepared by CRISIL, which has been commissioned
by our Company.

For further discussion of factors that could cause the actual results to differ from the expectations, see “Risk Factors”,
“Our Business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
beginning on pages 24, 136 and 280, respectively. By their nature, certain market risk disclosures are only estimates
and could be materially different from what actually occurs in the future. As a result, actual gains or losses in the
future could materially differ from those that have been estimated.

We cannot assure investors that the expectation reflected in these forward-looking statements will prove to be correct.
Given the uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements and
not to regard such statements as a guarantee of future performance.

Forward-looking statements reflect the current views of our Company as on the date of this Draft Red Herring
Prospectus and are not a guarantee of future performance. These statements are based on our management’s beliefs
and assumptions, which in turn are based on currently available information. Although we believe the assumptions
upon which these forward-looking statements are based are reasonable, any of these assumptions could prove to be
inaccurate, and the forward-looking statements based on these assumptions could be incorrect. None of our Company,
our Directors, our KMPs, our Promoters, the Selling Shareholders, the Syndicate or any of their respective affiliates
has any obligation to update or otherwise revise any statements reflecting circumstances arising after the date hereof

22



or to reflect the occurrence of underlying events, even if the underlying assumptions do not come to fruition. In
accordance with the SEBI requirements, our Company will ensure that investors are informed of material
developments from the date of the Red Herring Prospectus until the date of Allotment. Each of the Selling
Shareholders will, severally and not jointly, ensure that investors are informed of material developments in relation to
the statements and undertakings confirmed by such Selling Shareholder from the date of the Red Herring Prospectus
until the date of Allotment.
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SECTION II: RISK FACTORS

An investment in our Equity Shares involves a certain degree of risk. You should carefully consider all the information
in this Draft Red Herring Prospectus, including the risks and uncertainties described below, before making an
investment in our Equity Shares. The risks described below are not the only ones relevant to us or our Equity Shares
or the industry in which we operate or to India. Additional risks and uncertainties not presently known to us or that
we currently deem immaterial may also impair our business, results of operations, financial condition and cash flows.
If any of the following risks, or other risks that are not currently known or are currently deemed immaterial actually
occur, our business, results of operations, financial condition and cash flows could suffer, the trading price of our
Equity Shares could decline, and you may lose all or part of your investment. To the extent that the COVID-19
pandemic adversely affects our business and financial results, it may also have the effect of heightening many of the
other risks described in this section. Prospective investors should read this section in conjunction with “Our
Business”, “Selected Statistical Information”, “Industry Overview” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” on pages 136, 316, 102 and 280, respectively of, as well as the
financial, statistical and other information contained in this Draft Red Herring Prospectus.

Prospective investors should pay particular attention to the fact that our Company is incorporated under the laws of
India and is subject to a legal and regulatory environment which may differ in certain respects from that of other
countries. This Draft Red Herring Prospectus also contains forward-looking statements that involve risks,
assumptions, estimates and uncertainties. Our actual results could differ materially from those anticipated in these
forward-looking statements as a result of certain factors, including the considerations described below and elsewhere
in this Draft Red Herring Prospectus. For further details, see “Forward-Looking Statements” on page 22.

Unless stated otherwise, industry and market data used in this section have been obtained or derived from publicly
available information as well as industry publications and sources such as the CRISIL Report that has been prepared
by CRISIL, which report has been commissioned by our Company for the purposes of confirming our understanding
of the industry in connection with the Offer.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial or
other implications of any of the risks described in this section. In making an investment decision, prospective investors
must rely on their own examination of our Company and the terms of the Offer including the merits and risks involved.
You should consult your tax, financial and legal advisors about the particular consequences to you of an investment
in our Equity Shares. Unless otherwise indicated or context requires otherwise, the financial information included
herein is derived from our Restated Financial Information for Fiscals 2018, 2019 and 2020 and the six months ended
September 30, 2020, included in this Draft Red Herring Prospectus.

INTERNAL RISK FACTORS

1. If we are unable to control the level of non-performing assets (“NPAs”) in the future, or if our impairment of
financial instruments allowance is insufficient to cover future loan losses, our financial condition and results
of operations would be materially and adversely affected.

Microfinance loans are unsecured and are susceptible to various operational and credit risks which may result in
increased levels of NPAs. We are primarily focused on providing financial inclusion and related products in non-
urban and low income areas in India to individuals who have limited, or no, access to financial services. There may
be uncertainty as to the customers’ ability to repay their loans and fulfil other obligations under the terms of the loan
agreements.

Our customers may have inadequate proof of income, or minimal or no credit history or credit bureau data. Our
customers and their businesses are also susceptible to deteriorating economic conditions or other economic, social or
political developments in India or to natural disasters occurring in areas where they live. Our customers may also
borrow additional loans from other creditors and may be unable to repay us when faced with competing repayment
obligations. Moreover, there is no precise method for predicting loan and credit losses. Therefore, there can be no
assurance that our risk management frameworks will effectively anticipate such losses or that our reserves will be
sufficient to cover our actual losses. If we are unable to control or reduce the level of our NPAs, our financial
condition and results of operations would be materially and adversely affected.
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As of September 30, 2020, our gross NPA was 2.43% while our net NPA was 0.00%. The amount of our reported
NPAs may increase in the future as a result of growth in non-repayment of loans by customers, and also due to factors
beyond our control, such as the impact of COVID-19 or any future RBI standstill on NPAs as a result of a moratorium,
along with over-extended member credit of which we are unaware. For further detail, see "-- The COVID-19
pandemic, or any future pandemic or widespread public health emergency or outbreak of disease, could materially
and adversely impact our business, financial condition, cash flows and results of operations” on page 29. Our current
impairment of financial instruments allowance may be inadequate to cover any increase in the amount of NPAs or
any future deterioration in the overall credit quality of our total loan portfolio. In such instances, we may be required
to increase our impairment of financial instruments allowance, which would adversely affect our financial condition
and results of operations.

We anticipate material increases in our impairment of financial instruments allowance in the current Fiscal due to
losses arising from the COVID-19 pandemic and of local unrest in certain of the Low Income States in which we
operate, particularly Assam. For details of the impact of the COVID-19 pandemic on our Company’s provisioning
and asset classification, see “Financial Statements” on page 202. For details of the impact of the impact of local
unrest on our business and portfolio see “-- A significant portion of our loans are to customers located in Low Income
States, including West Bengal, Assam, Bihar and Odisha and any adverse changes in the conditions affecting these
regions including local unrest, may have an adverse effect on our business and results of operations” on page 28.

Under our JLG model, loans are provided to individual customers but the group guarantees the repayment of loans.
This means that if a customer is unable to repay his/her loan, other members of the same JLG are responsible for
making such repayment on his/her behalf. However, there can be no assurance that JLG members will pay on behalf
of other members. Moreover, our risk management controls may not be sufficient to prevent future losses on account
of customer defaults, or to effectively control and reduce the level of the impaired loans in our total loan portfolio.
In such instances, our business, results of operations, financial condition and cash flows would adversely be affected.
For further detail, see “Our Business — Our Operational Model” on page 145.

2. Our business requires funds regularly, and any disruption in our funding sources would have a material
adverse effect on our business and cash flows.

As a microfinance institution, our liquidity and ongoing profitability are largely dependent upon our timely access to,
and the costs associated with, raising funds. Our Company’s funding requirements have been met through a
combination of non-convertible debentures, term loans and subordinated debt, working capital and revolving credit
facilities, external commercial borrowings and assigning or securitising a portion of the receivables from our loan
portfolio to banks and other financial institutions. Our Company’s business growth, liquidity and profitability depend,
and will continue to depend, on our ability to access diversified, relatively stable and low-cost funding sources.

As of September 30, 2020, of our outstanding borrowings of ¥46.69 billion, our contractual maturities within one year
were X25.83 billion. In order to make these payments, we may either need to refinance this debt, or alternatively, raise
equity capital or generate sufficient revenue to retire the debt. There can be no assurance that we will be able to arrange
for refinancing on terms that are commercially better than those available previously, or at all, or that our business
will generate sufficient cash to enable us to service our existing debts or to fund other liquidity needs.

Our ability to borrow funds on acceptable terms and refinance existing debt may also be affected by a variety of
factors, including our performance, credit ratings, the regulatory environment and government policy initiatives in
India, liquidity in the credit markets, the strength of the lenders from whom we borrow, the amount of eligible
collateral and accounting changes that may impact calculations of covenants in our financing agreements. An event
of default, a significant negative ratings grading by a rating agency, an adverse action by a regulatory authority, or a
general deterioration in prevailing economic conditions that constricts the availability of credit may increase our cost
of funds and make it difficult for us to access financing in a cost-effective manner. A disruption in sources of funds
or any increase in the cost of funds as result of any of these factors, would have a material adverse effect on our
liquidity and financial condition.

The capital and lending markets are highly volatile and our access to liquidity could be adversely affected by prevailing
economic conditions. These conditions may result in increased borrowing costs and difficulty in accessing funds in a
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cost-effective manner. Changes in economic and financial conditions or continuing lack of liquidity in the market
could make it difficult for us to access funds at competitive rates. As a financial services company, we also face certain
regulatory restrictions on our ability to raise money from international markets which may further constrain our ability
to raise funds at attractive rates. If we are unable to obtain adequate financing or financing on terms satisfactory to us,
as and when we require it, our ability to grow or support our business and to respond to business challenges would be
limited and our business prospects, financial condition and results of operations would be materially and adversely
affected.

3. Our financial performance is vulnerable to interest rate risk, and an inability to manage our interest rate risk
may have a material adverse effect on our net interest income.

Our results of operations depend substantially on the level of our net interest income, which is the difference between
our interest income and interest expense. Being a non-deposit taking NBFC, we are exposed to greater interest rate
risks as compared to banks or deposit taking NBFCs. Some of our liabilities carry fixed rates of interest and others
are linked to the respective banks’ benchmark prime lending rate or base rate. As of September 30, 2020, 57.45% of
our total borrowings were at fixed rates and 42.55% were at floating rates. All of our total advances were at fixed
rates as of September 30, 2020. For further details, see “Financial Statements” beginning on page 202.

Any change in interest rates would affect our interest expenses on our floating interest-bearing liabilities as well as
our net interest income and net interest margins. Any increase in our cost of funds may lead to a reduction in our net
interest margin, or require us to increase interest rates on loans disbursed to customers in the future to maintain our
net interest margin. For Fiscals 2018, 2019 and 2020, and the six months ended September 30, 2020, our finance
costs were X1.24 billion, %2.55 billion, %3.82 billion, and %2.38 billion, respectively. For the same periods, our net
interest margin reduced from 12.49% to 11.49% to 11.89% and to 11.11%, respectively. For further details, see
“Financial Statements” beginning on page 202.

Risks we face from increasing interest rates include:

e increases in the rates of interest charged (where floating rates are typically used) on certain financing products
in our borrowing portfolio, which would result in increase in interest payout for such loans, would adversely
affect our net interest margin.

o availing new loans at higher interest rates;

e  reductions in the volume of loan disbursements as a result of the customer’s inability to service high interest rate
payments; and

e inability to raise low cost funds as compared to some of our competitors, who may have access to lower cost
deposits or borrowings. .

Interest rates are highly sensitive and fluctuations thereof are dependent upon many factors which are beyond our
control, including the monetary policies of the RBI, de-regulation of the financial services sector in India, domestic
as well as international economic and political conditions, inflation and other factors. In the event of an increase in
the interest rates that we are required to pay on our borrowings, we cannot assure you that we will be able to pass
such increased costs to our customers. Further, to the extent that our borrowings are linked to market interest rates
which increase, or to the extent that we are unable to supplement our sources of liquidity with borrowings from
lenders, we may have to pay interest on our borrowings at a higher rate.

In addition, the value of any interest rate hedging instruments we may enter into in the future may be affected by
changes in interest rates. Our inability to effectively and efficiently manage interest rate variations could adversely
affect our result of operations and profitability. Interest rates are typically correlated with inflation rates, as the RBI
has historically sought to mitigate rising inflation by raising interest rates.

There can be no assurance that we will be able to adequately manage our interest rate risk in the future, which could

have an adverse effect on our net interest income and margins, which could in turn have a material adverse effect on
our business, financial condition and results of operations.
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4. We may face asset-liability mismatches which would expose us to interest rate and liquidity risks that
could have a material and adverse effect on our business, financial condition and results of operations.

Assets and liabilities mismatches (“ALM?), which represent a situation when the financial terms of institutional assets
and liabilities do not match, are a key financial parameter. We cannot assure you that we will be able to maintain a
positive ALM. We face liquidity risk due to varying periods over which our assets and liabilities mature. As is typical
for NBFCs, part of our funding requirement is met through short term borrowing sources such as revolving term loans
and cash credit facilities. However, each of our financial assets has varying average tenure, average yield and average
maturity. Though we pay careful attention to the maturity of liabilities while creating financial assets, it may happen
that maturity of assets do not match the liabilities. Consequently, our inability to raise further credit facilities or renew
our existing facilities in a timely and cost effective manner or at all, may lead to mismatches in our assets and liabilities,
which in turn may adversely affect our operations, financial performance and cash flows. Further, mismatches between
our assets and liabilities are compounded in case the assets are restructured and we need to give the customers longer
tenure loans. Further, if competition forces us to provide longer tenure loans to the customers, this may also adversely
affect the ALM gap. For more information on the ALM of our Company as of September 30, 2020, see “Financial
Statements” beginning on page 202.

5. Our loan portfolio may no longer continue to be classified as priority sector lending by the RBI.

The RBI currently mandates domestic scheduled commercial banks (excluding regional rural banks and SFBs) and
foreign banks with 20 branches and above, operating in India, to maintain an aggregate 40.00% of adjusted net bank
credit or credit equivalent amount of off-balance sheet exposure, whichever is higher, as “priority sector lending”.
These include advances to agriculture, micro, small and medium enterprises, export, credit and other sectors where
the Government seeks to encourage flow of credit for developmental reasons. Banks in India that have traditionally
been constrained or unable to meet these requirements directly have instead relied on institutions such as us that are
focused on microfinance lending to help them meet their priority sector lending targets.

In the event that the laws relating to priority sector lending as applicable to the banks undergo a change, or if any part
of our loan portfolio is no longer classified as a priority sector lending by the RBI, our ability to raise resources based
on priority sector advances would be hampered, which may adversely affect our financial condition, results of
operations and/or cash flows.

6. The security of our IT systems may fail and adversely affect our business, operations, financial condition
and reputation.

We are dependent on the effectiveness of our information security policies and procedures, and our capabilities to
protect our IT systems and the data such systems contain or transmit. An external information security breach, such
as a hacker attack, fraud, a virus or worm, or an internal problem with information protection, such as failure to control
access to sensitive systems, could materially interrupt our business operations or cause disclosure or modification of
sensitive or confidential information. Our operations also rely on the secure processing, storage and transmission of
confidential and other information in our computer systems and networks. Our computer systems, software and
networks may be vulnerable to unauthorised access, computer viruses or other cyber-attacks or events that could
compromise the integrity and security of our data. Although we maintain procedures and policies to protect our IT
systems, such as network security devices, data back-up, disaster recovery and business continuity systems, any failure
of our IT systems could result in business interruption, material financial loss, regulatory actions, legal liability and
harm to our reputation. Further, any delay in implementation or disruption of the functioning of our IT systems could
disrupt our ability to track, record and process financial information or customer repayments, manage creditors/debtors
or engage in normal business activities. We experienced a security breach in respect of our backup server on November
4, 2019. No customer related data was lost and we informed the RBI on November 6, 2019.

We have upgraded our technology systems and are currently using a core banking system for our loan management to
improve operational efficiency. However, any technical problems or disruptions in functioning may adversely impact
our business, financial condition and results of operations. We are dependent on various external vendors for the
implementation of aspects of our IT operations, including infrastructure and hardware, networking, managing our
data-centre and back-up support for disaster recovery. We are therefore exposed to the risk that external vendors or
service providers may be unable to fulfil, or are delayed in fulfilling, their contractual obligations to us (or will be
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subject to the risk of fraud or operational errors by their respective employees) and the risk that their (or their vendors’)
business continuity and data security systems prove to be inadequate or fail to perform. Any of these developments
could materially and adversely affect our business, results of operations, financial condition and reputation.

In addition, the future success of our business will depend in part on our ability to respond to technological advances
and to emerging industry standards and practices on a cost-effective and timely basis. The development and
implementation of new technology could present risks. There can be no assurance that we will successfully implement
new technologies effectively or adapt our technology and systems to meet customer requirements or emerging industry
standards. If we are unable to advance and scale our technology-enabled infrastructure, we may be unable to
effectively utilise our technology platform as a business resource, maintain consistent levels of customer service,
enhance our operational efficiency, and create scalable advantages for our organisation. In addition, if we are unable
to introduce and integrate new information technology systems across our business to ensure that our technology
remains advanced and our business remains scalable, our business could be adversely affected.

7. Asignificant portion of our loans are to customers located in Low Income States, including West Bengal,
Assam, Bihar and Odisha and any adverse changes in the conditions affecting these regions including
local unrest, may have an adverse effect on our business and results of operations.

West Bengal, Assam, Bihar and Odisha constituted 77.16% of our total GLP as of September 30, 2020. Any local
unrest, local activism, natural disasters, public health emergencies or legislative action focused on the microfinance
industry in these states could impact the Company’s business model and collection efficiency thereby leading to a
materially adverse impact on the Company in light of the high loan portfolio concentration in these states.

Two of the 17 states in which we operate, West Bengal and Assam, constitutes 46.96% of our overall AUM, out of
which Assam constituted 19.73% as of September 30, 2020. In late 2019, there was local unrest in Assam which
impacted microfinance activities. The repayment ability of certain customers was affected while other customers
sought to avoid repayment citing the local unrest. Our recoveries in Assam consequently were adversely affected
leading to higher PAR values in Fiscal 2020. West Bengal and Assam states also are expected to have state assembly
elections in the calendar year 2021. During the period when elections are conducted microfinance operations in areas
of West Bengal and Assam could be adversely impacted by political uncertainty.

On December 30, 2020, the Assam legislative assembly unanimously passed “The Assam Micro Finance Institutions
(Regulation of Money Lending) Bill, 2020” (the “Assam Bill”). The Assam Bill aims to regulate money lending
activities of MFIs or money lending agencies or organisations (the “Money Lenders”) operating in the state. As of
the date of filing this Draft Red Herring Prospectus, the bill has not been enacted and has not taken effect. We are
therefore unsure of the potential impact this bill could have on our business, or on the microfinance industry more
broadly, in the state of Assam. For further details, see “--Changing laws, rules and regulations and legal uncertainties,
including adverse application or interpretation of corporate and tax laws, may adversely affect our business,
prospects and results of operations” on page 44.

In addition, there is an ongoing farmers’ protest in northern part of India in response to three farm acts which were
passed by the Parliament of India in September 2020. The farmer unions and their representatives have demanded that
the laws be repealed. Such protests may spread to any location in which we operate, economic activity in those
geographies may be affected and income generation by our customers may suffer, which would impact our collection
efficiency.

We are dependent on domestic, regional and global economic and market conditions. Our performance, growth and
market price of our Equity Shares are and will be dependent to a large extent on the health of the Indian economy.
Demand for our products may be adversely affected by an economic downturn in domestic, regional and global
economies. There have been periods of slowdown in the economic growth of India. Economic growth in India is
affected by various factors including domestic consumption and savings, balance of trade movements, namely export
demand and movements in key imports, global economic uncertainty and liquidity crisis, volatility in exchange
currency rates, and annual rainfall which affects agricultural production. Consequently, any future slowdown in the
Indian economy could harm our business, results of operations, financial condition and cash flows. Also, a change in
the government or a change in the economic and deregulation policies could adversely affect economic conditions
prevalent in the areas in which we operate in general and our business in particular and high rates of inflation in India
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could increase our costs without proportionately increasing our revenues, and as such decrease our operating margins.

These developments could lead to continued political or economic instability in India and adverse effects on our
business and future financial performance. Acts of violence or conflict also may adversely affect markets and
economic growth both globally and in India and have other consequences that could have an adverse effect on our
business, cash flows, results of operations and financial condition.

8. We assign or securitise a portion of our loan receivables to banks and other institutions. Any deterioration
in the performance of any pool of receivables assigned may adversely impact our financial performance.

As part of our means of raising or managing funds, we assign or securitise a portion of our loan receivables to banks
and other financial institutions. Such assignment or securitisation transactions are conducted on the basis of our
internal estimates of our funding requirements, which vary from time to time. We also may be required to provide
credit enhancements for securitisation transactions by way of fixed deposits or corporate guarantees. Such deposits
would be liquidated or such guarantees would be invoked in the event and to the extent of any shortfall in the collection
of receivables. This may also adversely impact our relationship with our lenders and our ability to undertake such
partial recourse transactions as well as our reputation and prospects.

Any change in the statutory and/or the regulatory requirements in relation to assignments or securitisations by financial
institutions, including the guidelines prescribed by the RBI and the Government of India, also could have an adverse
impact on our ability to conduct assignment or securitisation transactions.

9. The COVID-19 pandemic, or any future pandemic or widespread public health emergency or outbreak of
disease, could materially and adversely impact our business, financial condition, cash flows and results of
operations.

The COVID-19 pandemic has had, and any future pandemic or widespread public health emergency could have,
repercussions across regional and global economies and financial markets. The outbreak of COVID-19 in many
countries, including India and the United States, has significantly and adversely impacted economic activity and has
contributed to significant volatility and negative pressure in financial markets, and it is possible that the outbreak of
COVID-19 will cause a prolonged global economic crisis, recession or depression, despite monetary and fiscal
interventions by governments and central banks globally.

The World Health Organization declared the outbreak of COVID-19 to be a public health emergency of international
concern on January 30, 2020, and a global pandemic on March 11, 2020. COVID-19 and global health concerns
relating to this pandemic have had a severe negative impact on, among other things, financial markets, liquidity,
economic conditions and trade, and could continue to do so or could worsen for an unknown period of time, that could
in turn have a material adverse impact on our business, cash flows, results of operations and financial condition,
including liquidity and growth. On March 24, 2020, the Government of India ordered a national lockdown in response
to the spread of COVID-19, which commenced on March 25, 2020. All of our business premises were closed from
March 25, 2020 until April 19, 2020.0ur branches started re-opening post announcement of a partial relaxation for
essential services, including microfinance on April 15, 2019. We started to reopen our branches in stages depending
on the level of restrictions (based on classifications of red, amber and green zones) to contain COVID-19, applicable
to the district in which each branch was located. During the countrywide lockdown in India from March 25, 2020 until
our operations were fully resumed, our business was impacted, our disbursements were reduced, and we were unable
to conduct normal business activities, such as collecting repayments from our customers or sourcing and on-boarding
new customers. Even though the countrywide lockdown was relaxed in mid-April 2020, our customers’ businesses
and their repayment behaviour did not return to normal at that time.

Although most of the restrictions have now been eased, there can be no assurance that further restrictions will not be
introduced. Our customers may default on repayments on account of suspension of business activities arising from
restrictions and our NPAs may increase in consequence. Further, we may be required to quarantine employees that
are suspected of being infected with COVID-19, as well as others who have come into contact with those employees,
which could have an adverse effect on our business operations. If our inorganic partners who undertake sourcing and
collecting activities on our behalf are affected by COVID-19, this may affect our ability to on-board new customers
through them or the rate at which they collect repayments from customers.
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The RBI, pursuant to its circulars dated March 27, 2020, April 17, 2020 and May 23, 2020 announced certain
regulatory measures, including, among others, to mitigate the burden of debt servicing brought about by disruptions
on account of the COVID-19 pandemic and to ensure the continuity of viable businesses. In furtherance of these
circulars, lending institutions were permitted to grant a moratorium of three months in respect of all term loans (i.e.,
from March 1, 2020 until May 31, 2020), which was subsequently extended for a further period of three months (i.e.,
until August 31, 2020). In line with these requirements, we provided a moratorium of six months on the payment of
all principal amounts and/or interest, as applicable, falling due between March 1, 2020 and August 31, 2020 to eligible
borrowers, resulting in a decline in our collections during such period. See “Management’s Discussion and Analysis
of Financial Condition and Results of Operations — Significant Factors Affecting our Results of Operations —
Government Policy and Regulation”” on page 283. For details of the impact of the COVID-19 pandemic, including
our Company’s provisioning and asset classification in relation to the moratorium period, see “Financial Statements”
beginning on page 202. These and any other measures taken by the RBI and other authorities that regulate our
operations may impact our business, operations and financial performance. For instance, the Supreme Court of India
(“Supreme Court”), pursuant to an interim order passed on various petitions filed by borrowers, has stayed the
classification of any account as NPA, which were standard as of August 31, 2020, and extended the moratorium period
introduced by the RBI until appropriate decisions have been taken. The matter is currently pending. Since these
customers are not reported as NPA in the credit bureau, we may end up funding such customers due to lack of adequate
credit information. Further, the methodology of computation of interest during the moratorium period is subject to
decision of the Supreme Court, when passed. In the event the moratorium is extended further or if there are adverse
directions on the levy of interest on the borrowings during an extended moratorium period, it may adversely impact
our business, operations and financial performance.

Our Statutory Auditors have included an emphasis of matter in their audit report on our financial statements for Fiscal
2020 and the six months ended September 30, 2020 where attention was drawn towards the uncertainty relating to
effects of the COVID-19 pandemic on the Company’s operations and the impact on the impairment provision
recognised towards the loan assets outstanding as of September 30, 2020. For details, see “Financial Statements”
beginning on page 202. The full extent to which the COVID-19 pandemic, or any future pandemic or widespread
public health emergency impacts our business, operations and financial results will depend on numerous evolving
factors that we may not be able to accurately predict, including (i) new information as to the scope, severity, and
duration of the pandemic; (ii) actions taken by governments, businesses and individuals in response to the pandemic;
(iii) the effect on customer demand for and ability to pay for our products; (iv) the impact on our capital expenditure;
(v) disruptions or restrictions on our employees’ and inorganic partners’ ability to work and travel; (vi) volatility in
foreign exchange rates; (vii) any extended period of remote work arrangements; and (viii) strain on our partners’
business continuity plans, and resultant operational risk.

India has also experienced outbreaks of diseases in the past. Any future outbreak of disease, health epidemic or
pandemic, such as the COVID-19 pandemic, or any widespread public health emergency may restrict the level of
business activity in affected areas, which may, in turn, materially and adversely impact our business, financial
condition, cash flows and results of operations.

10. The locations in which we operate are prone to natural disasters. The occurrence of natural or man-made
disasters may adversely affect our business, cash flows, results of operations and financial condition.

A natural disaster, severe weather conditions or an accident that damages or otherwise adversely affects any of our
business operations, or our customers’ business operations, could have a material adverse effect on our business,
financial condition, cash flows and results of operations. Severe flooding, lightning strikes, earthquakes, extreme
wind conditions, severe storms, wildfires, and other unfavourable weather conditions (including those from climate
change) or natural disasters could damage our branches or other assets, or require us to shut down our field operations,
impeding our ability to on-board new customers or collect repayments from our existing customers. In turn, this could
decrease our revenues from operations. Catastrophic events such as explosions, terrorist acts or other similar
occurrences could result in similar consequences or in personal injury, loss of life, environmental danger or severe
damage to or destruction of our branches or field activities, or suspension of our business operations or our customers’
business operations. Any of these events could have an adverse effect on our business, financial condition, cash flows,
results of operations and prospects.
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Some of the states in which we operate are prone to natural disasters and have suffered these in recent years including
floods in Assam and Bihar and cyclones in Odisha and West Bengal. Consequently, if a flood, cyclone or other natural
disaster occurs in these states, or in any other state in which we operate, our business operations could be disrupted
(in part or in full) for a period of time. In addition, our customers’ businesses could also be disrupted (in part or in
full) for a period of time, which could negatively impact our customers’ ability to make their repayments on time, or
at all. In such instances, our business, financial condition and cash flow could be adversely affected.

11. Our success depends in large part upon our management team and key personnel and our ability to attract,
train and retain such persons.

Our ability to sustain our rate of growth depends upon our ability to manage key issues such as selecting and retaining
our management team and key personnel, developing managerial experience, upskilling our employees, addressing
emerging workforce challenges, and ensuring a high standard of customer service. In order to be successful, we must
attract, train, motivate and retain experienced investors and industry and management professionals, and highly skilled
employees, especially branch managers and product executives who are instrumental to the success of our business
and on whom our business model heavily relies. We compete with several other banking and other financial
institutions for such personnel and no assurance can be given that we will be successful in hiring or retaining
appropriately qualified people. If we cannot hire or retain appropriately qualified people, our ability to expand our
business could be impaired and our revenue could decline.

Recruiting new employees who require training tailored to our business and business operations, as well as providing
training to our existing employees on our internal policies, procedures, controls and risk management frameworks,
could be costly, in terms of time, money and resources. However, failure to train, motivate and retain our employees
properly could also result in an increase in employee attrition rates, require additional hiring, erode the quality of our
customer service, divert management resources, and impose significant costs on our business.

Hiring and retaining qualified and skilled employees is critical to the future of our business and our business model,
which depends on our credit-appraisal and our people-led operations. The RBI has in its past inspection reports made
observations in relation to the poor attrition rates of our Company. Moreover, availability of experienced employees
in the microfinance sector can be limited. Our inability to attract and retain talented professionals, or the resignation
or loss of key management personnel, may have an adverse impact on our business and future financial performance.

12. We may be required to increase our capital adequacy ratio which may result in changes to our business and
accounting practices that would harm our business and results of operation.

We are subject to regulations prescribed by the RBI. We are also required to maintain a minimum capital adequacy
ratio of 15.00% in relation to our aggregate risk-weighted assets and risk adjusted value of off-balance sheet items.
Our capital adequacy ratio computed on the basis of applicable RBI requirements was 24.80% in Fiscal 2020 as
compared to 23.60% in Fiscal 2019. Out of the total capital adequacy ratio, Tier | capital comprised 19.93% as of
March 31, 2020 as compared to 18.41% as of March 31, 2019. As of September 30, 2020, our total capital adequacy
ratio was 25.78% and our Tier | capital comprised 21.01%.

The RBI may in future prescribe a higher capital adequacy ratio which may require us to increase our equity capital.
This may not be possible within the prescribed time limit or at all, which may in turn force the Company to draw on
its risk weighted assets. The RBI may also in the future require compliance with other prudential norms and standards,
which may require us to alter our business and accounting practices or take other actions that could adversely affect
our business and operating results.

13. Any downgrade in our credit ratings could increase our finance costs and adversely affect our business,
results of operations, financial condition and cash flows.

The cost and availability of capital depends in part on our short-term and long-term credit ratings. Credit ratings
reflect the opinions of rating agencies on our financial strength, operating performance, strategic position and ability
to meet our obligations. Any downgrade in our credit ratings could weaken our relationships and negotiating power
with our lenders, increase the average cost of borrowing, and cause our lenders to impose additional terms and
conditions or charge higher premiums in respect of any financing or refinancing arrangements that we enter into in
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the future. As of the date of this Draft Red Herring Prospectus, we have dual Credit ratings from CARE and ICRA
as per the following table:

Instrument Rating Agency Rating
Long-term Bank facilities CARE/ICRA A-
Non-convertible debentures CARE/ICRA A-
Unsecured subordinated Tier Il debt CARE A-

Any downgrade in our credit ratings could increase borrowing costs and adversely affect our business, results of
operations, financial condition and cash flows.

14. As an NBFC, non-compliance with the RBI’s observations made during its periodic inspections could expose
us to penalties and restrictions which could have a material and adverse effect on us.

As an NBFC, we are subject to periodic inspections by the RBI under Section 45N of the RBI Act, pursuant to
which the RBI inspects our books of accounts and other records for the purpose of verifying the correctness or
completeness of any statement, information or particulars furnished to the RBI.

In certain of its past inspection reports, the RBI has made observations in relation to, among others: (i)
discrepancies in our loan policies and loan terms not in accordance with applicable directions; (ii) inadequate
management and training of employees, and poor attrition rates; (iii) modifying existing, or establishing new,
policies, procedures and frameworks, including on KYC, anti-money laundering (“AML”), asset liability
management, liquidity, contingency funding plans, currency fluctuation, and identifying and combating
suspicious transactions; (iv) inadequate compliance monitoring systems and controls; (v) non-compliance with
requirements of the RBI or other legislation, regulations or schemes applicable to NBFCs, including in relation to
our status as an NBFC-MFI, or inaccuracies or inconsistencies in reporting disclosure requirements; (vi) issues
pertaining to the accounting treatment of qualifying assets; (vii) deficiencies in the Company’s internal policies
and monitoring of accounts; (viii) lapses in grievance redressal; and (ix) concentration of its loan portfolio in West
Bengal and Assam. We have submitted a response to the RBI’s latest supervisory letter issued in relation to its
most recent inspection of the Company.

We believe that we have responded satisfactorily to the RBI’s observations pursuant to its earlier inspections, as
and when required. However, in some instances the RBI asked us to resubmit responses and, in some instances,
commented in successive inspections that we had not addressed observations pursuant to previous inspections.
There can be no assurance that the RBI or any other regulatory authority will not make similar or additional
observations in the future or that we will be able to respond to all such queries to the satisfaction of the RBI or
such other authorities.

In the event that we are unable to satisfactorily address the observations of the RBI or are unable to comply with
any specified RBI requirements, for any reason, we may be subject to monetary sanctions and may also be
restricted in our ability to conduct our business. Any such outcome would have a material and adverse effect on
our business, financial condition and reputation. In the event of or to the extent that any grave deficiencies are
found in the future, which we are unable to rectify, any levy of fines or penalties against us, or the suspension or
cancellation of our registration with the RBI, our reputation, business, prospects, results of operations, financial
condition, and the trading price of our Equity Shares would be adversely affected.

15. We are subject to stringent regulations governing the banking and financial services industry in India.
We may fail to obtain, maintain or extend our statutory and regulatory approvals to operate or expand
our business in a timely manner or at all, or to comply with the terms and conditions of our existing
regulatory approvals and licenses, which may impede our operations.

We are registered with and our business is regulated by the RBI as an NBFC-MFI. As a registered NBFC-MFI, we
are subject to stringent microfinance lending guidelines. We therefore require certain statutory and regulatory
approvals, sanctions, licenses, registrations and permissions for operating and expanding our business. We have also
applied to the RBI to obtain their approval in connection with the Offer, including for the Pre-1PO Placement. In the
past, RBI has not acceded to our request for approval for change in our paid-up capital by more than 26%. For details,
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see “Other Regulatory and Statutory Disclosures” on page 337. In the event such approval is not received in time or
is rejected, the Company may not be able to complete the Offer in a timely manner or at all. We may not receive or
be able to renew such approvals in the time frames anticipated by us, or at all, which could adversely affect our
business. If we do not receive, renew or maintain the regulatory approvals required to operate our business, it may
have a material adverse effect on the continuity of our business and may impede our effective operations in the future.

Applicable laws and regulations impose numerous requirements on us, including those relating to asset classification
and prescribed levels of capital adequacy, reserves and provisioning. The laws and regulations governing the banking
and financial services industry in India have become increasingly complex and cover a wide variety of issues, such as
interest rates, liquidity, investments, ethical issues, money laundering and privacy. These laws and regulations can be
amended, supplemented or changed at any time such that we may be required to redesign our activities and incur
additional expenses to comply with such laws and regulations, which could adversely affect our business and our
financial performance. For details, see “Key Regulations and Policies” on page 160.

We also are required to maintain certain statutory and regulatory permits and approvals for our business. From time
to time, we will be required to renew such permits and approvals and obtain new permits and approvals for any
proposed operations. For example, we have applied for renewals of the shops and establishment registration for certain
of our branches. There can be no assurance that the relevant authorities will issue any of such permits or approvals in
the time-frame anticipated by us, or at all. For details, see “Government and Other Approvals” on page 335.

Our Company is also required to make various filings with the RBI and other relevant authorities pursuant to the
provisions of RBI regulations, the Companies Act and other regulations. Our Company has in the past been delayed
in reporting inward remittances in relation to the issuance of certain Equity Shares, and has paid a compounding fee
to the RBI for such delay. For further details, see “Outstanding Litigation and Material Developments” on page 326.

16. The financing industry is becoming increasingly competitive with significant presence of NBFCs, public
and private sector banks that have extensive branch networks, and other financial services companies.

Our primary competition historically has been banks (including SFBs) and other NBFCs. These financial institutions,
particularly the larger ones, could compete with us for business as well as procurement of funds at competitive rates.

In addition, the RBI has set out guidelines applicable to microfinance institutions which restrict the number of
microfinance institutions that can extend loans to the same borrower and also limit the maximum amount of loan that
can be extended. The presence of microfinance institutions in India is not uniform; certain regions have a concentration
of a large number of microfinance institutions while other regions have very few or even no microfinance institution.
In any particular region, the level of competition depends on the number of microfinance institutions that operate in
such region.

Our ability to compete effectively will largely depend on our ability to maintain our margin. Our margins depend on
our ability to raise low-cost funding in the future combined with our ability to decrease our operating expenses. Many
of our competitors are large institutions, which may have larger customer bases, funding sources, branch networks
and capital compared to us. Certain competitors may be more flexible than we are and better-positioned to take
advantage of market opportunities. As a result of increased competition, loans are becoming increasingly standardised
and terms such as variable (or floating) rate interest options, lower processing fees, and monthly reset periods are
becoming increasingly common. Furthermore, the spread between the lowest and the highest rate of interest offered
by various lenders continues to reduce. This competition may intensify further as a result of regulatory changes and
market liberalisation. These competitive pressures affect the industry in which we operate as a whole, and our future
success will depend to a large extent on our ability to respond in an effective and timely manner to these competitive
pressures. There can be no assurance we will be able to react effectively to these or other market developments or
compete effectively with new and existing peers in the increasingly competitive finance industry.

Competition in our industry also depends on, among other things, the evolution of government policies relating to the
industry, the entry of new participants, and the extent to which there is a consolidation among banks and financial
institutions in India. Increasing competition may have an adverse effect on our net interest margin and other income,
and, if we are unable to compete successfully, our market share may decline.
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17. We may not be able to manage future growth or restructuring effectively, including growing our branch
network, which may have an adverse impact on our business and financial condition.

We have experienced steady growth and were the the largest NBFC-MFI in Eastern India and fifth largest NBFC-MFI
in India based on GLP as of September 30, 2020 (Source: CRISIL Report). Our growth strategy primarily includes
leveraging the operational strengths and deepening customer connections including via our partnerships with small
MFlIs in India, continuing to expand and diversify our product portfolio and service offerings, growing our operations
and network, and focussing on expanding our footprint in the financially underpenetrated and Low Income States in
India.

Although our growth initiatives have contributed to our financial results in recent years, there can be no assurance that
our growth strategy will continue to be successful. Our ability to sustain and manage growth depends primarily upon
our ability to manage key issues such as maintaining and leveraging our relationships with our investors and lenders,
leveraging our inorganic partnerships to maximise our operational efficiency and close customer relationships,
selecting and retaining skilled personnel, gaining market share in select locations, maintaining and appropriately
upgrading our technology platforms, introducing and successfully implementing more efficient operational processes,
increasing our product and service offerings, ensuring a high standard of customer service, and successfully integrating
and managing any acquired businesses. Sustained growth also puts pressure on our ability to effectively manage and
control historical and emerging risks. Our inability to effectively manage any of these issues may adversely affect our
business growth and, as a result, impact our business, prospects, financial condition and results of operations.

We have in the past grown and may continue to grow through mergers and acquisitions. The process of integrating
such acquired businesses involves various risks, including diversion of management’s attention, difficulties arising
from operating a significantly larger and more complex organisation involving assimilation of different practices and
personnel and unanticipated costs and expenses association with any undisclosed non-compliance or potential
liabilities. If we fail to integrate any businesses that we may acquire in the future, manage the growth in our business
pursuant to such acquisition, or realise anticipated cost savings, synergies or revenue enhancements associated with
such acquisitions, our ability to compete effectively in the market, our business, financial condition and results of
operations could be materially adversely affected.

In recent years, we have increased the scope of our branch network. A consequence of expanding our branch network
is that we may be exposed to certain additional risks, including: (i) difficulties arising from operating a larger and
more complex organisation; (ii) the failure to efficiently and optimally allocate management, technology and other
resources across our branch network; (iii) the failure to manage third-party service providers in relation to any
outsourced services; (iv) difficulties in the integration of new branches with our existing branch network; (v)
difficulties in supervising local operations from our centralised locations; (vi) difficulties in hiring skilled personnel
in sufficient numbers to operate the new branches locally and management to supervise such operations from
centralised locations; (vii) the failure to compete effectively with competitors; (viii) the failure to maintain the level
of customer service in the new branches, which may adversely affect our brand and reputation; (ix) difficulties arising
from coordinating and consolidating corporate and administrative functions, including integration of internal controls
and procedures; and (x) unforeseen legal, regulatory, property, labour or other issues. We cannot assure you that we
will be successful in achieving our target benchmark level of efficiency and productivity in our operations and across
our branch network. For further details, see “Our Business — Business Strategies - Focus on growing our business in
financially underpenetrated Low Income States” on page 143.

We have divested part of our MSME lending business (to an entity forming part of the Aavishkaar Group) and plan
to gradually exit that business. For further details, see “History and Certain Corporate Matters” beginning on page
169. If we do not effectively separate our branch network, IT systems, employees and customers from the part of the
MSME lending business that has been divested, or if we have residual liability pertaining to a high level of customer
defaults under the MSME loan portfolio, our business, financial condition and results of operations could be materially
and adversely affected.

18. Our business requires us to deal with large volumes of small value cash transactions exposing us to
operational risks including fraud, petty theft, embezzlement, or other misconduct.

We are exposed to operational risks, including fraud, petty theft, embezzlement, or other misconduct by employees
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or other third parties, as we handle a large volume of small value cash transactions. These risks are compounded due
to our business model, which involves a large amount of delegation of power and responsibilities to our employees
and third parties. Given the high volume of transactions processed by us, certain instances of fraud and misconduct
may go unnoticed before they are discovered and rectified, if at all. If we discover instances of fraud, theft or
misconduct, and pursue the crime to the full extent of the law or with our insurance providers, there can be no
assurance that we will recover the amounts in part or in full.

In Fiscals 2018, 2019 and 2020, and for the six months ended September 30, 2020, the total amount of fraud due to
cash embezzlement or theft was X3.75 million, 26.75 million, 328.21 million and X3.82 million, respectively. The
total amount of loans given against fictitious documents during the same periods was nil, 20.50 million, nil and 35.35
million, respectively. For details related to FIRs filed in connection with frauds, see “Outstanding Litigation and
Material Developments” beginning on page 326.

While we maintain an internal audit process to ensure that all internal policies and procedures are followed, generate
data and analyse such data to monitor financial and operational performance, and report deviations from our internal
protocols to our operations staff and management team, there can be no assurance that we will be able to completely
eliminate these operational risks. We have also integrated a large portion of our business operations with technology-
based tools and platforms to minimise the amount of cash handled, our dependence on technology and automated
systems to record and process transactions may further increase these operational risks. Fraud, petty theft,
embezzlement, or other misconduct may result from technical system flaws or employee tampering or manipulation
of those systems, which can be difficult to detect. Fraud, petty theft, embezzlement, or other misconduct could
adversely affect our operations and our financial position.

19. There are outstanding legal proceedings involving our Company, Promoters, and Directors. Any adverse
outcome in such legal proceedings may affect our business, results of operations and financial condition.

There are outstanding legal proceedings involving our Company, Promoters and Directors which are pending at
different levels of adjudication before various courts, tribunals and other authorities. Such proceedings could divert
the management’s time and attention and consume financial resources in their defence or prosecution. The amounts
claimed in these proceedings have been disclosed to the extent that such amounts are ascertainable and quantifiable
and include amounts claimed jointly and severally. Any unfavourable decision in connection with such proceedings,
individually or in the aggregate, could adversely affect our reputation, business, financial condition and results of
operations.

The summary of such outstanding material legal proceedings as of the date of this Draft Red Herring Prospectus is set
out below:

Total amount involved
Nature of cases No. of cases (in X million)®

Litigation involving our Company
Against our Company

Material litigation NIL NIL
Criminal cases 2 Not quantifiable
Action taken by statutory and regulatory authorities NIL NIL
Taxation cases 3 3.82
By our Company
Material litigation NIL NIL
Criminal cases 244 (including 177 criminal | 231.02* (including ¥208.38 million
complaints under Section 138 of in respect of criminal complaints
the Negotiable Instruments Act, under Section 138 of the

1881, as amended) Negotiable Instruments Act, 1881,
as amended)

Litigation involving our Directors
Against our Directors

Material litigation NIL NIL
Criminal cases 1 Not quantifiable
Action taken by statutory and regulatory authorities NIL NIL
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Total amount involved

Nature of cases No. of cases (in X million)®
Taxation cases NIL NIL
By our Directors
Material litigation NIL NIL
Criminal cases NIL NIL

Litigation involving our Promoters
Against our Promoters

Material litigation NIL NIL
Criminal cases NIL NIL
Action taken by statutory and regulatory authorities NIL NIL
Taxation cases 1 1.15
By our Promoters

Material litigation NIL NIL
Criminal cases NIL NIL

"To the extent ascertainable
* This amount includes an amount of ¥ 6.01 million for a criminal complaint filed by Intellecash. For further details, see “Outstanding Litigation
and Material Developments — Litigation Involving our Company — Criminal proceedings by Our Company” on page 3217.

We cannot assure you that any of these matters will be settled in favour of our Company, Promoters and Directors,
respectively, or that no additional liability will arise out of these proceedings. An adverse outcome in any of these
proceedings could have an adverse effect on our business, financial position, prospects, results of operations and our
reputation. For further details, see “Outstanding Litigation and Material Developments” on page 326.

20. Loans due within two years account for almost all of our loan portfolio, and a significant reduction in short
term loans may result in a corresponding decrease in our portfolio and financial position.

Most of the loans that we issue have a term of 12 to 24 months. The relatively short-term nature of our loans means
that the sustainability of our loan portfolio is less certain than if a larger portion of our loans had longer maturity. As
our customers may choose not to obtain new or additional loans from us, upon maturity of their existing loans, if
competition in the market increases. In such instances, our portfolio would run down and hence our resultant income
would be adversely affected.

21. If we are unable to measure or verify customer credit-worthiness or repayment ability data and information,
or if any misleading or inaccurate data or information is provided, our business may be adversely impacted.

We provide loans to financially underserved customers based on their credit-worthiness and repayment ability. We
measure and verify a prospective customer’s credit-worthiness and repayment ability by reviewing their credit history
using credit bureau data. However, our customers are often first-time loan seekers for whom there is no available
credit history or credit bureau data. Unlike certain developed economies, a nationwide credit bureau only become
operational in India in 2004, so there is less financial information available about individuals or SMEs. This means
that it is often difficult to analyse the credit risk of a prospective customer. Our customers are also, generally, not
financially literate and have a low-level of education, which means they often do not have up-to-date business records,
if at all. This also means that measuring and verifying their credit-worthiness and repayment ability may be difficult.
If we are unable to measure or verify such data and information, or if any misleading or inaccurate data or information
is provided, our business may be adversely impacted.

22. If any new products we launch are unsuccessful, it could harm our reputation and adversely affect our
results of operations.

As part of our growth strategy, our Company from time to time introduces new product offerings. For example, we
have introduced products to help our customers gain access to increased credit based on their past credit record as well
as in the wake of the COVID-19 pandemic. We may incur costs in the future when expanding our product range and
cannot guarantee that any new products will be successful. If any new products are unsuccessful, we may lose any or
all of the investments that we have made in promoting them, and, consequently, our reputation and results of operations
could be adversely affected.
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23. If the third parties with whom we engage do not perform, fail to comply with any obligation under their
agreements, or do not adhere to quality and standards requirements, our business may be adversely affected.

We rely on third parties to provide certain non-credit products which we cross-sell to our customers. If any of these
third parties do not perform, fail to comply with any obligation under their agreements, or do not adhere to applicable
quality and standards requirements, our customers may be dissatisfied, we may be unable to cross-sell products as
anticipated, and our business may be adversely affected. In turn, such events may also adversely impact the percentage
of our non-interest income as compared to the total income of our business.

In addition we rely on our inorganic partners in sourcing customers and collecting loan repayments and providers of
services under tie-ups (such as insurance products) to perform and comply with their respective obligations to us under
their agreements. If for any reason these third parties are unable to do so then our business, financial condition and
results of operations may be adversely affected.

24. We are yet to obtain consent from some of our lenders for the Offer and are subject to certain conditions and
restrictions in terms of our financing arrangements, which restrict our ability to conduct our business and
operations in the manner we desire. We have not been, and may continue to not be, in compliance with certain
financial covenants under certain of our financing agreements.

As of December 31, 2020, our outstanding borrowings were ¥43.76 billion. We will continue to incur additional
indebtedness in the future. Our level of indebtedness has important consequences to us, such as:

e increasing our vulnerability to general adverse economic, industry and competitive conditions;
o limiting our flexibility in planning for, or reacting to, changes in our business and the industry;
o affecting our credit ratings;

e availing new loans at higher interest rates;

¢ limiting our ability to borrow additional amounts in the future; and

e increasing our finance costs.

Our financing agreements contain restrictive covenants that require us to obtain prior approval from our lenders for,
among other things:

effecting any change in our capital structure;

amendments to the memorandum and articles of association of the Company;

formulating any scheme of amalgamation or reconstruction;

change in the management of the Company, including changes in the composition of the board of directors and

the key managerial personnel of the Company or making any drastic change in our management set-up or

constitution;

e investment by way of share capital or extending loans or advances or placing deposits with any other entity
(including our group companies and associate companies);

e approaching the capital markets for mobilising additional resources in the form of equity, including by taking
steps (such as obtaining the necessary regulatory approvals) to list the Equity Shares on the Stock Exchanges;

e declaration of dividend and distribution of profits;

e change in our business; and

e making any pre-payment of principal amounts due under our borrowing facilities.

Our Company has entered into several types of borrowing facilities of varying terms and tenures from lenders. For
details, see “Financial Indebtedness” on page 278. Our Company sought to obtain the relevant consent in relation to
the Offer, from the respective lenders in advance of the date of this Draft Red Herring Prospectus. While we have
obtained lender consents from most of our lenders, however, as of the date of this Draft Red Herring Prospectus, we
are yet to receive consent from certain of our lenders. Our Company proposes to obtain such consents prior to filing
the Red Herring Prospectus with the RoC. Undertaking any of the above including the Offer without such consents
constitutes a default under the relevant financing documents.
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In addition, on account on the impact of the COVID-19 pandemic on our business, our Company has in the past not
been in compliance, and may continue to be non-compliant, with certain financial covenants under certain of its
financing agreements with lenders, including PAR30, PAR60, PAR90, Gross NPA and interest coverage ratio at an
agreed level. As of the date of this Draft Red Herring Prospectus, none of our lenders have issued any notice of default
or required us to repay any part of our borrowings on account of such non-compliance. However, there can be no
assurance that our lenders will not, in the future, seek to enforce their rights in respect of any past, present or future
breaches or that we will be able to obtain any waivers from any or all lenders. While we have obtained waivers for
any breaches or non-compliance with loan covenants in the past from certain lenders or paid penal interest to certain
other lenders, we are yet to obtain waivers from other lenders in connection with the above non-compliance. In the
absence of waivers for any non-compliance of the covenants, we may continue to be in default of the covenants and
our lenders have the right to, among others, declare all amounts outstanding under the relevant loan agreements
immediately due and payable together with accrued and unpaid interest (which could result in up to all our outstanding
borrowings becoming due and payable) or to convert the loans into equity shares.

Such non-receipt of consent and/or non-compliances with loan covenants by the Company would constitute an event
of default under the relevant financing agreements which could further trigger cross-defaults under other loan
agreements, and would entitle the respective lenders to declare a default against our Company and enforce remedies
under the terms of the financing documents, that include, among others, acceleration in repayment of the amounts
outstanding under the financing documents, the right to convert the loan into equity, enforcement of any security
interest created under the financing documents, and taking possession of the assets given as security in respect of the
financing documents. A default by our Company under the terms of any financing document may also trigger a cross-
default under some of the other financing documents of our Company, or any other agreements or instruments of our
Company containing a cross-default provision, which may individually or in aggregate, have an adverse effect on our
operations, financial position and credit rating. If the lenders of a material amount of the outstanding loans declare
an event of default simultaneously, our Company may be unable to pay its debts when they fall due.

25. We are subject to credit, market and liquidity risks including in respect of our residual MSME lending
business. If any such risk were to materialise, our credit ratings and our cost of funds may be adversely
affected.

We may not be able to effectively mitigate our risk exposures in particular market environments or against particular
types of risks. Our revenues and market risk are dependent upon our ability to properly identify, and mark to market,
changes in the value of financial instruments caused by changes in market prices or rates. Our earnings are dependent
upon our effectiveness in managing credit quality and risk concentrations, the accuracy of our valuation models and
our critical accounting estimates and the adequacy of our allowances for impairment of financial instruments. To the
extent that our assessments, assumptions or estimates prove inaccurate or are not predictive of actual results, we could
incur higher than anticipated losses. The successful management of credit, market and operational risk is an important
consideration in managing our liquidity risk because it affects the evaluation of our credit ratings by rating agencies.

We also are exposed to credit risk arising from the risk of default and non-payment by borrowers and other
counterparties under our residual MSME lending business. We have divested part of our MSME lending business (to
an entity forming part of the Aavishkaar Group) and plan to gradually exit that business. For further details, see
“History and Certain Corporate Matters” beginning on page 169. As of September 30, 2020, the total portfolio
outstanding of our MSME customers was %1,806.40 million. Certain of our MSME borrowers may be dependent on
receiving timely payment from their customers for the services that they provide in order to repay the principal and
interest on the loans we provide to them. As such, any material delay in receipt of payment from their customers for
any reason could adversely affect the ability of our borrowers to meet their obligations to us. There also can be no
assurance that our planned exit from our MSME lending business will occur in a timely manner or will not require
additional approvals beyond those we anticipate currently. Further, our revenues will be negatively impacted to the
extent of the revenues from our MSME lending business, owing to the divestment.

26. An inability to develop or implement effective risk management frameworks could expose us to
unidentified risks or unanticipated levels of risk.

While we have implemented various risk management frameworks, there can be no assurance that such frameworks
will be effective in identifying or addressing all possible risks or levels of risk, including risks associated with liquidity,
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interest rates, credit, currency and exchange rate fluctuations, operations, and technical and legal matters, that we
encounter in our business and operations. In addition, there can be no assurance that our risk management frameworks
are as comprehensive as those implemented by other financial institutions, which could expose us to more risks than
our competitors.

Our risk management frameworks are based, among other considerations, on historical market behaviour, information
regarding borrowers, and market knowledge. The effectiveness of our risk management is therefore limited by the
quality and timeliness of available data. Consequently, our frameworks may not predict future risk exposures that
could vary from or be greater than that indicated by historical measures. In addition, risk related data and information
available to us may not be accurate, complete, up-to-date or properly evaluated. Our risk management frameworks
may also not be fully effective in mitigating risks in all market environments or against all types of risk, including
risks that are unidentified or unanticipated. Some of our risk management systems are not automated and are subject
to human error.

Our risk management frameworks are also influenced by applicable law, regulations and policies of the Government
of India. If there is any development by the Government of India in applicable law, regulations or policies, our risk
management frameworks may be inadequate or ineffective in addressing risks that arise as a consequence of such
changes and in turn this could adversely affect our business and operations. Further, some of our risk management
strategies may not be effective in a difficult or less liquid market environment, where other market participants may
be attempting to use the same or similar strategies to deal with difficult market conditions. In such circumstances, it
may be difficult for us to reduce our risk position due to the activity of other market participants.

27. Our inability to protect or use our intellectual property rights may adversely affect our business.

Our name and trademarks are significant to our business and operations and any use by third parties could adversely
affect our reputation, which could in turn adversely affect our financial performance and the market price of the Equity
Shares. We have applied for post-registration changes in our trademark, in relation to our current trademark and logo
(i.e., as used on the cover page of this Draft Red Herring Prospectus) under the relevant class. For details, see
“Government and Other Approvals” on page 335.

It is possible that third parties may copy or otherwise infringe on our rights, which may have an adverse effect on our
business, reputation, results of operations, cash flows and financial condition. We may not be able to prevent
infringement of such trademarks and a passing-off action may not provide sufficient protection until such time the
applicable registrations are granted. We may also be susceptible to claims from third parties asserting infringement
and other related claims. If such claims are raised in the future, these claims could result in costly litigation, divert
management’s attention and resources, and may subject us to significant liabilities. Any of the foregoing could have
an adverse effect on our business, results of operations and financial condition.

28. Our Promoters, Directors and key management personnel may have interests other than reimbursement of
expenses incurred and normal remuneration or benefits.

Our Promoters, Directors and key management personnel may be interested in our Company to the extent of the
Equity Shares and/or employee stock options held by them in our Company, and any dividends, bonuses or other
distributions on such Equity Shares. For further details on our shareholding, see “ Capital Structure” on page 68.

29. Some of our Directors and Promoters may have interests in entities, which are in businesses similar to
ours and this may result in conflicts of interest with us.

As of the date of this Draft Red Herring Prospectus, some of our Directors namely, Shri Ram Meena, Matangi
Gowrishankar, Dinesh Kumar Mittal, Vineet Chandra Rai and Kasper Svarrer have interests in entities that are
engaged in businesses similar to ours. Commercial transactions in the future between us and related parties may result
in conflicting interests which could have an adverse effect on our operations. Further there is no assurance that our
Directors will not provide competitive services or otherwise compete in business lines in which we are already present
or will enter into in future. Such factors may have an adverse effect on the results of our operations and financial
condition.
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30. We may not be able to detect money-laundering and other illegal or improper activities fully or on a timely
basis, which could expose us to additional liability and harm our business or reputation.

We are required to comply with applicable AML and anti-terrorism laws and other regulations in India. In the ordinary
course of our operations, we run the risk of failing to comply with the prescribed KYC procedures and the consequent
risk of fraud and money laundering by dishonest customers and assessment of penalties or imposition of sanctions
against us for such compliance failures despite having implemented systems and controls designed to prevent the
occurrence of these risks. Although we believe that we have adequate internal policies, procedures and controls in
place to prevent and detect any money-laundering activity and ensure KYC compliance, there can be no assurance
that these will be effective in all instances. We may accordingly be subject to regulatory actions including imposition
of fines and other penalties by the RBI and other relevant governmental authorities to whom we report.

If any party uses or attempts to use us for money laundering or any other illegal or improper purposes and such
attempts are not detected or reported to the appropriate authorities in accordance with applicable law, our reputation
could suffer and our business, financial condition, reputation and results of operations could be materially and
adversely affected.

31. Our results of operations could be adversely affected by any disputes with our employees or our customers.

As of the date of this Draft Red Herring Prospectus, our Company did not have any labour union. However, there can
be no assurance that our employees will not unionise in the future. If the employees unionise, it may become difficult
to maintain flexible labour policies, and could result in high labour costs, which could adversely affect our business
and results of operations.

While we believe that we maintain good relationships with our employees, there can be no assurance that we will not
experience future disruptions to our operations due to disputes or other problems with our work force, which may
adversely affect our business and results of operations. While we also believe that we maintain good relationships
with our customers, there can be no assurance that we will not experience future disruptions to our operations and
results due to legal disputes or other problems with our customers, which could adversely affect our business and
results of operations.

32. Misconduct by our employees, or our customers, could adversely affect our reputation and our results of
operations, among others.

In the past, we have been subject to misconduct by our employees. Misconduct by our employees could include
binding us to transactions that exceed authorised limits or present unacceptable risks or concealing unauthorised or
unlawful activities from us. Employee misconduct could also involve the improper use or disclosure of confidential
information, sexual harassment and other offences, which could result in regulatory sanctions and serious reputational
or financial harm. It is not always possible to deter misconduct by employees and customers and the precautions we
take and the systems we have implemented to prevent and deter such activities may not be effective in all cases. Any
instances of such misconduct could adversely affect our reputation, business, results of operations and financial
condition.

33. Our insurance coverage may not adequately protect us against losses and successful claims that exceed
our insurance coverage could harm our results of operations and diminish our financial position.

We maintain such insurance coverage of the type and in amounts that we believe is adequate for our operations. For
further details, see “Our Business — Insurance” on page 158. Our insurance policies, however, may not provide
adequate coverage in certain circumstances and are subject to certain deductibles, exclusions and limits on coverage.
We maintain general liability insurance coverage, including coverage for errors or omissions. We cannot, however,
assure you that the terms of our insurance policies will be adequate to cover any damage or loss suffered by us or that
such coverage will continue to be available on reasonable terms or will be available in sufficient amounts to cover one
or more large claims, or that the insurer will not disclaim coverage as to any future claim. In addition, there are various
types of risks and losses for which we do not maintain insurance because they are either uninsurable or because
insurance is not available to us on acceptable terms.
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A successful assertion of one or more large claims against us that exceeds our available insurance coverage or changes
in our insurance policies, including premium increases or the imposition of a larger deductible or co-insurance
requirement, could adversely affect our business, financial condition and results of operations.

34. Our business is subject to seasonality, which may contribute to fluctuations in our results of operations
and financial condition.

Our business is subject to seasonality as we typically see higher borrowings by our customers during the third
and fourth quarter of each financial year. We also typically have higher drawdowns under our facilities in the
third and fourth quarters of each fiscal. Accordingly, our results of operations in one quarter may not accurately
reflect the trends for the entire fiscal and may not be comparable with our results of operations for other quarters.

35. We may face difficulties and incur additional expenses in operating in non-urban areas, where infrastructure
may be limited.

A significant number of our customers are located in Low Income States and non-urban areas in India, which may
have limited infrastructure, particularly for transportation, electricity and internet bandwidth. We may also face
difficulties in conducting operations, transporting our personnel and equipment and implementing technology
measures in such areas. There may also be increased costs in conducting our business and operations, implementing
security measures and expanding our reach. We cannot assure you that such costs will not be incurred or will not
increase in the future as we expand our business in non-urban markets and such increased costs could adversely affect
our profitability.

36. We utilise the services of certain third parties for our support functions. Any deficiency or interruption in
their services could adversely affect our business and reputation.

We engage third party service providers from time to time for support functions particularly technology services.
Our ability to control the manner in which services are provided by third parties is limited. We may be held liable
on account of any deficiency of services on the part of such service providers. We cannot assure you that we will
be successful in continuing to receive uninterrupted and quality services from third parties. Any disruption or
inefficiency in the services provided by third parties could affect our business and reputation.

37. All our premises are on lease. Non-renewal or dispute with lessor may lead to disruption of business and
cost associated with shifting of branch office.

We have entered into lease agreements for all our premises including the Registered and Corporate Office of our
Company. There can be no assurance that we will be able to renew these leasing arrangements at commercially
favourable terms, or at all. If we are unable to renew all or any of our leasing arrangements, it may cause disruptions
in our business and we may incur substantial costs associated with shifting of our offices, all of which may adversely
affect our operations and financial condition.

38. Any increase in or realisation of our contingent liabilities could adversely affect our financial condition.

As of September 30, 2020, our Restated Financial Information disclosed and reflected the following contingent
liabilities and commitments:

Particulars (in T million)

Corporate Guarantee provided to a bank towards partnership agreement 7.50
Demand for income tax received from income tax authorities 3.82
Total 11.32

If at any time we are compelled to pay all or a material proportion of these contingent liabilities, it would have a
material and adverse effect on our business, future financial performance and results of operations. For further details,
see “Financial Statements” beginning on page 202.
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39. We have had negative net cash flows from operations in the past and may continue to have negative cash
flows in the future.

The following table sets forth our cash flow for the periods indicated:
(in ¥ million)

Particulars As on September Fiscal 2020 Fiscal 2019 Fiscal 2018
30, 2020
Net cash (used in) operating activities (89.27) (7,614.04) (13,085.90) (10,576.37)
Net cash (used in) investing activities (9.66)
: (47.45) (55.11) (33.81)
Net cash generated from financing 4,689.38 12,807.26 13,293.26 10,350.68

activities

Negative cash flows over extended periods or significant negative cash flows in the short term, could materially impact
our ability to operate our business and implement our growth plans. For further details, see “Financial Statements”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” beginning on pages
202 and 280, respectively.

40. Our Company has issued Equity Shares during the preceding one year at a price that may be below the Offer
Price.

In the preceding one year from the date of this Draft Red Herring Prospectus, our Company has issued Equity Shares,
at a price that may be lower than the Offer Price. The price at which Equity Shares have been issued by our Company
in the preceding one year is not indicative of the price at which they will be issued or traded. For more information,
see “Capital Structure” on page 68.

41. Some of our corporate records and regulatory filings, including those relating to allotments of our Equity
Shares in the past are not traceable.

Certain corporate records of and regulatory filings made by our Company, including those in relation to certain: (i)
changes to the authorised share capital of our Company; (ii) allotments of Equity Shares by our Company; and (iii)
changes to the Memorandum of Association of our Company, are not traceable. In particular, corporate records and
regulatory filings in relation to allotments of Equity Shares since the date of incorporation of our Company until 2006
are not available. Such untraceable corporate records and requisite filings required to be made with regulatory
authorities pertain to actions including, but not limited to:

0] allotment of 242,200 Equity Shares between September 28, 1991 and September 22, 1993;
(i) allotment of 757,800 Equity Shares between September 23, 1993 and October 31, 1994;
(iii) allotment of 124,500 Equity Shares between November 1, 1994 and September 28, 2001;

(iv) change in name of our Company to ‘ANG Resources Limited’ pursuant to conversion from private limited
company to a public limited company pursuant to resolution passed by our Shareholders on August 14, 1995;
and

(V) increase in our authorized share capital since our incorporation until September 30, 1996

We have conducted an extensive search of our records with the RoC. However, we have not been able to retrieve such
documents, and accordingly, have relied on other documents, including annual returns filed by our Company for
corroborating the share capital history and relevant corporate actions of our Company. Additionally, we are also unable
to trace certain other documents such as the board resolutions for the amendments made to the MoA in the board
meetings held on July 31, 2012, September 19, 2013 and March 10, 2015 and a shareholders resolution for allotment
of shares on October 4, 2013.

We cannot assure you that the above form filings and resolutions will be available in the future. We also cannot assure
you that we will not be subject to any penalty imposed by the regulatory authorities in this respect.
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42. The trading in our NCDs may be limited or sporadic, which may affect our ability to raise debt financing in
future.

Our NCD:s are listed on the debt segment of the BSE. Trading in our NCDs has been limited and we cannot assure
you that the NCDs will be frequently traded on the BSE or that there would be any market for the NCDs. Further, we
cannot predict if and to what extent a secondary market may develop for the NCDs or at what price the NCDs will
trade in the secondary market or whether such market will be liquid or illiquid.

43. We have in this Draft Red Herring Prospectus included certain non-GAAP financial measures and certain
other selected statistical information related to our operations and financial performance. These non-GAAP
measures and statistical information may vary from any standard methodology that is applicable across the
financial services industry, and therefore, may not be comparable with financial or statistical information of
similar nomenclature computed and presented by other financial services companies.

Certain non-GAAP financial measures and certain other statistical information relating to our operations and financial
performance have been included in this section and elsewhere in this Draft Red Herring Prospectus. We compute and
disclose such non-GAAP financial measures and such other statistical information relating to our operations and
financial performance as we consider such information to be useful measures of our business and financial
performance. For further information, see “Selected Statistical Information” on page 316. These non-GAAP financial
measures and other statistical and other information relating to our operations and financial performance may not be
computed on the basis of any standard methodology that is applicable across the industry and therefore, may not be
comparable to financial measures and statistical information of similar nomenclature that may be computed and
presented by other NBFCs and financial services companies.

44, We have in the past entered into related party transactions and will continue to do so in the future, which may
potentially involve conflicts of interest with the equity shareholders.

We have entered into certain transactions with related parties and may continue to do so in future. For details of related
party transactions entered into by our Company during the last Fiscal and the nature of transactions, see “Financial
Statements - Related Party Transactions” beginning on page 202. For a summary of such related party transactions,
see “Offer Document Summary — Summary of related party transactions” beginning on page 13.

While we believe that all such transactions have been conducted on an arm’s length basis and contain commercially
reasonable terms, we cannot assure you that we could not have achieved more favourable terms had such transactions
been entered into with unrelated parties. It is likely that we will enter into related party transactions in the future.
Although all related party transactions that we may enter into will be subject to Audit Committee or Board or
shareholder approval, as necessary under the Companies Act, 2013 and the SEBI Listing Regulations, we cannot
assure you that such transactions, individually or in aggregate, will not have an adverse effect on our financial
condition and results of operations or that we could not have achieved more favourable terms if such transactions had
not been entered into with related parties.

45. We may be classified as a passive foreign investment company, or PFIC, for United States federal income tax
purposes, which could subject United States investors in our Equity Shares to materially adverse United States
federal income tax consequences.

A foreign corporation will be a PFIC in any taxable year in which, after taking into account the income and assets of
the corporation and certain subsidiaries pursuant to applicable “look-through rules,” either (i) at least 75.00% of its
gross income is “passive income” or (ii) at least 50.00% of the average value of its assets is attributable to assets which
produce passive income or are held for the production of passive income. The Company does not believe that it should
be treated as, and does not expect to become, a PFIC for the United States’ federal income tax purposes but the
Company’s possible status as a PFIC must be determined annually and therefore may be subject to change. This
determination will depend in part on whether the Company continues to earn substantial amounts of operating income,
as well as on the market valuation of the Company’s assets and the Company’s spending schedule for its cash balances
and the proceeds of the Offer. If the Company were to be treated as a PFIC, U.S. holders of Equity Shares would be
required (i) to pay a special U.S. addition to tax on certain distributions and gains on sale and (ii) to pay tax on any
gain from the sale of Equity Shares at ordinary income (rather than capital gains) rates in addition to paying the special
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addition to tax on this gain.

46. We have commissioned a third party industry report which has been used for industry related data in this
Draft Red Herring Prospectus and such data has not been independently verified by us.

We have commissioned a third party industry report which has been used by us for the purpose of confirming our
understanding of the industry in connection with the Offer, for industry related data that has been disclosed in this
Draft Red Herring Prospectus.

The report uses certain methodologies for market sizing and forecasting. We have not independently verified such
data and therefore, while we believe the data to be true, we cannot assure you that it is complete or reliable.
Accordingly, investors should read the industry related disclosure in this Draft Red Herring Prospectus in this context.

Industry sources and publications are also prepared based on information as of specific dates and may no longer be
current or reflect current trends. Industry sources and publications may also base their information on estimates,
projections, forecasts and assumptions that may prove to be incorrect. While industry sources take due care and caution
while preparing their reports, they do not guarantee the accuracy, adequacy or completeness of the data. Accordingly,
investors should not place undue reliance on, or base their investment decision solely on this information.

EXTERNAL RISK FACTORS

47. Changing laws, rules and regulations and legal uncertainties, including adverse application or
interpretation of corporate and tax laws, may adversely affect our business, prospects and results of
operations.

The regulatory and policy environment in which we operate is evolving and subject to change. Our business and
financial performance could be adversely affected by unfavourable changes in or interpretations of existing, or the
promulgation of, new, laws, rules and regulations applicable to us and our business. In such instances, and including
the instances mentioned below, our business, results of operations and prospects may be adversely impacted, to the
extent that we are unable to suitably respond to and comply with any such changes in applicable law and policy. Any
political instability in India, such as corruption, scandals and protests against certain economic reforms, which have
occurred in the past, could slow the pace of liberalisation and deregulation. The rate of economic liberalisation could
change, and specific laws and policies affecting foreign investment, currency exchange rates and other matters
affecting investment in India could change as well.

The Government of India implemented a new law relating to social security and wages in September 2020, the Code
for Social Security, which takes effect from April 1, 2021 (the “Social Security Code”). This code will impact overall
employee expenses and, in turn, could impact the profitability of our Company. Under the Social Security Code, a
new concept of deemed remuneration has been introduced, such that where an employee receives more than half (or
such other percentage as may be notified by the Central Government), of their total remuneration in the form of
allowances and other amounts that are not included within the definition of wages under the Social Security Code, the
excess amount received shall be deemed as remuneration and accordingly be added to wages for the purposes of the
Social Security Code and the compulsory contribution to be made towards the employees’ provident fund. As an
immediate consequence, the Social Security Code could increase the financial burden on the employer, which may
impact profitability.

On December 30, 2020, the Assam legislative assembly unanimously passed The Assam Bill which aims to regulate
money lending activities of Money Lenders operating in the state. As on September 30, 2020, Assam constituted
19.73% of our total GLP. The Assam Bill, among others, provides that: (i) all Money Lenders must register themselves
and disclose all the details as specified in the Assam Bill; (ii) the registration shall only be valid for two years, and
must be renewed by the Money Lenders to continue operations in the state of Assam; (iii) the registration of the Money
Lenders may be cancelled by the authority at any time, either of its own accord or on receipt of a complaint from a
borrower. As at the date of filing this Draft Red Herring Prospectus, the bill has not been enacted and has not taken
effect. We are therefore unsure what impact this bill could have on our business, or the microfinance industry more
broadly, in the state of Assam. We are also unsure whether other state legislative assemblies, in particular in the states
in which we operate in India, may table similar bills in the future. For further details on the Assam Bill, see “Key
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Regulations and Policies” on page 160.

Further, the RBI has released a discussion paper titled “Revised Regulatory Framework for NBFCs — A Scale Based
Approach” dated January 22, 2021 and has requested public comments thereon. The discussion paper sets out the
discussions for the proposed revisions to the existing regulatory framework applicable to NBFCs. If the discussion
paper results in revised regulations and a new regulatory framework for NBFCs, the Company will need to abide by
these, and our Company may incur increased costs relating to compliance with the new requirements. Any additional
compliances in relation to listing, corporate governance and disclosure requirements as discussed in the
aforementioned discussion paper, may lead our Company to incur increased costs and other burdens relating to
compliance with the new requirements, which may also require significant management time and other resources, and
any failure to comply may adversely affect our business, results of operations and prospects. For further details on the
discussion paper, see “Key Regulations and Policies” on page 160.

In November 2016, the Indian government announced the demonetisation of bank notes of ¥500.00 and X1,000.00.
Around 86.00% of Indian currency in terms of value was removed from circulation. The GLP of the MFI industry fell
significantly alongside disbursements. NBFC-MFIs and SFBs observed significant deterioration in their asset quality
as a result. (Source: CRISIL) Demonetisation also impacted our results of operations and our Company recorded
impairment charges driven primarily by such impact.

The application of various Indian tax laws, rules and regulations to our business, currently or in the future, is subject
to interpretation by the applicable taxation authorities. For instance, the Government of India implemented a
comprehensive national goods and services tax (“GST”) regime with effect from July 1, 2017 that combines taxes and
levies by the central and state governments into a unified rate structure. Several provisions of the GST regime are
currently ambiguous and there can be no assurance that future clarifications by the Government of India on the GST
regime would be favourable to us. If such tax laws, rules and regulations are amended, new adverse laws, rules or
regulations are adopted or current laws are interpreted adversely to our interests, the results could increase our tax
payments (prospectively or retrospectively) and/or subject us to penalties. The General Anti-Avoidance Rules
(“GAAR?) also became effective from April 1, 2017. The tax consequences of the GAAR provisions being applied
to an arrangement could result in denial of tax benefit amongst other consequences. In the absence of any precedents
on the subject, the application of these provisions is uncertain and may or may not have an adverse tax impact on us.
Furthermore, changes in capital gains tax or tax on capital market transactions or the sale of shares could affect investor
returns. As a result, any such changes or interpretations could have an adverse effect on our business and financial
performance. For further discussion on capital gains tax, see “-- You may be subject to Indian taxes arising out of
capital gains on the sale of the Equity Shares” on page 48.

There can be no assurance that the Government of India will not implement new regulations and policies requiring us
to obtain approvals and licences from the Government of India or other regulatory bodies, or impose onerous
requirements and conditions on our operations. Any such changes and the related uncertainties with respect to the
applicability, interpretation and implementation of any amendment or change to governing laws, regulation or policy,
including by reason of an absence, or a limited body, of administrative or judicial precedent in the jurisdictions in
which we operate may be time consuming as well as costly for us to resolve and may impact the viability of our current
business or restrict our ability to grow our business in the future. It may also have a material adverse effect on our
business, financial condition, cash flows and results of operations. In addition, we may have to incur expenditures to
comply with the requirements of any new regulations, which could materially harm our results of operations or cash
flows. Any unfavourable changes to the laws and regulations applicable to us could also subject us to additional
liabilities.

We are unable to determine the impact of any changes in or interpretations of existing, or the promulgation of, new,
laws, rules and regulations applicable to us and our business. If that was to occur it could result in us, our business,
operations or group structure being deemed to be in contravention of such laws and/or may require us to apply for
additional approvals. We may incur increased costs and other burdens relating to compliance with such new
requirements, which may also require significant management time and other resources, and any failure to comply
may adversely affect our business, results of operations and prospects. Uncertainty in the applicability, interpretation
or implementation of any amendment to, or change in, governing law, regulation or policy, including by reason of an
absence, or a limited body, of administrative or judicial precedent may be time consuming as well as costly for us to
resolve and may impact the viability of our current business or restrict our ability to grow our business in the future.
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48. Recent global economic conditions have been challenging and continue to affect the Indian market, which
may adversely affect our business, financial condition, results of operations and prospects.

The Indian economy and its securities markets are influenced by economic developments and volatility in securities
markets in other countries. Investors’ reactions to developments in one country may have adverse effects on the market
price of securities of companies located in other countries, including India. The ongoing COVID-19 pandemic has
caused an economic downturn in several major economies and generated volatility in, and general adverse impact on,
the global securities markets, including in India; further, it is not possible for us to predict the extent and duration of
this volatility and adverse impact on the global or Indian securities markets, including any possible impact on our
Equity Shares. For further discussion on COVID-19, see "-- The COVID-19 pandemic, or any future pandemic or
widespread public health emergency or outbreak of disease, could materially and adversely impact our business,
financial condition, cash flows and results of operations” on page 29. Negative economic developments, such as rising
fiscal or trade deficits, or a default on national debt, in other emerging market countries may also affect investor
confidence and cause increased volatility in Indian securities markets and indirectly affect the Indian economy in
general. Any worldwide financial instability could also have a negative impact on the Indian economy, including the
movement of exchange rates and interest rates in India and could then adversely affect our business, financial
performance and the price of our Equity Shares.

Large budget deficits and rising public debts in recent years, for example in Europe have, triggered sovereign debt
finance crises that resulted in the bailouts of European economies and elevated the risk of government debt defaults,
forcing governments to undertake aggressive budget cuts and austerity measures, in turn underscoring the risk of
global economic and financial market volatility. Financial markets and the supply of credit could continue to be
negatively impacted by ongoing concerns surrounding the sovereign debts and/or fiscal deficits of several countries
in Europe, the possibility of further downgrades of, or defaults on, sovereign debt, concerns about a slowdown in
growth in certain economies and uncertainties regarding the stability and overall standing of the European Monetary
Union. Increased budget deficits and the incurrence of additional public debt in Europe and other developed markets
as a result of the COVID-19 pandemic may exacerbate these risks and uncertainties.

Further deterioration in the global economy as a result of COVID-19 or otherwise, or the perception that such
deterioration could occur, may continue to have an adverse effect on global economic conditions and the stability of
global financial markets, and may significantly reduce global market liquidity and restrict the ability of key market
participants to operate in certain financial markets. Any of these factors could depress economic activity and restrict
our access to capital, which could have an adverse effect on our business, financial condition, cash flows and results
of operations and reduce the price of our Equity Shares. Any financial disruption could have an adverse effect on our
business, future financial performance, shareholders’ equity and the price of our Equity Shares.

49. Any downgrading of India’s debt rating by an international rating agency could have a negative impact on
our business and financial performance.

India’s sovereign debt rating could be downgraded due to various factors, including changes in tax or fiscal policy or
a decline in India’s foreign exchange reserves, which are outside the Company's control. Any adverse revisions to
India’s credit ratings by international rating agencies may adversely affect our ratings, terms on which we are able to
raise additional finances or refinance any existing indebtedness. This could have an adverse effect on our business
growth and financial performance, ability to obtain financing and the price of the Equity Shares.

50. Financial difficulty and other problems in certain financial and other non-banking financial institutions in
India could materially adversely affect our business and the price of our Equity Shares.

We are exposed to the risks of the Indian financial system. The financial difficulties faced by certain Indian financial
and non-banking financial institutions could materially adversely affect our business because the commercial
soundness of many financial institutions may be closely related as a result of credit, trading, clearing or other
relationships. Such “systemic risk”, may materially adversely affect financial intermediaries, such as clearing
agencies, banks, NBFCs, securities firms and exchanges with which we interact on a daily basis. Any such difficulties
or instability of the Indian financial system in general could create an adverse market perception about Indian
financial institutions and banks and materially adversely affect our business. Our transactions with these financial
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institutions and other non-banking financial institutions expose us to various risks in the event of default by a
counterparty, which can be exacerbated during periods of market illiquidity.

RISKS RELATING TO THE OFFER AND THE EQUITY SHARES

51. Our Equity Shares have never been publicly traded, and may experience price and volume fluctuations
following the completion of the Offer. Further, our Equity Shares may not result in an active or liquid market
and the price of our Equity Shares may be volatile and you may be unable to resell your Equity Shares at or
above the Offer Price or at all. The Offer Price is also not indicative of the market price of the Equity Shares.

Prior to the Offer, there has been no public market for our Equity Shares, and an active trading market may not develop
or be sustained after the Offer. Listing and quotation does not guarantee that a market for our Equity Shares will
develop or, if developed, does not guarantee the liquidity of such market for the Equity Shares. Investors might not be
able to rapidly sell the Equity Shares at the quoted price if there is no active trading in the Equity Shares. The Offer
Price of the Equity Shares has been determined by our Company and the Selling Shareholders in consultation with the
BRLMs through the Book Building Process. The Offer Price will be based on numerous factors, including certain
qualitative and quantitative factors, the basic and diluted earnings per share, price earnings ratio in relation to the offer
price per equity share of the face value, comparison with listed industry peers, if any, and return on net worth as
described under “Basis for Offer Price” beginning on page 92 and may not be indicative of the market price for the
Equity Shares after the Offer.

The market price of the Equity Shares may fluctuate as a result of, among other things, the following factors, some of
which are beyond our control:

. quarterly variations in our results of operations;

. results of operations that vary from the expectations of securities analysts and investors;

. results of operations that vary from those of our competitors;

. changes in expectations as to our future financial performance, including financial estimates by research
analysts and investors;

. a change in research analysts’ recommendations;

. announcements by us or our competitors of significant acquisitions, strategic alliances, joint operations or

capital commitments; announcements by third parties or governmental entities of significant claims or
proceedings against us;

developments relating to our peer companies in our industry;

new laws and governmental regulations applicable to our industry;
additions or departures of key management personnel;

changes in exchange rates;

speculative trading in the Equity Shares;

investor perception of us and the industry in which we operate;

the public’s reaction to our press releases and adverse media reports;
changes in the price of conventional and renewable energy;
fluctuations in stock market prices and volume; and

general economic and stock market conditions.

Changes in relation to any of the factors listed above could adversely affect the price of the Equity Shares. The market
price of the Equity Shares may decline below the Offer Price and investors may not be able to re-sell Equity Shares at
or above the Offer Price resulting in a loss of all or part of the investment.

52. Our ability to pay dividends in the future will depend on our earnings, financial condition, cash flows,
capital requirements, capital expenditures and restrictive covenants of our financing arrangements.

We have not paid any dividends on our Equity Shares in the last three Fiscals. Our ability to pay dividends in the
future will depend on our earnings, financial condition, cash flows, capital requirements and restrictive covenants of
our financing arrangements. Any future determination as to the declaration and payment of dividends will be at the
discretion of our Board in accordance with applicable law, and subject to approval of shareholders. The quantum of
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dividend to be distributed, if any, will depend on a number of factors, including profit earned during the current
financial year, overall financial conditions, cash flows, capital requirements, business prospects and expansion plans,
cost of raising funds from alternative sources, restrictive covenants under our financing arrangements, money market
conditions, and macro-economic conditions. We cannot assure you that we will be able to pay dividends at any point
in the future. We may also decide to retain all of our earnings to finance the development and expansion of our business
and, therefore, may not declare dividends on our Equity Shares. For further details, see “Dividend Policy” on page
201.

53. You may be subject to Indian taxes arising out of capital gains on the sale of the Equity Shares.

Under the current Indian tax laws and unless specifically exempted, capital gains arising from the sale of equity shares
in an Indian company are generally taxable in India. However, any gain realised on the sale of listed equity shares on
before March 31, 2018 on a stock exchange held for more than 12 months will not be subject to capital gains tax in
India if Securities Transaction tax (“STT”) is paid on the sale transaction and additionally, as stipulated by the Finance
Act, 2017, STT had been paid at the time of acquisition of such equity shares on or after October 1, 2004, except in
the case of such acquisitions of equity shares which are not subject to STT, as notified by the Central Government
under notification no. 43/2017/F. No. 370142/09/2017- TPL on June 5, 2017. However, the Finance Act, 2018, has
now levied taxes on such long term capital gains exceeding 3100,000.00 arising from sale of equity shares on or after
April 1, 2018, while continuing to exempt the unrealised capital gains earned up to January 31, 2018 on such equity
shares subject to specific conditions. Accordingly, you may be subject to payment of long term capital gains tax in
India, in addition to payment of STT, on the sale of any equity shares held for more than 12 months. STT will be
levied on and collected by a domestic stock exchange on which the equity shares are sold.

Further, any gain realised on the sale of listed equity shares held for a period of 12 months or less will be subject to
short term capital gains tax at in India. Capital gains arising from the sale of equity shares will be exempt from taxation
in India in cases where an exemption is provided under a treaty between India and the country of which the seller is a
resident. Generally, Indian tax treaties do not limit India’s ability to impose tax on capital gains. As a result, residents
of other countries may be liable for tax in India as well as in their own jurisdictions on gains arising from a sale of
equity shares.

54. Investors will not be able to sell immediately on an Indian stock exchange any of the Equity Shares they
purchase in the Offer.

The Equity Shares will be listed on the Stock Exchanges. Pursuant to applicable Indian laws, certain actions must be
completed before the Equity Shares can be listed and trading in the Equity Shares may commence. Investors' book
entry, or ‘demat’ accounts with depository participants in India, are expected to be credited with the Equity Shares
within one working day of the date on which the Basis of Allotment is approved by the Stock Exchanges. The
Allotment of Equity Shares in this Offer and the credit of such Equity Shares to the applicant’s demat account with
depository participant could take approximately six working days from the Bid Closing Date (or such other period as
prescribed under applicable laws) and trading in the Equity Shares upon receipt of final listing and trading approvals
from the Stock Exchanges is expected to commence within six working day of the Bid Closing Date (or such other
period as prescribed under applicable laws). There could be a failure or delay in listing of the Equity Shares on the
Stock Exchanges. Any failure or delay in obtaining the approval or otherwise any delay in commencing trading in the
Equity Shares would restrict investors’ ability to dispose of their Equity Shares. There can be no assurance that the
Equity Shares will be credited to investors’ demat accounts, or that trading in the Equity Shares will commence, within
the time periods specified in this risk factor. We could also be required to pay interest at the applicable rates if allotment
is not made, refund orders are not dispatched or demat credits are not made to investors within the prescribed time
periods.

55. Foreign investors are subject to foreign investment restrictions under Indian law, which could limit our ability
to attract foreign investors and our ability to raise foreign capital may be constrained by Indian law, which in
turn could adversely affect the market price of the Equity Shares.

Foreign investment in Indian securities is subject to regulation by Indian regulatory authorities. Under the foreign

exchange regulations currently in force in India, transfers of shares between non-residents and residents are freely
permitted (subject to certain exceptions) if they comply with the pricing guidelines and reporting requirements
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specified by the RBI. If the transfer of shares is not in compliance with such pricing guidelines or reporting
requirements or falls under any of the exceptions referred to above, then a prior regulatory approval will be required.
Additionally, shareholders who seek to convert the Rupee proceeds from a sale of shares in India into foreign currency
and repatriate that foreign currency from India will require a no objection or a tax clearance certificate from the Indian
income tax authorities. Additionally, the Government of India may impose foreign exchange restrictions in certain
emergency situations, including situations where there are sudden fluctuations in interest rates or exchange rates,
where the Government of India experiences extreme difficulty in stabilising the balance of payments, or where there
are substantial disturbances in the financial and capital markets in India. We cannot assure investors that any required
approval from the RBI or any other governmental agency can be obtained on any particular terms or at all. Further,
the Government of India on April 22, 2020 amended the FEMA Non-debt Instruments Rules pursuant to which any
investment into India by an entity of a country which shares a land border with India, or the beneficial owner of an
investment into India who is situated in or is a citizen of any such country, shall require the approval of the Government
of India. For further details, see “Restrictions on Foreign Ownership of Indian Securities” beginning on page 379.

As an Indian company, we are also subject to exchange controls that regulate borrowing in foreign currencies. Such
regulatory restrictions limit our financing sources and could constrain our ability to obtain financing on competitive
terms and refinance existing indebtedness. In addition, we cannot assure you that any required regulatory approvals
for borrowing in foreign currencies will be granted to us without onerous conditions, or at all. Limitations on foreign
debt may have an adverse effect on our business growth, financial condition and results of operations.

56. Any future issuance of Equity Shares may dilute your shareholding and sales of the Equity Shares by our
Promoters or other significant shareholders may adversely affect the trading price of the Equity Shares.

We may be required to finance our growth through future equity offerings. Any future equity issuances by our
Company, including a primary offering or through the ESOP Schemes may lead to the dilution of investors’
shareholdings in the Company. Any future issuances of Equity Shares or the disposal of Equity Shares by our
Promoters or other significant Shareholders or the perception that such issuance or sale may occur may adversely
affect the trading price of the Equity Shares, which may lead to other adverse consequences including difficulty in
raising capital through offering of the Equity Shares or incurring additional debt. We cannot assure you that we will
not issue further Equity Shares or that the shareholders will not dispose of, pledge or otherwise encumber the Equity
Shares held by them. Any future issuances could also dilute the value of your investment in the Equity Shares.

57. Certain of our existing Shareholders together may be able to exert significant influence over our Company
after completion of the Offer, which may limit your ability to influence the outcome of matters submitted for
approval of our Shareholders.

Following the completion of the Offer, our Promoters will continue to hold more than 20.00% of our post-Offer Equity
Share capital. Certain other Shareholders may also continue to hold more than 10.00% of our post-Offer Equity Share
capital. Such shareholdings to be held by our Promoters and certain significant shareholders could limit your ability
to influence corporate matters requiring shareholder approval especially the resolutions which are required to be
approved by way of special resolutions by the Shareholders under the provisions of the Companies Act. Any
consequent delay or non-receipt of shareholder approval for such matters could adversely affect our business. In
addition, following the completion of the Offer and subject to the approval of shareholders by special resolution after
the successful completion of the Offer, AVMS, I-Cap, AG-Il, Tano, Maj Invest and TR Capital will each have the
right to appoint one non—executive nominee director on the Board until such time that such shareholder continues to
hold 5.00% of the issued and paid-up share capital of our Company, on an as adjusted basis. For further details on
their shareholding and their right to appoint nominee directors, see “Capital Structure” and “History and Certain
Corporate Matters” on pages 68 and 169, respectively.

58. Rights of shareholders under Indian law may be more limited than under the laws of other jurisdictions.

Indian legal principles and the validity of corporate procedures, directors’ fiduciary duties and liabilities, and
shareholders’ rights may differ from those that would apply to a company in another jurisdiction. Shareholders’ rights
under Indian law may not be as extensive as shareholders’ rights under the laws of other countries or jurisdictions.
Investors may have more difficulty in asserting their rights as shareholders of our Company than as shareholders of a
corporation in another jurisdiction.
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59. Fluctuation in the exchange rate of the Rupee and other currencies could have an adverse effect on the value
of our Equity Shares, independent of our operating results.

Our Equity Shares will be quoted in Rupees on the Stock Exchanges. Any dividends, if declared, in respect of our
Equity Shares will be paid in Rupees and subsequently converted into the relevant foreign currency for repatriation,
if required. Any adverse movement in exchange rates during the time that it takes to undertake such conversion may
reduce the net dividend to investors. In addition, any adverse movement in exchange rates during a delay in repatriating
the proceeds from a sale of Equity Shares outside India, for example, because of a delay in regulatory approvals that
may be required for the sale of Equity Shares may reduce the net proceeds received by shareholders.

The exchange rate of the Rupee has changed substantially in the last two decades and could fluctuate substantially in
the future, which may have a material adverse effect on the value of the Equity Shares and returns from the Equity
Shares, independent of our operating results.

60. Investors may have difficulty enforcing foreign judgments against us or our management.

We are a limited liability company incorporated under the laws of India. The majority of our directors and key
management personnel are residents of India and all of our assets are located in India. As a result, it may not be
possible for investors to effect service of process upon us or such persons outside of India, or to enforce judgments
obtained against such parties outside of India.

Recognition and enforcement of foreign judgments is provided for under Section 13 of the Code of Civil Procedure,
1908 (“CPC”) on a statutory basis. Section 13 of the CPC provides that foreign judgments shall be conclusive
regarding any matter directly adjudicated upon, except: (i) where the judgment has not been pronounced by a court of
competent jurisdiction; (ii) where the judgment has not been given on the merits of the case; (iii) where it appears on
the face of the proceedings that the judgment is founded on an incorrect view of international law or a refusal to
recognise the law of India in cases to which such law is applicable; (iv) where the proceedings in which the judgment
was obtained were opposed to natural justice; (v) where the judgment has been obtained by fraud; and (vi) where the
judgment sustains a claim founded on a breach of any law then in force in India. Under the CPC, a court in India shall,
upon the production of any document purporting to be a certified copy of a foreign judgment, presume that the
judgment was pronounced by a court of competent jurisdiction, unless the contrary appears on record. However, under
the CPC, such presumption may be displaced by proving that the court did not have jurisdiction.

Among others, the United Kingdom, Singapore, the United Arab Emirates and Hong Kong have been declared by the
Government of India to be reciprocating territories for the purposes of Section 44A of the CPC. Section 44A of the
CPC provides that where a foreign judgment has been rendered by a superior court, within the meaning of that Section,
in any country or territory outside of India which the Central Government has by notification declared to be in a
reciprocating territory, it may be enforced in India by proceedings in execution as if the judgment had been rendered
by the relevant court in India. However, Section 44A of the CPC is applicable only to monetary decrees not being of
the same nature as amounts payable in respect of taxes, other charges of a like nature or of a fine or other penalties.

We have been advised by our Indian counsel that the United States and India do not currently have a treaty providing
for reciprocal recognition and enforcement of judgments, other than arbitration awards, in civil and commercial
matters. Therefore, a final judgment for the payment of money rendered by any federal or state court in the United
States on civil liability, whether or not predicated solely upon the federal securities laws of the United States, would
not be enforceable in India. However, the party in whose favour such final judgment is rendered may bring a new suit
in a competent court in India based on a final judgment that has been obtained in the United States. The suit must be
brought in India within three years from the date of the judgment in the same manner as any other suit filed to enforce
a civil liability in India.

Itis unlikely that a court in India would award damages on the same basis as a foreign court if an action was brought
in India. Furthermore, it is unlikely that an Indian court would enforce a foreign judgment if that court was of the view
that the amount of damages awarded was excessive or inconsistent with public policy or Indian practice. It is uncertain
as to whether an Indian court would enforce foreign judgments that would contravene or violate Indian law. However,
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a party seeking to enforce a foreign judgment in India is required to obtain approval from the RBI to execute such a
judgment or to repatriate any amount recovered.

61. Holders of Equity Shares may be restricted in their ability to exercise pre-emptive rights under Indian law
and thereby may suffer future dilution of their ownership position.

Under the Companies Act, a company having share capital and incorporated in India must offer its holders of equity
shares pre-emptive rights to subscribe and pay for a proportionate number of equity shares to maintain their existing
ownership percentages before the issuance of any new equity shares, unless the pre-emptive rights have been waived
by adoption of a special resolution by our Company. However, if the laws of the jurisdiction the investors are located
in do not permit them to exercise their pre-emptive rights without our filing an offering document or registration
statement with the applicable authority in such jurisdiction, the investors will be unable to exercise their pre-emptive
rights unless our Company makes such a filing. If our Company elects not to file a registration statement, the new
securities may be issued to a custodian, who may sell the securities for the investor’s benefit. The value the custodian
receives on the sale of such securities and the related transaction costs cannot be predicted. In addition, to the extent
that the investors are unable to exercise pre-emptive rights granted in respect of the Equity Shares held by them, their
proportional interest in our Company would be reduced.

62. QIBs and Non-Institutional Bidders are not permitted to withdraw or lower their Bids (in terms of quantity of
Equity Shares or the Bid Amount) at any stage after submitting a Bid.

Pursuant to the SEBI Regulations, QIBs and Non-Institutional Bidders are not permitted to withdraw or lower their
Bids (in terms of quantity of Equity Shares or the Bid Amount) at any stage after submitting a Bid. Retail Individual
Bidders can revise their Bids during the Bid/Offer Period and withdraw their Bids until Bid/Offer Closing Date. While
our Company is required to complete Allotment pursuant to the Offer within six working days from the Bid/Offer
Closing Date (or such other period as prescribed under applicable laws), events affecting the Bidders’ decision to
invest in the Equity Shares, including material adverse changes in international or national monetary policy, financial,
political or economic conditions, our business, cash flows, results of operation or financial condition may arise
between the date of submission of the Bi d and Allotment. Our Company may complete the Allotment of the Equity
Shares even if such events occur, and such events limit the Bidders’ ability to sell the Equity Shares Allotted pursuant
to the Offer or cause the trading price of the Equity Shares to decline on listing.

63. Our Company will not receive any proceeds from the Offer for Sale portion. The objects of the Fresh Issue
for which the funds are being raised have not been appraised by any bank or financial institutions. Any
variation in the utilisation of our Net Proceeds as disclosed in this Draft Red Herring Prospectus would be
subject to certain compliance requirements, including prior shareholders’ approval.

The Offer includes an offer for sale of up to 27,055,893 Equity Shares by the Selling Shareholders. The proceeds from
the Offer for Sale will be paid to Selling Shareholders and we will not receive any such proceeds. Our Company
intends to primarily use the Net Proceeds of the Fresh Issue for augmenting its capital base to meet future capital
requirements, as described in “Objects of the Offer” on page 88.

Such intended use of proceeds has not been appraised by any bank or financial institution. Our Company will appoint
a monitoring agency for monitoring the utilisation of the Net Proceeds. Any variation in the objects of the Fresh Issue
would require shareholders’ approval and may involve considerable time or may not be forthcoming and in such an
eventuality it may adversely affect our operations or business.

Further, our Promoters or controlling shareholders would be required to provide an exit opportunity to the shareholders
who dissent with our proposal to change the objects of the Offer, at a price and in the manner as specified in Sections
13(8) and 27 of the Companies Act, 2013 and the SEBI ICDR Regulations. Additionally, the requirement on the
Promoters or controlling shareholders to provide an exit opportunity to such dissenting shareholders may discourage
the Promoters or our controlling shareholders from undertaking steps for the variation of the proposed utilisation of
our Net Proceeds, even if such variation is in our interest. Further, we cannot assure you that our Promoters or the
controlling shareholders will have adequate resources at their disposal at all times to enable them to provide an exit
opportunity to the dissenting shareholders at the price specified in the SEBI ICDR Regulations.
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SECTION I11: INTRODUCTION

THE OFFER
The details of the Offer are disclosed below.
Offer of Equity Shares of face value of 10 each | Up to [e] Equity Shares aggregating to up to ¥[e] million
Of which
Fresh Issue Up to [e] Equity Shares aggregating to up to X 8,500 million
Offer for Sale @ Up to 27,055,893 Equity Shares aggregating to up to X [e]
million
Including
Employee Reservation Portion® [ Up to [e] Equity Shares aggregating to up to 3[e] million
Accordingly
Net Offer | Up to [e] Equity Shares
Of which
(A)  QIB Portion®@® [ Not more than [e] Equity Shares
Of which
Anchor Investor Portion Up to [e] Equity Shares

Net QIB Portion (assuming Anchor Investor | [e] Equity Shares
Portion is fully subscribed)

Of which
Mutual Fund Portion [e] Equity Shares
Balance for all QIBs including Mutual [e] Equity Shares
Funds
(B) Non-Institutional Portion® Not less than [e] Equity Shares
(@) Retail Portion® Not less than [e] Equity Shares

Pre and Post-Offer Equity Shares |

Equity Shares outstanding prior to the Offer (as on the date of | 120,177,303 Equity Shares
this Draft Red Herring Prospectus)
Equity Shares outstanding after the Offer [e] Equity Shares

Use of Proceeds by our Company For details of the use of proceeds from the Fresh Issue, see
“Objects of the Offer” beginning on page 88.

Our Company will not receive any proceeds from the Offer for
Sale.

(1) The Fresh Issue has been authorized by a resolution dated January 15, 2021 passed by our Board and a special resolution dated January
22, 2021 passed by our Shareholders. Our Company may consider a Pre-IPO Placement aggregating upto <1,500 million, in
consultation with the BRLMs, prior to the filing of the Red Herring Prospectus with the RoC. The Pre-1PO Placement shall be undertaken
at the discretion of our Company and the Selling Shareholders and the price of the securities allotted pursuant to the Pre-IPO Placement
shall be determined by our Company, in consultation with the BRLMSs. If the Pre-IPO Placement is completed, the amount raised
pursuant to the Pre-IPO Placement will be reduced from the Fresh Issue, subject to compliance with Rule 19(2)(b) of the SCRR. Details
of the Pre-IPO Placement, if undertaken, shall be included in the Red Herring Prospectus.
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The details of authorization by each Selling Shareholder approving their participation in the Offer for Sale are as set out below:

Number of Offered
S. No. | Name of the Selling Shareholder | Date of board resolution Date of consent letter Shares
1. Maj Invest February 12, 2021 February 12, 2021 1,925,158
2. MSDF February 11, 2021 February 12, 2021 2,191,557
3. Tano January 18, 2021 February 12, 2021 9,302,853
4. AG I February 9, 2021 February 12, 2021 12,421,484
5. TR Capital February 9, 2021 February 12, 2021 1,214,840

The maximum Bid Amount under the Employee Reservation Portion by an Eligible Employee shall not exceed ¥500,000. However, the
initial Allotment to an Eligible Employee in the Employee Reservation Portion shall not exceed ¥200,000. In the event of an under-
subscription in the Employee Reservation Portion after the initial allotment, such unsubscribed portion may be Allotted on a
proportionate basis to Eligible Employees Bidding in the Employee Reservation Portion, for a value in excess of 200,000, subject to
the total Allotment to an Eligible Employee not exceeding ¥500,000. The unsubscribed portion if any, in the Employee Reservation
Portion shall be added back to the Net Offer.

Subject to valid Bids being received at or above the Offer Price, under-subscription, if any, in any category, except the QIB Portion,
would be allowed to be met with spill-over from any other category or combination of categories of Bidders at the discretion of our
Company, in consultation with the BRLMs and the Designated Stock Exchange. In case of under-subscription in the Offer, the Equity
Shares in the Fresh Issue will be issued prior to the sale of Equity Shares in the Offer for Sale. In the event of achieving aforesaid
minimum subscription, however, there is under-subscription in achieving the total Offer size, the Equity Shares will be allotted in the
following order: (i) such number of Equity Shares will first be Allotted by our Company such that 90% of the Fresh Issue portion is
subscribed; (ii) upon (i), all the Equity Shares held by the Selling Shareholders and offered for sale in the Offer for Sale will be Allotted
(in proportion to the Offered Shares being offered by each Selling Shareholder); and (iii) once Equity Shares have been Allotted as per
(i) and (ii) above, such number of Equity Shares will be Allotted by our Company towards the balance 10% of the Fresh Issue portion.
See “Terms of the Offer — Minimum Subscription ” beginning on page 357.

Our Company and the Selling Shareholders may, in consultation with the BRLMs, allocate up to 60% of the QIB Portion to Anchor
Investors on a discretionary basis in accordance with the SEBI ICDR Regulations. The QIB Portion will be accordingly reduced for the
shares allocated to Anchor Investors. One-third of the Anchor Investor Portion will be reserved for domestic Mutual Funds only, subject
to valid Bids being received from domestic Mutual Funds at or above the Anchor Investor Offer Price. In case of under-subscription or
non-Allotment in the Anchor Investor Portion, the remaining Equity Shares will be added back to the Net QIB Portion. See “Offer
Procedure” beginning on page 362.

Allocation to Bidders in all categories, except the Retail Portion and the Anchor Investor Portion, if any, shall be made
on a proportionate basis, subject to valid Bids being received at or above the Offer Price, as applicable. Allocation to
Retail Individual Bidders shall not be less than the minimum Bid Lot, subject to availability of Equity Shares in the
Retail Portion, and the remaining available Equity Shares, if any, shall be allocated on a proportionate basis. Allocation
to Anchor Investors shall be on a discretionary basis in accordance with the SEBI ICDR Regulations. For further
details, see “Offer Structure”, “Terms of the Offer” and “Offer Procedure” beginning on pages 358, 352 and 362,
respectively.
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SUMMARY OF FINANCIAL INFORMATION
The following tables set forth summary financial information derived from the Restated Financial Information. The
summary financial information presented below should be read in conjunction with “Financial Statements” and

“Management’s Discussion and Analysis of Financial Condition and Results of Operations ” beginning on pages 202
and 280, respectively.

(Remainder of the page has been intentionally left blank)
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Restated Statement of Assets and Liabilities

Particulars

Assets

Financial assets

Cash and cash equivalents
Other bank balances
Trade receivables

Loans

Investments

Other financial assets
Total financial assets

Non-financial assets

Current tax assets (net)

Deferred tax assets (net)

Property, plant and equipment
Intangible assets under development
Intangible assets

Right of use asset

Other non-financial assets

Total non-financial assets

Total assets

Liabilities and equity
Liabilities
Financial liabilities

Payables
Trade payables

- Total outstanding dues of micro enterprises and small

enterprises

- Total outstanding dues of creditors other than micro

enterprises and small enterprises

Other payables

- Total outstanding dues of micro enterprises and small

enterprises

- Total outstanding dues of creditors other than micro

enterprises and small enterprises

Debt securities

Borrowings (other than debt securities)
Subordinated liabilities

Other financial liabilities

Total financial liabilities

Non-financial liabilities
Current tax liabilities (net)
Provisions

Other non-financial liabilities

As at
September 30, 2020

11,476.28
1,817.45
16.85
43,862.83
133.11
57,306.52

38.10
534.25
57.91
2.33
45.52
63.24
83.30
824.65

58,131.17

6,578.71
37,977.05
2,138.04
720.21
47,414.01

208.90
164.02
191.58
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As at
March 31, 2020

6,885.83
1,516.56
53.20
43,471.91
212.26
52,139.76

41.07
352.76
64.91
0.48
53.88
74.03
81.32
668.45

52,808.21

39,834.10
2,097.03
903.18
42,834.31

443
142.30
200.86

(Amounts in ¥ millions)

As at As at
March 31, 2019 March 31, 2018
(Proforma)

1,740.06 1,587.81
881.88 658.33
56.63 21.92
35,152.16 20,384.55
0.33 0.52
361.32 103.04
38,192.38 22,756.17
32.40 0.84
36.47 69.84
60.10 49.92
0.53 -
57.04 53.41
64.57 40.25
87.48 66.27
338.59 280.53
38,530.97 23,036.70
624.59 1,169.46
27,758.78 16,034.11
1,851.52 1,497.60
1,042.65 381.86
31,277.54 19,083.03
52.37 26.19
229.49 108.85



Total non-financial liabilities
Total liabilities

Equity

Share capital

Other equity

Total equity

Total liabilities and equity

564.50

47,978.51

111171

9,040.95

10,152.66

58,131.17
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347.59

43,181.90

1,103.21

8,523.10

9,626.31

52,808.21

281.86

31,559.40

1,026.74

5,944.83

6,971.57

38,530.97

135.04

19,218.07

884.65

2,933.98

3,818.63

23,036.70



Restated Statement of Profit and Loss

(Amounts in Z millions)

Particulars Six months period ended Year ended Year ended Year ended
30 September 2020 March 31, 2020 March 31, 2019 March 31, 2018
(Proforma)

Revenue from operations
Interest income 4,913.78 8,614.63 5,848.38 3,096.79
Fees and commission income 41.88 252.52 198.44 129.27
Net gain on de-recognition of financial instruments - 332.48 426.96 -
Other operating income 4.22 18.37 14.84 4.63
Total revenue from operations 4,959.88 9,218.00 6,488.62 3,230.69
Other income 114.05 127.06 27.31 48.02
Total income 5,073.93 9,345.06 6,515.93 3,278.71
Expenses
Finance costs 2,376.42 3,822.01 2,547.85 1,241.26
Impairment on financial instruments 633.47 1,558.79 368.43 483.35
Employee benefits expenses 938.93 1,570.08 1,172.58 688.31
Depreciation and amortisation 33.96 66.96 52.72 40.27
Other expenses 276.05 651.36 602.98 351.21
Total expenses 4,258.83 7,669.20 4,744.56 2,804.40
Profit before tax 815.10 1,675.86 1,771.37 47431
Tax expenses:

- Current tax 333.28 752.08 458.52 202.60

- Deferred tax expense/(credit) (143.82) (344.23) 46.99 (37.04)

- Excess tax provisions written back - - (10.54) (1.00)

189.46 407.85 494.97 164.56

Profit for the period/year 625.64 1,268.01 1,276.40 309.75
Other comprehensive income (OCI)
(A) Items that will not be reclassified to profit or loss

Re-measurement loss on defined benefit plans (13.41) (57.61) (11.61) (5.31)

Fair value of equity instruments - (0.33) - (0.02)

Income tax related to these items 3.38 14.58 4.06 1.86
Sub-total (A) (10.03) (43.36) (7.55) (3.47)
(B) Items that will be reclassified to profit or loss

Fair valuation of financial assets (136.24) 168.93 (29.94) -

Income tax related to these items 34.29 (42.52) 10.46 -
Sub-total (B) (101.95) 126.41 (19.48) -
Total other comprehensive income (A + B) (111.98) 83.05 (27.03) (3.47)
Total comprehensive income 513.66 1,351.06 1,249.37 306.28
Earnings per equity share (face value X 10 each)

Basic earnings per share (%) 5.75 12.07 14.05 3.52

Diluted earnings per share (%) 574 12.05 14.02 351
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Restated Statement of Cash Flow

(Amounts in ¥ millions)

Particulars

For the period

Year ended

Year ended Year ended

April 01, 2020 to March 31, 2020 March 31, 2019 March 31, 2018
September 30, 2020 (Proforma)
Cash flow from operating activities
Profit before tax 815.10 1,675.86 1,771.37 47431
Adjusted for:

Depreciation and amortisation 33.96 66.96 52.72 40.27

Interest on lease liability 3.88 7.43 4.53 4.73

Impairment on financial instruments 633.47 1,558.79 368.43 483.35

Gain on sale of portfolio through assignment - (407.37) (504.07) -

(including unwinding)

Gain on sale of investments - - - (21.07)

Gain on sale of property, plant and equipment - - - (0.15)

Expenses on employee stock option scheme 12.69 26.54 10.48 4.02

Effective interest rate adjustment on financial 59.67 139.99 117.64 (7.52)

instruments (including interest accrued)

Liabilities written back - - - (0.40)
Operating profit before working capital 1,558.77 3,068.20 1,821.10 977.54
changes
Working capital adjustments:

(Increase)/decrease in assets

Loans (1,103.22) (9,709.60) (15,161.57) (11,599.57)

Trade receivables 36.35 3.43 (34.71) (17.84)

Other bank balances (300.89) (634.68) (223.55) 71.06

Other financial assets 22.05 557.49 246.17 12.90

Other non-financial assets (2.31) 5.07 (25.80) (43.34)
Increase/(decrease) in liabilities

Other financial liabilities (173.21) (155.25) 636.78 134.92

Provisions 8.31 32.31 14.57 9.94

Other non-financial liabilities (9.29) (24.68) 120.64 76.35
Cash generated from/(used in) operating 36.56 (6,857.71) (12,606.37) (10,378.04)
activities
Income taxes paid (net) (125.83) (756.33) (479.53) (198.33)
Net cash (used in) operating activities (A) (89.27) (7,614.04) (13,085.90) (10,576.37)
Cash flow from investing activities
Purchase of property, plant and equipment (6.00) (32.01) (36.10) (41.46)
Purchase of intangible assets and intangible assets (3.66) (15.44) (19.19) (13.78)
under development
Purchase of investments - - - (17,271.70)
Proceeds from sale of investments - - 0.18 17,292.77
Proceeds from sale of property, plant and - - - 0.36
equipment
Net cash (used in) investing activities (B) (9.66) (47.45) (55.11) (33.81)
Cash flow from financing activities
Proceeds from issue of equity shares (including - 1,300.00 1,934.53 1.00
premium)

Share issue expenses - (22.86) (43.02) -
Proceeds from debt securities 6,480.42 - - -
Repayment of debt securities - (610.00) (530.02) (440.48)
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Proceeds from borrowings other than debt
securities

Repayment of borrowings other than debt
securities

Proceeds from subordinated debt

Payment of lease liabilities

Net cash generated from financing activities (C)

Net increase/(decrease) in cash and cash
equivalents (A + B + C)

Cash and cash equivalents at the beginning of
the period/years

Cash and cash equivalents at the end of the
period/years

Components of cash and cash equivalents

Cash on hand
Balances and deposits with banks

16,787.36 31,864.26 80,668.43 14,990.91
(18,564.76) (19,939.81) (69,067.72) (5,338.64)
- 241.82 345.31 1,150.00

(13.64) (26.15) (14.25) (12.11)
4,689.38 12,807.26 13,293.26 10,350.68
4,590.45 5145.77 152.25 (259.50)
6,885.83 1,740.06 1,587.81 1,847.31
11,476.28 6,885.83 1,740.06 1,587.81
33.24 36.53 43.88 46.90
11,443.04 6,849.30 1,696.18 1,540.91
11,476.28 6,885.83 1,740.06 1,587.81
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GENERAL INFORMATION

Registered and Corporate Office of our Company

The details of the Registered and Corporate Office of our Company are as disclosed below:

Arohan Financial Services Limited

PTI Building, 4" Floor
DP 9, Sector 5, Salt Lake
Kolkata 700 091

West Bengal, India

Corporate Identity Number: U74140WB1991PLC053189

Registration Number: 053189

Address of the RoC

Our Company is registered with the RoC, situated at the address disclosed below:

Registrar of Companies, West Bengal

Nizam Palace

2" MSO Building, 2™ Floor
234/4, A.J.C.B. Road
Kolkata 700 020

West Bengal, India

Board of Directors

As on the date of this Draft Red Herring Prospectus, the composition of our Board is as disclosed below:

Director

S. No. Name Designation DIN Address
1. Dinesh Kumar Mittal Non-Executive Independent | 00040000 B-71, Sector 44, Gautam Buddha Nagar
Chairman Noida 201 301, Uttar Pradesh, India
2. Manoj Kumar Nambiar Managing Director 03172919 8, Godavari, Sector-3, Vashi
Navi Mumbai, Vashi, Thane 400 703
Maharashtra, India
3. Vineet Chandra Rai Non-Executive ~ Nominee | 00606290 F 1705/06 Whispering Palm Exclusive
Director Lokhandwala Complex, Akurli Road
Kandivali (East), Mumbai 400 101
Maharashtra, India
4. Wilhelmus Marthinus Maria | Non-Executive ~ Nominee | 02142559 Vogelenzangseweg 18, 2111 HR
van der Beek Director Aerdenhout, Amsterdam, Netherlands
5. Anurag Agrawal Non-Executive Nominee 02385780 Flat no. 1403
Director Angelica Mahindra Eminente
SV Road, Goregaon West
Mumbai 400 104, Maharashtra, India
6. Piyush Goenka Non-Executive Nominee 02117859 2803, Tower 5, Crescent Bay
Director Jerbai Wadia Road, Parel
Mumbai 400 012, Maharashtra, India
7. Shri Ram Meena Non-Executive Nominee 08452187 C-3/72, Chitrakoot Scheme
Director Near Gandhi Path, Vaishali Nagar
Jaipur 302 021, Rajasthan, India
8. Kasper Svarrer Non-Executive Nominee 07252475 Sankt Thomas Alle 10, 4 Tv
Director 1824 Frederiksberg C, Denmark
9. Paul Gratien Robine Non-Executive Nominee 07828525 Flat C, 35/F, Block 2, Estoril Court
Director 55 Garden Road, Hong Kong
10. Sumantra Banerjee Non-Executive Independent | 00075243 2C, Alipore Avenue
Director Kolkata 700 027, West Bengal, India
11. Rajat Mohan Nag Non-Executive Independent | 07083831 B-3/602, World Spa West, Sector 30
Director Gurugram 122 001, Haryana, India
12. Matangi Gowrishankar Non-Executive Independent | 01518137 E-1001/1002, Maestros

Salunke Vihar Road, Wanwadi
Pune 411 040, Maharashtra, India
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For further details of our Board, see “Our Management” beginning on page 175.
Company Secretary and Compliance Officer

Anirudh Singh G. Thakur
PTI Building, 4" Floor

DP 9, Sector 5, Salt Lake
Kolkata 700 091

West Bengal, India

Tel: +91 33 4015 6000

E-mail: compliance@arohan.in

Filing of this Draft Red Herring Prospectus
A copy of this Draft Red Herring Prospectus has been emailed to the SEBI at cfddil@sebi.gov.in, in accordance with
the instructions issued by the SEBI on March 27, 2020, in relation to “Easing of Operational Procedure — Division of

Issues and Listing — CFD”.

A copy of the Red Herring Prospectus, along with the material contracts and documents required to be filed under
Section 32 of the Companies Act would be filed with the RoC and a copy of the Prospectus shall be filed under Section

26 of the Companies Act with the RoC.
Book Running Lead Managers

Edelweiss Financial Services Limited

6™ Floor, Edelweiss House

Off C.S.T. Road, Kalina

Mumbai 400 098

Maharashtra, India

Tel: +91 22 4009 4400

E-mail: arohan.ipo@edelweissfin.com

Website: www.edelweissfin.com

Investor Grievance ID: customerservice.mb@edelweissfin.com
Contact person: Nishita John / Amitkumar Singh
SEBI Registration No.: INM0000010650

Nomura Financial Advisory and Securities

(India) Private Limited

Ceejay House,

Level 11 Plot F, Shivsagar Estate

Dr. Annie Besant Road, Worli

Mumbai 400 018

Maharashtra, India

Tel: +91 22 4037 4037

E-mail: arohanipo@nomura.com

Website:
www.nomuraholdings.com/company/group/asia/india/index.ht
ml

Investor Grievance ID: investorgrievances-in@nomura.com
Contact person: Vishal Kanjani / Sandeep Baid

SEBI Registration No.: INM000011419

61

ICICI Securities Limited

ICICI Centre

H T Parekh Marg, Churchgate

Mumbai 400 020

Maharashtra, India

Tel: +91 22 2288 2460

E-mail: arohan.ipo@icicisecurities.com
Website: www.icicisecurities.com

Investor Grievance ID: customercare@icicisecurities.com
Contact person: Vaibhav Saboo / Anurag Byas
SEBI Registration No.: INM000011179

SBI Capital Markets Limited

202, Maker Tower ‘E’

Cuffe Parade

Mumbai 400 005

Maharashtra, India

Tel: +91 22 2217 8300

E-mail: arohan.ipo@sbicaps.com

Website: www.sbhicaps.com

Investor Grievance ID: investor.relations@sbicaps.com
Contact person: Gaurav Mittal/ Janardhan Wagle
SEBI Registration No.: INM000003531



Syndicate Members
[e]
Legal Advisers to our Company as to Indian Law

S&R Associates

One Indiabulls Centre, 1403 Tower 2B
841 Senapati Bapat Marg, Lower Parel
Mumbai 400 013

Maharashtra, India

Tel: +91 22 4302 8000

Legal Advisers to the BRLMs as to Indian Law

Trilegal

Peninsula Business Park
17" Floor, Tower B
Ganpatrao Kadam Marg
Lower Parel (West)
Mumbai 400 013
Maharashtra, India

Tel: +91 22 4079 1000

Legal Advisers to the BRLMs as to International Law

Herbert Smith Freehills LLP
50 Raffles Place

#24-01 Singapore Land Tower
Singapore 048 623

Tel: +65 6868 8000

Legal Advisers to the Selling Shareholders as to Indian Law

J. Sagar Associates

Vails House, 18 Sprott Road
Ballard Estate

Mumbai 400 001

Tel: +91 22 4341 8600

Statutory Auditors of our Company

Walker Chandiok & Co LLP

10C, Hungerford Street, 6™ Floor

Kolkata 700 017

West Bengal, India

Tel: +91 33 4050 8000

E-mail: Manish.Gujral@walkerchandiok.in
Firm Registration No.: 001076 N/N500013
Peer Review No.: 011707

There have been no change in our auditors in the last three years.
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Registrar to the Offer

Link Intime India Private Limited
C-101, 247 Park, 1% Floor

L.B.S. Marg, Vikhroli West
Mumbai 400 083

Maharashtra, India

Tel: +91 22 4918 6200

E-mail: arohan.ipo@linkintime.co.in
Website: www.linkintime.co.in

Investor grievance e-mail ID: arohan.ipo@linkintime.co.in

Contact person: Shanti Gopalkrishnan
SEBI Registration No.: INR000004058

Banker(s) to the Offer
Escrow Collection Bank(s)
[e]

Refund Bank(s)

[e]

Public Offer Bank(s)

[e]

Sponsor Bank

[e]

Bankers to our Company

Axis Bank Limited

Rural Lending Department
Building No. 1, Gigaplex

6™ Floor, Plot. No. I.T. 5, MIDC
Airoli Knowledge Park, Airoli
Navi Mumbai 400 708
Mabharashtra, India

Tel: +91 96190 03155

E-mail: aashish.bansal @axisbank.com
Website: www.axisbank.com
Contact person: Aashish Bansal

IDFC First Bank

C-32 G Block, 4™ Floor

Naman Chambers

BKC, Mumbai 400 051

Maharashtra, India

Tel: +91 22 7132 5500

E-mail: Pallavi.surti@idfcfirstbank.com
Website: www.idfcfirstbank.com
Contact person: Pallavi Surti

ICICI Bank Limited

3A Gurusaday Road

Kolkata 700 019

West Bengal, India

Tel: +91 99113 90636

E-mail: an.saxena@icicibank.com
Website: wwwe.icicibank.com
Contact person: Ankit Saxena

State Bank of India

5™ Floor, Gagandeep Building
50A Gariahat Road

Kolkata 700 019

West Bengal, India

Tel: +91 96747 12648

E-mail: shi.04140@sbi.co.in
Website: Nil

Contact person: Hirak Choudhury
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Designated Intermediaries
SCSBs

The banks registered with the SEBI, which offer the facility of ASBA services, (i) in relation to ASBA, where the Bid
Amount will be blocked by authorising an SCSB, a list of which is available on the website of SEBI at
www.sebi.gov.in/sebiweb/other/Other Action.do?doRecognisedFpi=yes&intmld=34 and updated from time to time
and at such other websites as may be prescribed by SEBI from time to time, (ii) in relation to Retail Individual Bidders
using the UPI Mechanism, a list of which is available on the website of SEBI at
sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40 or such other website as updated from
time to time.

Applications through UPI in the Offer can be made only through the SCSBs mobile applications (apps) whose name
appears on the SEBI website. A list of SCSBs and mobile application, which, are live for applying in public issues
using UPI mechanism is provided as Annexure ‘A’ to the SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2019/85
dated  July 26, 2019. The list is available on the  website of  SEBI at
www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=43 and updated from time to time
and at such other websites as may be prescribed by SEBI from time to time.

Syndicate SCSB Branches

In relation to Bids (other than Bids by Anchor Investor) submitted to a member of the Syndicate, the list of branches
of the SCSBs at the Specified Locations named by the respective SCSBs to receive deposits of Bid cum Application
Forms from the members of the Syndicate is available on the website of the SEBI
(www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes) and updated from time to time. For more
information on such branches collecting Bid cum Application Forms from the Syndicate at Specified Locations, see
the website of the SEBI at www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes as updated from time
to time.

Registered Brokers

The list of the Registered Brokers eligible to accept ASBA forms, including details such as postal address, telephone
number and e-mail address, is provided on the websites of the BSE and the NSE at
www.bseindia.com/Markets/Publiclssues/brokercentres_new.aspx? and
https://www1.nseindia.com/products/content/equities/ipos/ipo_mem_terminal.htm, respectively, as updated from
time to time.

RTAs

The list of the RTAs eligible to accept ASBA Forms at the Designated RTA Locations, including details such as
address, telephone number and e-mail address, is provided on the websites of Stock Exchanges at
www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx? and
www.nseindia.com/products/content/equities/ipos/asba_procedures.htm, respectively, as updated from time to time.
CDPs

The list of the CDPs eligible to accept ASBA Forms at the Designated CDP Locations, including details such as name
and contact details, is provided on the websites of BSE at
www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx? and on  the  website of NSE at
www.nseindia.com/products/content/equities/ipos/asba_procedures.htm, as updated from time to time.

Credit Rating

As the Offer is of Equity Shares, the appointment of a credit rating agency is not required.
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IPO Grading

No credit rating agency registered with the SEBI has been appointed in respect of obtaining grading for the Offer.
Debenture Trustees

As the Offer is of Equity Shares, the appointment of trustees is not required.

Monitoring Agency

In terms of Regulation 41 of the SEBI ICDR Regulations, our Company will appoint a monitoring agency for the
Fresh Issue prior to the filing of the Red Herring Prospectus with the RoC. The requisite details shall be included in
the Red Herring Prospectus.

Appraising Agency

The objects of the Offer for which the Net Proceeds will be utilized have not been appraised by any agency.

Green Shoe Option

No green shoe option is contemplated under the Offer.

Experts

Except as stated below, our Company has not obtained any expert opinions.

Our Company has received written consent from the Statutory Auditors, namely, Walker Chandiok & Co LLP,
Chartered Accountants, to include its name as required under the Companies Act in this Draft Red Herring Prospectus
and as an “expert” as defined under Section 2(38) of the Companies Act in respect of the report of the Statutory
Auditors on the Restated Financial Information dated February 10, 2021 and the statement of tax benefits dated
February 12, 2021, included in this Draft Red Herring Prospectus and such consent has not been withdrawn until the
filing of this Draft Red Herring Prospectus with the SEBI.

In addition, our Company has received written consent dated February 13, 2021 from KGRS & Co., Chartered
Accountants, to include its name as an independent chartered accountant under Section 26(5) of the Companies Act
and as an “expert” as defined under Section 2(38) of the Companies Act in respect of certain operational and financial
data being certified by it, and a written consent dated January 12, 2021 from MFIN for inclusion of its name under
Section 26(5) of the Companies Act and as an “expert” as defined under Section 2(38) of the Companies Act in respect
of certain industry data provided in the MFIN Report.

Inter-se Allocation of Responsibilities between the BRLMs

The table below sets forth the inter-se allocation of responsibilities for various activities among the BRLMs.

S. No. Activity Responsibility Co-ordinator

Capital structuring, positioning strategy and due diligence of the Company BRLMs Edelweiss
including its operations/management/business plans/legal etc. Drafting and
design of the Draft Red Herring Prospectus, Red Herring Prospectus,
1. Prospectus, abridged prospectus and the Bid cum Application Form. The
BRLMs shall ensure compliance with stipulated requirements and completion
of prescribed formalities with the Stock Exchanges, RoC and SEBI including
finalisation of Prospectus and RoC filing

2. Drafting and approval of all statutory advertisements BRLMs Edelweiss
Drafting and approval of all publicity materials other than statutory BRLMs ICICI Securities
3. advertisements as mentioned above including corporate advertising, brochure,
etc. and filing of media compliance report
4 Appointment of Intermediaries - Registrar to the Offer, advertising agency, BRLMs SBI Caps

Printers, Banker to the Offer, Monitoring Agency and other intermediaries,
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S. No. Activity Responsibility Co-ordinator

including coordination of all agreements to be entered into with such
intermediaries

5. Preparation of road show presentation and frequently asked question BRLMs Nomura
International Institutional marketing of the Offer, which will cover, inter alia: BRLMs Nomura
. Institutional marketing strategy;
6. . Finalizing the list and division of international investors for one-to-
one meetings; and
. Finalizing international road show and investor meeting schedule
Domestic Institutional marketing of the Offer, which will cover, inter alia: BRLMs Edelweiss, ICICI
. Institutional marketing strategy; Securities
7. . Finalizing the list and division of domestic investors for one-to-one
meetings; and
. Finalizing domestic road show and investor meeting schedule
Retail marketing of the Offer, which will cover, inter alia, BRLMs Edelweiss, ICICI
. Finalising media, marketing and public relations strategy; Securities
. Finalising centres for holding conferences for brokers, etc.;
8. . Follow-up on distribution of publicity and Offer material including

the Bid cum Application Form, the Prospectus and deciding on the
quantum of the Offer material; and

. Finalising collection centres
Non-Institutional marketing of the Offer, which will cover, inter alia, BRLMs SBI Caps
9. formulating marketing strategies for Non-Institutional Bidders and finalize
media and public relations strategy
Coordination with Stock-Exchanges for book building software, bidding BRLMs SBI Caps
10. terminals, mock trading, payment of 1% security deposit, anchor coordination
and intimation of anchor allocation
11. Managing the book and finalization of pricing in consultation with the Company BRLMs Edelweiss
Post- Issue activities, which shall involve essential follow-up with Banker to the BRLMs ICICI Securities

Offer and SCSBs to get quick estimates of collection and advising our Company
about the closure of the Offer, based on correct figures, finalisation of the basis
of allotment or weeding out of multiple applications, listing of instruments,
dispatch of certificates or demat credit and refunds, payment of STT on behalf
12. of the Selling Shareholders and coordination with various agencies connected
with the post-Issue activity such as Registrar to the Offer, Bankers to the Offer,
SCSBs including responsibility for underwriting arrangements, as applicable.

Coordinating with Stock Exchanges and SEBI for release of 1% security deposit
post closure of the Offer

Book Building Process

Book Building, in the context of the Offer, refers to the process of collection of Bids from Bidders on the basis of the
Red Herring Prospectus and the Bid cum Application Forms and the Revision Forms within the Price Band. The Price
Band and the minimum Bid Lot size will be decided by our Company and the Selling Shareholders, in consultation
with the BRLMs, and shall be advertised in [®] editions of the English national daily newspaper [e], [®] editions of
the Hindi national daily newspaper [®] and [ @] editions of the Bengali daily newspaper [®] (Bengali being the regional
language of West Bengal, where our Registered and Corporate Office is located), each with wide circulation, and
advertised at least two Working Days prior to the Bid/Offer Opening Date and shall be made available to the Stock
Exchanges to upload on their respective websites. The Offer Price shall be determined by our Company and the Selling
Shareholders, in consultation with the BRLMS, after the Bid/Offer Closing Date.

All Bidders, except Anchor Investors, are mandatorily required to use the ASBA process for participating in
the Offer by providing details of their respective ASBA Account in which the corresponding Bid Amount will
be blocked by SCSBs. In addition to this, the Retail Individual Bidders may participate through the ASBA
process by either (a) providing the details of their respective ASBA Account in which the corresponding Bid
Amount will be blocked by the SCSBs; or (b) through the UPI Mechanism. Anchor Investors are not permitted
to participate in the Anchor Investor Portion through the ASBA process.

In accordance with the SEBI ICDR Regulations, QIBs Bidding in the QIB Portion and Non-Institutional

Bidders bidding in the Non-Institutional Portion are not allowed to withdraw or lower the size of their Bids (in
terms of the quantity of the Equity Shares or the Bid Amount) at any stage. Retail Individual Bidders and
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Eligible Employees Bidding in the Employee Reservation Portion can revise their Bids during the Bid/Offer
Period and withdraw their Bids until the Bid/Offer Closing Date. Further, Anchor Investors cannot withdraw
their Bids after the Anchor Investor Bid/Offer Period. Allocation to the Anchor Investors will be on a
discretionary basis. See “Offer Structure” and “Offer Procedure” beginning on pages 358 and 362, respectively.

The Book Building Process is in accordance with guidelines, rules, regulations prescribed by SEBI, which are
subject to change from time to time. Bidders are advised to make their own judgment about an investment
through this process prior to submitting a Bid.

llustration of Book Building and Price Discovery Process

For an illustration of the Book Building Process and the price discovery process, see “Offer Procedure” beginning on
page 362.

Underwriting Agreement

After the determination of the Offer Price and allocation of Equity Shares, but prior to the filing of the Prospectus
with the RoC, our Company and the Selling Shareholders intend to enter into an Underwriting Agreement with the
Underwriters for the Equity Shares proposed to be offered through the Offer. The Underwriting Agreement is dated
[®]. Pursuant to the terms of the Underwriting Agreement, the obligations of the Underwriters will be several and will
be subject to conditions specified therein.

The Underwriters have indicated their intention to underwrite such number of Equity Shares as disclosed below:

(This portion has been intentionally left blank and will be filled in before the Prospectus is filed with the RoC)

Name, Address, Telephone Number and E-mail Address of Indicative Number of Equity Shares Amount Underwritten
the Underwriters to be Underwritten X in million)

[e] [e] [e]

The abovementioned underwriting commitments are indicative and will be finalized after determination of the Offer
Price and Basis of Allotment and the allocation, subject to and in accordance with the provisions of the SEBI ICDR
Regulations.

In the opinion of our Board (based on representations made to our Company by the Underwriters), the resources of
each of the abovementioned Underwriters are sufficient to enable them to discharge their respective underwriting
obligations in full. The abovementioned Underwriters are registered with the SEBI under Section 12(1) of the SEBI
Act or registered as brokers with the Stock Exchange(s). Our Board/ IPO Committee, at its meeting held on [e], has
accepted and entered into the Underwriting Agreement mentioned above on behalf of our Company.

Notwithstanding the above table, the Underwriters will be severally responsible for ensuring payment with respect to
Equity shares allocated to Bidders procured by them in accordance with the Underwriting Agreement.

Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitment disclosed
in the table above.
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CAPITAL STRUCTURE

Our Company’s share capital, as on the date of this Draft Red Herring Prospectus, is disclosed below.
(R except share data)

Aggregate Value at Face Aggregate Value at
S. No. Particulars Value Offer Price”
A AUTHORIZED SHARE CAPITAL
160,000,000 Equity Shares of face value of 10 each 1,600,000,000 -
B ISSUED, SUBSCRIBED AND PAID-UP CAPITAL BEFORE THE OFFER
120,177,303 Equity Shares of face value of 10 each 1,201,773,030 -
C PRESENT OFFER

Offer of up to [e] Equity Shares aggregating up to X [e] million
which includes

Fresh Issue of up to [®] Equity Shares® [o] Up to 8,500 million
Offer for Sale of up to 27,055,893 Equity Shares® 270,558,930 [o]
The Offer includes
Employee Reservation Portion of up to [e] Equity [e] [e]
Shares®
Net Offer to the public of up to [@] Equity Shares [o] [e]
D ISSUED, SUBSCRIBED AND PAID-UP CAPITAL AFTER THE OFFER™™®
[e] Equity Shares of face value of 310 each [e] -
E SECURITIES PREMIUM ACCOUNT
Before the Offer 7,139.08 million
After the Offer [e]
* To be included upon finalisation of Offer Price.

(1) The Fresh Issue has been authorized by a resolution dated January 15, 2021 passed by our Board and a special resolution dated January 22,
2021 passed by our Shareholders. Our Company may consider a Pre-IPO Placement, aggregating upto <1,500 million, in consultation with the
BRLMs prior to the filing of the Red Herring Prospectus with the RoC. The Pre-IPO Placement shall be undertaken at the discretion of our
Company and the Selling Shareholders and the price of the securities allotted pursuant to the Pre-IPO Placement shall be determined by our
Company, in consultation with the BRLMs. If the Pre-IPO Placement is completed, the amount raised pursuant to the Pre-1IPO Placement will be
reduced from the Fresh Issue, subject to compliance with Rule 19(2)(b) of the SCRR. Details of the Pre-IPO Placement, if undertaken, shall be
included in the Red Herring Prospectus.

(2) Each of the Selling Shareholders confirms that the Equity Shares to be offered by such Selling Shareholder in the Offer for Sale have been held
by them for a period of at least one year prior to the date of filing of this Draft Red Herring Prospectus and are accordingly eligible for being
offered for sale in the Offer for Sale. For details on the authorizations by the Selling Shareholders, in relation to the Offered Shares, see “The
Offer” on page 52.

(3) The Employee Reservation Portion shall not exceed 5% of our post-Offer paid-up Equity Share capital.

(4) In addition to the Pre-1PO Placement described in this DRHP, in order to augment its capital base, our Company may also consider raising
capital through a further issue of securities aggregating to up to 1,500 million, in one or more tranches, from non-promoters, after the date of

this DRHP but prior to filing of the RHP with the RoC. Details of such further issue, if undertaken, shall be included in the RHP to be filed with
the RoC.

Notes to Capital Structure
1. Share Capital History of our Company

@ The history of the equity share capital of our Company is disclosed below:
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Issue

Price
Number of per Cumulative Cumulative
Equity Face | Equity Number of Paid-up Equity
Date of Shares Value | Share Nature of Reason for/Nature of Equity Share Capital
allotment Allotted ® ®) Consideration Allotment Shares ®

September 27, 200 10 10 | Cash Subscription to 200 2,000
1991 Memorandum of

Association®
From September 28, 1991 to September 22, 1993, 242,000 Equity Shares were issued at a face value 242,200 2,422,000
of 310 each®”
From September 23, 1993 to October 31, 1994, 757,800 Equity Shares were issued at a face value of 1,000,000 10,000,000
210 each.®”
From November 1, 1994 to September 28, 2001, 124,500 Equity Shares were issued at a face value of 1,124,500 11,245,000
210 each®”
December 16, 375,500 10 10 | Cash Preferential allotment® 1,500,000 15,000,000
2006
September 27, 500,000 10 10 | Cash Preferential allotment® 2,000,000 20,000,000
2007
July 4, 2008 2,580,100 10 25" | Cash Preferential allotment” 4,580,100 45,801,000
February 14, 130,000 10 10 | Cash Rights issue® 4,710,100 47,101,000
2009
June 23, 2010 2,966,666 10 50 | Cash Preferential allotment® 7,676,766 76,767,660
June 23, 2010 400,000 10 37.50 | Cash Preferential allotment™® 8,076,766 80,767,660
June 23, 2010 1,700,000 10 10 | Cash Preferential allotment™? 9,776,766 97,767,660
September 10, 20,807,645 10 12.89 | Cash Preferential allotment®? 30,584,411 305,844,110
2012
March 30, 4,102 10 12.86 | Cash Preferential allotment™®® 30,588,513 305,885,130
2013
September 26, 9,178,312 10 20.39 | Cash Preferential allotment®? 39,766,825 397,668,250
2013
September 27, 11,487 10 20.39 | Cash Preferential allotment™® 39,778,312 397,783,120
2013
October 4, 1,523,189 10 20.39 | Cash Preferential allotment®® 41,301,501 413,015,010
2013"
March 31, 193,949 10 12.89 | Cash Preferential allotment®” 41,495,450 414,954,500
2014
June 30, 2014 67,553 10 16.23 | Cash Preferential allotment™® 41,563,003 415,630,030
November 29, 30,807 10 16.23 | Cash Preferential allotment®® 41,593,810 415,938,100
2014
March 30, 9,176,660 10 32.69 | Cash Preferential allotment®® 50,770,470 507,704,700
2015
March 30, 831,793 10 16.23 | Cash Exercise of warrants ¢V 51,602,263 516,022,630
2015
September 30, 168,207 10 21.20 | Cash Exercise of warrants ?? 51,770,470 517,704,700
2015
December 19, 9,077,830 10 - | Cash® Conversion of CCPS@® 60,848,300 608,483,000
2016
January 19, 2,344,736 10 56.61 | Cash Rights issue®¥ 63,193,036 631,930,360
2017
January 27, 7,916,927 10 56.61 | Cash Rights issue® 71,109,963 711,099,630
2017
March 31, 11,452,405 10 84.70 | Cash Preferential allotment(®® 82,562,368 825,623,680
2017
March 28, (18,067,494) 10 - - Cancellation and 64,494,874 644,948,740
2018 extinguishment of Equity

Shares pursuant to the

Scheme®"
March 28, 23,970,479 10 - | Otherthancash | Allotment of Equity 88,465,353 884,653,530
2018 Shares pursuant to the

Scheme®
July 3, 2018 600,000 10 130 | Cash Preferential allotment® 89,065,353 890,653,530
December 28, 10,217,288 10 | 146.81 | Cash Preferential allotment®? 99,282,641 992,826,410
2018
March 26, 2,641,275 10 162.80 | Cash Preferential allotment®? 101,923,916 1,019,239,160
2019
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Issue
Price
Number of per Cumulative Cumulative
Equity Face | Equity Number of Paid-up Equity
Date of Shares Value | Share Nature of Reason for/Nature of Equity Share Capital
allotment Allotted ®) ®) Consideration Allotment Shares ®)
March 28, 750,000 10 | 162.80 | Cash Preferential allotment®? 102,673,916 1,026,739,160
2019
September 27, 7,647,058 10 | 170.00 | Cash Preferential allotment®® 110,320,974 1,103,209,740
2019
August 12, 850,000 10 | 170.00 | Cash Preferential allotment ¢4 111,170,974 1,111,709,740
2020
February 10, 6,958,899 10 | 210.00 | Cash Preferential allotment®® 118,129,873 1,181,298,730
2021
February 11, 2,047,430 10 | 210.00 | Cash Preferential allotment®® 120,177,303 1,201,773,030
2021

A Cash was paid at the time of allotment of the CCPS

(1) Allotment of 100 Equity Shares each to Arun Kumar Goenka and Sunita Goenka pursuant to initial subscription to the MoA. September 27,
1991 is the date of incorporation of our Company.

(2) The cumulative issued, subscribed and paid-up equity share capital as on September 22, 1993, as per the annual return filed by our Company
with the RoC, was ¥2,422,000 reflecting an allotment of 242,000 Equity Shares between September 28, 1991 and September 22, 1993.

(3) The cumulative issued, subscribed and paid-up equity share capital as on October 31, 1994, as per the annual return filed by our Company
with the RoC, was 10,000,000 reflecting an allotment of 757,800 Equity Shares between September 23, 1993 and October 31, 1994.

(4) The cumulative issued, subscribed and paid-up equity share capital as on September 28, 2001, as per the annual return filed by our Company
with the RoC, was ¥11,245,000 reflecting an allotment of 124,500 Equity Shares between November 1, 1994 and September 28, 2001.

(5) Allotment of 375,000 Equity Shares to Bellwether Microfinance Fund Private Limited.

(6) Allotment of 500,000 Equity Shares to Bellwether Microfinance Fund Private Limited.

(7) Allotment of 550,000 Equity Shares to Lok Capital LLC, 550,000 Equity Shares to MSDF, 8,100 Equity Shares to Vidyanand Jha, 81,000 Equity
Shares to Swaminathan Aiyar, 1,211,000 Equity Shares to Caspian Advisory Private Limited as trustee to Bellwether Microfinance Trust and
180,000 Equity Shares to Shubhankar Sengupta.

** Allotment to Shubhankar Sengupta was made at face value.

(8) Allotment of 80,000 Equity Shares to Shubhankar Sengupta, 32,100 Equity Shares to Chandan Phukan, 10,700 Equity shares to Amit Kumar
Dutta and 7,200 Equity Shares to Joyanta Bakali.

(9) Allotment of 404,354 Equity Shares to Lok Capital LLC, 404,354 Equity Shares to MSDF and 2,157,958 Equity Shares to IFIF.
(10) Allotment of 266,666 Equity Shares to Swaminathan Aiyar and 133,334 Equity Shares to Bellwether Microfinance Fund Private Limited.
(11) Allotment of 875,000 Equity Shares to Shubhankar Sengupta and 825,000 Equity Shares to Arohan ESOP Trust.

(12) Allotment of 12,569,222 Equity Shares to Intellecash, 4,973,858 Equity Shares to AG I, 6,225 Equity Shares to AVMS, 2,133,437 Equity
Shares to MSDF, 930,954 Equity Shares to IFIF and 193,949 Equity Shares to Manoj Kumar Nambiar.

(23) Allotment of 1,000 Equity Shares to Geeta Nambiar, 1,000 Equity Shares to Shree Ravindranathan, 100 Equity Shares jointly to Nalini Agrawal
and Anurag Agrawal, 1,002 Equity Shares to Preeti Jha and 1,000 Equity Shares to Kalpana Bhushan.

(14) Allotment of 9,178,312 Equity Shares to AG II.

(15) Allotment of 11,487 Equity Shares to AVMS.

(16) Allotment of 150,000 Equity Shares to Swaminathan Aiyar and 1,373,189 Equity Shares to MSDF.

(17) Allotment of 193,949 Equity Shares to Manoj Kumar Nambiar.

(18) Allotment of 54,043 Equity Shares to Manoj Kumar Nambiar and 13,510 Equity Shares to Shubhankar Sengupta.
(19) Allotment of 30,807 Equity Shares to Madhu Rama Murthy Vishnubhatla.

(20) Allotment of 9,176,660 Equity Shares to Tano.
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(21) Allotment of 831,793 Equity Shares to Intellecash upon exercise of 831,793 warrants.

(22) Allotment of 168,207 Equity Shares to Intellecash upon exercise of 168,207 warrants.

(23) Allotment of 9,077,830 Equity Shares to Tano upon conversion of 9,176,660 CCPS.

(24) Allotment of 130,560 Equity Shares to AVMS, 2,208,090 Equity Shares to Tano, 2,754 Equity Shares to Vidyanand Jha, 17 Equity Shares to
Ayan Chatterjee, 170 Equity Shares to Shree Ravindranath, 170 Equity Shares to Kalpana Bhushan, 400 Equity Shares to Somnath Chakraborty
and 2,575 Equity Shares to Lokesh Dulalsankar Ray on a rights basis.

(25) Allotment of 7,818,565 Equity Shares to AVMS and 98,362 Equity Shares to Swaminathan Aiyar on a rights basis.

(26) Allotment of 11,452,405 Equity Shares to Maj Invest.

(27) Pursuant to the Scheme, 18,067,494 Equity Shares held by Intellecash in our Company were cancelled and extinguished. See “History and
Certain Corporate Matters — Details regarding Acquisition or Divestment of Business/Undertakings, Mergers, Amalgamations and Revaluation of
Assets” on page 172.

(28) Pursuant to the Scheme, 23,970,479 Equity Shares were allotted in the following manner: 12,354,499 Equity Shares to I-Cap, 426,155 Equity
Shares to AVMS, 10,127,805 Equity Shares to AG |1, 64,032 Equity Shares to Kartikay Rai, 21,344 Equity Shares to Aparajita Agrawal, 21,344
Equity Shares to Shree Ravindranath, 21,344 Equity Shares to Manju Mary George, 10,672 Equity Shares to Archana Kejriwal, 10,672 Equity
Shares to Vasu Kangovi, 10,328 Equity Shares to Krishnan Mani, 2,134 Equity Shares to Anas Mohammed, 498,739 Equity Shares to Rajesh
Sachdeva, 172,033 Equity Shares to Jayesh Arvind Parekh, 71,682 Equity Shares to Sameer Anil Wagle, 57,345 Equity Shares to John Arunkumar
Diaz and 100,351 Equity Shares to Kedar Anil Wagle. The swap ratio pursuant to the Scheme was 213.44 Equity Shares for every 100 equity shares
of %10 each of Intellecash (equivalent to 2.1344 Equity Shares for every one equity share of Intellecash). See “History and Certain Corporate
Matters — Details regarding Acquisition or Divestment of Business/Undertakings, Mergers, Amalgamations and Revaluation of Assets ” on page
172.

(29) Allotment of 600,000 Equity Shares to Arohan ESOP Trust.

(30) Allotment of 3,034,685 Equity Shares to AVMS and 7,182,603 Equity Shares to Aavishkaar Capital Advisors LLP.

(31) Allotment of 921,375 Equity Shares to AVMS, 859,950 Equity Shares to Maj Invest, 429,975 Equity Shares to Rajesh Sachdeva and 429,975
Equity Shares to TR Capital.

(32) Allotment of 750,000 Equity Shares to Arohan ESOP Trust.
(33) Allotment of 4,117,647 Equity Shares to I-Cap and 3,529,411 Equity Shares to AVMS.
(34) Allotment of 850,000 Equity Shares to Arohan ESOP Trust.

(35) Allotment of 5,530,329 Equity Shares to ASK Financial Holding Private Limited, 476,190 Equity Shares to Kiran Vyapar Limited and 952,380
Equity Shares to AVMS

(36) Allotment of 1,047,430 Equity Shares to Rajesh Sachdeva and 1,000,000 Equity Shares to Arohan ESOP Trust.

* Our Company has been unable to trace further corporate records in relation to such allotments. See “Risk Factors — Some of our corporate
records and regulatory filings, including those relating to allotments of our Equity Shares in the past are not traceable ” on page 42.

(b) The history of the preference share capital of our Company is disclosed below:
Number of Face Issue Price
Date of CCPS Value per CCPS Nature of Reason for/Nature Cumulative
allotment Allotted ®) ®) Consideration of Allotment Number of CCPS
March 30,2015 | 9,176,660 20 32.69 Cash Preferential allotment 9,176,660

As on the date of this Draft Red Herring Prospectus, our Company does not have any authorized, issued,
subscribed or paid-up preference share capital. All outstanding CCPS of our Company were converted into
Equity Shares on December 19, 2016. See “- Share Capital History of Our Company” beginning on page 68.
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2. Issue of Equity Shares at a price lower than the Offer Price in the last one year

Except as disclosed below, our Company has not issued any Equity Shares at a price which may be lower than the
Offer Price during the period of one year preceding the date of this Draft Red Herring Prospectus.

Number of
Equity Shares Face Value Issue price per Whether part of
Date of Allotment Allotted (€3] Equity Share %) Reason for Allotment Promoter Group
August 12, 2020 850,000 10 170 Preferential allotment® No
February 10, 2021 6,958,899 10 210.00 Preferential allotment® Yes, partially
February 11, 2021 2,047,430 10 210.00 Preferential allotment® No

(1) Allotment of 850,000 Equity Shares to Arohan ESOP Trust

(2) Allotment of 5,530,329 Equity Shares to ASK Financial Holding Pvt. Ltd., 476,190 Equity Shares to Kiran Vyapar Limited and
952,380 Equity Shares to AVMS

(3) Allotment of 1,047,430 Equity Shares to Rajesh Sachdeva and 1,000,000 Equity Shares to Arohan ESOP Trust.

Issue of Equity Shares for Consideration Other than Cash or by way of bonus issue

Other than the issue and allotment of Equity Shares pursuant to the Scheme, our Company has not issued any
Equity Shares in the past for consideration other than cash or by way of bonus issue. For details of the Equity
Shares issued pursuant to the Scheme, see “--1ssue of Equity Shares pursuant to schemes of arrangement” on
page 72.

Issue of Equity Shares out of revaluation reserves

Our Company has not issued any Equity Shares out of revaluation reserves since its incorporation.

Issue of Equity Shares pursuant to schemes of arrangement

Our Company has not issued any Equity Shares in the past in terms of a scheme of arrangement approved

under Sections 391-394 of the Companies Act, 1956 or Sections 230-234 of the Companies Act, except as
disclosed below.

Number
of Equity Face Issue price
Date of Shares Value | per Equity Reason for Benefits Accrued to our
Allotment Allotted (€4} Share }) Allotment Allottees Company
March 28, 23,970,479 10 - Allotment pursuant | Erstwhile Consideration for transfer of
2018 to the Scheme shareholders of | undertaking of Intellecash and
Intellecash® merger thereof with our
Company pursuant to the
Scheme.

(1) See “- Share Capital History of Our Company” on page 68 and “History and Certain Corporate Matters — Details regarding
Acquisition or Divestment of Business/Undertakings, Mergers, Amalgamations and Revaluation of Assets ” on page 172.

Details of Build-up, Contribution and Lock-in of Promoters’ Shareholding and Lock-in of other Equity
Shares

As on the date of this Draft Red Herring Prospectus, our Promoters hold 41,235,920 Equity Shares,
constituting approximately 34.32% of the issued, subscribed and paid-up share capital of our Company.
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@ Build-up of our Promoters’ Shareholding in our Company

Issue/
Transfer Nature of Percentage of Percentage of
Date of Number of Face Price per Acquisition/ Pre-Offer Post-Offer
Allotment Equity Value Equity Nature of Allotment/ Equity Share Equity Share
[Transfer Shares ® Share k) | Consideration Transfer Capital (%0) Capital (%0)
AVMS

September 6,225 10 12.89 | Cash Preferential 0.01 [e]
10, 2012 allotment
September 11,487 10 20.39 | Cash Preferential 0.01 [e]
27,2013 allotment
November 750,328 10 27.71 | Cash Transfer from 0.62 [®]
15, 2016 Manoj Kumar

Nambiar
January 19, 130,560 10 56.61 | Cash Preferential 0.11 [®]
2017 allotment
January 27, 7,818,565 10 56.61 | Cash Preferential 6.51 [e]
2017 allotment
March 28, 426,155 10 - | Other than cash Allotment of 0.35 [e]
2018 Equity Shares

pursuant to the

Scheme
December 3,034,685 10 146.81 | Cash Preferential 2.53 [e]
28, 2018 allotment
March 26, 921,375 10 162.80 | Cash Preferential 0.77 [e]
2019 allotment
August 23, 1,795,650 10 146.81 | Cash Transfer from 1.49 [e]
2019 Aavishkaar

Capital Advisors

LLP
August 27, 1,795,650 10 146.81 | Cash Transfer from 1.49 [e]
2019 Aavishkaar

Capital Advisors

LLP
August 27, 1,795,650 10 146.81 | Cash Transfer from 1.49 [e]
2019 Aavishkaar

Capital Advisors

LLP
September 1,795,653 10 146.81 | Cash Transfer from 1.49 [e]
12,2019 Aavishkaar

Capital Advisors

LLP
September 3,629,411 10 170.00 | Cash Preferential 2.94 [e]
27,2019 allotment
February 10, 952,380 10 210.00 | Cash Preferential 0.79 [e]
2021 allotment
SuUB 24,763,774 20.61 [e]
TOTAL (A)

1-Cap

March 28, 12,354,499 10 - | Other than cash Allotment of 10.28 [e]
2018 Equity Shares

pursuant to the

Scheme®
September 4,117,647 10 170.00 | Cash Preferential 3.43 [e]
27,2019 allotment
SuB 16,472,146 13.71 [e]
TOTAL (B)
TOTAL 41,235,920 34.32 [e]
(A)+(B)

(1) See “History and Certain Corporate Matters — Details regarding Acquisition or Divestment of Business/Undertakings, Mergers, Amalgamations
and Revaluation of Assets” on page 172.

All the Equity Shares held by our Promoters were fully paid-up on the respective dates of acquisition/allotment of
such Equity Shares. None of the Equity Shares held by our Promoters are pledged.
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(b) Details of Promoters’ Contribution and Lock-in

Pursuant to Regulations 14 and 16 of the SEBI ICDR Regulations, an aggregate of at least 20% of the fully-
diluted post-Offer Equity Share capital of our Company held by our Promoters shall be considered as the
minimum Promoters’ contribution and is required to be locked-in for a period of three years from the date of
Allotment. Our Promoters’ shareholding in excess of 20% shall be locked in for a period of one year from
the date of Allotment.

The Equity Shares that are being locked-in are not ineligible for computation of minimum Promoters’
contribution under Regulation 15 of the SEBI ICDR Regulations. In this regard, our Company confirms that:

M The Equity Shares offered towards minimum Promoters’ contribution have not been acquired during
the three immediately preceding years (a) for consideration other than cash and revaluation of assets
or capitalization of intangible assets, or (b) arising from bonus issue by utilization of revaluation
reserves or unrealized profits of our Company or from a bonus issue against Equity Shares, which
are otherwise ineligible for computation of Promoters’ contribution;

(ii) The Equity Shares offered towards minimum Promoters’ contribution have not been acquired by
the Promoters during the year immediately preceding the date of this Draft Red Herring Prospectus
at a price lower than the Offer Price; and

(iii) The Equity Shares held by our Promoters are not subject to any pledge.

(iv) Our Company has not been formed by the conversion of a partnership firm into a company. All
Equity Shares held by our Promoters are in dematerialized form as on the date of this Draft Red

Herring Prospectus.

The details of the Equity Shares of our Promoters locked-in as minimum Promoters’ contribution are given

below:
Date up
to which
Percentag the
A Dat.e_o.f e of Post- Equity
cquisition Off sh
of Equity E er ares
Shares and Acquisition Sﬂl;:_tg su%r'g ot
When Made Face Price per Number of Pre-Offer Cavital to LJo k-
Name of Fully Paid- Nature of Value Equity Equity Shares Equity Share (5) in
Promoter up Transaction ®) Share (%) Locked-in Capital (%) S
AVMS [e] [e] [] [] [e] [e] [e] | [e]
SuB [e] (o] | [e]
TOTAL [o]
(A)
I-Cap [e] [ [o] [ [e] ] [o] | [e] [e] [o] | [e]
SuB [e] [e] [e] | [e]
TOTAL
(B)
TOTAL [+]
(A)+(B) [e] [o] [o]

*“To be completed prior to filing of the Prospectus with the RoC.

Our Promoters have agreed not to sell, transfer, charge, pledge or otherwise encumber in any manner, the
Promoter’s contribution from the date of filing the Draft Red Herring Prospectus, until the expiry of the lock-
in specified above, or for such other time as required under SEBI ICDR Regulations, except as may be
permitted, in accordance with the SEBI ICDR Regulations.
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(©)

(d)

()

Details of Share Capital locked-in for one year

In addition to the Equity Shares proposed to be locked-in as part of the minimum Promoters’ contribution as
stated above, as prescribed under the SEBI ICDR Regulations, the entire pre-Offer Equity Share capital of
our Company will be locked-in for a period of one year from the date of Allotment of Equity Shares in the
Offer except the following: (i) the Equity Shares that are held by any VCFs, AlF (category | or category Il)
or FVCI subject to the conditions set out in Regulation 17 of the SEBI ICDR Regulations, provided that such
Equity Shares will be locked-in for a period of at least one year from the date of purchase by the VCFs, AlF
(category | or category Il) or FVCI; (ii) any Equity Shares held by eligible employees of our Company
(whether currently employees or not) which may be allotted to them under the ESOP Schemes prior to the
Offer; and (iii) the Equity Shares transferred pursuant to the Offer for Sale.

Further, 3,414,524 Equity Shares held by Arohan ESOP Trust will be permitted to be transferred to our
employees upon exercise of vested options and such transferred Equity Shares will not be subject to any lock-
in in the hands of our employees, subject to the SEBI SBEB Regulations. The Equity Shares received by
employees from Arohan ESOP Trust pursuant to exercise of options shall be exempt from lock-in under
Regulation 17 of the SEBI ICDR Regulations, subject to the SEBI SBEB Regulations.

Other requirements in respect of lock-in

Pursuant to Regulation 21 of the SEBI ICDR Regulations, the locked-in Equity Shares held by our Promoters
may be pledged only with scheduled commercial banks or public financial institutions or a systemically
important NBFC or a housing finance company as collateral security for loans granted by such scheduled
commercial bank or public financial institution or systemically important NBFC or housing company,
provided that specified conditions under the SEBI ICDR Regulations are complied with.

Pursuant to Regulation 22 of the SEBI ICDR Regulations, the Equity Shares held by our Promoters, which
are locked-in in accordance with Regulation 16 of the SEBI ICDR Regulations, may be transferred to and
among our Promoters and any member of the Promoter Group, or to a new promoter of our Company and
the Equity Shares held by any persons other than the Promoters, which are locked-in in accordance with
Regulation 17 of the SEBI ICDR Regulations, may be transferred to and among such other persons holding
specified securities that are locked in, subject to continuation of the lock-in in the hands of the transferee for
the remaining period and compliance with the SEBI Takeover Regulations, as applicable.

Lock-in of Equity Shares Allotted to Anchor Investors

Any Equity Shares Allotted to Anchor Investors in the Anchor Investor Portion will be locked-in for a period
of 30 days from the date of Allotment.
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7. Shareholding Pattern of our Company
The table below presents the shareholding of our Company as on the date of this Draft Red Herring Prospectus.
Category Category of [Numbe| Number of |Number|Numbe |Total Number |Shareholding| Number of Voting Rights held in Each | Number of |Shareholding, as Number of Number of Shares Number of
(0] Shareholder | rof | Fully Paid-up of r of of Equity as a % of Class of Securities Shares a % Assuming | locked-in shares | Pledged or Otherwise | Equity Shares
()] Shareh | Equity Shares | Partly | Shares | Shares Held |Total Number (1X) Underlying | Full Conversion X1 Encumbered” held in
olders Held Paid-up|Underly v of Equity Outstanding| of Convertible (X1 Dematerialized
[UD)] ) Equity | ing =(IV)+(V)+ Shares No of Voting Rights Total as a| Convertible | Securities (as a |Number| As a % | Number (a) |As a % of Form
Shares | Deposit (V1) (calculated as % of Securities | Percentage of (@) | of total total XIV)
Held ory per SCRR, (A+B+ C)| (including | Diluted Share shares share s
(V) |Receipt 1957) Warrants) Capital) held (b) held (b)
s (VII) Asa % X) (XN)= (VI1)+(X)
(%)) of (A+B+C2) As a % of
(A+B+C2)
Class: Equity Total
Shares
(A) Promoter and 2 41,235,920 - - 41,235,920 34.32 41,235,920| 41,235,920 34.32 - - - - 41,235,920
Promoter
Group
(B) Public 37, 75,526,859 - - 75,526,859 62.84 75,526,859 75,526,859 62.84 - - - - 75,526,859
(C) Non - - - - - - - - - - - - -
Promoter-
Non Public
(C1) Shares - - - - - - - - - - - - - -
Underlying
DRs
(C2) Shares held 1 3,414,524 - - 3,414,524 2.84 3,414,524 3,414,524 2.84] - - - - 3,414,524
by Employee
Trusts
Total 40 120,177,303 - - 120,177,303 100.00 120,177,303| 120,177,303 100.00 - - - - 120,177,303
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8. Details of the Shareholding of the major Shareholders of our Company

D The Equity Shareholders holding 1% or more of the paid-up Equity Share capital of our Company and the
number of Equity Shares held by them as on the date of this Draft Red Herring Prospectus are detailed in

the table below:

Percentage of the pre- Offer Equity
S. No. Name of the Shareholder Number of Equity Shares Share capital (%)

1. AVMS 24,763,774 20.61
2. AG I 18,539,529 15.43
3. Tano 16,914,279 14.07
4. 1-Cap 16,472,146 13.71
5. Maj Invest 15,401,267 12.82
6. TR Capital 9,718,722 8.09
7. ASK Financial Holdings Pvt. Ltd. 5,530,329 4.60
8. Rajesh Sachdeva 3,589,296 2.99
9. Arohan ESOP Trust 3,414,524 2.84
10. MSDF 3,270,980 2.72

TOTAL 117,614,846 97.87

The Equity Shareholders who held 1% or more of the paid-up Equity Share capital of our Company and
the number of Equity Shares held by them 10 days prior to the date of this Draft Red Herring Prospectus

are detailed in the table below:

Percentage of the pre- Offer Equity
S. No. Name of the Shareholder Number of Equity Shares Share capital (%)

1. AVMS 23,811,394 21.42
2. AG I 18,539,529 16.68
3. Tano 16,914,279 15.21
4. 1-Cap 16,472,146 14.82
5. Maj Invest 15,401,267 13.85
6. TR Capital 11l Mauritius 9,718,722 8.74
7. MSDF 3,270,980 2.94
8. Rajesh Sachdeva 2,541,866 2.29
9. Arohan ESOP Trust 2,414,524 2.17

TOTAL 109,084,707 98.12

The Equity Shareholders who held 1% or more of the paid-up Equity Share capital of our Company and
the number of Equity Shares held by them one year prior to the date of this Draft Red Herring Prospectus

are detailed in the table below:

Percentage of the pre- Offer Equity Share

S. No. Name of the Shareholder Number of Equity Shares capital (%)
1. AVMS 23,811,394 21.58
2. AG I 18,539,529 16.81
3. Tano 16,914,279 15.33
4. I-Cap 16,472,146 14.93
5. Maj Invest 15,401,267 13.96
6. TR Capital 11l Mauritius 9,718,722 8.81
7. MSDF 3,270,980 2.96
8. Rajesh Sachdeva 2,541,866 2.30
9. Arohan ESOP Trust 1,564,524 142

TOTAL 108,234,707 98.10
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4 The Equity Shareholders who held 1% or more of the paid-up Equity Share capital of our Company and
the number of Equity Shares held by them two years prior to the date of this Draft Red Herring Prospectus
are detailed in the table below:
Percentage of the pre- Offer Equity Share
S. No. Name of the Shareholder Number of Equity Shares capital (%)
1 AGII 18,539,529 18.67
2. Tano 16,914,279 17.04
3. Maj Invest 14,541,317 14.65
4. I-Cap 12,354,499 12.44
5. AVMS 12,178,005 12.27
6. TR Capital 9,288,747 9.36
7. ACALLP 7,182,603 7.23
8. MSDF 3,270,980 3.29
9. Rajesh Sachdeva 2,101,219 2.12
TOTAL 96,371,178 97.07
9. Details of the Shareholding of our Directors, Key Managerial Personnel, Promoter Group and
directors of our Promoter
Q None of our Directors and Key Managerial Personnel hold any Equity Shares in our Company as on the
date of filing of this Draft Red Herring Prospectus other than as disclosed below:
Number of Equity Percentage of the pre- Offer | Percentage of the post-Offer
S. No. | Name of the Shareholder Shares Equity Share capital (%) of Equity Share Capital (%0)
Directors
1. | Sumantra Banerjee | 10,000 | 0.01 [o]
Key Managerial Personnel
1. Milind Ramchandra Nare 10,000 0.01 [e]
2. Prashant Rai 7,500 0.01 [e]
3. Shirish Chandra Panda 14,000 0.01 [e]
4. Harshavardhan Patnaik 24,492 0.02 [e]
Total 65,992 0.05 [o]
For details of employee stock options granted to our Directors or Key Managerial Personnel, see “-
Employee Stock Option Schemes” on page 78.
2 The aggregate shareholding of our Promoters, Promoter Group and of the directors of our Promoters are
detailed in the table below:
Percentage of the pre- Percentage of the post-
Number of Equity Offer Equity Share Offer Equity Share
S. No. | Name of the Shareholder Shares capital (%) Capital (%)
Promoters and Promoter Group
1. AVMS 24,763,774 20.61 [o]
2. I-Cap 16,472,146 13.71 [o]
Directors of the Promoters
1. - - - -
Total 41,235,920 34.32 [e]
10. Employee Stock Option Schemes
(a8  Arohan Employee Stock Option Plan 2010, as amended (“ESOP 2010”)

Our Board of Directors approved the Arohan Employees Stock Option Plan 2010 (the “ESOP 2010”)
pursuant to a resolution dated January 20, 2010 and our Shareholders approved the ESOP 2010 pursuant to
a resolution dated March 15, 2010. Subsequently, our Board of Directors approved the amendment of the
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ESOP 2010 pursuant to its resolution dated May 19, 2017 and our Shareholders approved the amendment
of the ESOP 2010 pursuant to a special resolution dated August 29, 2017. Pursuant to the ESOP 2010,
options to acquire Equity Shares may be granted to eligible “employees” (as defined in the ESOP 2010)
including (i) a permanent employee of the Company working inside or outside of India; or (ii) a Director of
the Company; or (iii) an employee as defined in (i) and (ii) above, of one or more subsidiaries of our
Company, if any. The ESOP 2010 is compliant with the SEBI SBEB Regulations. The ESOP 2010
contemplates that the total number of Equity Shares to be issued pursuant to exercise of options under the
ESOP 2010 shall not exceed 825,000 Equity Shares. The ESOP 2010 is being implemented through the

Arohan ESOP Trust.

Details of the ESOP 2010 are disclosed below:

Particulars

Details

Options granted

Financial Year/Period

Total No. of Options
Granted

Financial Year ended 2018

2,717,772

Financial Year ended 2019

Financial Year ended 2020

During the period April 1, 2020 to September

Options vested (including
exercised)

30, 2020

Financial Year/Period Total No. of Options
Vested

Financial Year ended 2018 52,500

Financial Year ended 2019 2,52,772

Financial Year ended 2020

During the period April 1, 2020 to September

Options exercised

30, 2020

Financial Year/Period Total No. of Options
Exercised

Financial Year ended 2018 52,500

Financial Year ended 2019 78,492

Financial Year ended 2020

During the period April 1, 2020 to September

30, 2020

Exercise price of options (in )

35000 shares: Rs 16.23
17500 shares: Rs 24.77
48492 shares: Rs 40.94
30000 shares: Rs 84.70

Options vested and not
exercised

1,75,280

The total number of Equity
Shares arising as a result of
exercise of options

Financial Year/Period

Total No. of Options

Exercised
Financial Year ended 2018 52,500
Financial Year ended 2019 78,492

Financial Year ended 2020

During the period April 1, 2020 to September

30, 2020

Options forfeited or lapsed

Financial Year/Period

Number of options

Financial Year ended 2018

Financial Year ended 2019

24,000

Financial Year ended 2020

During the period April 1, 2020 to September

30, 2020

79




Particulars

Details

Vesting Period (from date of
grant)

Financial Year/Period

Vesting Period

Financial Year ended 2018

Financial Year 2019

One year (100%)

Financial Year ended 2020

During the period April 1, 2020 to September
30, 2020

Variation of terms of options

Not Applicable

Money realized by exercise of
options

Financial Year/Period

INR in millions

Financial Year ended 2018

1.00

Financial Year ended 2019

4.53

Financial Year ended 2020

During the period April 1, 2020 to September
30, 2020

Total number of options in
force

Financial Year/Period

Total No. of Options

Exercised
As of March 31, 2018 2,717,772
As of March 31, 2019 1,75,280
As of March 31, 2020 1,75,280
As of September 30, 2020 1,75,280

Employee-wise detail of options granted to:

(i) Key Managerial | | Name of the KMP to whom No. of Options No. of Options
Personnel options granted during FY Granted outstanding as at
17-18 September 30, 2020
Milind Ramchandra Nare 50,000 50,000
Harshavardhan Patnaik 51,772 17,280
Abin Mukhopadhyay 24,000 24,000
Arvind Murarka 30,000 30,000
Prashant Rai 30,000 30,000
Shirish Chandra Panda 14,000 -
Total 1,99,772 1,51,280
(i) Any other employee who | | Financial Year 2017 -2018 Total No. of No. of Options
received a grant in any Options Granted outstanding as at
one year of options September 30, 2020
amounting to 5% or | |Joyanta Bakali 24,000 24,000
more of the options | | Total 24,000 24,000
granted during the year
(iii)  Identified employees | Nil
who  were  granted

options during any one
year equal to/exceeding
1% of the issued capital
(excluding outstanding
warrants and
conversions) of our
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Particulars

Details

Company at the time of
grant

Fully diluted EPS pursuant to
issue of Equity Shares on
exercise of options in
accordance with the relevant
accounting standard on
Earnings per Share

For Financial Year 2018: 3.51

For Financial Year 2019: 14.02

For Financial Year 2020:12.05

For half year ended September 30, 2020: 5.74

Lock-in

NIL

Difference, if any, between
employee compensation cost
calculated using the intrinsic
value of stock options and the
employee compensation cost
calculated on the basis of fair
value of stock options and its
impact on profits and on the
Earnings per Equity Share —
(face value 10 per Equity
Share)

Not Applicable since employee compensation cost is calculated on the basis of
fair value of stock options in the restated financial statements.

Weighted average exercise
price of options whose
exercise price either equals or
exceeds or is less than the
market price of the stock

For Financial Year 2018

Exercise price equals market price on the date of grant: Rs 84.70

Exercise price is greater than market price on the date of grant: Not Applicable
Exercise price is less than market price on the date of grant: Rs 40.94

For Financial Year 2019: Not Applicable

For Financial Year 2020: Not Applicable

For half year ended September 30, 2020: Not Applicable

Weighted average fair value of
options whose exercise price
either equals or exceeds or is
less than the market price of
the stock

For Financial Year 2018

Exercise price equals market price on the date of grant: Rs 14.71

Exercise price is greater than market price on the date of grant: Not Applicable
Exercise price is less than market price on the date of grant: Rs 14.71

For Financial Year 2019: Not Applicable

For Financial Year 2020: Not Applicable

For half year ended September 30, 2020: Not Applicable

A description of the method
and significant assumptions
used during the year to
estimate the fair values of
options, including weighted
average information

Black Scholes Method

Risk free interest rate 6.07
Expected life 1.04
Expected volatility 35.95
Expected dividends -
Price of underlying share in the

market at the time of grant of option 14.71
(Rs.)
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(b)

Particulars

Details

Impact on profit and Earnings
per Equity Share — (face value
%1 per Equity Share) of the last
three years if the accounting
policies prescribed in the SEBI
SBEB Regulations had been
followed in respect of options
granted in the last three years

Not Applicable since accounting policies prescribed in the SEBI SBEB
Regulations had been followed in respect of options granted in the last three

years

Intention of the Key
managerial personnel and
wholetime directors who are
holders of Equity Shares
allotted on exercise of options
granted to sell their equity
shares within three months
after the date of listing of
Equity Shares pursuant to the
Offer

As informed by the KMP and the wholetime directors who are holders of Equity
Shares allotted on exercise of options, they do not intend to sell their equity
shares within three months after the date of listing of Equity Shares pursuant to

the Offer

Intention to sell Equity Shares
arising out of the ESOP Plan
2019 within three months after
the listing of Equity Shares, by
Directors, senior management
personnel and employees
having Equity Shares arising
out of an employee stock
option scheme , amounting to
more than 1% of the issued
capital (excluding outstanding

warrants and conversions)

Not Applicable

Arohan Employee Stock Option Plan 2018 (“ESOP 2018”)

Our Board of Directors has approved the ESOP 2018 pursuant to its resolution dated April 27, 2018 and our
Shareholders have approved the ESOP 2018 pursuant to special resolution dated May 15, 2018. Pursuant to
the ESOP 2018, options to acquire Equity Shares may be granted to eligible employees (as defined in the
ESOP 2018). ESOP 2018 is compliant with the SEBI SBEB Regulations. The ESOP 2018 contemplates that
the total number of Equity Shares to be issued pursuant to exercise of options under the ESOP 2018 shall
not exceed 2,212,386 Equity Shares.

Details of the ESOP 2018 are disclosed below:

Particulars

Details

Options granted

Financial Year/Period

Total No. of Options Granted

2020

Financial Year 2019 5,97,264
Financial Year 2020 7,69,528
From April 1, 2020 until September 30, 8,42,858
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Particulars

Details

Options vested

Financial Year/Period

Total No. of Options Vested

Financial Year 2019 0
Financial Year 2020 0
From April 1, 2020 until September 30, 0

2020

Options exercised

Financial Year/Period

Total No. of Options Exercised

Financial Year 2019 0
Financial Year 2020 0
From April 1, 2020 until September 30, 0

2020

Exercise price of options (in

3)

Grant 2018: Rs 130
Grant 2019: Rs 162.80
Grant 2020: Rs 170

Options vested and not
exercised

Options vested: Nil

The total number of Equity
Shares arising as a result of
exercise of options

Nil

Options forfeited or lapsed

Financial Year/Period

Vesting Period

Financial Year 2019 54,000
Financial Year 2020 35,250
From April 1, 2020 until September 30, NIL

2020

Vesting Period (from date of

grant)

36 months from date of grant of option

Variation of terms of options

Not Applicable

Money realized by exercise
of options

Financial Year/Period

Rupees in millions

Financial Year 2019 Nil
Financial Year 2020 Nil
From April 1, 2020 until September 30, Nil

2020

Total number of options in Financial Year/Period Total No. of Options Exercised
force As of March 31, 2019 5,43,264
As of March 31, 2020 12,77,242
As on September 30, 2020 21,20,400
Employee-wise detail of options granted to:
(iv) Key Managerial
Personnel Name of the KMP No. of Options Granted No. of
Financial /Half Year ended Options
March March | September | outstanding
2019 2020 2020 ason
September
30, 2020
Manoj Kumar 1,50,000| 1,50,000 1,37,500 4,37,500
Nambiar
Milind Ramchandra 57,024 62,208 57,024 1,76,256
Nare
Anirudh Singh G. 36,300 39,600 42,300 1,18,200
Thakur
Shailesh Kumar 44,800 36,000 25,200 1,06,000
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Particulars Details
Shirish Panda 49,880 46,530 32,949 1,29,359
Harshavardhan 34,560 33,840 29,610 98,010
Patnaik
Abin Mukhopadhyay 32,400 36,000 36,000 1,04,400
Prashant Rai 24,000 29,700 36,000 89,700
Arvind Murarka 24,000 32,400 28,800 85,200
Ranjan Das 24,300 36,000 32,400 92,700
Total 4,77,264| 5,02,278 4,57,783 14,37,325
(v) Any other employee
who received a grant in | | Financial Year ended 2019 Total No. of|  No. of options
any one year of options options granted outstanding
amounting to 5% or | |Joyanta Bakali 30,000 30,000
more of the options | | Joji Jacob 36,000 36,000
granted during the year | | Total 66,000 66,000

Financial Year ended 2020

Total No. of options granted

Nil

Nil

(vi) Identified employees
who were granted
options during any one
year equal to/exceeding
1% of the issued capital
(excluding outstanding
warrants and
conversions) of our
Company at the time of
grant

Nil

Fully diluted EPS pursuant to
issue of Equity Shares on
exercise of options in
accordance with the relevant
accounting standard on
Earnings per Share

For Financial Year 2019: 14.02
For Financial Year 2020:12.05
For half year ended September 30, 2020: 5.74

Lock-in

Nil

Difference, if any, between
employee compensation cost
calculated using the intrinsic
value of stock options and the
employee compensation cost
calculated on the basis of fair
value of stock options and its
impact on profits and on the
Earnings per Equity Share —
(face value %10 per Equity
Share)

Not Applicable since employee compensation cost is calculated on the basis of
fair value of stock options in the restated financial statements.
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Particulars

Details

Weighted average exercise
price of options whose
exercise price either equals or
exceeds or is less than the
market price of the stock

Exercise price equals market price on the date of grant

Grant 2018

Grant 2019

Grant 2020

130

162.80

170

Exercise price is greater than market price on the date of grant: Not Applicable
Exercise price is less than market price on the date of grant: Not Applicable

Weighted average fair value
of options whose exercise
price either equals or exceeds
or is less than the market
price of the stock

Exercise price equals market price on the date of grant:

Grant 2018

Grant 2019

Grant 2020

37.61

49.53

56.83

Exercise price is greater than market price on the date of grant: Not Applicable
Exercise price is less than market price on the date of grant: Not Applicable

A description of the method
and significant assumptions
used during the year to
estimate the fair values of
options, including weighted
average information

Particulars | Grant 2018 | Grant 2019 | Grant 2020
Black Scholes Method

Risk free interest 7.51% 6.75% 4.39%
rate

Expected life 2,50 2,50 257
Expected volatility 3495 39.02 47 60
Expected dividends Not Applicable

Price of underlying

share in the market 130.00 162.80 170.00
at the time of grant

of option (Rs.)

Impact on profit and
Earnings per Equity Share —
(face value X1 per Equity
Share) of the last three years
if the accounting policies
prescribed in the SEBI SBEB
Regulations had been
followed in respect of options
granted in the last three years

Not Applicable since accounting policies prescribed in the SEBI SBEB
Regulations had been followed in respect of options granted in the last three
years

Intention of the Key
managerial personnel and
whole time directors who are
holders of Equity Shares
allotted on exercise of
options granted to sell their
equity shares within three
months after the date of
listing of Equity Shares
pursuant to the Offer

As informed by the KMP and the wholetime directors who are holders of Equity
Shares allotted on exercise of options, they do not intend to sell their equity
shares within three months after the date of listing of Equity Shares pursuant to
the Offer
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11.

12.

13.

14.

15.

16.

17.

18.

Particulars Details

Intention to sell Equity Not Applicable
Shares arising out of the
ESOP Plan 2019 within three
months after the listing of
Equity Shares, by Directors,
senior management personnel
and employees having Equity
Shares arising out of an
employee stock option
scheme , amounting to more
than 1% of the issued capital
(excluding outstanding
warrants and conversions)

Arohan Employee Stock Option Plan 2021 (“ESOP 2021”)

Our Board of Directors has approved the ESOP 2021pursuant to its resolution dated February 4, 2021 and
our Shareholders have approved the ESOP 2021 pursuant to a special resolution dated February 8, 2021.
Pursuant to the ESOP 2021, options to acquire Equity Shares may be granted to eligible employees (as
defined in the ESOP 2021) including (i) a permanent employee of the Company working inside or outside
of India; or (ii) a Director of the Company; or (iii) an employee as defined in (i) and (ii) above, of one or
more subsidiaries of our Company, if any. ESOP 2021 is compliant with the SEBI SBEB Regulations. The
ESOP 2021 contemplates that the total number of Equity Shares to be issued pursuant to exercise of options
under the ESOP 2021 shall not exceed 1,000,000 Equity Shares. The ESOP 2021 is being implemented
through the Arohan ESOP Trust. No options have been granted, vested or exercised under the ESOP 2021,
until the date of filing of this Draft Red Herring Prospectus.

As on the date of this Draft Red Herring Prospectus, other than outstanding stock options under the ESOP
Schemes as disclosed hereinabove, there are no outstanding warrants, options or rights to convert
debentures, loans or other instruments convertible into Equity Shares.

None of the BRLMs or their respective associates, as defined in the SEBI Merchant Bankers Regulations,
hold any Equity Shares in our Company as on the date of this Draft Red Herring Prospectus.

Our Company has not made any public issue since its incorporation, and has not made any rights issue of
any kind or class of securities since its incorporation, other than as disclosed in “- Share Capital History of
our Company” on page 68.

Our Company has not made any bonus issue of any kind or class of securities since its incorporation.

Our Company, our Directors and the BRLMs have not entered into any buy-back arrangements for purchase
of Equity Shares to be Allotted pursuant to the Offer.

Our Company does not have any partly paid-up Equity Shares as on the date of this Draft Red Herring
Prospectus. All Equity Shares Allotted in the Offer will be fully paid-up at the time of Allotment.

There will not be any further issue of Equity Shares, whether by way of issue of bonus shares, preferential
allotment, rights issue or in any other manner during the period commencing from submission of this Draft
Red Herring Prospectus with the SEBI until the Equity Shares have been listed on the Stock Exchanges or
all application monies have been refunded, as the case may be, other than in connection with: (i) the Offer;
(ii) the Pre-IPO Placement; (iii) any additional capital raising through a further issue of securities
aggregating to up to INR 1,500 million, in one or more tranches, from non-promoters, after the date of this
DRHP but prior to filing of the RHP with the RoC; or (iv) any issue of Equity Shares pursuant to exercise
of options granted under the ESOP Schemes.

There have been no financing arrangements whereby our Promoter Group, directors of our Promoters, our
Directors and their relatives have purchased or sold or financed the purchase by any other person of
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19.

20.

securities of our Company other than in the normal course of the business of the financing entity during the
period of six months immediately preceding the date of filing of this Draft Red Herring Prospectus.

Our Company presently does not intend or propose and is not under negotiations or considerations to alter
its capital structure for a period of six months from the Bid/Offer Opening Date, by way of split or
consolidation of the denomination of Equity Shares or further issue of Equity Shares (including issue of
securities convertible into or exchangeable, directly or indirectly for Equity Shares) whether on a preferential
basis or by way of issue of bonus shares or on a rights basis or by way of further public issue of Equity
Shares or qualified institutions placements or otherwise. Provided, however, that the foregoing restrictions
do not apply to: (a) the issuance of any Equity Shares under the Offer; (b) any issuance, pursuant to the
exercise of employee stock options under the ESOP Schemes.

As on the date of filing of this Draft Red Herring Prospectus, the total number of holders of the Equity
Shares is 40.
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OBJECTS OF THE OFFER
The Offer consists of the Fresh Issue and the Offer for Sale.
Offer for Sale
The Selling Shareholders will be entitled to the proceeds from the sale of their respective Offered Shares in the
Offer for Sale, net of their share of the Offer related expenses. Our Company will not receive any proceeds from
the Offer for Sale. For further details of the Offer for Sale, see “The Offer” beginning on page 52.

Obijects of the Fresh Issue and requirement of fund

Our Company proposes to utilize the Net Proceeds towards augmenting our Company’s capital base to meet our
future capital requirements.

Further, our Company expects to receive the benefits of listing of the Equity Shares on the Stock Exchanges,
enhancement of our Company’s brand name and creation of a public market for our Equity Shares in India.

The main objects set out in the Memorandum of Association enable our Company to undertake its existing activities
and the activities for which funds are being raised through the Fresh Issue.

Net Proceeds

After deducting our Company’s share of the Offer related expenses, we estimate the proceeds to be X[e] million
(“Net Proceeds”), as detailed below:

Particulars Amount (X in million)®
Gross proceeds of the Fresh Issue® 8,500
(Less) Offer related expenses in relation to the Fresh Issue@® [o]
Net Proceeds [®]
1) Includes proceeds, if any, received pursuant to the Pre-IPO Placement. Upon allotment of securities pursuant to the Pre-IPO

Placement, we may utilize the proceeds from the Pre-IPO Placement towards any of the objects of the Offer as set out in this section.
) To be finalized upon determination of the Offer Price and updated in the Prospectus prior to filing with the RoC.

?3) For details of the expenses related to the Offer, see “—Offer related expenses” on page 89.
Utilization of the Net Proceeds and Details of the Objects of the Fresh Issue
Augmenting the capital base of our Company

As an NBFC, we are subject to regulations relating to the capital adequacy, which determine the minimum amount
of capital we must hold as a percentage of the risk-weighted assets on our portfolio and of the risk adjusted value
of off-balance sheet items, as applicable. As per the capital adequacy norms issued by the RBI, we are required to
have a regulatory minimum CRAR of 15%. As at September 30, 2020, our Company’s CRAR was 25.78% of
which Tier | capital was 21.01%. Our Company proposes to utilise the Net Proceeds towards augmenting its capital
base to meet future capital requirements. For further details, see “Key Regulations and Policies”, beginning on page
160.

Proposed Schedule of Implementation and Deployment of the Net Proceeds
The Net Proceeds are currently expected to be deployed in Financial Year 2022.

The fund deployment indicated above is based on current circumstances of our business and we may have to revise
our estimates from time to time on account of various factors, such as financial and market conditions, competition,
interest rate fluctuations and other external factors, which may not be within the control of our management. This
may entail rescheduling the proposed utilization of the Net Proceeds and changing the allocation of funds from its
planned allocation at the discretion of our management, subject to compliance with applicable laws.
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Appraising Entity

The fund requirements for the objects of the Offer have not been appraised by any bank or financial institution
or other independent agency.

Means of Finance

Our Company proposes to utilise the Net Proceeds from the Fresh Issue towards augmenting its capital base to
meet future capital requirements. Accordingly, we confirm that there is no requirement for us to make firm
arrangements of finance through verifiable means towards at least 75% of the stated means of finance, excluding
the amount to be raised from the Fresh Issue and existing identifiable accruals, as prescribed under the SEBI ICDR
Regulations.

Interim Use of Net Proceeds

Our Company, in accordance with the policies formulated by our Board from time to time, will have
flexibility to deploy the Net Proceeds. Pending utilization of the Net Proceeds for the purposes described
above, our Company will temporarily invest the Net Proceeds in deposits in one or more scheduled
commercial banks included in the Second Schedule of Reserve Bank of India Act, 1934, as amended, as may
be approved by our Board.

In accordance with Section 27 of the Companies Act, our Company confirms that it shall not use the Net
Proceeds for buying, trading or otherwise dealing in shares of any other listed company or for any investment
in the equity markets.

Bridge financing facilities

Our Company has not raised any bridge loans or other financial arrangements, from any bank or financial institution
as on the date of this Draft Red Herring Prospectus, which are proposed to be repaid from the Net Proceeds.

Offer Related Expenses

The Offer related expenses primarily include fees payable to the BRLMs and legal counsels, brokerage and
selling commission, underwriting commission, commission payable to Registered Brokers, RTAs, CDPs,
SCSBs’ fees, Sponsor Bank’s fees, Registrar’s fees, printing and stationery expenses, advertising and
marketing expenses and all other incidental and miscellaneous expenses for listing the Equity Shares on
the Stock Exchanges.

The fees and expenses relating to the Offer shall be borne by each of our Company and the Selling
Shareholders in the manner agreed to among our Company and the Selling Shareholders and in proportion to
the number of Equity Shares issued and/or transferred by each of our Company and the Selling Shareholders
in the Offer, respectively. Further, the Selling Shareholders shall reimburse our Company for all expenses,
incurred by our Company in relation to the Offer for Sale on each of their behalf in proportion to their
respective Equity Shares offered by them in the Offer for Sale, and in accordance with applicable law.

The break-down of the estimated Offer expenses is disclosed below.

Estimated As a % of the total
expenses® estimated Offer As a % of the total
Activity (in ¥ million) expenses® Offer size®

BRLMs’ fees and commissions (including [e] [e] [e]
underwriting commission, brokerage and selling
commission)
Selling commission/processing fee for SCSBs, [®] [e] [e]
Sponsor Bank and fee payable to the Sponsor Bank
for Bids made by RIBs®®)®)
Brokerage and selling commission and bidding [e] [e] [e]
charges for members of the Syndicate (including
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Estimated As a % of the total
expenses® estimated Offer As a % of the total
Activity (in  million) expenses® Offer size®
their sub-Syndicate Members), Registered Brokers,
RTAs and CDPs®
Fees payable to the Registrar to the Offer [e] [e] [o]
Fees payable to the other advisors to the Offer [e] [e] [o]
Others
- Listing fees, SEBI filing fees, upload fees, [e] [e] [e]
BSE & NSE processing fees, book building
software fees and other regulatory expenses
- Printing and stationery [e] [e] [o]
- Advertising and marketing expenses [e] [e] [e]
- Fee payable to legal counsels [e] [e] [e]
- Miscellaneous [o] [o] [e]
Total estimated Offer expenses [e] [e] [e]
@ Amounts will be finalised and incorporated in the Prospectus on determination of Offer Price. Offer expenses include applicable taxes,

where applicable. Offer expenses are estimates and are subject to change.

@

which are directly procured by the SCSBs, would be as follows:

Portion for Retail Individual Bidders*

[#]% of the Amount Allotted* (plus applicable taxes)

Portion for the Eligible Employees*

[#]% of the Amount Allotted* (plus applicable taxes)

Portion for Non-Institutional Bidders*

[#]% of the Amount Allotted* (plus applicable taxes)

Selling commission payable to the SCSBs on the portion for Retail Individual Bidders, Eligible Employees and Non-Institutional Bidders,

®

@

(5)

6)

0]

*Amount allotted is the product of the number of Equity Shares Allotted and the Offer Price. The selling commission payable to the
SCSBs will be determined on the basis of the bidding terminal ID as captured in the Bid Book of BSE or NSE

No uploading/processing fees shall be payable by our Company and the Selling Shareholders to the SCSBs on the applications directly
procured by them Processing fees payable to the SCSBs on the portion for Retail Individual Bidders, Eligible Employees and Non-
Institutional Bidders which are procured by the members of the Syndicate/sub-Syndicate/Registered Broker/RTAs/ CDPs and submitted
to SCSB for blocking, would be as follows:

Portion for Retail Individual Bidders
Portion for Eligible Employees
Portion for Non-Institutional Bidders

[ ] per valid application (plus applicable taxes)
%[ e] per valid application (plus applicable taxes)
[ e] per valid application (plus applicable taxes)

The Processing fees for applications made by Retail Individual Bidders using the UPI Mechanism would be as follows:

Members of the Syndicate / RTAs / CDPs %[ @] per valid Bid cum Application Form” (plus applicable taxes)

Z[e] per valid Bid cum Application Form” (plus applicable taxes)

The Sponsor Bank shall be responsible for making payments to the third
parties such as remitter bank, NCPI and such other parties as required
in connection with the performance of its duties under the SEBI

circulars, the Syndicate Agreement and other applicable laws.

Sponsor Bank

*For each valid application

Selling commission on the portion for Retail Individual Bidders and Non-Institutional Bidders which are procured by members of the
Syndicate (including their sub-Syndicate Members), Registered Brokers, RTAs and CDPs would be as follows:

Portion for Retail Individual Bidders [®]% of the Amount Allotted™ (plus applicable taxes)
Portion for Non-Institutional Bidders [#]% of the Amount Allotted* (plus applicable taxes)
*Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price

The Selling Commission payable to the Syndicate / Sub-Syndicate Members will be determined on the basis of the application form number
/ series, provided that the application is also bid by the respective Syndicate / Sub-Syndicate Member. For clarification, if a Syndicate
ASBA application on the application form number / series of a Syndicate / Sub-Syndicate Member, is bid by an SCSB, the Selling
Commission will be payable to the SCSB and not the Syndicate / Sub-Syndicate Member.

Bidding Charges payable to members of the Syndicate (including their sub-Syndicate Members), RTAs and CDPs on the portion for RIBs
and Non-Institutional Bidders which are procured by them and submitted to SCSB for blocking, would be as follows: Z [e] plus applicable
taxes, per valid application bid by the Syndicate (including their sub-Syndicate Members), RTAs and CDPs.

The selling commission and bidding charges payable to Registered Brokers the RTAs and CDPs will be determined on the basis of the
bidding terminal id as captured in the Bid Book of BSE or NSE.

Bidding charges payable to the Registered Brokers, RTAs/CDPs on the portion for RIBs, Eligible Employees and Non-Institutional
Bidders which are directly procured by the Registered Broker or RTAs or CDPs and submitted to SCSB for processing, would be as
follows:
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Portion for RIBs* Z [e] per valid application (plus applicable taxes)
Portion for Eligible Employees* [@]1% of the Amount Allotted” (plus applicable taxes)
Portion for Non-Institutional Bidders* Z [e] per valid application (plus applicable taxes)

* Based on valid applications
Monitoring of utilization of funds

Our Company has appointed [®] as the Monitoring Agency in accordance with Regulation 41 of the SEBI ICDR
Regulations. Our Board and the Monitoring Agency will monitor the utilisation of the Net Proceeds, and the
Monitoring Agency shall submit the report required under Regulation 41(2) of the SEBI ICDR Regulations.

Our Company will disclose the utilisation of the Net Proceeds under a separate head in our balance sheet along
with the relevant details, for all such amounts that have not been utilised. Our Company will indicate investments,
if any, of unutilised Net Proceeds in the balance sheet of our Company for the relevant fiscals subsequent to receipt
of listing and trading approvals from the Stock Exchanges.

Pursuant to Regulation 32(3) of the Listing Regulations, our Company shall, on a quarterly basis, disclose to the
Audit Committee the uses and applications of the Net Proceeds. On an annual basis, our Company shall prepare a
statement of funds utilised for purposes other than those stated in this Draft Red Herring Prospectus and place it
before the Audit Committee and make other disclosures as may be required until such time as the Net Proceeds
remain unutilised. Such disclosure shall be made only until such time that all the Net Proceeds have been utilised
in full. The statement shall be certified by the statutory auditor of our Company. Furthermore, in accordance with
Regulation 32(1) of the Listing Regulations, our Company shall furnish to the Stock Exchanges on a quarterly
basis, a statement indicating (i) deviations, if any, in the actual utilisation of the proceeds of the Fresh Issue from
the objects of the Fresh Issue as stated above; and (ii) details of category wise variations in the actual utilisation of
the proceeds of the Fresh Issue from the objects of the Fresh Issue as stated above. This information will also be
published in newspapers simultaneously with the interim or annual financial results and explanation for such
variation (if any) will be included in our Director’s report, after placing the same before the Audit Committee.

Variation in Objects

In accordance with Section 13(8) and Section 27 of the Companies Act and applicable provisions of the
SEBI ICDR Regulations, our Company shall not vary the objects of the Fresh Issue without our Company
being authorized to do so by the Shareholders by way of a special resolution through postal ballot. In
addition, the notice issued to the Shareholders in relation to the passing of such special resolution (“Postal
Ballot Notice™) shall specify the prescribed details as required under the Companies Act and applicable rules.
The Postal Ballot Notice shall simultaneously be published in the newspapers, one in English and one in
Bengali, being the local language of the jurisdiction where the Registered and Corporate Office is situated in
accordance with the Companies Act. Our Promoters will be required to provide an exit opportunity to such
Shareholders who do not agree to the proposal to vary the objects, at such price, and in such manner, in
accordance with our Companies Act and the SEBI ICDR Regulations.

Other Confirmations
No part of the Net Proceeds will be paid by our Company as consideration to our Promoters, members of
our Promoter Group our Directors, our Key Managerial Personnel or our Group Companies. There are no

existing or anticipated transactions in relation to utilization of Net Proceeds with our Promoters, our
Directors, our Key Managerial Personnel, our Promoter Group or our Group Companies.
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BASIS FOR OFFER PRICE

The Price Band and Offer Price will be determined by our Company and the Selling Shareholders in consultation
with the BRLMs, on the basis of assessment of market demand for the Equity Shares offered through the Book
Building Process and on the basis of quantitative and qualitative factors as described below. The face value of the
Equity Shares is 210 each and the Floor Price is [®] times the face value and the Cap Price is [®] times the face
value. Investors should also refer to “Risk Factors”, “Our Business”, “Financial Statements” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” on pages 24, 136, 202 and 280,
respectively, to have an informed view before making an investment decision.

Qualitative Factors
Some of the qualitative factors which form the basis for computing the Offer Price are:

e Largest NBFC-MFI in Eastern India and fifth largest NBFC-MFI in India with a focus on Low Income States
Seasoned business model incorporating our well-established risk management framework, loan approval
processes and recovery drives

Customer centric approach with diverse product offerings

Advanced and scalable technology-enabled infrastructure

Diverse borrowing relationships and access to multiple sources of capital

Our Promoter ownership and experienced Board and management teams

For details, see “Our Business — Business Strengths” on page 138.

Quantitative Factors

Some of the information presented below relating to our Company is derived from the Restated Financial
Information. Some of the quantitative factors which may form the basis for calculating the Offer Price are as

follows:

1. Basic and Diluted Earnings per Share (“EPS”) at face value of ¥ 10 each:
Derived from Restated Financial Information:

Financial Year/ Period Basic EPS (in %) Diluted EPS (in %) Weight
2020 12.07 12.05 3
2019 14.05 14.02 2
2018 3.52 3.51 1
Weighted Average 11.31 11.28
Six month period ended September 30, 2020* 5.75 5.74

Notes:

(1)Weighted average = Aggregate of year-wise weighted EPS divided by the aggregate of weights i.e. (EPS x Weight) for each year/Total of
weights. This does not include EPS for the six-months ended September 30, 2020.

(2) The figures disclosed above are based on the Restated Financial Information of our Company,

(3) Earnings per Share (3)= net profit after tax, attributable to equity shareholders by weighted average number of equity shares outstanding
during the years/period. Weighted average number of equity shares has been computed as per Ind AS - 33, 'Earnings per share'.

(4) Basic EPS and Diluted EPS calculations are in accordance with the relevant Indian accounting standard.

* Basic and Diluted Earnings per Share for the six months ended September 30, 2020 are not annualized.

(5) The above statement should be read with Significant Accounting Policies and the Notes to the Restated Financial Information as
appearing in “Financial Statements” beginning on page 202.

2. P/E Ratio in relation to Price Band of X [e] to ¥ [e] per Equity Share:

Particulars P/E at the Floor Price P/E at the Cap Price (no.

(no. of times) of times)
P/E ratio based on basic EPS for financial year 2020 [e] [e]
P/E ratio based on diluted EPS for financial year 2020 [e] [e]

3. Industry Price / Earning (P/ E) Ratio

Industry P/E ratio

Particulars P/E
Highest 31.10
Lowest 12.16
Average 21.63
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Note: The industry high and low has been considered from the industry peer set provided later in this chapter. The industry composite has been
calculated as the arithmetic average P/ E of the industry peer set disclosed in this section.

4. Return on Net Worth (“RoNW?”);

Financial Year RoNW (%) Weight

2020 13.17% 3
2019 18.31% 2
2018 8.11% 1
Weighted Average 14.04%

September 30, 2020 (not annualised) 6.16%

Notes:

(1) Return on Net Worth (%) is calculated as net profit after tax attributable to the equity shareholders of the Company divided by Total Equity

for the years/period. Total Equity = Share capital + Other Equity.

(2) Net Worth represents aggregate value of share capital and Other Equity. "Other Equity" shall mean free reserves and surplus, securities
premium, statutory reserves, share option outstanding reserve and other comprehensive income as per the Restated Financial Information.

(3) Weighted Average = Aggregate of year-wise weighted RONW divided by the aggregate of weights i.e. (RoONW x Weight) for each year / Total
of weights. This does not include RONW for the six-months ended September 30, 2020.

5. Net Asset Value (“NAV”) per Equity Share of face value of ¥ 10 each

Net Asset Value per Equity Share ®
As on 30 September 2020 91.32
As on March 31, 2020 87.26
After the Offer

- At the Floor Price [o]
- At the Cap Price [e]
Offer Price [e]

Notes:

(1) Net Asset Value per Equity Share is calculated as Net Worth as of the end of relevant period divided by the number of Equity Shares outstanding
at the end of such period. Net Worth represents aggregate value of Share Capital and Other Equity. "Other Equity" shall mean free reserves and
surplus, securities premium, statutory reserves, share option outstanding reserve and other comprehensive income as per the Restated Financial

Information

6. Comparison of Listed Industry Peers:

Face Net Closing
Vel e EPS Return Asset e
Name of the Standalone/ per Profit X Net Worth price (as
company Consolidated | equity = HE (INR (EEEE) (INR mn) Bl e VL on
(INR) Worth Share
share mn) (INR) February
(INR) 12, 2021)
égf\ﬂigfi’:;”&g' 10 [o] | [e] | 1,26801 | 1207 | 962631 | 1317% | 87.26 -
Listed Peers
g:i‘r’;g‘e\ﬁcffr‘:‘] ieq | Consolidated | 10 | 3110 | 380 | 335490 | 2320 | 2734220 | 1227% | 18990 | 72150
Spandana
Sphoorty Consolidated 10 12.16 | 1.67 3,518.29 56.21 26,259.54 13.40% 408.29 683.40
Financial Limited
Bandhan Bank Standalone 10 17.97 | 3.58 | 30,237.38 18.78 1,51,954.58 19.90% 94.37 337.50
Ujjivan Small Standalone | 10 | 16.14 | 192 | 3499.18 | 219 | 3187600 | 10.98% | 1844 | 3535
Finance Bank

Source: All the financial information for listed industry peer mentioned above is sourced from the annual report of the company for the year ended
March 31, 2020.

Notes:

(1) Net Profit includes Profit after taxes and exceptional items

(2) Basic EPS sourced from the annual report of the company for the year ended March 31, 2020.

(3) P/ E ratio is calculated as closing share price (February 12, 2021, NSE) / EPS

(4) P/ B ratio is calculated as closing share price (February 12, 2021, NSE) / NAV

(5) Net Asset Value per Equity Share (NAV) is calculated as Net Worth as of the end of relevant period divided by the number of Equity Shares
outstanding at the end of such period.

(6) Return on Net Worth is calculated as net profit after tax attributable to the equity shareholders of the Company divided by Total Equity for the
years/period. Total Equity = Share capital + Other Equity.

(7)"Other Equity" shall mean free reserves and surplus, securities premium, statutory reserves, share option outstanding reserve and other
comprehensive income as per the Restated Financial Information but does not include reserves created out of revaluation of assets, write-back of
depreciation and amalgamation.

The Offer price is [®] times of the face value of the Equity Shares.

The trading price of the Equity Shares could decline due to the factors mentioned in the “Risk Factors” on page 24 and you may
lose all or part of your investments.
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STATEMENT OF SPECIAL TAX BENEFITS

Statement of Special Tax Benefits available to the Company and its shareholders under the applicable direct

tax

To,

laws in India

The Board of Directors
Arohan Financial Services Limited
PTI Building, 4™ Floor

DP

-9, Sector V, Salt Lake

Kolkata — 700 091

Proposed Offering of securities (“Offer”) in India by Arohan Financial Services Limited (the “Issuer”/”
Company”)

1.

2.

This report is issued in accordance with the terms of our engagement letter dated 04 January 2021.

The accompanying Statement of Special Tax Benefits available to the Company and its Shareholders
(hereinafter referred to as “the Statement”) under the Income-tax Act, 1961 (read with Income Tax Rules,
circulars, notifications) as amended by the Finance Act, 2020 (hereinafter referred to as the “Income Tax
Regulations”) has been prepared by the management of the Company in connection with the proposed Offer,
which we have initialed for identification purposes.

Management’s Responsibility

3.

The preparation of this Statement as of the date of our report which is to be included in the Draft Red Herring
Prospectus is the responsibility of the management of the Company and has been approved by the Board of
Directors of the Company at its meeting held on 15 January 2021 for the purpose set out in paragraph 10 below.
The management’s responsibility includes designing, implementing and maintaining internal controls relevant
to the preparation and presentation of the Statement, and applying an appropriate basis of preparation; and
making estimates that are reasonable in the circumstances. The Management is also responsible for identifying
and ensuring that the Company complies with the laws and regulations applicable to its activities.

Auditor’s Responsibility

4,

Our work has been carried out in accordance with Standards on Auditing, the ‘Guidance Note on Reports or
Certificates for Special Purposes (Revised 2016)’ and other applicable authoritative pronouncements issued
by the Institute of Chartered Accountants of India.

Pursuant to the Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations 2018, as amended (the ‘ICDR Regulations’) and the Companies Act 2013 (‘Act’), it is our
responsibility to report whether the Statement prepared by the Company, presents, in all material respects, the
possible special tax benefits available to the Company and its shareholders in accordance with the Income Tax
Regulations as at the date of our report.

Our work was performed solely to assist you in meeting your responsibilities in relation to your compliance
with the Act and the ICDR Regulations in connection with the Offer.

We have complied with the relevant applicable requirements of the Standard on Quality Control (SQC) 1,
Quality Control for Firms that Perform Audits and Reviews of Historical Financial Information, and other
assurance and related services engagements.

Inherent Limitations

8.

We draw attention to the fact that the Statement includes certain inherent limitations that can influence the
reliability of the information.

Several of the benefits mentioned in the accompanying statement are dependent on the Company or its
shareholders fulfilling the conditions prescribed under the relevant provisions of the Income Tax Regulations.
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Hence, the ability of the Company or its shareholders to derive the tax benefits is dependent upon fulfilling
such conditions, which may or may not be fulfilled. The benefits discussed in the accompanying statement are
not exhaustive.

The Statement is only intended to provide general information to the investors and is neither designed nor
intended to be a substitute for professional tax advice. In view of the individual nature of the tax
consequences and the changing tax laws, each investor is advised to consult his or her own tax consultant with
respect to the specific tax implications arising out of their participation in the Offer.

Further, we give no assurance that the Revenue Authorities/ Courts will concur with our views expressed
herein. Our views are based on the existing provisions of law and its interpretation, which are subject to
change from time to time. We do not assume responsibility to update the views consequent to such changes.

Opinion

9.

In our opinion, the Statement prepared by the Company presents, in all material respects, the special tax
benefits available, to the Company and it’s shareholders, in accordance with the Income Tax Regulations as at
the date of our report.

Considering the matter referred to in paragraph 8 above, we are unable to express any opinion or provide any
assurance as to whether:

(i) The Company or its shareholders will continue to obtain the benefits per the Statement in future; or
(i) The conditions prescribed for availing the benefits per the Statement have been/ would be met with.

Restriction on Use

10. This report is addressed to and is provided to enable the Board of Directors of the Company to include this

report in the Draft Red Herring Prospectus, prepared in connection with the Offer to be filed by the Company
with the Securities and Exchange Board of India and the concerned stock exchanges.

For Walker Chandiok & Co LLP
Chartered Accountants
Firm Registration No. 001076N/N500013

Huned Contractor
Partner
Membership No.: 41456

UDIN: 21041456AAAAADG6812

Date: 12 February 2021
Place: Mumbai
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STATEMENT OF SPECIAL TAX BENEFITS AVAILABLE TO AROHAN FINANCIAL SERVICES
LIMITED (THE “COMPANY”) AND ITS SHAREHOLDERS

UNDER THE INCOME-TAX ACT, 1961 (hereinafter referred to as the ‘Act’)

1. Special tax benefits available to the Company under the Act

o The Company is a non-deposit taking Non-Banking Financial Company — Micro Finance
Institution (NBFC - MFI) and, as per the provisions of section 36(1)(viia) of the Act, the
Company could claim a deduction of provision created for bad and doubtful debts in its
books of accounts to the extent of five per cent of its total income (computed before making
any deduction under this section and Chapter VI-A), subject to certain conditions, while
computing its income under the head “Profits and gains of business or profession”.

As per section 36(1)(vii) of the Act, where the Company has claimed deduction under
section 36(1)(viia) of the Act, then subsequent claim of deduction of actual bad debts under
section 36(1)(vii) of the Act would be reduced to the extent of deduction already claimed
under section 36(1)(viia) of the Act.

Further, as per section 41(4) of the Act, where any deduction has been claimed by the Company
in respect of a bad debt under Section 36(1)(vii) of the Act, then any amount subsequently
recovered on any such debt is greater than the difference between such debt and the amount so
allowed as a deduction under section 36(1)(vii) of the Act, the excess shall be deemed to be
business income of the year in which it is recovered.

2. Lower corporate tax rate under Section 115BAA of the Act

Section 115BAA of the Act has been inserted by the Taxation Laws (Amendment) Act, 2019 (“the
Amendment Act, 2019”) w.e.f. April 1, 2020 (assessment year) granting an option to domestic
companies to compute corporate tax at a reduced rate of 25.168% (22% plus surcharge of 10% and
cess of 4%), provided such companies do not avail the following deductions/exemptions:

i.  Deduction under the provisions of section 10AA (deduction for units in Special Economic Zone);
ii. Deduction under clause (iia) of sub-section (1) of section 32 (Additional depreciation);
iii. Deduction under section 32AD or section 33AB or section 33ABA (Investment allowance in
backward areas, Investment deposit account, site restoration fund);
iv. Deduction under sub-clause (ii) or sub-clause (iia) or sub-clause (iii) of sub-section (1) or sub-
section (2AA) or sub-section (2AB) of section 35 (Expenditure on scientific research);
v. Deduction under section 35AD or section 35CCC (Deduction for specified business, agricultural
extension project);
vi. Deduction under section 35CCD (Expenditure on skill development)
vii.  Deduction under any provisions of Chapter VI-A other than the provisions of section 80JJAA or
Section 80M;
viii. No set off of any loss carried forward or depreciation from any earlier assessment year, if such
loss or depreciation is attributable to any of the deductions referred from clause i to ix above; and
ix. No set off of any loss or allowance for unabsorbed depreciation deemed so under section 72A, if
such loss or depreciation is attributable to any of the deductions referred from clause i to ix above.

In case a company opts for section 115BAA of the Act, provisions of Minimum Alternate Tax [“MAT”]
under section 115JB of the Act would not be applicable and MAT credit of the earlier year(s) will not
be available for set-off as clarified by the Central Board of Direct Taxes, through its circular no.
29/2019 dated 2 October 2019. The option needs to be exercised on or before the due date of filing the
tax return. Option once exercised, cannot be subsequently withdrawn for the same or any other tax
year.

The Company has represented to us that they have opted to apply section 115BAA of the Act for the
assessment year 2020-2021.
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Notes:-

Deductions from Gross Total Income - Section 80 JJAA of the Act - Deduction in respect of
employment of new Employee

Subject to fulfilment of prescribed conditions, the Company is entitled to claim deduction, under
the provisions of Section 80JJAA of the Act, of an amount equal to thirty per cent of additional
employee cost (relating to specified category of employees) incurred in the course of business in
the previous year, for three assessment years including the assessment year relevant to the previous
year in which such employment is provided.

Special tax benefits available to the shareholders under the Act

There are no special tax benefits available to the shareholders of the Company.

This Annexure sets out only the tax benefits available to the company and the shareholders under the
current Income Tax Act, 1961 i.e the Act as amended by the Finance Act, 2020 applicable for Financial
year 2020-21 relevant to the Assessment year 2021-22, presently in force in India.

These special tax benefits are dependent on the Company fulfilling the conditions prescribed under
the relevant provisions of the Act. Hence, the ability of the Company to derive the tax benefits is
dependent upon fulfilling such conditions, which based on the business imperatives, the Company
may or may not choose to fulfil.

The special tax benefits discussed in the Statement are not exhaustive, but just indicative. Further,
the special tax benefits discussed in this statement are only intended to provide general information
to the investors and hence, is neither designed nor intended to be a substitute for professional tax
advice, which the investors may wish to take before making any investments. In view of the
individual nature of the tax consequences accompanied with the changing tax laws, each investor
is advised to consult his or her own tax consultant with respect to the specific tax implications
arising out of their participation in the issue.

The Statement is prepared on the basis of information available with the Management of the
Company and there isno assurance that:

i. the Company or its shareholders will continue to obtain these benefits in future;

ii. the conditions prescribed for availing the benefits have been/ would be met with; and

iii. the revenue authorities/courts will concur with the view expressed herein.

The above views are based on the existing provisions of law and our interpretation of the law,
which are subject to change from time to time and are not binding on the income-tax department

or on its officials / authorities or on any other Regulator.

The Statement has been prepared on the basis that the shares of the Company will be listed on a
recognized stock exchange in India and the Company will be issuing shares.

For and on behalf of Arohan Financial Services Limited

Milind R. Nare
(Chief Financial Officer)

Place: Kolkata

Date: 12 February 2021
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Statement of Special Tax Benefits available to the Company and its shareholders under the applicable
indirect tax laws in India

To,

The Board of Directors

Arohan Financial Services Limited
PTI Building, 4™ Floor

DP-9, Sector V, Salt Lake

Kolkata — 700 091

Proposed Offering of securities (“Offer”) in India by Arohan Financial Services Limited (the “Issuer”/”
Company”)

1. This report is issued in accordance with the terms of our engagement letter dated 04 January 2021.

2. The accompanying Statement of Special Tax Benefits available to the Company and its Shareholders
(hereinafter referred to as “the Statement™) under the Central Goods and Services Tax Act, 2017, Integrated
Goods and Services Tax Act, 2017 and respective State Goods and Services Tax Act, 2017 (collectively referred
as "Indirect Tax Regulations"), has been prepared by the management of the Company in connection with the
proposed Offer, which we have initialed for identification purposes.

Management’s Responsibility

3. The preparation of this Statement as of the date of our report which is to be included in the Draft Red Herring
Prospectus is the responsibility of the management of the Company and has been approved by the Board of
Directors of the Company at its meeting held on 15 January 2021 for the purpose set out in paragraph 10 below.
The management’s responsibility includes designing, implementing and maintaining internal controls relevant
to the preparation and presentation of the Statement, and applying an appropriate basis of preparation; and
making estimates that are reasonable in the circumstances. The Management is also responsible for identifying
and ensuring that the Company complies with the laws and regulations applicable to its activities.

Auditor’s Responsibility

4. Our work has been carried out in accordance with Standards on Auditing, the ‘Guidance Note on Reports or
Certificates for Special Purposes (Revised 2016)’ and other applicable authoritative pronouncements issued
by the Institute of Chartered Accountants of India.

5. Pursuant to the Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations 2018, as amended (the ‘ICDR Regulations’) and the Companies Act 2013 (‘Act’), it is our
responsibility to report whether the Statement prepared by the Company, presents, in all material respects, the
possible special tax benefits available to the Company and its shareholders in accordance with the Indirect Tax
Regulations as at the date of our report.

6. Our work was performed solely to assist you in meeting your responsibilities in relation to your compliance
with the Act and the ICDR Regulations in connection with the Offer.

7. We have complied with the relevant applicable requirements of the Standard on Quality Control (SQC) 1,
Quality Control for Firms that Perform Audits and Reviews of Historical Financial Information, and other
assurance and related services engagements.

Inherent Limitations

8. We draw attention to the fact that the Statement includes certain inherent limitations that can influence the
reliability of the information.

Several of the benefits mentioned in the accompanying statement are dependent on the Company or its

shareholders fulfilling the conditions prescribed under the relevant provisions of the Indirect Tax Regulations.
Hence, the ability of the Company or its shareholders to derive the tax benefits is dependent upon fulfilling
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such conditions, which may or may not be fulfilled. The benefits discussed in the accompanying statement are
not exhaustive.

The Statement is only intended to provide general information to the investors and is neither designed nor
intended to be a substitute for professional tax advice. In view of the individual nature of the tax
consequences and the changing tax laws, each investor is advised to consult his or her own tax consultant with
respect to the specific tax implications arising out of their participation in the Offer.

Further, we give no assurance that the Revenue Authorities/ Courts will concur with our views expressed
herein. Our views are based on the existing provisions of law and its interpretation, which are subject to
change from time to time. We do not assume responsibility to update the views consequent to such changes.

Opinion

9.

In our opinion, the Statement prepared by the Company presents, in all material respects, the special tax
benefits available, to the Company and it’s shareholders, in accordance with the Indirect Tax Regulations as
at the date of our report.

Considering the matter referred to in paragraph 8 above, we are unable to express any opinion or provide any
assurance as to whether:

(iii)  The Company or its shareholders will continue to obtain the benefits per the Statement in future; or
(iv)  The conditions prescribed for availing the benefits per the Statement have been/ would be met with.

Restriction on Use

10. This report is addressed to and is provided to enable the Board of Directors of the Company to include this

report in the Draft Red Herring Prospectus, prepared in connection with the Offer to be filed by the Company
with the Securities and Exchange Board of India and the concerned stock exchanges.

For Walker Chandiok & Co LLP
Chartered Accountants
Firm Registration No. 001076N/N500013

Huned Contractor
Partner
Membership No.: 41456

UDIN: 21041456 AAAAAC2800

Date: 12 February 2021
Place: Mumbai
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STATEMENT OF SPECIAL TAX BENEFITS AVAILABLE TO THE COMPANY, AND SHAREHOLDERS OF
THE COMPANY UNDER THE APPLICABLE INDIRECT TAX REGULATIONS IN INDIA

Benefits available to Arohan Financial Services Limited (‘the Company’), and the Shareholders of the Company under
the Central Goods and Services Tax Act, 2017, Integrated Goods and Services Tax Act, 2017, respective State Goods
and Services Tax Act, 2017, Goods and Services Tax (Compensation to States) Act, 2017, Custom Act, 1962, Customs
Tariff Act, 1975 as amended, the rules and regulations there under, the Foreign Trade (Development and Regulation) Act,
1992 (read with Foreign Trade Policy 2015-20) (collectively referred as “Indirect Tax Regulations™) are as under.

1.

2.

Special Tax Benefits available to the Company

The Company has been registered as a Non-Banking Financial Company (‘NBFC’) with the Reserve Bank of
India.

The Company is primarily engaged in providing services of microfinance as well as lending to Micro Small and
Medium Enterprises (‘MSMEs”). The main source of income for the Company is Interest on loans, which is
exempt from levy of GST as per the relevant exemption notifications issued under Central Goods and Services
Tax Act, 2017 and Integrated Goods and Services Tax Act, 2017.

Additionally, the Company also earns income by way of various Fees and Commissions, which attract GST at the
prescribed rates.

The Company has exercised the option under Section 17(4) of the Central Goods and Services Tax Act, 2017 and
accordingly avails 50% of the eligible input tax credit and the Company utilizes the said availed input tax credit
in compliance with the GST law.

Apart from the above, none of any special Indirect tax benefits are available to the Company under the Indirect
Tax Regulations in India.

Special Tax Benefits available to the Shareholders of the Company

The shareholders of the Company are not required to discharge any GST on transaction in securities of the
Company. [Securities are excluded from the definition of Goods as defined u/s 2(52) of the Central Goods and
Services Tax Act, 2017 as well from the definition of Services as defined u/s 2(102) of the Central Goods and
Services Tax Act, 2017].

Apart from above, the shareholders of the Company are not eligible to special tax benefits under the provisions of
the Customs Tariff Act, 1975 and / or Central Goods Services Tax Act, 2017, Integrated Goods and Services Tax
Act, 2017, respective Union Territory Goods and Services Tax Act, 2017 respective State Goods and Services Tax
Act, 2017, Goods and Services Tax (Compensation to States) Act, 2017 read with the relevant [Central Goods and
Services Tax Rules, 2017, Integrated Goods and Services Tax Rules, 2017, Union Territory Goods and Services
Tax Rules, State Goods and Services Tax Rules, 2017 and notifications issued under these Acts and Rules as well
as the Foreign Trade (Development and Regulation) Act, 1992 (read with Foreign Trade Policy 2015-20).

Note:

1. These special tax benefits are dependent on the Company or its shareholders fulfilling the conditions prescribed
under the relevant provisions of the Indirect Tax Laws. Hence, the ability of the Company or its shareholders to
derive the tax benefits is dependent upon fulfilling such conditions, which based on the business imperatives, the
Company or its shareholders may or may not choose to fulfil.

2. The special tax benefits discussed in the Statement are not exhaustive and is only intended to provide general
information to the investors and hence, is neither designed nor intended to be a substitute for a professional tax
advice. In view of the individual nature of the tax consequences aid the changing tax laws, each investor is advised
to consult his or her own tax consultant with respect to the specific tax implications arising out of their participation
in the issue.

3. The Statement has been prepared on the basis that the shares of the Company are listed on a recognized stock
exchange in India and the Company will be issuing shares.
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4. The Statement is prepared on the basis of information available with the Management of the Company and there is
no assurance that:

i The Company or its shareholders will continue to obtain these benefits in future;
ii.  The conditions prescribed for availing the benefits have been / would be met with; and
iii. The revenue authorities / courts will concur with the view expressed herein.

5. The above views are basis the existing provisions of law and its interpretation, which are subject to change from time
to time.

For and on behalf of Arohan Financial Services Limited

Milind R. Nare
(Chief Financial Officer)

Place: Kolkata

Date: 12 February 2021
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SECTION IV: ABOUT OUR COMPANY

INDUSTRY OVERVIEW

Unless noted otherwise, the information in this section has been obtained or derived from the report titled “Industry
Report on Microfinance Industry, Mumbai — February 2021, prepared by CRISIL Research, a division of CRISIL
Limited (“CRISIL” and such report, the “CRISIL Report”), on our request. CRISIL obtains information for its
analysis from sources it considers reliable, but does not guarantee the accuracy, adequacy or completeness of its
analysis or any information contained in the CRISIL Report. Further, the CRISIL Report was prepared on the basis
of information as of specific dates which may no longer be current or reflect current trends, and opinions in the
CRISIL Report may be based on estimates, projections, forecasts and assumptions that may prove to be incorrect.
The CRISIL Report is not a comprehensive evaluation of the industry, the Company or the Equity Shares and all
material within the CRISIL Report should be deemed as expressions of opinion which are subject to change without
notice. Accordingly, investors must rely on their independent examination of, and should not place undue reliance
on, or base their investment decision solely on this information.

Macroeconomic Environment
COVID-19 pandemic highly impacts world and Indian economy

According to the CRISIL Report, the global economy was volatile in Fiscal 2020 with the COVID-19 pandemic
having widespread global impact. In the first three quarters trade protectionist policies were implemented, disputes
occurred among major trading partners, commodity and energy prices were volatile, and economic uncertainties
arose due to Brexit. The outbreak of the COVID-19 disease, which has infected more than 74.90 million people in
more than 200 countries (as of calendar year 2020 end) and counting, also led to considerable human suffering and
economic disruption.

Growing restrictions on the movement of people and lockdowns in affected countries have led to demand, supply
and liquidity shocks. CRISIL Research estimates that the Indian economy will shrink by 7.7% in Fiscal 2021 due
to the COVID-19 pandemic, but that India’s economic growth will rebound to 10% in Fiscal 2022. Post Fiscal
2022, it is expected that India’s GDP will grow at an average of 6.2% CAGR between Fiscal 2023 and Fiscal 2025,
leading to an average of 4% CAGR between Fiscal 2020 and Fiscal 2025.

India’s GDP to recover sharply

India’s lockdown of nearly 1.30 billion people and a large number of businesses led to disruption and dislocation
on an unprecedented scale. However, with the relaxation of the lockdown and businesses reopening, India’s
economy is on the path of recovery.

India is one of the fastest-growing economies in the world and is expected to continue to be one of the fastest
growing major economies. Over the past four fiscals, India’s macroeconomic situation has gradually improved.
Both fiscal and monetary policies have become increasingly more targeted, focusing on raising the quality and not
just the rate of growth. The Government of India has also adopted an inflation-targeting framework that provides
an institutional mechanism for inflation control, while modernising central banking. Overall, India’s
macroeconomic variables are more stable, and with sufficiently large reserves, the economy is considered to be
more resilient than it was during the Taper Tantrum of 2013.

Rapid urbanisation, rising consumer aspiration, increasing digitisation and the government’s reforms and policies
are expected to support GDP growth. As of October 2020, the International Monetary Fund (IMF) predicted that
India’s GDP would decline by 10.3%, as the COVID-19 pandemic was expected to shrink world output by 4.4%
in calendar 2020. However, the IMF also predicted that India’s GDP will recover sharply and grow at 8.8% in
calendar 2021.

In these unprecedented times, financial inclusion is more imperative than ever in order for vulnerable households
and businesses to navigate the crises and recover after the pandemic. Financial exclusion is widely prevalent in
countries, such as India, due to poverty and low income, financial illiteracy, high transaction costs, and lack of
infrastructure (primarily information technology). According to the CRISIL Report, a significant proportion of the
population still does not have access to formal banking facilities. CRISIL Research believes that the target
customers of MFIs use informal sources of credit, such as money lenders, who charge rates (typically in the range
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of 35-45%), as alternatives for taking a loan. According to NABARD All India Rural Financial Inclusion Survey
2016-17, 40% of loans were reported as taken from non-institutional investors or informal channels, such as
relatives and friends, money lenders and local landlords.

As per the CRISIL Report, in terms of the credit to GDP ratio, India has a low credit penetration compared with
other developing countries, such as China and Brazil, indicating that the existing gap needs to be bridged.

Credit to GDP ratio (%)
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Source: Bank of International Settlements, CRISIL Research

Financial Inclusion and India’s Economic Landscape
India’s focus on financial inclusion is increasing, however, a large section of the population is still unbanked

India’s financial inclusion has improved significantly in the past three years, with the adult population with bank
accounts rising from 53% (as per Global Findex Database 2014) to 80% (as per Global Findex Database 2017)
with concentrated efforts from the government and the rise of various supporting institutions. Although, the rise in
the number of bank accounts has not translated into a corresponding increase in the number of transactions and
usage of those accounts.

As per the Global Findex Database 2017, approximately 50% of the world’s unbanked adults are in India,
Bangladesh, China, Indonesia, Mexico, Nigeria and Pakistan. Of the world’s total unbanked adults (about 1.7
billion), 415 million are from just two countries — India (11% or 190 million) and China (13% or 225 million).

To tackle financial exclusion, the Indian government introduced the Pradhan Mantri Jan Dhan Yojana (PMJDY),
a scheme that facilitates opening bank accounts by the unbanked. However, according to the CRISIL Report, the
effective use of these new accounts and availability of credit remain key challenges, which need to be effectively
addressed as borrowings from formal sources still remain low. India’s credit to households as a percentage of GDP
remains low at 12.2% compared to other countries.
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Credit to households and non-financial corporations as a % of GDP (CY 2019)
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The low levels of adults with bank accounts in India in comparison with various countries can be further explained
by the large humber of rural households in the country. The shift in households towards urban regions is taking
place albeit at a very slow pace.

Two-thirds of total households are in rural India
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Note: Household count is estimated assuming 5 persons per household. Population till 2019 is taken from World Bank and 2020 is estimated;
percentages are as of the end of the fiscal year indicated.
Source: World Bank; Census; CRISIL Research estimates (E)

Although the majority of Indian households are located in rural areas, the banking infrastructure in these regions is
low and, there remains a gap in the supply and demand for financial services. CRISIL Research believes this
presents an opportunity for the smaller banks.

Rural India accounts for about half of the GDP but only about 10% of total credit

As of March 31, 2020, there were about 640,000 villages in India, inhabited by about 893 million people,
comprising about 66% of the country’s population. Rural areas in India contributed to 47% of India’s GDP,
however, the share in total credit outstanding as of Fiscal 2020 was 9% in rural areas as compared to 91% in urban
areas. The divergence in the share of rural areas in India’s GDP and banking credit indicates the low reach of
banking in rural areas.

Due to rural areas of India having lower financial inclusion and less competition for banking services compared
with urban areas, the CRISIL Report estimates that this presents microfinance institution (MFI) with significant
growth opportunities in rural areas and, if effectively tapped, MFI lenders can capitalise on the situation by
expanding their presence in these areas.
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Bank credit accounts in rural, semi-urban and urban areas
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Region-wise asymmetry: Central and Eastern regions have a lower share in total bank retail credit and deposits
Bank credit and deposits are predominantly concentrated in the southern and the western regions of India, while

these have been especially low in the Northern and Eastern regions. Deposit penetration in the south has increased
over the past five fiscal years by 3%, the highest out of all regions.
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Region-wise share of banking credit and total deposits
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Bank retail credit per capita in the east is the lowest, and is nearly five times lower than in the south and west.

Reqion-wise per capita* banking retail credit and deposits as of the end of FY20 (2000s)
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Low per-capita retail credit as well as deposits in Eastern, Central and North-Eastern regions compared with other
regions shows the low reach of banks in these areas. According to the CRISIL Report, bank retail credit per capita
is the lowest in the east of India and is nearly five times lower than bank retail credit per capita in the south and
west of India. In terms of deposits, the southern region is moderately penetrated compared with the northern and
western regions. The number of branches and ATM facilities in the Eastern regions, where credit penetration and
deposit-base are low, is also below those of the southern and western regions, which CRISIL Research believes is
largely due to lower focus from the bigger banks. When considered together, CRISIL Research believes this
presents growth opportunities for market participants.

Large variation in availability of credit across states and districts

There are wide credit variations across states and within various districts in the same state. Maharashtra, Karnataka,
Gujarat and Chhattisgarh had more than 70%, and Madhya Pradesh, Tamil Nadu and Andhra Pradesh had more
than 50%, of total credit outstanding concentrated in the top five districts as of Fiscal 2020. This indicates an
opportunity to offer loans to unserved or underserved customers. Uttar Pradesh and Bihar are the most populous
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states in India, accounting for 17% and 9% of India’s total population, respectively. Andhra Pradesh and Rajasthan
account for 4% and 6% of India’s total population, respectively.

Based on bank credit accounts in rural areas, CRISIL Research discovered that Bihar and Uttar Pradesh had more
than 47% of the total credit accounts in rural areas while Maharashtra had 9% as of Fiscal 2020. However, in terms
of value, Maharashtra, Tamil Nadu, Gujarat and Chhattisgarh had less than 10% of the total credit outstanding in
rural areas as of Fiscal 2020.

State-wise rural credit accounts in banks and top five districts concentration (FY20)

State No. of State % of credit | Concentration of | Concentration of % credit % share in
districts contribution | outstanding | credit accounts credit accounts in overall
in total credit | in rural areas | in top 5 districts | outstanding in rural areas population
()] top 5 districts penetration in India
Chhattisgarh 27 1% 10% 51% 7% 2% 2%
Madhya Pradesh 52 3% 16% 32% 54% 3% 6%
Gujarat 33 6% 7% 53% 74% 3% 5%
Maharashtra 36 23% 2% 67% 87% 3% 9%
Bihar 38 1% 28% 28% 44% 4% 9%
Uttar Pradesh 75 5% 22% 21% 40% 4% 17%
Rajasthan 33 3% 18% 39% 53% 4% 6%
West Bengal 20 4% 9% 47% 78% 5% 8%
Andhra Pradesh 13 4% 19% 48% 64% 6% 4%
Karnataka 30 7% 11% 55% 75% 7% 5%
Tamil Nadu 32 9% 10% 38% 63% 12% 6%

Note: Arranged in descending order of % of credit accounts in rural areas penetration, Rural areas penetration is calculated as number of
credit accounts in rural areas/total population in the state
Source: RBI, CRISIL Research

States with low credit penetration present a strong case for growth

According to the CRISIL Report, Uttar Pradesh, Bihar and Madhya Pradesh have a strong potential for growth in
the coming years. Uttar Pradesh, Bihar, Madhya Pradesh, Jharkhand and Chhattisgarh have the lowest credit
account penetration among all other states in India. These states also exhibit lower CRISIL Inclusix?® scores
indicating low financial inclusion. With lower financial penetration, CRISIL Research believes these states present
an untapped market opportunity and growth potential. Other states like Assam, Odisha and West Bengal also have
relatively low credit penetration and moderate banking penetration compared to southern states, such as Kerala,
Tamil Nadu, Karnataka and Andhra Pradesh.

Financial Inclusiveness among states

States Credit account Deposit account Branch CRISIL Inclusix

penetration penetration penetration Score
Delhi 25% 277% 20% 86.1
Goa 17% 359% 43% 88.9
Maharashtra 16% 164% 11% 62.7
Karnataka 11% 190% 16% 82.1
Tamil Nadu 10% 182% 15% 77.2
Haryana 9% 187% 19% 67.7
Andhra Pradesh 9% 167% 14% 78.4
Kerala 8% 200% 18% 90.9
Punjab 7% 196% 22% 70.9
Jammu & Kashmir 7% 151% 13% 47.8
Gujarat 7% 149% 13% 62.4
Sikkim 6% 157% 24% 60.2
Uttarakhand 5% 123% 20% 69.0

1crisiL Inclusix, an index that measures the extent of financial inclusion at a geographical level across 666 districts in India, reported a
score of 58.0 at the end of Fiscal 2016 from 50.1 in Fiscal 2013 and 35.4 in Fiscal 2009. The index score is measured on a scale of 0 to 100.
The overall improvement of the score is Fiscal 2016 was mostly driven by JAM trinity: Jan Dhan Yojana, Aadhaar and mobile.
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States Credit account Deposit account Branch CRISIL Inclusix

penetration penetration penetration Score
Mizoram 5% 120% 17% 43.2
Himachal Pradesh 5% 180% 22% 72.3
Tripura 4% 133% 14% 66.2
Arunachal Pradesh 4% 106% 11% 34.7
Nagaland 4% 69% 9% 324
West Bengal 3% 146% 9% 53.7
Rajasthan 3% 123% 10% 50.9
Odisha 3% 137% 11% 63.0
Meghalaya 3% 88% 11% 34.6
Manipur 3% 93% 7% 320
Assam 3% 124% 9% 47.9
Madhya Pradesh 3% 133% 9% 48.7
Chhattisgarh 3% 140% 10% 45.7
Uttar Pradesh 2% 175% 8% 441
Jharkhand 2% 127% 9% 48.2
Bihar 1% 114% 7% 38.5
India 6% 149% 11% 58.0

Notes:

(1) Credit account penetration is calculated as total number of retail bank credit accounts/population of the state

(2) Deposit account penetration is calculated as total number of bank deposit accounts/ population of the state

(3) Branch penetration is calculated as number of bank branches per 1000 people

(4) For Credit and Deposit account penetration, this does not represent unique borrowers or depositors, total number of accounts have been
considered

(5) Andhra Pradesh and Telangana have been considered as one state

(6) CRISIL Inclusix, India’s first financial inclusion index, was launched in 2013 with the objective of creating a dependable yardstick that
would become a policy input to further the cause of inclusion. CRISIL Inclusix weighs three service providers (banks, insurers and MFIs) on
four dimensions (branch, credit, deposit and insurance).

Source: RBI, MOSPI, CRISIL Research

Focus on low income states in India to assist economic growth

Annual estimates of per capita income (measured as per capita net state domestic product) for Fiscal 2019 showed
that Bihar is the poorest among the low income states. CRISIL has classified 14 states/union territories (“UTS”)
out of 36 states or UTs as low income states, based on per capita NSDP for Fiscal 2019. Low income states include
a majority of the Eastern and North-Eastern states of India.

The Government of India has been implementing several programs for skill development, self-employment, wage
employment, and creation of assets that promote inclusive growth and thereby bridge the income gaps. Easy access
to micro credit is a key focus to assist the economic growth of residents of these low income states.

The table below shows that most of the low income states have a microfinance penetration of less than 30%, except
Tripura, Assam and Odisha where the penetration is 51%, 35% and 33%, respectively. According to the CRISIL
Report, this reflects a gap in credit demand and supply.

Per capita Number of Microfinance GLP per Microfinance GLP YoY PAR>90 -
Income Financial GLP (As of capita (As penetration growth - NBFC NBFC MFI
(As of Institutions Sep 2020) of (Borrowers/ MFI portfolio Portfolio March
FY19) ®) (As of Sep RCr) Sep 2020) households) March 2020 2020
2020) ®)
Bihar 40982 85 24984 2105 29% 52% 0.32%
Uttar Pradesh 66512 100 14568 638 10% 23% 1.14%
Jharkhand 73155 66 5482 1454 19% 27% 0.96%
Manipur 75226 19 145 466 8% 0% NA
Assam 82837 46 12367 3470 35% -4% 14.11%
Meghalaya 84725 29 153 451 6% 10% NA
Madhya Pradesh 90165 87 13245 1596 23% 50% 1.47%
Jammu & Kashmir 92347 21 15 10 0% 54% NA
Chhattisgarh 92413 64 4128 1414 20% 46% 1.35%
Odisha 99196 62 12858 2681 33% 27% 1.46%
West Bengal 101138 81 32881 3148 29% 34% 1.10%
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Per capita Number of Microfinance GLP per Microfinance GLP YoY PAR>90 -

Income Financial GLP (As of capita (As penetration growth - NBFC NBFC MFI
(As of Institutions Sep 2020) of (Borrowers/ MFI portfolio Portfolio March
FY19) (3) (As of Sep RCr) Sep 2020) households) March 2020 2020
2020) R®)
Rajasthan 110606 74 9306 1186 16% 54% 0.59%
Tripura 112849 30 2790 6647 51% 29% NA
Nagaland 116882 18 64 283 3% NA NA
Notes:

(1) GLP — Gross loan portfolio, PAR — Portfolio at risk

(2) Per capita income is calculated as NSDP in a year / total population of the state

(3) Microfinanc credit penetration is calculated as number of unique microfinance borrowers/ number of households in above mentioned
states as per MFIN (Microfinance Institutions Network) Q2FY21 report

(4) State GLP growth and PAR 90 data only includes NBFC MFI portfolio for fiscal 2020

(5) Andhra Pradesh and Telangana have been considered as one state

(6) NA — Not available

Source: MFIN, RBI, CRISIL Research

Key steps taken by the government to boost financial inclusion

The Government of India is focusing on improving financial inclusion, especially in rural areas. This has provided
MFIs and other financial institutions with an opportunity to cater to the unserved population or act as a channel
between larger financial institutions and other service providers to the underserved customers. Considerable
progress has been made over the past five to seven years in bringing unbanked individuals into the formal banking
system. The RBI and the government have taken several measures, which are further discussed below.

These government measures include the following:

e Pradhan Mantri Jan Dhan Yojana (PMJDY) — This is an initiative, launched in August 2014, aimed to ensure
affordable access to financial services, such as banking or savings and deposit accounts, remittance, credit,
insurance and pension. It focuses on coverage of households as against earlier plans that focused on coverage
of villages. This program aims that the whole country will be covered by extending banking facilities in each
sub-service area (consisting of 1,000 to 1,500 households) so that such facilities are available to all within a
reasonable distance.

e Aadhaar — The adoption of Aadhaar and Aadhaar authentication in the Indian financial system is expected to
transform the financial landscape and improve financial inclusion. The Unique Identification Authority of
India partnered with the RBI, National Payments Corporation of India (NPCI), Indian Banks Association (IBA)
and banks to develop two key platforms: the Aadhaar Payments Bridge (APB), a system to enable a smooth
transfer of all government welfare scheme payments to beneficiary’s Aadhaar Enabled Bank Account (AEBA),
and the Aadhaar Enabled Payment System (AEPS), a system that leverages Aadhaar online authentication, and
enables AEBAs to be operated in anytime-anywhere banking mode by the marginalised and financially
excluded via micro ATMs.

e  Small Finance Banks (“SFBs”’) — As of December 2020, the RBI has awarded SFB licenses to 10 institutions,
which aim to service the underserved through savings instruments, and supplying credit to small business units,
small and marginal farmers, micro and small industries, and other unorganised sector/lending through informal
channels. SFBs are also required to dedicate 75% of their Adjusted Net Bank Credit (ANBC) towards priority
sector. For the SFBs, nearly 20% of their deposits arise from the rural and semi-urban areas. However, the
credit view shows a misalignment with 33% of advances coming from non-urban and semi-urban areas as of
March 2020. This has led to increasing credit penetration in the rural areas, thereby ensuring financial
inclusion.

e Microfinance institutions (MFIs) and non-banking financial companies (NBFCs) — MFIs and NBFCs are
generally present in areas where commercial banks are not able to service customers. MFIs participate in
relationship banking, which makes their networks strong and helps them open branches in underserved areas.
NBFCs rely on strong tailor-made products by continually introducing customised and flexible offerings for
the underserved or untapped market after learning about the needs of the locals. Currently, both MFIs and
NBFCs charge a higher rate of interest to the customers compared with banks, as most of their loan portfolio
is unsecured or given to slightly risky customers and needs continuous intervention and touch points to
maintain collection efficiency. Key NBFC-MFI players in the industry are CreditAccess Grameen, Satin

109



Creditcare Network, Spandana Sphoorty Financial, Asirvad Microfinance, Muthoot Microfin and Arohan
Financial.

e Priority sector lending aimed at facilitating financial inclusion — This is a requirement for banks to extend
lending to certain “priority sectors”, which cover agriculture, social infrastructure, renewable energy,
microcredit, advances to weaker sections, education loans and housing. The requirement was set at 33.3% for
Scheduled Commercial Banks (SCBs) in 1979 and raised to 40% in 1985. Currently, all banks including
foreign banks need to comply with this 40% requirement.

e Payment banks — The objective of payment banks is to provide small savings account facility, and payment
and remittance services to the migrant labour force, low income households, small businesses and other
unorganised sector entities. The RBI granted in-principle approval to 11 institutions to launch payment banks
on August 19, 2015. However, three institutions subsequently withdrew their application. Of the eight
institutions, six had commenced operations as of August 2018, but more recently, one institution shut down
its operations due to mounting losses.

e Business Correspondents (BCs) — The RBI introduced the BC model of banking outreach in January 2006,
aimed at leveraging information and communication technology to widen access to the banking system. BCs
are retail agents engaged by banks to offer banking services at locations other than a bank branch/ATM.

e Digital India — This is an umbrella program to transform India into a knowledge economy to support the
financial inclusion initiative. Some of the initiatives under the program include development of digital
infrastructure, delivery of government services digitally and improvement in digital literacy, especially in rural
areas.

India’s Microfinance Industry
MFIs and NBFCs

MFIs have a significant role to play in furthering financial inclusion in India. As of March 31, 2020, the largest
share of microfinance was held by 84 NBFC-MFIs with a total gross loan portfolio of ¥737.00 billion. Some of
the key NBFC-MFI players in the industry include CreditAccess Grameen, Satin Creditcare Network, Spandana
Sphoorty Financial, Asirvad Microfinance, Muthoot Microfin and Arohan Financial. The microfinance industry
in India has recorded healthy growth in the past few years. The microfinance industry’s gross loan portfolio
increased at a CAGR of 24% to reach approximately %3.20 trillion in Fiscal 2020 from approximately 31.70
trillion in Fiscal 2017. In comparison, other segments like housing finance and auto finance had credit
outstanding of 320.40 trillion and X8.20 trillion, respectively, in Fiscal 2020.

A total of 170 entities are present in this space. The business of NBFC-MFIs (including SFBs) has grown sharply
in recent years and reached 22,317 billion as of the end of Fiscal 2020. This portfolio size is including that of other
NBFCs, not-for-profit MFIs and banks (excluding SHG).

According to the Microfinance Institutions Network (MFIN), MFIs (excluding SFBs) had a borrower base of 32
million as of March 31, 2020, which represents 20% growth, compared to March 31, 2019. As per MFIN, as on
September 30, 2020, NBFC-MFTIs had an average loan ticket size of 32,025 and a total employee base of 1,09,521,
providing door-step credit to low income customers. CRISIL Research expects that NBFC-MFIs have a significant
growth opportunity by gaining market share from unorganised financiers and acquiring new customers, increasing
reach with existing customers and entering new geographies.

Role of MFIN and Sa-Dhan

MFIN was recognised as a self-regulatory organisation (SRO) for NBFC-MFIs in India in June 2014. As an SRO,
MFIN has been authorised by the RBI to exercise control and regulation on its behalf, to ensure compliance with
regulatory instructions and industry code of conduct. With this, MFIN became the first network to attain such
recognition not only in India, but also in Asia, and perhaps the world. In September 2017, MFIN released its
mutually agreed code of conduct (MACC).

Sa-Dhan is the second association in the business of microfinance to be given SRO status by the central bank. It
has the mandate to engage with policymakers and regulators to provide a favourable policy environment for the
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promotion and growth of microfinance and financial inclusion in India. Its responsibility includes surveillance of
the microfinance sector and submission of its annual report to the RBI.

In September 2019, MFIN and Sa-Dhan along with Finance Industry Development Council (FIDC) released Code
for Responsible Lending (CRL) for micro-credit industry with an aim of bringing more transparency and addressing
customer centric issues. The code of conduct covers aspects of employee engagement, customer engagement and
corporate governance. This was a significant self-regulatory step that is aimed at safeguarding the interests of low-
income customers by enhancing transparency and compliance.

NBFC-MFIs have gained market share

The share of SFBs in the microfinance industry has been reducing over the past years from 17% in Fiscal 2017 to
12% in Fiscal 2020 and the NBFC-MFIs have gained market share from 14% in Fiscal 2017 to 22% in Fiscal 2020.

SFBs account for 12% and NBFC-MFIs account for 22% of the total gross loan portfolio (FY20)
100% 1% 0% 1% 1%

90%
80% |
70%
60% |
50%
40% r
30%
20% |
10%
0%

FY17 FY18 FY19 FY20
mBanks SHG mBanks mNBFC-MFI m®Small Finance Banks = NBFCs  Non-profit MFIs

Note: Data includes data for banks SHG, bank JLG, SFBs, NBFC-MFIs, other NBFCs and non-profit MFls. In fiscal 2020, BFIL portfolio is
included in Banks
Source: CRISIL Research, industry

Rising penetration to support healthy growth of the industry over next five fiscals

While, as of the end of March 2020, the microfinance industry had grown since Fiscal 2017, in the light of COVID-
19 outbreak, CRISIL research expects the overall growth of microfinance sector to remain subdued in the current
fiscal. The microfinance industry’s GLP is estimated to reach approximately %3.50 trillion in Fiscal 2021 from
%3.20 trillion in Fiscal 2020.

Between Fiscals 2020 and 2025, CRISIL Research expects MFI loan portfolios will grow at 15-16% CAGR. While

this is considerably lower than in the past, growth is expected to be driven by continuous expansion in the customer
base of MFIs as well as increased penetration in rural areas.
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Growth in customer base to drive MFI loan portfolio
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Source: MFIN, Company reports, CRISIL Research

Potential harmonisation of regulations for MFI lending

According to a recent speech by deputy governor of RBI, there is a need to harmonise regulations governing the
MFI lending industry. In recent years, as several large players converted into SFBs, the current regulations are
applicable to only NBFC-MFIs who contribute to only 31% of total microfinance lending. A potential
harmonisation of regulations for MFI lending can have a positive impact on NBFC-MFIs as banks and SFBs will
also be governed by same regulations hence eliminating the competitive edge they have currently.

Microfinance industry’s resilience despite major setbacks and changing landscape

India’s microfinance industry has grown in the past few years despite various setbacks, which are further discussed
below. Of these events, the Andhra Pradesh crisis of 2010 had a lasting impact on the industry. Since then, no other
event has affected a state to such a degree. However, despite these setbacks, the microfinance industry’s GLP
increased at a CAGR of 24% to reach approximately %3.20 trillion in Fiscal 2020 from approximately Z1.7 trillion
in Fiscal 2017. CRISIL Research expects the industry to recover and grow at strong rate over the next few years.
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Microfinance industry has shown resilience over the past decade
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Demonetisation

Demonetisation announced by the Indian government on November 8, 2016 affected the industry. Approximately
86% of the currency in value terms of 500 and ¥1,000 was removed from circulation and the replacement of
currency of 2100 and %2,000 notes by the RBI was slow. As a consequence, GLP of the MFI industry which was
growing at approximately 70% in the first half of Fiscal 2017 decreased to 22% by the end of Fiscal 2017.
Disbursements decreased by 29% in the second half of Fiscal 2017 compared with 60% growth in the first half of
that fiscal. Portfolio at Risk (PAR) data as of September 2018 also showed that the industry recovered fairly
strongly after demonetisation.

NBFC liquidity crisis

The liquidity crisis in 2018 impacted NBFCs in India which had a minor ripple effect on micro-lenders as smaller
NBFC-MFIs with capital constraints and lenders relying on NBFCs for funding slowed down disbursements, thus
looking at different avenues to raise money. However, the impact of the crisis was not that profound since large
NBFC-MFIs had a diversified funding mix and were able to leverage this to their advantage. NBFC-MFIs’
outstanding borrowings increased at 23% CAGR from fiscal 2018 to fiscal 2020.
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Funding trend of NBFC-MFIs (outstanding borrowing)
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Local unrest in Assam

According to the CRISIL Report, the local unrest in Assam in relation to India’s reworked citizenship law impacted
normal operations of lenders. A curfew was imposed in Assam, and as a result, activities such as conducting field
visits, meeting customers, making collections, and disbursing loans ceased. In turn, collection efficiency was
adversely affected.

COVID-19 pandemic

The extended nationwide lockdown to contain the spread of COVID-19 affected the income-generation ability and
the savings of MFI borrowers, who generally have weaker credit profiles compared with borrowers of other types
of lenders. About 70-80% of the micro loan borrowers had sought moratorium under the ‘COVID-19 - Regulatory
Package’ announced by the RBI. Due to the nationwide lockdown, and several state-imposed lockdowns thereafter,
normal operations of MFIs, including loan origination and collections, were impacted as the operations of MFls
are field-intensive, involving high personal interactions, such as home visits and physical collection of cash.
CRISIL Research expects that MFIs are likely to calibrate growth and focus on managing asset quality in Fiscal
2021 as a result.

In addition, the RBI introduced a moratorium of six months on repayments of instalments for term loans outstanding
as of March 1, 2020. According to the CRISIL Report, these measures were required to boost confidence in the
economy.

Sharp rise in NPAs

The nationwide lockdown imposed in March 2020 to control the spread of COVID-19 and the subsequent
moratorium granted by RBI adversely impacted collections and repayments from MFI borrowers leading to a sharp
rise in NPAs in second quarter of fiscal 2021. However, with phase wise unlock of the nation, the collection
efficiency has improved and is estimated to have reached 90-93% in December 2020. CRISIL Research however
expects MFI asset quality to deteriorate in Fiscal 2021 on account of strain on MFI borrowers’ earning capability.

MFI collection efficiency is expected to improve

Collections of MFIs, which had reduced to almost zero in April 2020 as a result of the nationwide lockdown due
to the COVID-19 pandemic. By December 2020, collection efficiency for the industry as a whole rebounded to an
estimate of 90-93%, according to CRISIL Research. To create a buffer for potential pandemic related credit costs,
MFIs are expected to focus on raising additional equity capital over the near to medium term. Borrowers in rural
areas and those involved in essential sectors of animal husbandry and agriculture have recommenced paying their
instalments. Lower numbers of COVID-19 infection in rural areas also positive impacted rural repayment rates.
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Monthly collection continues to improve

Collection Efficiency

Book under moratorium  Apr-20  May-20 Jun-20  Jul-20 - Oct-20  Nov-20  Dec-20
Micro 50-60% <10% <45% 45-65% 65-70% 70-80% 80-85% 85-90% 90-93% 90-93%
finance
Notes

(1) Collection Efficiency numbers are estimated
(2) Monthly Collection efficiency = {Current + Overdue collections (excluding prepayments)} / Scheduled billing assuming no moratorium
Source: CRISIL Research

Key reforms proposed by the government for microfinance to counter COVID-19 crisis

e Refinance support from RBI: In April 2020, the RBI announced refinancing support of ¥250.00 billion to
NABARD, which provides support to NBFC-MFIs, Regional Rural Banks (RRBs) and co-operative banks.

e Loan interest subvention scheme: Under this scheme, the government provided 2% interest subvention to loans
given under the Mudra-Shishu scheme. These loans are up to a ticket size of ¥50,000.00, and are primarily
given by NBFC-MFIs to low income groups.

e Loans for street vendors: On June 1, 2020, the government announced a ¥50.00 billion special credit facility
for street vendors to allow them to access an initial working capital of up to 210,000.00. CRISIL Research
estimates that the facility will support nearly 5 million street vendors.

e Restructuring of advances: In August 2020, the RBI extended the existing debt restructuring scheme for
MSMEs due to distress as a result of the COVID-19 pandemic. The central banks also changed the cut-off date
for MSMEs to become standard accounts in order to be eligible under the scheme from January 1, 2020, to
March 1, 2020.

e Liquidity support and emergency loans: The RBI has announced measures to provide liquidity support to
financial institutions such as banks and MFIs to provide emergency loans to assist customers weather short
term disruption in cash flows.

Recent bill on micro finance to impact MFI lenders in Assam

The Assam government, on December 30, 2020, unanimously passed “The Assam Micro Finance Institutions
(Regulation of Money Lending) Bill, 2020 to protect borrower interest from micro finance institutions and money
lenders. In particular, the Act seeks to guard against over leveraging of borrowers and aggressive loan recovery
practices. Though most of the guidelines in the legislation are as per existing RBI norms for NBFC-MFIs, CRISIL
Research expects that the provisions of this Act may impact the collection efficiency of lending institutions serving
this segment in Assam. Operational hurdles may also increase for MFI lenders due to new registration requirements
which, in turn, may impact the growth of MFI lenders in the state in the near-term.

According to the CRISIL Report, as of September 2020, 46 financial institutions including banks, NBFCs and
MFIs have exposure to nearly 2.5 million borrowers (4.4% of national exposure) in Assam. The outstanding micro
loan book in September 2020 was X124 billion (5.3% of national exposure).

Asset quality

Portfolio at risk (PAR), the primary indicator of risk for the sector, equals the percentage of loans overdue.
According to the CRISIL Report, PAR values rose sharply in Fiscal 2017 owing to the unavailability of cash and
slowdown in business activity post-demonetisation. Asset quality also deteriorated drastically post-demonetisation.
However, according to CRISIL Research, banks and MFIs invested significantly in educating borrowers and
helping them exchange old notes, which gradually improved collection efficiency and reduced overall PAR.

According to the CRISIL Report, as of March 2020, overall PAR >30 for the industry was 1.8%. NBFC-MFIs had
a slightly higher proportion of loans under PAR >30 than the industry average. As of September 2020, banks had
the highest PAR>30. However, banks had lower PAR>90 levels of 0.4% compared to BFC-MFIs with PAR>90
levels of 1.2%, as of September 2020. CRISIL Research believes that this may be due to banks being involved in
securitisation and direct assignment arrangements with NBFC-MFIs.

The industry’s asset quality has been deteriorating in the last year due to floods in multiple major states in the
second quarter of Fiscal 2020, affecting collection efficiency. As a result, PAR values increased. Further, in the
third quarter of Fiscal 2020, PAR levels have negated the recovery process, with disruptions seen in Assam, where
political intervention affected recoveries, leading to rise in PAR>30. In the last quarter of Fiscal 2020, the
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pandemic, and subsequent disruption to services and employment owing to the nationwide lockdown, deteriorated

the asset quality further.

Asset quality trend for NBFC-MFIs over the years
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Rural areas exhibit better asset quality compared to urban areas for NBFC-MFI portfolio
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Asset guality of player groups in microfinance industry as of September 2020 (PAR >30 days)
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Asset quality of player groups in microfinance industry as of September 2020 (PAR >90 days)
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Profitability to moderate in the medium term

In Fiscal 2019, profitability generated by NBFC-MFIs substantially increased as a result of higher securitisation
volume.

Following the IL&FS default:

e banks were more cautious with respect to lending to NBFCs, including MFIs;

e securitisation, including via direct assignment route, became increasingly more common as a way to raise
funds for NBFCs;

e hbanks were more comfortable buying asset pools as they were acquiring retail assets rather than term
loans;

o NBFC-MFIs experienced a 10% regulatory margin cap which was not applicable on funds raised through
the securitisation route.

In addition, operating expenses marginally reduced, despite NBFC-MFIs remaining aggressive in expanding their
overall branch network in Fiscal 2019. The transition to Ind-AS accounting framework, and the subsequent ECL
provisioning framework, saw NBFC-MFTI’s profitability ratio rise to a near four-year high of approximately 4.4%,
as credit costs declined by 45-50 bps. Other income also rose by 110-120 bps as income from the securitised
portfolio, in line with provisions of Ind-AS, was up-fronted.

In Fiscal 2020, profitability is estimated to have declined by 5-10 bps, based on rising credit costs, largely due to
floods in several states during the year. A number of NBFC-MFIs, in addition to standard provisioning, have also
made special COVID-19 provisioning in the last quarter of Fiscal 2020.

CRISIL Research expects that in Fiscal 2021 the impact on the profitability of NBFC-MFIs could be in the range
of moderate to severe, depending on the length of time taken to control the pandemic. CRISIL Research also expects
interest income to moderate in Fiscal 2021. Other Income is expected to be lower due to lower disbursements and
lower securitisation. Credit losses due to the pandemic are expected to be accounted for between Fiscal 2020 and
Fiscal 2022.

Major Growth Drivers

Players tapping new states and districts to widen customer base

According to the CRISIL Report, in the last three years, a number of NBFC-MFIs have opened branches in
untapped districts, increasing their penetration and contributing to a rise in customers and number of active loan
accounts. CRISIL Research expects penetration to further deepen, thus driving growth. Uttarakhand is one of the

states with a relatively low number of NBFC-MFIs. CRISIL Research thus believes this provides an opportunity
for existing players to improve their penetration and market share in this state.
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Total number of NBFC-MFIs and their branches in each state/UT

States

Bihar

Uttar Pradesh
Jharkhand
Chhattisgarh
Odisha
Madhya Pradesh
Maharashtra
Rajasthan
West Bengal
Gujarat
Haryana
Assam
Karnataka
Tamil Nadu
Puducherry
Punjab
Tripura
Uttarakhand
Kerala
Meghalaya
Goa
Himachal Pradesh

Note: Data includes only NBFC-MFI players and those states where five or more MFIs are operating as of FY20

Source: MFIN, CRISIL Research

Number of NBFC-MFI players

FY18
26
17
14
20
20
19
25
17
13
14
13

8
10
11

NA
9
NA
11
8
3
NA
NA

FY19
30
24
20
20
24
23
25
19
19
18
15
16
13
16

9
12
8
10
10
6
6
5
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FY20
35
29
28
27
27
26
26
24
23
22
21
19
18
18
13
13
12
12
10

7
6
6

FY18
922
1,095
276
358
940
906
892
311
581
266
174
200
924
758
NA
186
NA
e
234
4
NA
NA

Branches
FY19
1,211
1,157

317
433
1,084
1,137
970
464
898
348
184
410
991
1,111
21
243
128
69
311
10
19
10

FY20
1,586
1,222
448
551
1,292
1,256
1,151
726
1,110
461
238
528
1,069
1,394
36
304
161
167
365
11
16
14



Underpenetrated states to drive growth for MFI in the coming years

According to the CRISIL Report, the average MFI penetration in India was only 21% as of September, 2020.
CRISIL Research expects that relatively underpenetrated states, such as Uttar Pradesh, Uttarakhand, Himachal
Pradesh will drive future growth along with some of the moderately penetrated states, such as Rajasthan,
Chhattisgarh, Haryana, Punjab and Jharkhand.
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Kashmir

/ Himachal Pradesh
Haryana 2% Uttarakhand
- 20%,
‘wb -
13% Jharkhand

18%
16%, Rajasthan 10%, Uttar
Pradesh
14%, I'ZUIB:‘Jhya I
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17%,
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\

Underpenetrated states (0-15%)
Moderately penetrated states (16-28%)
Highly penetrated states (>28%)
Not considered for analysis

Source: MFIN, CRISIL Research

Notes:

(1) Andhra Pradesh (AP) has not been considered for analysis due to many write-offs after the AP crisis and as some large players are not
present in the state.
(2) Penetration has been computed by dividing no. of unique borrowers as reported by MFIN by estimated no. of households in 2020
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Player penetration across states (March 2020)

Number of MFIs per million population
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(2) Player penetration is calculated as number of players in the state divided by state population. Telangana and Andhra Pradesh have been
considered as one state.

Source: MFIN, CRISIL Research

Higher share of rural segment in MF1 business to drive growth

Between Fiscal 2012 and Fiscal 2015, the share of the MFIs’ urban customers rose sharply due to lenders focussing
on urban customers to achieve maximum operational efficiency and maintain profitability, according to Sa-dhan.
However, while only 33% of MFI customers were from rural areas in Fiscal 2015, this increased to 77% in Fiscal
2020. CRISIL Research expects that rural customers will remain high, in the range of 55-60%, compared to urban
customers, for MFIs. With fewer branches and outlets in rural areas as compared with urban areas, the rural market
in India is still under-penetrated. This represents an opportunity for savings and loan products.

Expansion of Average Ticket Size

The average ticket size of MFIs has risen in the September 2020 quarter to 322,070 from 18,815 in Fiscal 2017,
translating into a CAGR of 4.7%. The ticket size increased in highly penetrated states where MFIs have been
present for a long period and credit-worthiness of the client base is relatively well-established.

Key success factors of MFI lenders
Ability to attract funds/raise capital and maintain healthy capital position

The microfinance industry has seen rapid growth over the past few years owing to the small ticket size and doorstep
disbursement. Despite the rapid growth, a large portion of the market remains underpenetrated, making it necessary
for MFI lenders to raise funds at regular intervals to sustain growth.

According to the CRISIL Report, MFI lenders are dependent on banks for their funding as well as on capital
infusion from their promoters/parent companies and/or external investors, such as private equity firms. The ability
of MFI lenders to raise funding from diverse sources and maintain a capital positon much higher than the prescribed
regulatory minimum is vital for long-term sustainability.

Geographically diversified portfolio helps MFI lenders mitigate risks

Given that fixed operating costs are relatively high and considering the value of the loan amount, the scale of
operations is a crucial factor for MFI lenders. A large, well-diversified portfolio in different geographies enables
players to mitigate risks associated with a concentrated portfolio. Diversified operations also helps MFI lenders to
reduce operating expenses as a percentage of outstanding loans. CRISIL Research believe that the expansion by
MFI lenders in less-penetrated areas will support their growth trajectory. This is because rural areas are still under-
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penetrated in India, and therefore players operating in and focused on rural areas could experience faster growth in
their portfolios.

Ability to control asset quality and ageing of non-performing assets (“NPAs”)

MFI lenders’ portfolios are susceptible to local issues and events that impact the repayment ability and willingness
of borrower households. According to the CRISIL Report, it is therefore critical for MFI lenders to have a strong
hold on their asset quality and regularly engage with borrowers to control the number of NPAs. Further, the
operational and fraud risk for the microfinance industry is high owing to the cash-intensive nature of the business.
According to the CRISIL Report, MFI lenders need to implement measures and use analytics to understand and
predict the quality of their portfolio and minimise the frequency and size of asset quality-related risks. Initiatives,
such as educating borrowers, has helped raise awareness and improve their credit behaviour.

MFI lenders’ partnership with fin-tech companies to be key success enabler

MFI lenders play a crucial role in providing financial access to the underserved in India. Considering the challenges,
and also the latent growth opportunities in meeting consumer needs, CRISIL Research believes that it would be
beneficial for MFI lenders to enter into partnerships with fin-tech companies to tap the digital medium for financial
inclusion.

According to the CRISIL Report, collaborating with fin-tech companies will help to raise operational efficiencies
and reduce costs. A number of the leading NBFC-MFIs have collaborated with fin-tech companies. Some examples
of collaboration of fin-tech firms with NBFC-MFIs are:

e Arohan Financial entered into an alliance with Airtel and PayTM Payments Bank to facilitate on-boarding of
customers onto its digital banking transaction platform.

e Fincare, in partnership with Oxigen, has rolled out branchless banking services using Oxigen’s point-of-sale
device to offer bill pay services through internet and mobile banking. This enables Fincare to use Oxigen’s
vast network and payment solution to bring financial products and services to unbanked segments at a faster
pace.

e Annapurna Microfinance partnered with the financial technology firm Artoo to use Artoo's Intelligent Digital
Loan Origination System to improve the efficiency of its loan processing and reduce the amount of time taken
to approve loans.

According to the CRISIL Report, such tie-ups have helped market participants to sustain operations during the
COVID-19 pandemic and have also led to the transition to cashless repayments and disbursements.

Trend in cashless disbursements for NBFC-MFIs

0 93% 93%
0 90% 90%
90% 88%
88%
86%
84%
Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20

Source: MFIN, CRISIL Research

Rising technology usage to bring down costs, improve efficiency and profitability for MFIs

Digitalisation has impacted almost all aspects of the financial services industry. However, it is far more critical to
the microfinance industry as lower operating costs can result in higher financial inclusion and increased benefits
for customers. The use of technology has helped MFI lenders grow at a fast pace, improve efficiency, lower cash
usage and turnaround times, develop new products, provide better services to customers, and use analytics for
portfolio monitoring and credit appraisal. According to the CRISIL Report, in the second quarter of Fiscal 2021,
approximately 54 NBFC-MFIs reported 90% of their disbursement through cashless mode.

CRISIL Research expects that the lower cost of servicing customers, better productivity and lower credit costs
through the use of technology will help MFI lenders improve their profitability.
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Credit risk mitigation by credit bureaus

Credit bureaus, such as Equifax and Highmark, collect data from several MFI lenders and build a comprehensive
database that captures the credit history of borrowers. These databases are updated weekly. The presence of credit
bureaus ensures that MFI lenders have access to more data on their borrowers - the number of credit lines that a
borrower has and the borrower’s previous credit history, in terms of repayment track record and defaults - helping
MFI lenders to make informed lending decisions.

NBFC-MFIs to benefit from the changing landscape of the industry

Key participants in the MFI lending business are:

e Banks-SHGs, which refers to banks who provide microcredit under the SHG program.

e Banks (directly and indirectly through BCs) include portfolios for direct and indirect lending (through BCs) .

e NBFC-MFIs, which refer to MFIs exclusively focused on the microfinance business, and accordingly
registered as NBFC-MFIs with the RBI. Major players in this category include Satin Creditcare, Credit Access
Grameen Ltd (formerly Grameen Koota Financial Services Ltd) and Arohan Financial Services Ltd.

e SFBs, for which the top 10 players in India are AU, Capital, ESAF, Equitas, Fincare, Jana, North East,
Suryoday, Ujjivan, and Utkarsh, which were formerly NBFC-MFIs/NBFCs, but have now converted into
SFBs.

e NBFCs, which include ASA, Fullerton, L&T Finance, and Reliance Commercial Finance Ltd, each of which
has a microcredit lending business, in addition to other lending businesses.

¢ Non-profit MFIs, which refer to MFIs registered as not-for-profit organisation, such as Cashpor.

NBFC-MFIs and non-profit MFIs are the only two player groups with loan portfolios exclusively focused towards
microcredit.

NBFC-MFIs witnessed high growth over fiscal 2018 and 2019; growth in fiscal 2020 is lower owing to exclusion

of BFIL
YoY growth
80% 72%
70%
59%

- 54%
60% 48% °
50% 42% a2% .
0% 33% 0% 34% 12006
300%  25% 23% 25%
20% 11% 10% 12%
10% f 7/0 I
0%
-10% Marl Mar-18 Mar-19 Mar-20
20% L -8%

ENBFC-MFIs = SFBs Banks mNon-profit MFIs ®NBFCs
Note: Data includes data for Banks, SFBs, NBFC-MFlIs, other NBFCs and non-profit MFIs. Up to FY20, Bharat Financial was included in

NBFC-MFIs and in fiscal 2020 Bharat Financial is included in banks.
Source: MFIN, CRISIL Research

Banks accounted for 41% of the MFI loans outstanding as of September 2020, followed by NBFC-MFIs who had
a 31% market share. SFB and NBFC market share stood at 19% and 8% respectively as of September 2020.
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Player group-wise market share (September 2020 with GLP of ¥2,279 billion)
Non-profit MFls, 1%

NBFCs, 8%

= Banks = NBFC-MFIs = SFBs NBFCs Non-profit MFls

Note: Data includes data for Banks-JLG, SFBs, NBFC-MFlIs, other NBFCs and non-profit MFls.
Source: Bharat Microfinance Report (Q2FY21), CRISIL Research

Transition to Small Finance Banks for eight erstwhile players leaves market opportunity for MFIs

As of September 16, 2015, the RBI had awarded small finance banks (SFBs) licenses to 10 applicants out of which
8 operated as NBFC-MFIs. These eight players included Janalakshmi Financial Services, Ujjivan, Equitas, RGVN
Microfinance, Disha Microfinance, Utkarsh Microfinance, Suryoday Microfinance, ESAF Microfinance, and
Fincare Microfinance. However, with new business models and an ability to offer other loan products, including
MSME loans, affordable housing finance, gold loans, CV/non-CV loans and two-wheeler loans (among others),
their share in the overall microfinance industry is expected to reduce in the future. According to the CRISIL report,
although most players plan to diversify their portfolio and reduce the portion of microfinance loans, some players
continue to grow their microfinance loan book. However, this growth is a bank-specific strategy. With a particular
focus on microfinance operations, and greater regulatory clarity in operations, NBFC-MFI players have an
opportunity to increase their presence.

CRISIL Research expects NBFC-MFIs to grow at a much faster rate vis--a-vis SFBs, on account of increasing
focus of SFBs towards other product suite beyond the MFI loan portfolio and improving liquidity for NBFCs in
the system. NBFC-MFlIs are expected to grow at a faster pace than the industry at a CAGR of 17-18% over fiscal
2020 to fiscal 2025.

MFIs also focusing on third-party products to provide customer centric services

According to the CRISIL Report, MFIs have built a large distribution network across urban and rural areas in India,
and MFIs are now leveraging this network to distribute financial and non-financial products of other institutions to
their customers. CRISIL Research believe that while MFIs continue to focus on their core business of providing
microcredit services, they will also seek to diversify their businesses by scaling up certain pilot projects involving
fee-based services and secured lending. Such diversification may help MFIs retain customers who want to start
small and medium enterprises (“SMES”), have business needs such as retail business loans or two-wheeler loans,
or would like to improve their lifestyle via home improvement loans. The objective of MFIs is to increase customer
loyalty and provide economic benefits to customers and families, according to CRISIL.

Micro insurance

Pension and insurance schemes can protect low income people against specific risks. Expansion into additional
services such as pension and insurance, government intervention with schemes such as National Pension Scheme,
Pradhan Mantri Suraksha Bima Yojana (PMSBY), Pradhan Mantri Jeevan Jyoti Bima (PMJJBY) and Prime
Minister’s Jan Dhan Yojana (PMJDY), along with revised regulatory guidelines to expand the eligible target
population have contributed to the growth of MFIs, according to CRISIL. As of January 6, 2021, 219.6 million
enrolments were registered under PMSBY and 97.4 million under PMJJBY.

As of 2018, the insurance penetration in India was only 3.7% compared to the global average of 6.1%, according
to Insurance Regulatory Development Authority of India (IRDAI). India’s non-life insurance penetration was even
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lower at 0.97% compared to the global average of 2.78%. As per IRDALI, in Fiscal 2019, micro insurance gross
direct premiums accounted for only 1.5% of the total gross direct premiums of life insurers in India; the same ratio
was at only 1.46% for general insurers in India. CRISIL Research believes this provides huge potential for growth
of micro insurance in India.

Individual micro-lending

According to the CRISIL Report, individual micro-lending by NBFC-MFIs (including SFBs) is aimed at
penetrating new markets and improving financial inclusion of the underserved customer segment, while also
providing better margins. Therefore, many MFIs have already started targeting such customers (Source: CRISIL
Report). CRISIL Research provides that, pursuant to an RBI directive, individual lending cannot be more than 15%
of the overall portfolio, and that the portfolio currently varies from 10-15% of total outstanding loans for most
MFlIs. Further, the maximum variance permitted for individual loans between the minimum and maximum interest
rate cannot exceed 4%. Average interest paid on borrowings and charged by MFI is to be calculated on average
monthly balances of outstanding borrowings and loan portfolios, respectively, according to CRISIL.

Product financing

Solar Arohan Financial, Satin Creditcare, Muthoot Microfin

Water and Sanitation Arohan Financial, CreditAccess Grameen, Ujjivan SFB, Satin Creditcare,
Muthoot Microfin

Home Appliances Arohan Financial, CreditAccess Grameen, Ujjivan SFB, Satin Creditcare

Cycle and Personal Arohan Financial, Ujjivan SFB, Satin Credit Care

Mobile loans Arohan Financial, Ujjivan SFB, Satin Creditcare, Muthoot Microfin

Home Improvement loans Utkarsh SFB, CreditAccess Grameen, Asirvad Microfinance, Annapurna
Financial, Ujjivan SFB

CRISIL Research provides that microfinance companies lend for both consumption as well as productive purposes.
As per an RBI regulation in April 2015, up to 50% of the aggregate amount of loans may be extended for other
purposes/ non-income generating activities, such as housing repairs, education, medical and other emergencies.
However, the aggregate amount of loans given to a borrower for income generation should constitute at least 50%
of the total loans from the NBFC-MFI. According to the CRISIL Report, the measure is aimed at reducing lending
towards non-income generating activities which can result in customers becoming trapped in a debt cycle. As per
Bharat Microfinance Report 2020, the proportion of income generating loans to consumption loans was 93% to 7%
in Fiscal 2020.

Peer Comparison

CRISIL Research has analysed the operational performance and key financial indicators of the top-10 microfinance
NBFC-MFIs (accounting for 70% of India’s NBFC-MFI portfolio), key NBFC microfinance companies focused
and originated from the Eastern or North-Eastern parts of the country, as well as some SFBs that have considerable
loan portfolio directed towards microfinance segment.

As of September 2020, Arohan Financial was the largest player in Eastern India and the fifth largest NBFC-
MFI in India

Amongst NBFC-MFIs, CreditAccess Grameen Ltd, Satin Creditcare Network and Spandana Sphoorty Financial
are the largest players in terms of gross loan portfolio (GLP) as of September 2020. Arohan Financial was the
largest player among all East-based NBFC-MFIs and the fifth largest NBFC-MFI in India in terms of GLP as of
September 2020.

124



Among the top 10 NBFC-MFIs, Arohan Financial posted the third highest CAGR of GLP between Fiscal 2017 and
Fiscal 2020 following Samasta Microfinance and Spandana Sphoorty Financial. Samasta Microfinance has grown
the fastest and registered a growth of 143% between Fiscal 2017 and Fiscal 2020, but on a lower base.

Among NBFCs in India’s East and Northeast, Arohan Financial is the largest NBFC-MFI in terms of GLP, which
was 48.5 billion as of Fiscal 2020, followed by Annapurna Microfinance, which had a GLP of ¥40.3 billion for
the same fiscal.

Gross loan Gross loan 3 year o\r:-eaera;r Loan amount
portfolio portfolio CAGR of GyLP T Presence
Parameters (GLP) asof  (GLP) as of GLP rowth Zbillion) in number
Sep 2020 FY20 (FY17- gas of FY20 of districts
(Xbillion) (Xbillion) FY20) FY20

CreditAccess Grameen Ltd. 92.1 99 48% 38% 104 230
iggndana Sphoorty Financial 735 683 74% 56% 80 280
E‘;‘;‘” Creditcare Network 67.4 722 26% 13% 80 383
ﬁsrl:;l\{:;lg Microfinance Private 497 55 45% 43% 48 314
ﬁ{gha“ Financial Service 485 485 68% 20% 50 232
Muthoot Microfin Ltd. 46.0 49.3 36% 13% 41 260
Annapurna Finance Pvt. Ltd. 38.9 40.3 48% 34% 40 293
Elthlon Microfinance Private 36.3 36.1 63% 37% 36 283
Samasta Microfinance Ltd. 34.9 34 143% 49% 31 228
E(tacljstar Microfinance Private 26.9 26.3 66% 43% 2% 155
Bandhan Bank 497.8 462 29% 20% 199.5 548
Ujjivan SFB 138.9 141.5 30% 28% 132.2 244
Utkarsh SFB NA 66.6 59% 40% NA 173
ESAF SFB NA 66.1 65% 50% 74.3 NA
Fincare SFB 52.4 534 58% 51% 49.6 177
Suryoday SFB NA 35.3 63% 32% 30.9 NA
'ﬁtrgha“ Financial Service 485 485 68% 20% 50.4 232
Annapurna Finance Pvt. Ltd. 38.9 40.3 48% 34% 40.1 293
ASA International India 12.4 13.4 56% 20% 205 60
Microfinance Ltd.

\L/;ljlage Financial Services 96 10.9 39% 3% 133 78
iatlgaran Microfin Private 43 48 18% 19% 6.9 36
Sarala Development and 0 o

Microfinance Pvt. Ltd. 25 2.6 16% 5% 41 29
SAIJA Finance Private Ltd. 25 3.1 7% -41% 3.2 60
Uttrayan Financial Services o o

Pyt Limited NA 2.3 18% 22% 35 38
ﬁtddhlkar Microfinance Pvt. 17 19 17% 24% 17 2%
Unacco Financial Services o 20

PVt Ltd. 1.0 1.1 30% 3% 1.6 30
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Notes:

(1) ~ Data represented is for FY19,

(2) *For SFBs, total loan advances have been considered as GLP and overall disbursement of the bank is considered
(3) **East/North-east based players are players originating from east or north-east

Source: MFIN, Company reports, CRISIL Research

Among top five Indian NBFC-MFIs, Arohan Financial’s number of customers has increased at highest
CAGR

Among the top five NBFC-MFIs in India, as of September 2020, Arohan Financials’ customer growth has been the
highest at 49% CAGR between Fiscal 2018 and Fiscal 2020, followed by Spandana Sphoorty (at 33% CAGR) and
Asirvad Microfinance (at 26% CAGR). Among East-based NBFC-MFIs, Arohan Financial had the highest
customer growth over these years.

Client Outreach Clients (in lakhs) Clients growth
FY20 FY19 FY18 FY19 FY18

CreditAccess Grameen Ltd. 29.1 24.7 18.5 18% 34% 23% 25%
Spandana Sphoorty Financial Ltd. 25.7 24.6 15.9 4% 55% 45% 33%
Satin Creditcare Network Ltd. 30.8 315 23.3 -2% 35% 1% 10%
Asirvad Microfinance Private Limited 23.7 18.1 15 31% 21% NA 269"
Arohan Financial Service Ltd. 23.1 18.7 114 24% 64% 63% 49%
Muthoot Microfin Ltd. 18.8 15.9 12.1 18% 31% 51% 33%
Annapurna Finance Pvt. Ltd. 17.7 15.1 12.3 17% 23% 37% 25%
Fusion Microfinance Private Ltd. 18.7 155 10.2 21% 52% 46% 39%
Samasta Microfinance Ltd. 154 10.1 4.1 52% 146% 105% 97%
Belstar Microfinance Private Ltd. 12 6.8 4.9 76% 39% 63% 59%
Bandhan Bank 111.4 94.9 77 17% 23% 13% 18%
Ujjivan SFB 435 40.2 37.1 8% 8% 4% 7%
Utkarsh SFB 26 20 NA 30% NA NA NA
ESAF SFB 28.6 21.11 NA 35% NA NA NA
Fincare SFB 25 16 10 56% 60% NA NA
Suryoday SFB 14 9.9 7.3 41% 36% -3% 23%
Arohan Financial Service Ltd. 23.1 18.7 114 24% 64% 63% 49%
Annapurna Finance Pvt. Ltd. 17.7 151 12.3 17% 23% 37% 25%
ﬁtSdA International India Microfinance 74 59 0 25% NA NA NA
Village Financial Services Ltd. 4.8 4.8 35 0% 37% 75% 34%
Jagaran Microfin Private Ltd. 2.3 2.5 2.2 -8% 14% 38% 13%
Sarala Development and Microfinance 17 17 0 0% NA NA NA
Pvt. Ltd.

SAIJA Finance Private Ltd. 14 3.3 25 -58% 32% 19% -13%
Uttrayan Financial Services Pvt Ltd» NA NA NA NA NA NA NA
Adhikar Microfinance Pvt. Ltd. 1.2 15 1.2 -20% 25% 20% 6%
Unacco Financial Services Pvt. Ltd. 0.7 0.7 0.5 0% 40% 0% 12%

Notes:

(1) ~2-year CAGR

(2) *For Bandhan Bank, Utkarsh SFB and ESAF SFB, microloan borrowers are considered as customers, for Fincare SFB and Suryoday
SFB, overall customer base is considered as customers and for Ujjivan SFB, overall borrower base is considered as customers

(3) **East/North-east based players are players originating from east or north-east

Source: MFIN, Company reports, CRISIL Research

Arohan Financial ranks third in terms of efficiency among top 10 and first among all East/North East-based
NBFCs-MFlIs

Among the east/northeast-based NBFCs-MFIs, Arohan Financial had the highest customer per employee,
customer per loan officer, customer per branch and number of loans disbursed per loan officer in Fiscal 2020.
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Client Client No. of loans
Reach and efficiency No. of No. of Client per or per disbursed in
P loan FY20 per loan
branch . .
officer officer

parameters (FY20) employees  branches employee

CreditAccess Grameen Ltd. 10,824 929 269 3,132 377 673
Spandana Sphoorty 8,224 1,010 313 2,545 421 382
Financial Ltd.
ﬁi‘é‘“ Creditcare Network 11,148 1,140 276 2,702 449 373
Asirvad Microfinance 6,206 1,042 382 2,274 710 632
Private Limited
ﬁ{gha“ Financial Service 6,272 712 368 3,244 573 586
Muthoot Microfin Ltd. 7,265 692 259 2717 395 259
f‘t” napurna Finance Pvt. 5,947 718 208 2,465 499 318
Fusion Microfinance 5,433 591 344 3,164 529 339
Private Ltd.
Samasta Microfinance Ltd. 5,764 561 267 2,745 415 304
Belstar Microfinance 4,425 603 271 1,990 577 409
Private Ltd.
Bandhan Bank 39,750 1,018 280 10,943 NA NA
Ujjivan SFB 17,841 575 244 7,565 NA NA
Utkarsh SFB 8,831 507 294 5,128 NA NA
ESAF SFB 3,337 454 858 6,306 NA NA
Fincare SFB 7,363 711 340 3,516 NA NA
Suryoday SFB 4,695 477 298 2,935 NA NA
ﬁ{gha“ Financial Service 6,272 712 368 3,244 573 586
ﬁt” d”ap“ma Finance Pvt, 5,947 718 298 2,465 499 318
ASA International India 2,699 410 274 1,805 353 343
Microfinance Ltd.
\L/;L'age Financial Services 1,465 245 328 1959 527 450
Jljgara” Microfin Private 786 134 293 1,716 467 487
Sarala Development and
Microfinance Pvt. Ltd. 452 86 376 1977 458 431
SAIJA Finance Private Ltd. 973 101 144 1,386 266 190
Uttrayan Financial Services
But LA 438 87 NA NA NA NA
ﬁtddhlkar Microfinance Pvt. 547 86 219 1,395 408 204
Unacco Financial Services
oL 298 57 235 1,228 286 204
Notes:

(1)~ Data represented is for FY19

(2) *For Bandhan Bank, Utkarsh SFB and ESAF SFB, microloan borrowers are considered as customers, for Fincare SFB and Suryoday
SFB, overall customer base is considered as customers and for Ujjivan SFB, overall borrower base is considered as customers

(3) **East/North-east based players are players originating from east or north-east

Source: MFIN, Company reports, CRISIL Research
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Among the top 10 NBFC-MFIs, Arohan Financial had the second lowest average disbursement ticket size

Annapurna Finance had the highest average ticket size of 335,508, which was above the industry average of
322,070 as of Fiscal 2020. Arohan Financial has the second lowest average disbursement ticket size of 321,373.
Arohan Financial also has the second lowest average portfolio outstanding at 15,951.

Average
portfolio
outstanding per
borrower (%)

GLP/Loan Average
officer ticket size
(Xmillion) ®

Productivity metrics GLP/Branch  GLP/Employee

(FY20) (Xmillion) (Xmillion)

CreditAccess

Grameen Ltd. 107 9 12.83 20,000 17,920
Spandana Sphoorty 68 8 11.19 34,308 22300
Financial Ltd.

Satin Creditcare

Network Ltd. 63 6 10.52 31,486 19,968
Asirvad Microfinance 53 9 16.49 22,628 14,570
Private Limited

Arohan Financial 68 8 12.05 21,373 15,951
Service Ltd.

'I\_"t‘(’ith“t Microfin 71 7 10.37 33,164 21,833
Annapurna Finance

Pyt Ltd. 56 7 11.35 35,508 22,480
Fusion Microfinance

Private Ltd. 61 7 10.20 29,801 18,977
ﬁildmasta Microfinance 61 6 916 27.279 18,653
Belstar Microfinance

Private Ltd. 44 6 12.66 30,747 21,062
Bandhan Bank 454 12 NA NA NA
Ujjivan SFB 246 8 NA 35,4404 NA
Utkarsh SFB 131 8 NA 21,252 NA
ESAF SFB 146 20 NA NA NA
Fincare SFB 75 7 NA 29,665 NA
Suryoday SFB 74 8 NA 30,364 NA
Arahan Financial 68 8 12.05 21,373 15,951
Service Ltd.

Annapurna Finance

PVt Ltd. 56 7 11.35 35,508 22,480
ASA International

India Microfinance 33 5 6.37 28,663 18,034
Ltd.

Village Financial 44 7 11.93 32,219 22,515
Services Ltd.

Jagaran Microfin

Private Ltd. 35 6 9.63 28,975 18,413
Sarala Development

and Microfinance Pvt. 30 6 6.93 25,088 15,362
Ltd.

SAIJA Finance

Private Ltd. 30 3 5.79 31,564 20,055
Uttrayan Financial

Services Pvt Limited” 26 52 NA 26,505 16,357
Adhikar Microfinance 29 3 6.29 29.960 15543

Pvt. Ltd.
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GLP/Loan
officer
(Rmillion)

Productivity metrics GLP/Branch  GLP/Employee

(FY20) (Xmillion) (Xmillion)

Average
portfolio
outstanding per

Average
ticket size

®)

Unacco Financial

Services Pvt. Ltd.
Notes:
(1) ~ Data represented is for FY19,
(2) *For SFBs, total loan advances have been considered as GLP
(3)#Average ticket size of group micro loans is considered
(4) **East/North-east based players are players originating from east or north-east
Source: MFIN, Company reports, CRISIL Research

19 4 4.49

Arohan Financial has a diversified portfolio

borrower (%)

29,729 16,048

Arohan Financial has a high concentration of 86% of its portfolio in India’s top 5 states according to GLP.
Arohan Financial is also considered to have a diversified portfolio, with 27% of its portfolio in its top state (West
Bengal), compared to CreditAccess Grameen, which has 48% of the portfolio in its top state (Karnataka).
However, Satin Creditcare and Asirvad Microfinance have the widest and most diversified presence with

portfolios in 23 states.

Share of
No. of No. of rural
states districts custome

Portfolio
Concentration

Geographical

presence of top 10
NBFC-MFIs in top 5 states

Major states

]

CreditAccess

0, 0,
Grameen Litd. 14 230 86% 97%
Spandana
Sphoorty 18 280 95% 69%
Financial Ltd.
Satin Creditcare 0 o
Network Ltd. 23 383 76% 50%
Asirvad
Microfinance 23 314 NA 59%
Private Limited
Arohan Financial o
Service Ltd. 17 232 NA 86%
Muthoot Microfin 17 260 NA 5706
Ltd.
Annapurna 18 203 85% 66%¢

Finance Pvt. Ltd.
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Karnataka (48%)
Maharashtra (27%)
Tamil Nadu (11%)
Madhya Pradesh (9%)
Chhattisgarh (2%)

Odisha (17%)

Madhya Pradesh (17%)
Maharashtra (13%)
Karnataka (13%)
Andhra Pradesh (9%)

Bihar,
Karnataka,
Tamil Nadu,
Maharashtra
Qdisha

Tamil Nadu (21%)
West Bengal (11%)
Bihar (10%)
Karnataka (9%)
Kerala (6%)

West Bengal (27%)
Assam (19%)

Bihar (19%)

Odisha (11%)

Uttar Pradesh (10%)

Kerala,
Tamil Nadu

Odisha (37%)
Madhya Pradesh (14%)



Share of

No. of No. of rural ST
presence of top 10 ’ ‘ Concentration Major states

NBEC-MEIs states districts cusﬁgme in top 5 states

Geographical

Maharashtra (9%)
Chhattisgarh (6%)
Bihar (19%)

Fusion .
Microfinance 18 283 NA 68% Uttar Pradeosh (17%)
Private Ltd. Odisha (14%)
Madhya Pradesh (10%)
Punjab (9%)
Samasta
Microfinance Ltd. 17 228 NA NA NA
Belstar
Microfinance 18 155 78% 51%* Tamil Nadu
Private Ltd.

Note: ~Share of portfolio in two states, *Share of portfolio in one state, #Share of portfolio in 4 states, Number in bracket accounts for share
of state in company’s MFI portfolio
Source: MFIN, Company reports, CRISIL Research

Arohan Financial is most cost-efficient among East and North East-based NBFC-MFIs

Among India’s top 10 NBFC-MFIs, Arohan Financial has had the third lowest operating expense ratio, and
among the east/northeast-based NBFC-MFIs, Arohan Financial had lowest operating expense ratio. Among the
top five NBFC-MFIs, Arohan Financial is the only NBFC-MFI that has reduced its operating expenses
consistently from 6.1% to 5% between Fiscal 2018 to Fiscal 2020.

In terms of cost to income ratio, Arohan Financial had the third lowest ratio, which was 41.1% in Fiscal 2020.
The return on assets (RoA) of 2.8% posted by Arochan Financial was the third highest among the East and North-
East based NBFCs.

: Net _Other
Profitability Y';I]ds Cost of Interest Credit ézc%n:)ef i(?]%itnt]g
Parameters borrowing Margin Costs -
advances (N I M) axggstgse ratio

Top 10 NBFC-MFls
3-year avg 21.0% 9.9% 12.3%  46%  12% 03% 46% 169% 36.7%
CreditAccess FY20 20.4% 9.0% 11.7%  4.3% 2.6% 03%  36% 13.0% 35.9%
Grameen Ltd. FY19 20.5% 9.6% 132%  4.7% 1.2% 03% 51% 16.9%  35.1%
FY18 22.1% 11.2% 120%  48%  -0.3% 03%  5.0% 20.7%  39.2%
3-year avg 22.1% 11.0% 123% 34% 17% 23% 59% 152% 24.9%
ggﬁggﬁt’;"" FY20 24.8% 11.9% 14.9%  40%  5.0% 55%  65% 156%  19.7%
Financial Lid. FY19 23.0% 12.0% 13.0%  3.4% 0.9% 11%  6.3% 165%  24.6%
FY18 18.4% 9.2% 9.1% 29%  -0.9% 04%  5.0% 135%  30.4%
3-year avg 22.5% 11.5% 78%  6.8%  1.8% 27%  22% 144% 64.4%
Satin Creditcare FY20 21.1% 10.8% 7.3% 8.9% 3.4% 48%  22% 11.9%  73.4%
Network Ltd. FY19 23.9% 12.3% 8.3% 6.6% 1.2% 3.0%  3.0% 19.0% 58.3%
FY18 22.5% 11.5% 7.7% 5.0% 0.8% 04%  15% 12.2%  61.6%
3-year avg 20.5% 9.8% 93%  60% 24% 26% 29% 16.7% 50.7%
Asirvad FY20 22.7% 10.3% 9.9% 6.4% 1.8% 3.7%  46% 255%  47.2%
Microfinance FY19 21.4% 10.3% 9.8% 6.1% 0.8% 29%  44% 27.9% 47.7%
Private Limited FY18 17.3% 8.9% 8.2% 54%  4.6% 1.3% o.é% 3.3% 57.2%
3-year avg 20.0% 10.1% 101% 57%  2.5% 21% 29% 157% 46.8%
éirrf’:rf‘cri‘al Service FY20 22.0% 10.6% 105%  50%  3.5% 1.7%  28% 153% 41.1%
Lid. FY19 18.6% 10.4% 107%  5.9% 1.3% 23%  41% 23.6%  45.6%
FY18* 19.3% 9.2% 9.2% 6.1% 2.7% 22%  17% 82%  53.8%
Muthoot 3-year avg 20.0% 10.6% 8.7% 6.7% 2.9% 6.8% 21% 93%  43.2%
Microfin Ltd. FY20 19.0% 10.8% 8.1% 7.1% 6.9% 6.8%  05% 2.0%  47.5%
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Other

. Net .
Profitability Y';Lds Costof Interest Credit ;2%2”:; %‘éztr;‘é
Parameters advances borrowing Margin Costs aver(;ge ! e
(NIM) Assets

FY19 21.6% 10.4% 94%  67%  0.9% 76%  66% 312%  39.5%
FY18 19.3% 10.5% 86%  62%  0.8% 60% o 52%  42.5%
3-yearavg  23.1% 10.9% 84%  62%  1.6% 1.6%  16% 10.4% 62.2%
Annapurna FY20 22.8% 11.3% 81%  61%  13% 1.7%  2.0% 12.0%  62.0%
Finance Pvt. Ltd. FY19 21.2% 10.2% 83%  6.7%  0.6% 25%  23% 145%  62.1%
FY18*A 25.3% 11.2% 88%  59%  2.8% 06%  05% 46%  62.5%
3-yearavg  22.3% 11.1% 71%  54%  3.0% 19% 04% 0.8%  60.9%
Fusion FY20 22.0% 11.4% 84%  51%  24% 16%  18% 7.6%  50.8%
Mi_crofinar&ce FY19 23.8% 11.2% 78%  55%  0.7% 1.0%  18% 112%  63.2%
Private Ltd. FY18* 21.2% 10.7% 52%  56%  59% 30%  ,e0  1pa9 08 7%
3-yearavg  22.7% 10.1% 125% 89%  1.0% 32%  33% 21.0% 57.7%
ﬁnaqu;ftui ance FY20 24.7% 10.2% 145%  88%  2.0% 31%  47% 27.7%  49.8%
Lid. FY19 24.0% 11.0% 13.4%  94%  12% 32%  40% 28.1%  56.3%
FY18 19.3% 9.0% 9.6%  8.6%  -0.1% 33%  13% 7.2%  66.9%
3-yearavg  24.3% 10.6% 115%  6.1%  1.1% 11%  3.7% 24.8% 48.3%
E/Ieilcs:glfrinance FY20 24.2% 10.3% 125%  6.8% 1.0% 16%  43% 22.0%  48.2%
Private Ltd. FY19 24.5% 10.6% 116% 57%  1.1% 13%  43% 27.7%  44.2%
FY18 24.2% 10.8% 103% 57%  1.3% 05%  26% 248% 52.5%
3-yearavg  15.6% 6.5% 85%  35%  2.8% 20%  39% 204% 32.8%
Bandhan Bank FY20 14.0% 7.8% 85%  33%  19% 21%  41% 22.9%  30.8%
andhan ban FY19 16.5% 5.5% 89%  36%  36%  21%  39% 191%  32.6%
FY18 16.4% 6.1% 81%  35%  2.9% 1.9%  36% 19.2%  35.0%
3-yearavg  20.3% 8.1% 9.8%  80% 2.1% 17%  13% 85%  70.3%
Uiiivan SFB FY20 21.7% 8.1% 102%  82%  1.8% 20%  22% 140%  67.4%
jtvan FY19 19.3% 7.6% 95%  86%  09%  18% 17% 11.0% 76.5%
FY18 19.9% 8.6% 96%  73%  35% 12%  01% 04%  67.1%
3-yearavg  20.4% 8.2% 84%  61%  25% 12% 08% 6.4%  56.4%
FY20 20.8% 8.2% 86%  56%  12% 12%  24% 208% 57.6%
Utkarsh SFB FY19 20.8% 8.3% 92%  61%  25% 11%  17% 159%  53.0%
FY18 19.7% 8.0% 7.4% 6.5% 3.9% 1.2% 1.5';% 17.'6% 58.6%
3-yearavg  23.1% 9.1% 89% 76%  18% 20% 15% 14.0% 70.4%
ESAF SFB FY20 22.3% 8.7% 96%  7.3%  1.6% 1.6%  23% 192%  64.9%
FY19 23.7% 9.0% 9.7%  T77%  2.4% 19%  15% 146%  66.4%
FY18 23.2% 9.5% 73%  79%  1.3% 26%  07% 83%  79.8%
3-yearavg  24.9% 9.4% 11.3%  9.0%  45% 23% 00% 4.4%  66.4%
FY20 24.9% 9.5% 11.0%  7.6%  3.4% 26%  25% 183%  56.0%
Fincare SFB FY19 23.6% 8.9% 11.7%  92%  15% 22%  32% 20.3%  66.4%
FY18 26.1% 9.8% 11.2% 103%  8.7% 2.1% s_é% 25_'3% 76.8%
3-year avg 22.4% 9.0% 10.3% 6.5% 3.8% 2.1% 19% 85%  53.3%
FY20 22.5% 8.1% 10.7%  60%  4.3% 1.9%  24% 114%  47.1%

Suryoday SFB
FY19 23.0% 9.1% 11.4%  65%  4.2% 23%  29% 12.2%  47.7%
FY18 21.6% 9.8% 87%  70%  2.9% 20% 05% 1.9%  65.1%
3-yearavy  20.0% 10.1% 10.1% 57%  2.5% 21%  29% 15.7% 46.8%
éirr?:r?cri‘al Service FY20 22.0% 10.6% 105%  5.0% 3.5% 1.7%  2.8% 153% 41.1%
Lid. FY19 18.6% 10.4% 10.7%  59%  1.3% 23%  41% 23.6%  45.6%
FY18 19.3% 9.2% 92%  61% @ 2.7% 22% 17% 82%  53.8%
3-year avg 23.1% 10.9% 8.4% 6.2% 1.6% 1.6% 16% 104% 62.2%
Annapurna FY20 22.8% 11.3% 8.1% 6.1% 1.3% 1.7% 20% 12.0% 62.0%
Finance Pvt. Ltd. FY19 21.2% 10.2% 83%  67%  0.6% 25%  23% 145%  62.1%
FY18*" 25.3% 11.2% 88%  59%  2.8% 0.6%  05% 4.6%  62.5%
3-yearavg  19.5% 13.0% 6.9%  55%  0.3% 3.7%  28% 223% 52.1%
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Other

. Net .
Profitability Yields — costof  Interest Credit ~ Mcome Cost to
on . - as % of income
Parameters borrowing Margin Costs .
advances NIM) average ratio
( Assets
. . . FY20* 20.1% 13.9% 5.5% 4.7% 0.4% 5.3% 35% 244%  43.4%
Village Financial "
Services Ltd FY19 22.9% 13.8% 8.4% 6.1% 0.2% 3.0% 34% 28.1% 53.1%
' Fy18* 15.6% 11.4% 6.9% 5.7% 0.4% 2.7% 1.6% 14.4% 59.9%
3-year avg 23.8% 13.3% 9.2% 7.5% 2.6% 1.6% 04% 3.0% 71.1%
. FY20 25.6% 14.1% 10.4% 7.8% 2.3% 0.6% 0.5% 3.5% 70.2%
SAIJA Finance 0 0 0 0 0 0 0 0 0
Private Ltd. FY19 28.1% 13.6% 12.2% 7.4% 2.3% 0.6% 20% 16.0% 57.7%
Fy18* 17.6% 12.2% 5.0% 7.3% 3.2% 3.5% 14%  10.4% 85.4%
Uttrayan 2-year avg 24.3% 13.0% 8.3% 6.6% 1.1% 5.2% 3.4% 28.8% 49.0%
glna_nualp FY19* 23.5% 13.3% 7.9% 6.2% 0.6% 4.0% 3.0% 26.2% 52.0%
ervices Pvt
Limited Fy1g* 25.1% 12.6% 87%  69%  15% 63%  3.8% 314%  46.0%
Sarala 2-year avg 18.7% 11.4% 7.2% 5.3% 3.2% 4.0% 1.8% 10.4% 48.0%
Deé/elopment FY19 18.2% 11.1% 6.9% 5.2% 1.1% 4.0% 3.2% 18.9% 48.1%
an
Microfinance FY18 19.1% 11.7% 74%  54%  52% 39% 03% 1.8%  47.9%
Pvt. Ltd.
Adhikar 2-yearavg  23.1% 15.1% 56%  9.0%  0.1% 7.0% 25% 249% T71.0%
Microfinance FY19 23.4% 16.0% 5.0% 9.4% -0.3% 7.1% 20% 21.1% 77.4%
Pvt. Ltd. FY18 22.8% 14.1% 6.2% 8.5% 0.5% 6.9%  29% 28.7% 64.5%
Unacco Financial ~ 2-yearavg  20.8% 13.8% 9.7%  59%  04% 16% 35% 13.8% 52.8%
Services Pvt. FY19 21.5% 12.7% 9.2% 5.6% 0.4% 1.5% 33% 15.0% 52.9%
Ltd. FY18 20.0% 14.8% 10.1% 6.2% 0.3% 1.7% 3.6% 12.5% 52.6%
Notes:

(1) *Calculation are done based on IGAAP reporting

(2)"Due to unavailability of notes to financial statements, all calculations are done based on numbers directly from financial statements
(3) **East/North-east based players are players originating from east or north-east

Source: Company reports, CRISIL Research

Arohan has second lowest average (3-year) credit loss ratio amongst Top 10 NBFC-MFIs

In terms of credit loss ratio, Arohan financial has the second lowest three-year average ratio of 1.3% following
BelstarMicrofinance with a three-year average ratio of 0.6. Spandana Sphoorty Financial, on the other hand, has
the highest three-year average ratio of 8.3% followed by Satin Creditcare Network with a three-year average ratio
of 3.4%.

Credit loss ratio 3-year avg.

CreditAccess Grameen Ltd. 2.0% 0.6% 1.1% 4.2%
Spandana Sphoorty Financial Ltd. 8.3% 10.6% 14.2% 0.0%
Satin Creditcare Network Ltd. 3.4% 2.4% 3.2% 4.5%
Asirvad Microfinance Private Limited 3.2% 0.4% 1.9% 7.2%
Arohan Financial Service Ltd. 1.3% 0.7% 0.9% 2.3%*
Muthoot Microfin Ltd. 1.8% 4.3% 0.7% 0.5%
Annapurna Finance Pvt. Ltd." NA NA NA NA

Fusion Microfinance Private Ltd. 2.7% 1.2% 1.5% 5.5%*
Samasta Microfinance Ltd. 1.4% 0.6% 0.7% 3.0%
Belstar Microfinance Private Ltd. 0.6% 0.7% 0.4% 0.6%

Notes:

(1) *Calculation are done based on IGAAP reporting
(2)"Notes to financial statements are not available
Source: Company reports, CRISIL Research

In response to the impact of the COVID-19 pandemic, some NBFCs-MFIs have made provisions in Fiscal 2020.
The aggregate special provision accounted for 2.5-3% of the March 2020 loan book. That figure is significantly
lower than the credit losses seen during demonetisation, which was 3-13% .

The below table sets out a comparison of credit costs due to provision related to COVID-19 and overall credit
cost. NBFCs-MFIs are expected to account for increased provisions due to COVID-19 over coming fiscals.
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Credit costs due to provisions towards

Overall credit costs

COVID-19
CreditAccess Grameen Ltd. 0.90% 2.60%
Spandana Sphoorty Financial Ltd. 2.40% 5.00%
Asirvad Microfinance Private Limited 1.10% 1.80%
Muthoot Microfin Ltd. 1.50% 6.90%
Annapurna Finance Pvt. Ltd. 0.90% 1.30%
Fusion Microfinance Private Ltd. 1.30% 2.40%

Source: Company reports, CRISIL Research

Arohan Financial had the fourth lowest average (3-year) GNPA ratio amongst the top 10 NBFC-MFIs

Samasta Microfinance had the lowest three-year average GNPA ratio of 0.97% as of March 2020 followed by
Belstar Microfinance (with a ratio of 1.0%), CreditAccess Grameen (with a ratio of 1.01%) and Arohan Financial
Services (with a ratio of 1.4%). Spandana Sphoorty had the highest three-year average GNPA ratio of 11.43%
among the top 10 NBFC-MFIs and SAIJA Finance had the highest thee-year average GNPA ratio of 3.76%
among the east/ north-east based players.

Lo GNPA ratio
Asset quality indicators
3-year avg. FY20 FY19

Top 10 NBFC-MFIs

CreditAccess Grameen Ltd. 1.01% 1.60% 0.61% 0.82%
Spandana Sphoorty Financial Ltd. 11.43% 0.40% 8.00% 25.90%
Satin Creditcare Network Ltd. 3.42% 2.93% 2.89% 4.44%
Asirvad Microfinance Private Limited 1.55% 1.83% 0.48% 2.33%
Arohan Financial Service Ltd. 1.40% 2.25% 0.66% 1.29%
Muthoot Microfin Ltd. 3.60% 5.70% 2.00% 3.10%
Annapurna Finance Pvt. Ltd. 1.63% 1.40% 1.40% 2.10%
Fusion Microfinance Private Ltd. 2.22% 1.55% 1.12% 3.98%*
Samasta Microfinance Ltd. 0.97% 1.50% 0.40% 1.00%
Belstar Microfinance Private Ltd. 1.00% 1.10% 1.10% 0.80%*
Bandhan Bank 1.59% 1.48% 2.04% 1.25%
Ujjivan SFB 1.87% 1.00% 0.90% 3.70%
Utkarsh SFB 1.32% 0.71% 1.39% 1.85%
ESAF SFB 2.31% 1.53% 1.61% 3.79%
Fincare SFB 1.09% 0.90% 1.30% 1.06%
Suryoday SFB 2.70% 2.79% 1.80% 3.50%
Arohan Financial Service Ltd. 1.40% 2.25% 0.66% 1.29%
Annapurna Finance Pvt. Ltd. 1.63% 1.40% 1.40% 2.10%
ASA International India Microfinance Ltd. 1.21% 2.22% 0.49% 0.91%
Village Financial Services Ltd. 0.63% 0.86% 0.55% 0.48%
Jagaran Microfin Private Ltd. 0.54% 0.52% 0.23% 0.86%*
Sarala Development and Microfinance Pvt. Ltd. 1.57% 1.18% 0.80% 2.73%
SAIJA Finance Private Ltd. 3.76% 4.37% 3.28% 3.62%*
Uttrayan Financial Services Pvt Limited” 0.52% 0.42% 0.46% 0.68%
Adhikar Microfinance Pvt. Ltd. NA NA NA 0.25%
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GNPA ratio
3-year avg. FY20 FY19

Unacco Financial Services Pvt. Ltd. NA NA NA NA

Notes:

(1) ~ Data represented is for FY19,

(2)* GNPA is as per IGAAP reporting

(3) **East/North-east based players are players originating from east or north-east
Source: Company reports, CRISIL Research

Asset quality indicators

Arohan Financial had the lowest Net NPA ratio among the top 10 NBFC-MFIs

Arohan Financial had a net NPA ratio of 0% over the last three years which is the lowest among the top 10
NBFC-MFIs. Asirvad Microfinance also had a low net NNPA ratio between Fiscal 2018 and Fiscal 2020 with an
average net NPA of 0.08%. Muthoot Microfin and Satin Creditcare Network had high three-year Net NPA ratio
averages of 2.6% and 1.88%, respectively.

NNPA Ratio 3-year avg. FY20 FY19 FY18
CreditAccess Grameen Ltd. 0.27%* 0.37% 0.17% NA
Spandana Sphoorty Financial Ltd. 0.09% 0.07% 0.02% 0.17%
Satin Creditcare Network Ltd. 1.88% 1.77% 2.36% 1.51%
Asirvad Microfinance Private Limited 0.08% 0.00% 0.00% 0.23%
Arohan Financial Services Ltd. 0.00% 0.00% 0.00% 0.00%
Muthoot Microfin Ltd. 2.60% 4.05% 1.21% 2.53%
Annapurna Finance Pvt. Ltd. NA NA NA NA
Fusion Microfinance Private Ltd. 0.37% 0.39% 0.56% 0.16%
Samasta Microfinance Ltd. NA NA NA NA
Belstar Microfinance Private Ltd. NA NA NA NA

Note: NNPA ratio is net NPAs to net advances as reported by the company, *Average is only for fiscal 2020 and 2019
Source: Company reports, CRISIL Research

Arohan Financial had the third-lowest average interest rates among top 10 NBFC-MFIs and lowest among
East/North East-based NBFC-MFIs

Based on data from MFIN, Arohan Financial had the third-lowest weighted average interest rate of 20.57% as of
September 2020. Most NBFC-MFIs had high average interest rates of 21-24% per year on a declining balance
basis. However, these interest rates are much lower than those charged by village moneylenders, which are
generally between 35-45%. All the east-focused NBFC-MFIs, except Arohan Financial and Annapurna, has an
average interest rate of over 23%.

NBFC-MFls Average interest rate

CreditAccess Grameen Ltd. 19.91%
Satin Creditcare Network Ltd. 22.35%
Spandana Sphoorty Financial Ltd. 21.05%
Asirvad Microfinance Private Limited 21.54%
Muthoot Microfin Ltd. 21.05%
Arohan Financial Service Ltd. 20.75%
Annapurna Finance Pvt. Ltd. 21.26%
Fusion Microfinance Private Ltd. 21.83%
Samasta Microfinance Ltd. 23.52%
Belstar Microfinance Private Ltd. 20.63%
Annapurna Finance Pvt. Ltd. 21.26%
Arohan Financial Service Ltd. 20.75%
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NBFC-MFls Average interest rate

Village Financial Services Ltd. 23.95%
ASA International India Microfinance Ltd. 23.25%
SAIJA Finance Private Ltd. 23.68%
Jagaran Microfin Private Ltd. 23.50%
Uttrayan Financial Services Pvt Limited NA

Sarala Development and Microfinance Pvt. Ltd. 23.00%
Adhikar Microfinance Pvt. Ltd. 23.68%
Unacco Financial Services Pvt. Ltd. 23.27%

Notes:

(1) Data for interest rates is as of September 2020
(2) **East/North-east based players are players originating from east or north-east
Source: MFIN, CRISIL Research
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OUR BUSINESS

Some of the information in the following discussion, including information with respect to our plans and strategies,
contain forward-looking statements that involve risks and uncertainties. You should read “Forward Looking
Statements” on page 22 for a discussion of the risks and uncertainties related to those statements and also “Risk
Factors” on page 24. Our actual results may differ materially from those expressed in or implied by these forward-
looking statements. Our fiscal year ends on March 31 of each year, and references to a particular fiscal are to the
twelve months ended March 31 of that year.

Unless otherwise indicated or the context requires otherwise, the financial information included herein is derived
from our Restated Financial Information for Fiscal 2018, 2019, 2020 and for the six months ended September 30,
2020 included in this Draft Red Herring Prospectus. For further information, see “Financial Statements”
beginning on page 202.

Unless otherwise indicated, industry and market data used in this section has been derived from the CRISIL Report.
Unless otherwise indicated, all financial, operational, industry and other related information derived from the
CRISIL Report and included herein with respect to any particular year refers to such information for the relevant
calendar year.

Overview

We are a leading NBFC-MFI with operations in financially under-penetrated Low Income States of India. We
provide income generating loans and other financial inclusion related products to customers who have limited or
no access to financial services. As of September 30, 2020, our Gross Loan Portfolio (“GLP”) was ¥48.57 billion.
We were the largest NBFC-MFI in Eastern India and the fifth largest NBFC-MFI in India based on Gross Loan
Portfolio as of September 30, 2020. Between Fiscal 2017 to Fiscal 2020, we had the second highest GLP CAGR
of 68.00% among the top five NBFC-MFIs in India, as well as the highest customer growth among the top five
NBFC-MFIs at 49.00% CAGR between Fiscal 2018 to Fiscal 2020 (Source: CRISIL Report). As of September 30,
2020, 76.78% of our microfinance portfolio was in non-urban areas of India and women constituted more than
97.00% of our total customers.

We are registered with and our business is regulated by the RBI as an NBFC-MFI. We commenced microfinance
operations in 2006. As of September 30, 2020, we served approximately 2.21 million borrowers in 17 states. These
included 12 of the 14 Low Income States in India (as defined in the CRISIL Report). As of that date, our
microfinance business’ branch network consisted of 710 branches in 11 states and our MSME lending business’
branch network consisted of 10 branches in eight states. We offer a broad range of products to financially
underserved customers. Our financial products are classified into credit and insurance products. Our credit products
include income generating loans and other loan products for various household purposes. Our insurance products
include life and health insurance covers issued and underwritten by certain Indian insurance companies with whom
we have entered into tie-ups. We also offer term loans to small microfinance institutions (“MFIs”).

We are focussed on optimising our customer sourcing channels, maintaining well-established loan origination,
credit underwriting and loan management processes, as well as adopting and integrating technology into our
business to improve lending outcomes and operational efficiency. Our organic growth approach involves setting
up our own branches, onboarding employees, and providing credit to customers through our branch networks. In
addition, our inorganic growth approach involves establishing partnerships with other MFIs pursuant to which they
act as our business correspondents in sourcing and collections (i.e., sourcing new customers and collecting loan
repayments from customers on our behalf) in line with our processes and policies. As of September 30, 2020,
3.31% of our GLP was derived from our sourcing and collections portfolio, as well as from term loans issued to
our MFI partners.

Our Promoters, Aavishkaar Venture Management Services Private Limited (“AVMS”) and Intellectual Capital
Advisory Services Private Limited (“I-Cap”) are part of the Aavishkaar Group. The Aavishkaar Group has advised
and nurtured businesses with social impact in India and abroad and in early stages of investment and has also
advised a large number of organisations on inclusive business strategies and has provided significant amounts of
venture capital funding to social impact businesses. As of September 30, 2020, the Aavishkaar Group had an AUM
of approximately US$1.00 billion across Asia. As of the date of this Draft Red Herring Prospectus, our institutional
investors also included Tano India Private Equity Fund I, Maj Invest Financial Inclusion Fund Il K/S, Michael &
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Susan Dell Foundation, TR Capital Il Mauritius, ASK Financial Holding Private Limited and Kiran Vyapar
Limited.

We were certified as a “Great Place to Work” and were ranked 86th among the best companies to work for in India
by the Great Place to Work Institute India, in 2020. In the same year, we were in the top 25 companies among the
banking, financial services and insurance industry, and among the top three NBFC-MFIs to be certified as a Great
Place to Work. We were awarded the “Microfinance Organization of the Year” award by Access Assist at the
Inclusive Finance India Awards 2018. We were also awarded the “Microfinance Institution of the Year” award in
2010 in the “Small and Medium Category” by Access Assist.

The following table sets forth certain key financial and operational information for our Company for the
years/period indicated:

. Six months ended . . .
Particulars September 30, 2020 Fiscal 2020 Fiscal 2019 Fiscal 2018
i @)
Gross Disbursements 8,300.31 49,957.39 46,771.09 26,935.87
( in million)
Total Income® (% in million) 5,073.93 9,345.06 6,515.93 3,278.71
©)
Net Interest Income 2,532.07 4,773.46 3,220.80 1,852.85
(% in million)
Pre-(4p)rov!5|on‘ operating profit before 144857 3,234.65 2.139.80 957.66
tax ¥ (% in million)
Profit After Tax © (Z in million) 625.64 1,268.01 1,276.40 309.75
: CNTE
;?Itﬁl)nc)ompmhens've Income ™ @ in 513.66 1,351.06 124937 306.28
Net Interest Margin ) (%) 11.11 11.89 11.49 12.49
i ®
8/f));eratlng expenses/ Average AUM 513 514 588 6.78
8/[$egtmg Cost to Total Income Ratio 2461 24.49 28.06 3293
Return on Average AUM (%) 9 2.57 2.85 4.11 1.95
Return on Average Net Worth (%) @ 12.62 15.28 23.66 8.57
Impairment on financial instruments (% 633
e D) 47 1,558.79 368.43 483.35
in million)
Impairment on financial instruments /
Average Loan to Customers (%) 3 2.8 3.88 131 3.26
Gross NPAs/Loans to customers
outstanding (96) 09 243 2.47 0.73 1.44
Net NPAs/Loans to customers 0.00 0.00
outstanding (%) ® 0.00 0.44

Figures disclosed in the above table, except “Total Income”, “Profit After Tax”, and “Total Comprehensive Income” are not measures of
financial position, financial performance or cash flows defined by generally accepted accounting principles and may not be comparable to
similarly titled measures presented by other companies.

Metrics or ratios not defined here have the same definition as in the section ““Selected Statistical Information ” on page 316.

Notes:

@ Gross Disbursements represent the aggregate of all loan amounts extended to all our customers for the relevant year/period.

@  Total Income represents the aggregate of Revenue from Operations and other income. Revenue from Operations represents revenue from
operations as per the Restated Financial Information. Other income represents other income as per the Restated Financial Information.

@) Net Interest Income represents Interest on loans in the relevant year/period as reduced by Interest Expenses (excluding other interest
expenses) in such year/period as per the Restated Financial Information.

@ Pre-provision operating profit before tax represents profit before tax after adding back impairment on financial instruments as per the
Restated Financial Information.

®)  Profit After Tax represents profit after tax for the relevant year/period as per the Restated Financial Information.

®  Total Comprehensive Income represents total comprehensive income for the relevant year/period as per the Restated Financial
Information.

(M Net Interest Margin (%) represents Net Interest Income for the relevant year/period as a percentage of Average loans to customers for
such year/period. Average loans to customers represents the simple average of our loans to customers as of the last day of the relevant
year/period and that as of the last day of the previous year/period.

@) Operating expenses/ Average AUM (%) represents operating expenses for the relevant year/period as a percentage of Average AUM for
such year/period. Operating expenses is total expenses less Finance cost and Impairment on financial instruments for the relevant
year/period as per the Restated Financial Information.

©  Operating Cost to Total Income Ratio (%) represents operating expenses as a percentage of Total Income for the relevant year/period.

(10 Return on Average AUM (%) is calculated as Profit After Tax for the relevant year/period as a percentage of Average AUM for such
year/period.
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(1) Return on Average Net Worth (%) is calculated as Profit After Tax for the relevant year/period as a percentage of Average Net Worth for
such year/period.

(12 Impairment on financial instruments for the relevant year/period represents such expenses as per Restated Financial Information.

(3 Impairment on financial instruments/ Average loans to customers (%) represents impairment on financial instruments for the relevant
year/period as a percentage of Average loans to customers for such year/period.

(4 Gross NPAs/Loans to customer outstanding (%) represents Gross NPAs as of the last day of the relevant year/period as a percentage of
loans gross of impairment allowance as per Restated Financial Information for the relevant year/period.

(15 Net NPAs/Loans to customers outstanding (%) represents Net NPAs as of the last day of the relevant year/period as a percentage of loans
gross of impairment allowance as per Restated Financial Information for the relevant year/period.

The following table sets forth certain key financial and operational information as of the dates indicated:

As of
Rah el September 30, 2020 March 31, 2020 March 31,2019 | March 31, 2018

Number of active customers® 2,207,037 2,305,034 1,865,266 1,137,868
Number of active loan accounts® 2,253,336 2,358,168 1,922,939 1,171,576
AUM (% in million) ® 48,567.80 48,539.34 40,448.83 21,712.32
Average loan outstanding/MFI 20,761 10,647 10,745 18,083
customer (%)

Total Borrowings® ( in million) 46,693.80 41,931.13 30,234.89 18,701.17
PAR>30® (Z in million) 2,422.65 2,289.31 393.73 402.45
PAR>90® (Z in million ) 1,127.49 1,118.40 258.50 298.68

ity®

Net Worth or Total equity 10,152.66 9,626.31 6,971.57 3,818.63
(% in million)

Tier | Capital (as a % of Total Risk

Weighted Assets) 21.01 19.93 18.41 17.37
Tier Il Capital (as a % of Total Risk

Weighted Assets) 477 487 5.19 7.25
Total Capital (as a % of Total Risk

Weighted Assets) 25.78 24.80 23.60 24.62

Figures disclosed in the above table, except “Net Worth”, “AUM” and “Total Borrowings” are not measures of financial position, financial
performance or cash flows defined by generally accepted accounting principles and may not be comparable to similarly titled measures
presented by other companies.

Metrics or ratios not defined here have the same definition as in the section “Selected Statistical Information” on page 316.

Notes:

@ Number of active customers represents the total number of active customers of our Company as of the last day of the relevant year/period.

@ Number of active loan accounts represents the total number of active loan accounts of our Company as of the last day of the relevant
year/period.

@ AUM as of the last day of the relevant year/period represents aggregate of principal outstanding including principal overdue if any for
all loans to customers held by the Company and assets transferred by way of securitisation, assignment of receivables and business
correspondent receivables outstanding as of the last day of the relevant year/period.

@ Total Borrowings as of the last day of the relevant year/period represents aggregate of Borrowings including Debt securities, subordinate
liabilities, borrowing other than debt securities as per Restated Financial Information.

®  PAR>30 represents the summation of stage 2 and stage 3 assets. Stage 2 (31-90 days) includes loan assets that have had a significant
increase in credit risk since initial recognition but that do not have objective evidence of impairment. Stage 3 (more than 90 days) includes
loan assets that have objective evidence of impairment at the reporting date.

©®  PAR>90 represents the stage 3 assets as of the last day of the relevant year/period.

@ Net Worth as of the last day of the relevant year/period represents net worth which includes paid up share capital and all reserves and
surplus and securities premium account including ESOP reserves as per the Restated Financial Information.

As of September 30, 2020, we also had 10 MSME lending branches representing our MSME lending business with
GLP of %1.81 billion, which represents 3.72% of our total GLP. As part of our efforts to focus on our core business
offerings, we have divested part of our MSME lending business (to an entity forming part of the Aavishkaar Group)
and plan to gradually exit that business. For further details, see “History and Certain Corporate Matters” beginning
on page 169.

From Fiscal 2018 to Fiscal 2020, our disbursements, AUM, Total Income and Total Comprehensive Income grew
at a CAGR of 36.19%, 49.52%, 68.83%, and 110.03%, respectively.

Business Strengths

We consider our business strengths to be the following:
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Largest NBFC-MFI in Eastern India and fifth largest NBFC-MFI in India with a focus on Low Income States

As of September 30, 2020, we were the largest NBFC-MFI in Eastern India and the fifth largest NBFC-MFI in
India based on GLP (Source: CRISIL Report). According to the CRISIL Report, the top 10 NBFC-MFIs in India
contributed to more than 70.00% of the NBFC-MFI portfolio in Fiscal 2020. Among the top 10 NBFC-MFlIs, we
had the third highest GLP CAGR between Fiscal 2017 and Fiscal 2020 (Source: CRISIL Report). Among the
Eastern India-based NBFC-MFIs, we had the highest growth in customers between Fiscal 2018 and 2020 (Source:
CRISIL Report).

As of Fiscal 2020, 11 of the 14 Low Income States in India had microfinance penetration of less than 30%, and
therefore, these 11 Low Income States have a huge gap in credit demand and supply, and provide relatively greater
scope for the growth of microfinance businesses (Source: CRISIL Report). As of September 30, 2020, our
microfinance business was present in 13 states, including 12 of the 14 Low Income States in India. As of Fiscal
2020, we also had the second lowest average disbursement size of 321,373.00 among the top 10 NBFC-MFIs
(Source: CRISIL Report). We believe this positions us well in a market with significant room for future growth.

We believe that our expansion across and presence in multiple Low Income States in India have helped us reduce
our operational and credit costs. Additionally, by utilising our inorganic partnerships with small MFIs we have
leveraged their operational efficiency and customer relationships in relatively remote areas of India to expand our
product offerings by sourcing new customers and collecting loan repayments. Small MFIs have also provided us
with access to a sizeable potential customer base of low-income earners and to new markets. For further
information, see “-- Our Inorganic Portfolio” on page 150.

We have received several awards and certifications affirming our market strength. We were awarded the
“Microfinance Organization of the Year” award by Access Assist at the Inclusive Finance India Awards 2018, the
SKOCH Order-of-Merit for qualifying among the top 100 projects in India for financial inclusion in 2016, SKOCH
Order-of-Merit for “IT Transformation, Mobility and CRM” in 2017, and the SKOCH Order-of-Merit in 2018 for
qualifying among the top ranking banking and finance projects in India for “Financial Inclusion, Microcredit and
Rural Expansion”, “Strategic Alliance Initiative” and “IT Strategic Transformation”. We were also awarded the
Institute for Competitiveness Strategy Awards by Times Network in 2019, and were recognised at the Institute of
Company Secretaries of India’s 20th National Awards for Excellence in Corporate Governance 2020, where we
received the award for the Best Governed Company in the Unlisted Segment — Emerging Category. We achieved
the highest-rated “MFI 1” grade from CARE Advisory Research and Training Limited, a wholly owned subsidiary
of CARE Ratings Limited, in 2020, and an SP1 social performance grade from ICRA Limited in 2020, which
indicates that our infrastructure and processes are consistent with a high likelihood of operating in the best interests
of our customers and that it is amongst our highest priorities. We have had SMART Campaign Client Protection
Principles certification since 2015. We have been recognised as a “Responsible Lender” under the “Code for
Responsible Lending in Microcredit” (“CRL”) and had a CRL score of 99% for the quarter ending March 31, 2020.
This reflects our commitment to uphold the highest standards in customer protection.

Seasoned business model incorporating our well-established risk management framework, loan approval
processes and recovery drives

We have a seasoned business model incorporating our well-developed approval processes and controls and the
implementation of our well-established risk management frameworks, which we developed following a risk
analysis of our Company performed by a global consultancy firm in 2014. We believe we have sound customer
due diligence, credit appraisal, and loan origination, evaluation and sanction processes. We have a co-borrower
(typically the spouse) based loan application and we have implemented a comprehensive credit approach (“CB360
approach”) to determine the indebtedness of the customer. This involves us checking each customer’s
indebtedness levels with reference to the customer’s current or previous microfinance loans or other retail loans
(excluding education and medical emergency loans) to understand a customer’s existing loan obligations and
overall ability to repay. We intend to enhance the CB360 approach by including checks on the co-borrower’s
indebtedness as well. Our field staff also assess the customer’s cash flow, reputation and credibility by speaking to
residents of the same area as the customer. As part of the on-boarding process, our customers are required to
undertake training to ensure that they understand their repayment responsibilities as well as the loan terms and
conditions. For further details, see “-- Joint Liability Group Lending Business Processes — Customer Due Diligence,
Credit Appraisal, Loan Origination, Evaluation and Sanction Processing” on page 150.
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We continue to focus on portfolio at risk (“PAR”) recovery drives to ensure we manage and maintain the quality
of our assets and loan portfolio. In Fiscal 2018, 2019, 2020 and for the six months ending September 30, 2020 our
PAR>30% (Stage 2 and Stage 3) was 1.95%, 1.11%, 5.05%, and 5.23% respectively. In the same periods our
PAR>90% (Stage 3) was 1.44%, 0.73%, 2.47%, and 2.43% respectively. The increase in PAR>30% from 1.95%
in Fiscal 2018 to 5.05% in Fiscal 2020 was due to local unrest in Assam, which impacted microfinance activities
generally. In particular, the local unrest and the imposition of curfews in Assam adversely impacted microfinance
activities such as field visits, meetings with customers, conducting collections, disbursing loans and collecting
repayments (Source: CRISIL Report). We instituted a new cadre of field staff, called the Recovery Customer
Service Representative (“Recovery CSR”), whose primary role is to connect with customers who are in default of
their repayments by 90 days or more, in February 2018. (PAR>30 (%) represents the summation of stage 2 and
stage 3 assets as of the last day of the relevant year/period as a percentage of Loans as per Restated Financial
Information PAR>90 (%) represents the stage 3 assets as of the last day of the relevant year/period as a percentage
of Loans as per Restated Financial Information).

Risk management plays a key role in our business and we believe we have implemented an effective risk
management process. In 2018, we were awarded the MFIN Microfinance Award for implementing outstanding
initiatives in the category of “Risk and Resilience Framework”. We have implemented risk tools, techniques and
data analytics to establish risk thresholds and benchmarks, which are then used for field-level reviews, business
expansion plans, and our business strategy. Our risk management framework identifies, monitors and manages
various types of risks inherent in our business operations, including risks associated with credit, liquidity,
operations and other emerging risks. Our proprietary risk models, namely “Credit Risk Model”, “SCoPE”,
“Operations Risk Model” and “BRisk”, have been developed entirely in-house to assess performance for each of
our branches, identifying and highlighting the key operational risks specific to each one of them. This allows
prompt and timely preventive and corrective actions at the branch level, based on specific variables and factors.
Our risk function reports directly to the Risk Management Committee of the Board. For further information, see “-
- Business Units — Risk Management” on page 152.

We maintain a well-established internal control framework and an independent internal audit function, which
reports directly to the Audit Committee of the Board. Our internal audit department monitors our adherence to
internal controls and regulatory requirements and provides input and recommendations to strengthen our
governance, control and risk management frameworks. It also undertakes an independent review to establish
whether the business is operating in accordance with our internal policies and standards for managing operational
risk, as well as statutory requirements. For further information, see “-- Business Units — Internal Audit” on page
153.

Over the years we have been prudent in provisioning and have therefore maintained a zero Net NPA for Fiscal
2019 and Fiscal 2020. During that period we had the lowest Net NPA ratio among the top 10 NBFC-MFlIs in India
(Source: CRISIL Report). We also had the second lowest three-year average credit loss ratio from Fiscal 2018 to
Fiscal 2020 among the top 10 NBFC-MFIs (Source: CRISIL report).

Customer centric approach with diverse product offerings

We offer a range of financial inclusion products to low-income individuals who are under-served by formal
financing institutions. We have designed our lending products to meet our customers’ needs based on loan size and
repayment abilities. We offer a wide range of loans, from as small as a 10,000.00 entry level business loan to as
large as a ¥250.00 million term loan to small MFIs. For further information, see “-- Our Products — Core Loan
Products” on page 148.

In addition to our core loan products, in order to build customer relationships we also cross-sell secondary loan
products to our customers via a technology platform called “ApnaBazaar”, on which various products are made
available to our field staff on mobile or tablet devices. We provide secondary loans for various purposes including
the purchase of solar lamps, agricultural products, home and kitchen appliances, consumer durables and bicycles
in association with various third party vendors. For further information, see “-- Our Products — Secondary Loan
Products” on page 149.

We also offer life and health insurance policy products that are issued and underwritten by certain Indian insurance
companies with whom we have entered into tie-ups. We partnered with Bajaj Allianz Life Insurance Company
Limited in 2015, HDFC Life Insurance Company Limited in 2019 and Kotak Mahindra Life Insurance Company
Limited in 2020 for them to underwrite group term life insurance policies. We also partnered with Future Generali
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India Insurance Company Limited in 2015 for them to provide health insurance and hospital cash benefits to our
customers, and with Aditya Birla Health Insurance Company Limited in 2020 to provide a COVID-19 related
insurance policy to our customers in addition to regular health insurance. For further information, see “-- Our
Products — Insurance Products” on page 149.

We also provide term loans ranging from Z10.00 million to ¥250.00 million to small MFIs for the purpose of
onward lending to microfinance customers of these MFI partners. For further information, see “-- Our Products —
Loans to Small MFIs” on page 150.

Advanced and scalable technology-enabled infrastructure

As part of our business, we are required to serve our wide network of customers through numerous transactions.
Therefore, we have used technology to advance and scale our infrastructure, strengthen our financing initiatives,
and derive greater operational, cost and management efficiencies across our business functions. We believe that
our use of technology has been innovative. This is evidenced by our inclusion in the SKOCH Order-of-Merit for
“IT Transformation, Mobility and CRM” in 2017, and the SKOCH Order-of-Merit for qualifying among the top
ranking banking and finance projects in India for “IT Strategic Transformation” in 2018. We also received an award
for being a Digitally Advanced NBFC at the India NBFC Summit and Awards in 2019.

We have implemented various technology-based tools and platforms, including “Gravity”, an Android and web-
based application for loan origination that helps to record operational transactions conducted in the field on a real-
time basis, in 2016, and “Profile”, a core banking system from FIS (a global Fortune 500 company) to manage our
lending business, increase customer handling numbers and strengthen our back-end systems, in 2017. During the
COVID-19 pandemic, “Profile” has helped us to manage various government responses including the payment
moratorium, interest subvention and compound interest relief. We are the only MFI in India using “Profile” as a
loan management solution.

We also run data analytics on internal customer data and external data provided to us by CRIF High Mark, an RBI
approved Credit Bureau in India, for our operations. We use CRIF High Mark’s “Prismatic” data analytics for our
area selection process when expanding into new geographies. Since 2017, we have used “Perdix”, a centralised
digital audit platform, for our internal audit, and are the first MFI in Eastern India to use its audit software. “Perdix”
provides access to audit schedules, input screens and the entire audit database through a web-based platform
including auditable data such as cash management process, fixed assets and loan documents. In 2019, we
implemented “Diligent”, a comprehensive corporate governance software which manages all our board related
activities in a paperless, transparent and timely manner. This has led to reduced usage of and dependence on
physical documents, ultimately increasing the security and reducing turn-around-time as well as costs. Our
digitisation of compliance and corporate governance was recognised at the Institute of Company Secretaries of
India’s 20" National Awards for Excellence in Corporate Governance 2020, where we received the award for the
Best Governed Company in the Unlisted Segment — Emerging Category.

Our field management portal “Sanjaya”, our cross-sell portal “ApnaBazaar” and our “MeraArohan” product suite
are examples of how our business is technology enabled. For further information, see “--Business Units—
Information Technology” on page 154.

We have sought to build our technology platform into a business tool that helps us to maintain consistent levels of
customer service and enhance our operational efficiency and scale. With the help of our IT interventions and
automation efforts, we have been able to reduce our operating expenses ratio (measured as operating expense /
average annual AUM) from 6.78% in Fiscal 2018 to 5.14% in Fiscal 2020. We have also reduced our loan disbursal
turn-around-time from more than 15 days in Fiscal 2015 (before we implemented “Gravity”) to less than a week in
Fiscal 2019 (after implementing “Gravity” and our 100% cashless disbursement system, among other initiatives).
We also improved our employee efficiency (measured by calculating the number of customers per loan officers
sourcing microfinance and MSME loans) from 501 in Fiscal 2018 to 579 in Fiscal 2020.

For further information, see “-- Business Units — Information Technology” on page 154.
Diverse borrowing relationships and access to multiple sources of capital

We have secured funding from a variety of sources including term loans, working capital facilities, revolving
facilities, proceeds from loans assigned or the securitisation of loans, external commercial borrowings, issuance of

141



non-convertible debentures, and subordinated debt borrowings from banks and other domestic and foreign financial
institutions to meet our funding requirements. As of December 31, 2020, we had over 40 lenders.

We also benefit from the RBI’s priority sector lending (“PSL”) policy in India under which commercial banks
need to ring-fence 40.00% of the bank’s quarterly net assets towards meeting PSL obligations in sectors including
microcredit. The RBI’s PSL policy is aimed at facilitating financial inclusion in India (Source: CRISIL Report).

In addition, we have asset liability mismatch strategies in place. We primarily borrow on a longer term basis than
the average tenure of our assets. Our average asset tenure is 21 months while the average term of any borrowing
agreement is 32 months, such that our cumulative asset liability position is positive. Further, we do not take any
recourse against short term instruments such as commercial papers. This strategy is designed to strengthen our cash
flow position, mitigate liquidity risk, and avoid negative asset liability mismatch in our books. For further
information, see “-- Business Units — Treasury and Accounts” on page 155.

As of September 30, 2020, 69.15% of our total borrowings were from banks and 30.85% from other financial
institutions. We raised ¥32,106.08 million in Fiscal 2020 and notwithstanding the challenging financing
environment, we raised ¥23,267.78 million in the six months ended September 30, 2020. We increased our Tier-11
Capital from %1,499.20 million as of March 31, 2018 to ¥1,829.50 million as of March 31, 2019 and to X2,146.18
million as of March 31, 2020, and our Tier-II Capital amounted to 2,140.98 million as of September 30, 2020. In
Fiscal 2019, we raised our first external commercial borrowings from the International Finance Corporation for
%990.00 million. In the six months ended September 30, 2020, we raised %6,480.42 million from NCD issuances.
For further information, see “Financial Statements” beginning on page 202.

Our credit rating for long term bank facilities/non-convertible debentures is rated A- (stable outlook) by both CARE
Ratings Limited and ICRA Limited. CARE upgraded our long term bank rating to A- in July 2016, which has been
reaffirmed each year thereafter. ICRA assigned us a credit rating of A- in July 2020. We believe that our
relationships with our lenders along with our credit ratings have led to lowering of our average effective cost of
borrowing from 12.45% in Fiscal 2018 to 10.94% in Fiscal 2019 and 10.86% in Fiscal 2020. Further, our average
effective cost of borrowing was reduced to 10.70% as of September 30, 2020. In turn, this has meant that we were
able to offer the third lowest average interest rate among the top 10 NBFC-MFIs and the lowest average interest
rate among Eastern and North Eastern-based NBFC-MFIs as of September 2020 (Source: CRISIL Report). Our
lending rates for our qualified microfinance portfolio have decreased from 22.99% during Fiscal 2018, to 20.75%
as of September 30, 2020. As per the Master Directions, NBFCs are required to have a minimum CRAR of 15%,
and our Company maintained a CRAR of 25.78% as of September 30, 2020. For details of grading and credit
ratings received by us, see “History and Certain Corporate Matters” beginning on page 169.

Our Promoter ownership and experienced Board and management teams

Our Promoters, AVMS and I-Cap, collectively hold 34.32% of the issued, subscribed and paid-up share capital of
our Company. Our Promoters are part of the Aavishkaar Group, the entities of which collectively have over 18
years of experience in advising and nurturing businesses with social impact in India and abroad. The entities
forming part of the Aavishkaar Group have advised a large number of organisations on inclusive business strategies
and have provided a significant amount of venture capital funding to social impact businesses.

The Company strives to adhere to high standards of corporate governance and has put in place policies and
procedures to support transparency, strong business ethics and a well-established compliance framework. The
Company’s Board is chaired by an independent director, with three additional independent directors also on the
Board. The independent directors meet separately with the Company’s statutory auditors from time to time.

Our management consists of professionals who have experience in microfinance, consumer finance, investment
banking, retail banking, consulting and insurance. We believe that our management has an in-depth understanding
of the industry and our products. Our management is also incentivised by being beneficiaries of ESOP plans. Our
Managing Director has extensive experience in the MFI sector. He has chaired the governing board of Microfinance
Institutions Network (“MFIN”), the self-regulatory organisation for NBFC-MFIs recognised by the RBI, since
2019, having first joined MFIN’s board in 2013. He was also the President of MFIN in 2015-16. Our Chief
Financial Officer was conferred the “Best CFO - BFSI (Large sized enterprises)” award for 2020 by the All India
Association of Industries in 2021. Our Company Secretary was awarded the Governance Professional of the Year
Award at the Institute of Company Secretaries of India’s 20th National Awards for Excellence in Corporate
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Governance 2020, where we also received the award for the Best Governed Company in the Unlisted Segment —
Emerging Category.

Our Company’s management teams include an Executive Committee, consisting of direct reports to the Managing
Director, a senior management team and a separate senior management group, which focus on delivering our
business objectives. Other management committees are responsible for key business functions such as portfolio
quality review, credit, assets and liabilities, banking and debt finance, human resources, diversity and staff
governance. These teams and committees have been created to ensure our management processes are
institutionalised.

Our senior management also has experience in acquiring and successfully integrating smaller businesses. In 2012,
we acquired Intellecash Microfinance Network Company Private Limited’s (“Intellecash”) microfinance lending
portfolio in Bihar. Further, in March 2018, we acquired Intellecash, which at that time was an MSME lending
business. These acquisitions involved the integration and consolidation of branches, employees and customers with
our business and systems.

For further information, see “—Business Units - Human Resources” on page 156.
Business Strategies

Our business strategies include the following:

Focus on growing our business in financially underpenetrated Low Income States

We intend to continue expanding our footprint by establishing new branches in Low Income States in which we
are already present, as well as by expanding our footprint into other contiguous low income or financially
underpenetrated states such as Rajasthan, Uttarakhand, Punjab and Haryana. We plan to focus on low income
households who have limited or no access to formal banking and finance channels, predominantly spread across
non- urban markets in India.

We believe that there is a gap in supply and demand for microfinance in Low Income States of India and that a
large part of the gap is serviced by informal sources, which represents an attractive business opportunity for us.
According to the CRISIL Report, the average MFI penetration in India is 21.00%. CRISIL Research expects growth
in the MFI portfolio to come from states with relatively low MFI penetration, as well as from states with moderate
penetration. We believe that our operating strength and focus on the states in which we already operate will allow
us to penetrate deeper into Low Income States and capture a significant share of the untapped demand for
microfinance in India.

We have also entered into inorganic partnerships with small MFIs to build customer relationships and gain access
to new customers. These partnerships offer lower operating costs and additional loss guarantees. As part of our
focus on growing our business in financially underpenetrated Low Income States, we intend to continue to direct
funds through our existing and new inorganic partnerships. We also intend to continue to consider purchasing loan
portfolios originated by small MFIs through assignment transactions, enabling them to reduce their risk weighted
assets thereby increasing their capital adequacy ratio and liquidity. We may also offer on-lending facilities with the
assurance of buying back the assets created, provided that these meet our internal benchmarks. For further
information, see “-- Our Inorganic Portfolio” on page 150.

The Company also started its “Hum Hain Naa” balance transfer product which leverages our lower microfinance
pricing to source customers in branches where dominance of other MFIs is high, in order to gain market share.

Overall, the MFI industry loan portfolio is expected to grow at a CAGR of 15.00-16.00% between Fiscal 2020 and
Fiscal 2025 (Source: CRISIL Report). We plan to drive our growth correspondingly by increasing our overall
customers.

Increase customer touchpoints by continuing to cross-sell product suite
We offer certain non-credit products and services through our tie-ups with third parties to meet our customers’
changing needs. While we intend to continue to focus on our core business of providing microfinance, we also plan

to continue to diversify our business by offering new financial and non-financial products. This will allow us to
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increase our touchpoints with our customers while also allowing us to help our customers improve their standard
of living. We expect that this will not only generate additional sources of income for us but also diversify our
operational risk by providing new revenue streams. For further information, see “-- Our Products” on page 147.

We use our scheduled meetings with our customers to highlight new products. Our customers have requirements
for both financial inclusion products and non-financial products including household appliances, and we consider
that increasing our customers’ access to a range of both financial and non-financial products helps the overall credit
relationship. In addition to the current “ApnaBazaar” platform, we also plan to provide a mobile platform to our
customers which will enable them to purchase products suitable to their needs using their smartphones. Customers
will also have access to a pre-approved credit line from us and will be able to check their order status and track
delivery of goods directly via their mobile phone applications.

We seek to continuously innovate our cross-selling approach to provide enhanced service and business growth
opportunities and we aim to introduce new and improved variants of our products in response to changing market
demands and customer preferences.

Continue to improve customer experience and optimise our operational expenses by developing technology
infrastructure

In the past few years, we have invested in our IT systems to introduce a range of automated and digitised technology
platforms and tools to strengthen our customer centric approach and drive greater operational cost and management
efficiencies for our business.

In 2017, we migrated to “Profile”, a core banking system from FIS, a Fortune 500 company. In 2020, we introduced
“MeraArohan”, an automated lending solution built on an advanced technology platform, designed to completely
digitise the loan lifecycle from end-to-end. We aim to further automate our collections tracking using this solution.
We will continue to enter into third-party tie-ups to foster technology assistance for scaling up disbursals, providing
effective service and reducing turn-around time of decision-making. We have introduced “Nirnay”, a credit scoring
model, in partnership with CRIF’s digital decisioning platform, “StrategyOne”. “Nirnay” is customisable and
supports streamlining lending processes and controlling credit risk.

As a part of our mobility strategy, most of our applications are mobile friendly and we will continue to further
digitalise and automate a number of our back-office functions. Our Company also intends to tie-up with third party
vendors for executing digital loan documents and e-signing thereof. We believe this will help us in further
streamlining the loan document execution process. We intend to also continue to introduce and integrate new
information technology systems across the Company to ensure that our technology remains advanced and our
business remains scalable, operationally efficient and with effective internal control measures in place.

For further information, see “-- Business Units — Information Technology” on page 154.
Sustain and develop our talent base

As of September 30, 2020, we had 6,395 employees, of which 78.67% constitute our customer service
representatives branch staff and area managers, who regularly interact with our customers. We believe that they
best represent our brand to our customers. With almost 78.00% of our field staff in Fiscal 2020 being first-time
professionals, we offer customer relationship training to our field staff to ensure that they are prepared and able to
respond to our customers’ needs. We were awarded a “Client Protection Certification” by the Smart Campaign in
2015 for taking adequate care to implement Client Protection Principles, which was reaffirmed in 2019.

We intend to continue to create an employee-friendly and value-driven culture within our organisation to recruit
and retain talent. We also emphasise employee training to promote the continuous growth and development of our
employees and our organisation. We will continue to adopt a structured approach to support and mentor our
employees. To support employee career growth, we have introduced a “Hi-Potential” program to create leaders
internally as a part of our succession planning endeavours.

We believe our compensation structure is competitive. It includes performance pay for both enabling functions and
field staffs. Additionally, our management are incentivised by being beneficiaries of ESOP plans which aim to
reward key employees for their association, dedication and contribution to the goals of the Company along with a
range of other incentives and employee engagement programs. The Company intends to use the ESOP plans to
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attract, retain and motivate key talent within the Company, as the case may be, by way of rewarding their high
performance and motivating them to contribute to overall corporate growth and profitability.

We believe well trained and motivated employees are key to successful relationships with our customers and lead
to greater customer loyalty. We intend to continue to strengthen our human resources policies with focus on
employee satisfaction.

For further information, see “--Business Units - Human Resources” on page 156.
Enhance customer acquisition and experience through our innovative product/service offerings

We are focused on driving innovation and differentiation in our products and processes. To capitalise on our ability
to raise debt and to offer microfinance loans at attractive rates, we recently launched our balance transfer product,
“Hum Hain Naa”, so that customers could benefit from better pricing and a monthly repayment model.

Following the COVID-19 pandemic and the ensuing payment moratorium, we are offering additional innovative
products designed to address the needs of both regular and stressed customers. We have recently introduced
“Sahbhaagi”, a centre reward program, which seeks to recognise regular centre attendance and timely repayment
with benefits to center members and also centre coordinators for their efforts in ensuring attendance and repayment.

We also believe that the microfinance model needs to differentiate between “new to credit” and “used to credit”
customers based on clear criteria such as length of lending relationship, attendance at centre meetings and
repayment history. We intend to offer a model called “Khaas” to “used to credit” customers which will require
fewer in-person interactions. Through the “Khaas” model our customers are likely to have virtual centre meetings,
fully digitised loan renewal processes, cashless repayments and special benefits such as lower interest rates and
better reward programs. The intention is to reward the past behaviour of these customers and to provide them with
a streamlined loan experience.

Pursue strategic acquisitions

Our Promoters and management have prior experience in negotiating and executing successful mergers and
acquisitions. In 2012, we acquired erstwhile Intellecash’s microfinance lending portfolio in Bihar. Further, in
March 2018, we acquired erstwhile Intellecash, which at that time was an MSME lending business that provided
working capital and business loans to MSMEs through a merchant cash advance and automated clearing house
repayment facility.

There are a total of 170 entities operating as NBFC-MFIs (including SFBs) in India (Source: CRISIL Report).
Given that multiple MFlIs, of various sizes, are operating in India, we believe consolidation opportunities may be
available given the difficulty of raising capital and debt among small MFIs. We will be open to value accretive
acquisitions of other MFIs of small or comparable size to ours.

Our Operational Model

Our business operations are focused on low-income households that have limited or no access to formal financial
institutions. Our goal is to provide these households with support for their financial needs. Our target customers
are women with an annual household income of ¥200,000.00 or less in urban areas and ¥125,000.00 or less in non-
urban areas. We predominantly provide our core financial loans to groups consisting of three to five women. Groups
are organised into centres. A centre typically has between eight and 30 members in total.

We offer collateral free loans to customers who are willing to borrow in a group and agree to accept joint liability
for the group’s loans, which we refer to as the joint liability group model (“JLG model”). Under our JLG model,
loans are provided to individual customers but the group guarantees the repayment of loans. This means that if a
customer is unable to repay her loan, other members of the same JLG are responsible for making such repayment
on her behalf, which in turn reduces our credit risk. Our JLG model enables our customers, who typically do not
have sufficient collateral, to gain access to formal credit. Our JLG model also provides a community support system
for our customers, regardless of their financial circumstances. In addition, JLGs comprising customers from non-
urban areas of India tend to be cohesive, which results in fewer delinquencies due to these customers residing in
the same community and more reliably standing as guarantors for each other.
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Our JLG model allows us to have better operational control and efficiency, reduces our credit risk, and lowers our
transaction costs as we are essentially transacting with a group, rather than each individual customer.

Our Branch Network

As of September 30, 2020, we served approximately 2.21 million borrowers in 17 states. These included 12 of the
14 Low Income States in India (as defined in the CRISIL Report). As of that date, our microfinance business’
branch network consisted of 710 branches in 11 states and our MSME lending business’ branch network consisted
of 10 branches in eight states. As part of our efforts to focus on our core business, we have divested part of our
MSME lending business (to an entity forming part of the Aavishkaar Group) and plan to gradually exit that
business. For further details, see “History and Certain Corporate Matters” beginning on page 169.

The following table sets forth the number of our branches in each state as of the dates indicated:

As of
State September 30,2020 | March31,2020 | March31,2019 | March 31, 2018
Assam® 109 108 98 75
Bihar 127 125 100 64
Chhattisgarh 26 26 27 10
Jharkhand 37 36 30 29
Karnataka®® 1 1 1 1
Madhya Pradesh® 49 48 25 0
Maharashtra® 3 3 3 2
Manipur 1 1 0 0
Meghalaya 2 2 2 2
Odisha® 103 103 87 82
Telangana® 1 1 1 0
Tripura 12 12 12 8
Uttar Pradesh® 91 87 76 61
West Bengal® 158 158 131 101
Total® 720 711 593 435

Note:

@ These states serve only the MSME lending business, part of which we have divested.

@ Includes branches related to both the microfinance and MSME lending businesses.

©  The list does not include the states of Rajasthan, Haryana and Gujarat, where we do not have branches, but have active customers.

The following table sets forth the number of districts we covered in each state, as of September 30, 2020:

State Number of districts covered

Assam 26
Bihar 35
Chhattisgarh 15
Gujarat 1
Haryana 2
Jharkhand 16
Karnataka 1
Madhya Pradesh 31
Maharashtra 3
Manipur 1
Meghalaya 2
Odisha 28
Rajasthan 1
Telangana 1
Tripura 8
Uttar Pradesh 38
West Bengal 21
Total 230
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The following table sets forth the state-wise breakdown of our active customers in each state as of the dates
indicated:

Note:
(]

As of
State September | March 31, March 31, March 31,
30, 2020 2020 2019 2018
Assam® 447,503 465,861 404,691 255,135
Bihar 425,800 449,640 316,660 181,646
Chhattisgarh 32,010 35,830 26,673 12,103
Haryana 158 158 0 0
Gujarat® 1 1 0 0
Jharkhand 118,660 120,576 96,855 60,469
Karnataka® 224 268 175 4
Madhya Pradesh® 60,137 61,129 15,925 0
Maharashtra® 647 846 940 576
Manipur 1,961 1,958 0 0
Meghalaya 5,374 5,425 3,598 3,398
Odisha® 261,507 274,448 273,426 197,916
Rajasthan 91 92 0 0
Tripura 25,610 27,090 26,859 12,522
Telangana® 232 259 30 0
Uttar Pradesh® 257,527 266,058 196,250 58,693
West Bengal® 569,595 595,395 503,184 355,406
Total 2,207,037 2,305,034 1,865,266 1,137,868

These states serve only the MSME lending business, part of which we have divested.

@ Includes branches related to both the microfinance and MSME lending businesses.

The following table sets forth our state-wise portfolio distribution (i.e. the ratio of our AUM from the respective
state to our AUM, expressed as a percentage) as of the dates indicated:

AUM by state in (%) As of
State September 30,2020 | March31,2020 | March31,2019 | March 31, 2018
Assam® 19.73 19.25 21.38 22.32
Bihar 18.29 19.24 15.81 14.65
Chhattisgarh 1.09 1.05 1.22 1.00
Haryana 0.01 0.01 0.00 0.00
Jharkhand 5.08 4.90 4.69 4.88
Karnataka¥) 0.64 0.76 0.83 0.01
Madhya Pradesh® 2.28 2.24 0.79 0.00
Maharashtra® 1.43 1.69 2.63 3.06
Manipur 0.07 0.07 0.00 0.00
Meghalaya 0.24 0.23 0.19 0.25
Odisha® 11.91 11.47 13.41 17.04
Rajasthan 0.00 0.00 0.00 0.00
Tripura 0.96 1.02 1.18 0.96
Telangana® 0.77 0.85 0.06 0.00
Uttar Pradesh® 10.27 10.25 8.99 6.08
West Bengal® 27.23 26.96 28.81 29.77

Note:

@ These states serve only the MSME lending business, part of which we have divested.
@ Includes branches related to both the microfinance and MSME lending businesses.

Our Products

Our range of financial products is designed to cater to the diverse needs of our customers. As of September 30,
2020 our financial products for our customers and their terms are as shown below:

Name of Loan / Maximum Amount of Loan / Interest Rate (%) | Term (Months/
Product Category Product Credit Limit / Insurance Coverage weeks)
Core Saral %75,000.00 20.75 12 - 24 months
Bazaar Z50,000.00 25.00 12 - 24 months
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Name of Loan / Maximum Amount of Loan / Interest Rate (%) Term (Months /
Product Category Product Credit Limit / Insurance Coverage weeks)
Secondary Tatkal %18,000.00 20.75 12 months
Sanitation %15,100.00 22.00 12 - 24 months
Cross-sell products %20,000.00 20.75 3-18 months
Insurance  (offered | Term Life Insurance Coverage is equal to loan amount NA Loan Term + 2
through tie-ups with disbursed to customer months
certain Indian | Health Insurance %500.00/ %1,000.00/ %1,500.00 per NA 12/24 months
insurance (including COVID-19 | day for normal hospitalisation up to
companies) policies) 30 days and 1,000.00/ 22,000.00/
%3,000.00 day for ICU
hospitalisation up to 20 days in a year
Riders include Critical Iliness benefit
0f ¥50,000.00 and Personal Accident
benefit of ¥100,000.00
%25,000.00 base policy cash benefit | NA 12 months
for hospitalisation due to COVID-19
Loans to Small MFIs | Term Loans %250.00 million Variable 12-36 months

Core Loan Products

We have designed our lending products to meet our customers’ needs based on loan size and repayment abilities.
Our core loan products include the “Saral” loan and “Bazaar” loan. These are offered to customers who intend to
establish a new source of income generation or expand an existing source.

The following table sets forth details of our AUM and gross disbursements for our core loan products, for the
periods indicated:

(% in million)
As of
Particulars September 30, 2020 March 31, 2020 March 31, 2019 March 31, 2018
AUM® 44,953.78 44,327.51 35,644.43 19,694.13
Gross Disbursements® 8,100.03 46,032.71 41,082.13 24,297.74
Notes:
@ AUM as of the last day of the relevant year/period represents aggregate of principal outstanding including principal overdue, if any,

for all loans to customers held by the Company and assets transferred by way of securitisation, assignment of receivables and business
correspondent receivables outstanding as of the last day of the relevant year/period.
@ Gross Dishursements represent the aggregate of all loan amounts extended to all our customers for the relevant year/period.

“Saral ” loan

The “Saral” loan, our principal core loan product, caters to women who are residing in low-income areas and are
generally involved in trade and services. For Saral loans, we predominantly provide loans to groups consisting of
three to five women, and the group’s loans are disbursed using our JLG model. Groups are formed by identifying
customers who are residing in close proximity, have similar socio-economic backgrounds, are not blood relations,
and are between the ages of 18 and 55 years. Only one loan is permitted per family and a member must have been
residing in the same location for at least two years. The Saral loan amounts range from 210,000.00 to %¥75,000.00
(including Saral Plus, Saral Plus Plus and Saral Prime) and have a term of 12 to 24 months. Once a customer has
repaid a loan, provided that a minimum of 10 repayments were made under the given loan and the customer has a
good attendance record at centre meetings, the customer becomes eligible for “Saral Plus” or “Saral Plus Plus”,
which provides access to a larger loan amount for a longer term under a joint liability center (“JLC”), which
consists of all the women in that customer’s centre. When the loan amount increases above the “Saral Plus” loan
range of X15,000.00 to %50,000.00, the individual is required to be guaranteed by a JLC (rather than a JLG). This
is to ensure that peer liability is distributed among a larger credit pool. We also provide "Saral Prime" Loans to
repeat customers with a good repayment record and whose credit requirements are higher, with the objective of
retaining these customers. We charge is a small premium for these loans over our regular Saral loans.

“Bazaar” loan

Our other core loan product is the “Bazaar” loan. These are group loan products offered to address the working

capital needs of small businesses, operating out of authorised market places or clusters of shops organised under a

traders’ association. For Bazaar loans, groups of three to five stall owners in the marketplace are formed. It is

compulsory for the group members to have businesses within the same market and to be located close to each other.

The loan appraisal and sanction process for Bazaar loans is similar to that of Saral loans. Bazaar loan borrowers
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are predominantly men involved in small trading and micro-enterprises. The Bazaar loan amounts generally range
from 15,000.00 to 50,000.00 and have a term of 12 to 24 months. Once a customer has repaid a loan, provided
that a minimum of 10 repayments were made under the given loan and the customer has a good attendance record
at centre meetings, the customer becomes eligible for “Bazaar Plus”, which provides access to a larger loan amount
for a longer term under a JLC.

Our Bazaar product extends the group lending mechanism to predominately male customers in a retail market and
addresses a segment which is deprived of formal sources of credit. The Bazaar product is priced higher than our
flagship Saral product to ensure appropriate risk adjusted returns. The product uses the same branch infrastructure
but has specialised Bazaar customer service representatives.

A key difference between our Saral loan and Bazaar loan products is the frequency of loan repayment. Our Bazaar
loan customers generally have daily earnings derived from sales of their goods/services in a market place on a day-
to-day basis, with the profit immediately invested back into their business. Our Bazaar loan customers therefore
prefer fortnightly repayment periods, rather than monthly repayment periods as is the case with Saral loans, in order
to better manage their cash flow.

Secondary Loan Products
In addition to the above-mentioned core loan products, we offer a range of secondary loan products for other daily
purposes such as loans for sanitation needs and for utility products including solar lamps, agricultural products,

consumer durables, kitchen appliances, bicycles and other household items.

The following table sets forth details of our AUM and gross disbursements for our secondary loan products, for the
periods indicated:

(T in million)
As of
Particulars September 30, 2020 March 31, 2020 March 31, 2019 March 31, 2018
AUM® 196.40 230.63 252.50 155.45
Gross Disbursements® 10.55 330.00 341.44 215.10

Notes:

@ AUM as of the last day of the relevant year/period represents aggregate of principal outstanding including principal overdue, if any,
for all loans to customers held by the Company and assets transferred by way of securitisation, assignment of receivables and business
correspondent receivables outstanding as of the last day of the relevant year/period.

@ Gross Disbursements represent the aggregate of all loan amounts extended to all our customers for the relevant year/period.

Insurance Products

We provide life and health insurance policy products that are issued and underwritten by certain Indian insurance
companies with whom we have entered into tie-ups.

Group Term Life Insurance

We have offered our customers group term life insurance policies issued and underwritten by Bajaj Allianz Life
Insurance Company Limited since 2015, by HDFC Life Insurance Company Limited since 2019 and by Kotak
Mabhindra Life Insurance Company Limited since 2020. In the event of death of the policy holder, the hominee
obtains a sum insured under the policy minus any amount outstanding under the loan agreement. It is mandatory
for our customers to obtain insurance coverage for the loan amount.

General Insurance

We have offered our customers various health insurance policies issued and underwritten by Future Generali India
Insurance Company Limited since 2015. Under these policies our customers are entitled to receive hospital cash
benefit, which is cash compensation for each continuous and completed period of 24 hours of hospitalisation at any
registered hospital due to critical illness, sickness, or accidental injury, for a maximum of 30 days per annum. In
the event of accidental death, the nominee receives an additional amount of ¥100,000.00. We also offer COVID-
19 insurance through a partnership with Aditya Birla Health Insurance Company Limited in order to meet the
demand from our customers for COVID-19 related insurance coverage. This policy offers a flat cash benefit of
%25,000.00 (base policy) for a COVID-19 diagnosis.
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Loans to Small MFls

We also provide term loans of amounts ranging from 210.00 million to ¥250.00 million to small MFIs operating in
remote parts of Low Income States or financially underpenetrated states. The small MFIs are selected based on
their operational and financial due diligence and approval of our Credit Committee. These term loans are provided
only for the purpose of onward lending to microfinance customers of these small MFls.

MSME Lending Products

Our MSME loan products are designed to offer short-term working capital to MSME entities. Repayment is through
card swipes on point-of-sale terminals, cheques, bank debits from an automated clearing house or other electronic
transfers. The loan amounts vary from 3100,000.00 to ¥10.00 million, with an average disbursement amount per
MSME entity of *1.84 million as of Fiscal 2020, and the loan term varies from six to 24 months. We have divested
part of our MSME lending business (to an entity forming part of the Aavishkaar Group) and plan to gradually exit
that business. For further details, see “History and Certain Corporate Matters” beginning on page 169.

Our Inorganic Portfolio

Our inorganic portfolio comprises of our loans sourced through our partnerships with small MFIs. These
partnerships include the provision of term loans, and sourcing and collection arrangements. Under the terms of
these arrangements, for which the small MFIs receive a service fee, they act as our business correspondents by
sourcing new customers and undertaking certain on-boarding processes, such as completing customer verification,
conducting compulsory group training and group recognition tests, in line with our processes and policies.
Similarly, the small MFIs assist us with repayment and collection activities and deposit collected amounts into our
account. Since inception, our inorganic portfolio has maintained PAR>30 of less than 0.20%. As of September 30,
2020, we had entered into contractual arrangements with 24 small MFlIs, which contributed to 3.31% of our AUM.

The following table sets forth PAR>30 for our inorganic portfolio as of the dates indicated:

As of
Particulars
September 30, 2020 March 31, 2020 March 31, 2019 March 31, 2018
Term loans to small MFIs (%) 0.00 0.00 0.00 0.00
Sourcing and collections portfolio (%) 0.13 0.12 0.17 0.13

In exchange for access to our inorganic partners’ local operational strength and deeper customer relationships, we
provide them with access to our capital to strengthen their operations so that they can in turn better serve their
customers.

Joint Liability Group Lending Business Processes
Customer Due Diligence, Credit Appraisal, Loan Origination, Evaluation and Sanction Processing

Our branches enrol individual customers, who satisfy the target criteria, to form JLGs. The typical size of a JLG is
a group of three to five people. Once a potential JLG is identified, we provide the particular group with a brief
introduction to our Company and the group’s responsibilities if a JLG were to be formally formed. Our field staff
will also conduct a pre-training meeting with the group to:

e assess their eligibility for JLG formation;

o finalise a centre location; and

e assess the proximity of the centre to the location of each customer’s house.

After completing a pre-training meeting, our customer service representative identifies a convenient time to conduct
the verification process. The first objective of the verification process is to assess the customer’s ability to repay a
loan by analysing the customer’s household income, expenses and current indebtedness. The second objective of
the verification process is to ensure that the customer understands our products and the loan terms and conditions
so that the customer can identify a suitable product based on his/her particular financial needs.
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Once a product has been selected, the customer service representative will commence the loan application process.
Our field staff are equipped with smart phones for real-time authentication of a customer’s KYC documents, mobile
number and Credit Bureau reports. We have implemented a comprehensive CB360 approach to credit checks in
order to determine the indebtedness of the customer. This involves us checking each customer’s indebtedness levels
pertaining to customer’s existing or past microfinance loans or any other retail loans (excluding education and
medical emergency loans). The CB360 approach enables us to understand a customer’s existing loan obligations
and overall ability to repay. We intend to enhance the CB360 approach by including checks on co-borrower’s
indebtedness as well. Once all the relevant customer information has been entered into our online platform, a loan
application is created in “Gravity”, our loan origination system. Field staff also assess a customer’s reputation and
credibility before disbursement of the loan amount.

Upon successful completion of the field staff’s verification process, the field staff will conduct compulsory group
training (“CGT”) for the JLG. This training is conducted in two phases on two different days (CGT-1 and CGT-2)
to ensure maximum retention by customers. We believe that this training is instrumental in developing group
solidarity and enhancing credit discipline. After completing the CGT process, the branch head then undertakes a
cross-verification process of customers, including a visit to the customer’s business premises or house, as
applicable. Thereafter, the group is recommended for a group recognition test by the relevant branch head to assess
the suitability of a JLG to borrow from us. At the group recognition test, the branch head asks potential customers
questions about our lending policies, about other members of their group, and the JLG’s responsibilities and duties.
These questions are designed to test the customer’s knowledge and understanding of their individual and group
responsibilities. Based on the results of the group recognition test, the branch head decides whether to approve the
JLG or not.

After evaluation, the branch quality head uploads the loan application from the loan origination system to the
“Central Hub”, which creates the loan application in the loan management system. The branch head prepares the
following documents in connection with the loan:

pro-note (system generated);

loan agreement and loan sanction form (system generated);

customer information and application form (system generated);

loan card (system generated); and

centre attendance register (carried by the group to the branch on the day of disbursement).

These processes are largely similar for our other loan products as well.
Disbursement Processes

Once the branch head approves the loan, the members of JLG have to visit the branch to execute the loan documents
together. The branch head will then complete the disbursement formalities for the loans to the customers. All the
members of a JLG receive disbursements by way of electronic fund transfers. As of September 30, 2020, all our
disbursements were cashless and paid directly into customers’ bank accounts.

We have partnered with PayTM Payments Bank Limited (“PayTM”), to enable our customers to open bank
accounts, using eKYC (biometric fingerprint scans), into which loan amounts can be disbursed directly by us
without any role of PayTM in the availment or disbursement of loans. This also helps to ensure that the
disbursement is made into a bona fide account and reduces the chance that a loan amount is paid into a wrong, or
a fraudulent, account. To avoid making disbursements into a wrong, or a fraudulent, account, we have also
integrated a “penny-drop” test to check the authenticity and accuracy of customer’s bank details. The “penny-drop”
test involves the transfer of 21.00 to the customer’s nominated account before the full loan amount is disbursed
into that account.

Centre Meetings and Repayment Process

The main purpose of centre meetings is to collect and record repayments from customers. At the centre meetings
we also interact with customers and enquire about their financial condition, learn about local developments in the
area, re-enforce joint liability, educate our customers about our other products and services, and, in case of non-
repayment, highlight to our customers the negative impact of overdue accounts on the JLG.

For “Saral” loans, we conduct centre meetings as set out in our operational guidelines on a monthly basis. For
“Bazaar” loans, we conduct centre meetings on a fortnightly or monthly basis. A centre meeting is generally
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scheduled on a fixed day of a month, so that all customers within a particular centre are able to meet at a pre-
determined place at a given time to repay their loan. The dates of each centre meeting are specified on each
customer’s loan card, which is handed to the customer after disbursement of the loan.

We have also enabled digital repayment facilities for our customers, whereby our customers can repay their loans
using any digital wallet. This is facilitated by payment gateways provided by PayU Payments Private Limited
(“PayU”) and One97 Communications Limited (“PayTM”). We make use of the Bharat Bill Payment System
(“BBPS”) through tie-ups with PayU and Axis Bank, and of Aadhaar Enabled Payment System (“AEPS”) through
PayU. Customers can also make repayments using their debit cards via Ezetap Mobile Solutions Private Limited’s
“Ezetap” digital payment system.

In Fiscal 2018, we instituted a new cadre of field staff, called the Recovery CSR, whose primary role is to connect
with Stage 3 customers, that is customers who are in default of their repayment by 90 days or more. The Recovery
CSRs are responsible for helping such customers understand the negative impact of non-repayment and default
under the terms of their loan on their Credit Bureau record, as well as on their eligibility to be approved for another
loan whether from us or another financial institution.

Business Units
Business Operations

Our operations team is led by six zonal business heads, each zone representing one or two contiguous states. Each
zonal business head has three to six regional head reports and each regional head has four to seven area manager
reports. Each area manager is responsible for four to six branches led by branch heads. We consider that our field
staff, consisting of area managers and branch employees, best represent our brand to our customers.

Internal Control and Quality

In Fiscal 2020, we established an Internal Control & Quality (“IC&Q”) department that is responsible for
maintaining the quality of our assets, ensuring compliance with our policies and procedures, as well as verifying
that all documents submitted by our customers are correct and adhere to our credit policies. The IC&Q is also
responsible for improving our operations at the branch level, including strengthening the asset origination process,
improving customer attendance at centre meetings, increasing the percentage of loan repayments made by our
customers, improving the quality of our customer service, and improving overall compliance and adherence with
our internal policies and procedures, as well as other statutory requirements. To achieve this, we have set-up
dedicated cadres of zonal quality heads, regional quality heads and branch quality heads at the respective operating
levels.

The IC&Q is also responsible for monitoring and improving our internal control, fraud detection, and remedial
action processes, as well as communicating our policies and procedures to our employees, ensuring their adherence
to the same, and implementing strategic initiatives across the organisation. We believe the IC&Q vertical has
assisted our business to reduce the number of loan applications that are rejected by conducting first level checks of
documents submitted by potential customers, improving our internal control policies, procedures and processes,
and strengthening the overall operations of our branches.

Risk Management

Risk management plays a key role in integrating improved and effective practices and frameworks into our business
operations, which is a continuous endeavour for us. In 2018, we were awarded the MFIN Microfinance Award for
implementing outstanding initiatives in the category of “Risk and Resilience Framework”.

Our risk management framework identifies, monitors and manages various types of risks inherent in our business
operations, including risks associated with credit, liquidity, operations and other emerging risks. The risk
management team is responsible for developing risk thresholds and policies, which are then implemented by the
business. Our risk management team will flag when a branch has deviated from our internal risk management
framework and has not adhered to our internal risk policies and procedures. The risk team will also identify and
analyse the root cause of the deviation and subsequently, in conjunction with the business team at the relevant
branch, implement new measures to avoid such deviation from reoccurring.
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Our Board of Directors oversee the Risk Management Committee. Our non-executive independent director chairs
the Risk Management Committee of the Board. Our Chief Risk Officer is also a permanent member of our
Executive Committee, Asset Liability Management Committee, Credit Committee and the Portfolio Review
Committee, and reports to the same non-executive independent director. Our Risk Management Committee
convenes on a quarterly basis, to enable regular risk assessment and optimisation of risk-based decision-making.

Over the past years, we also implemented risk tools and techniques and data analytics, such as static pools, vintage
curves, roll rates, geo-risk maps, and risk models, to establish risk thresholds and benchmarks, which are then used
for field-level reviews, business expansion plans, and our overall business strategy.

Our proprietary risk models, namely, “Credit Risk Model”, “SCoPE”, “Operations Risk Model” and “BRisk”,
which we developed entirely in-house, have aided our harnessing of the benefits of structured risk management.
These models and algorithms assess performance for each of our branches, identifying and highlighting the key
operational risks specific to each one of them. This allows prompt and timely preventive and corrective actions at
the branch level based on specific variables and factors.

One of our latest risk management initiatives is the introduction of “Nirnay”, our credit scoring model in partnership
with CRIF’s digital decisioning platform, “StrategyOne”, which is an application scorecard for customer
onboarding and is a customisable tool that can streamline lending processes and assist with controlling credit risk.
“Nirnay” is being piloted in 2021 to facilitate objective credit decisioning using data from our own records and
also Credit Bureau data at the time of onboarding a customer. Our enterprise risk management project is another
initiative that is under development, using the Committee of Sponsoring Organisations of the Treadway
Commission framework, with expected adoption in 2022.

Internal Audit

We maintain a well-established internal control framework. To ensure independence from our operations, our
internal audit function reports directly to the Audit Committee of the Board. The Board reviews the adequacy and
effectiveness of our internal audit team, including its structure, annual audit plan, and resourcing to ensure audit
reviews remain effective and independent. For further details, see “Our Management — Committees of the Board”
on page 183.

Our internal audit department monitors our adherence to internal controls and provides input and recommendations
to strengthen our risk management framework. It also undertakes an independent review to establish whether the
business is operating in accordance with our internal policies and standards for managing operational risk, as well
as statutory requirements. As an independent function under the supervision of the Audit Committee of the Board,
our internal audit department adopts a risk based supervision approach according to the recommended guidelines
of RBI. The internal audit function is guided by a comprehensive audit charter and policy, which is reviewed and
approved by the Audit Committee of the Board, led by our non-executive independent director.

Our internal audit team monitors and reports on our operational processes and systems. We seek to mitigate
operational risks by conducting regular checks at our branches, and regional, zonal and head offices. We have
aligned our internal financial control systems with the requirements stipulated in the Companies Act, 2013, based
on globally accepted risk-based frameworks and other rules and guidelines issued by RBI.

All business functions are audited on a regular basis. For field operations, two types of audits are conducted,
including a regular audit and a snap audit. A regular audit is a comprehensive audit, which covers adherence to
policy and procedures, while a snap audit involves an audit of only critical or high-risk elements of such business
functions. For branches, a regular or snap audit is conducted once every quarter of each Fiscal year.

Our internal audit team consisted of 145 members as of September 30, 2020. The team is composed of qualified
individuals who are members of the Institute of Chartered Accountants of India, hold Master of Business
Administration degrees, or have Certified Information Systems Auditor certifications. We ensure that our internal
audit team members have adequate audit and management reporting training. Our internal audit department was
awarded the 1SO 9001:2015 certification in 2020 by the British Standards Institution, for operating a quality
management system which complies with the requirements of the certification for conducting Internal Audit for
Operations and all other Support Functions.
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Since Fiscal 2017, we have used “Perdix”, a digital audit platform, for our internal audit. “Perdix” enables our audit
team to plan periodical audits for various entities within the group. “Perdix” provides access to audit schedules,
input screens and the entire audit database, including auditable data such as cash management processes, fixed
assets and loan documents, via a web-based platform. “Perdix” also offers the functionality to automatically
distribute and calculate branch audit scores based on the pre-set weightage and severity, which is how we measure
adherence to internal policies and procedures, as well as statutory compliance by our branches. Additionally, our
internal audit team uses data analytics, which enables offsite generation of exception reports, MIS, and various
other analytical reports for use by our audit team as well as management. As a fully automated technology-based
audit tool, “Perdix” is specifically aimed at improving the efficiencies of a business’ internal audit function.
“Perdix” is a web-based system that captures the audit findings in a structured and periodic manner. We have
adopted a paperless, end-to-end technology driven audit management system and are the first MFI based in Eastern
India to use “Perdix’s” audit software.

Credit

In 2020, we appointed an independent Chief Risk Officer and separated the credit function from our risk and credit
department to establish an independent unit. Our credit unit is responsible for implementing the credit policy across
our microfinance business, as well as our MSME lending business, and for monitoring and managing credit costs
within budget. The unit exercises credit oversight over all our businesses. Additional credit checks are in place
through algorithms in the loan origination system. Our inorganic portfolio also has a detailed credit policy
comprising of a detailed due diligence process undertaken by the credit department before recommending a
partnership proposal to the Credit Committee. The credit function also works with the product team to develop and
pilot new product variants.

Central Operations and Customer Insights

Our central operations team is responsible for product management and diversification, process management,
cashless collections, central processing unit, policy, customer service and experience. The product management
team designs and manages products as per customer needs. The team also focuses on implementing our cashless
initiatives across all areas of operations to the branch level, through partnerships with various third parties. Policies
for field staff incentives and score-cards are also reviewed by this department.

The customer insights team also forms a part of the central operations department. The customer insights team is
the custodian of customer grievance redressal mechanisms to ensure compliance with MFIN and RBI guidelines
for the same. When a customer has a complaint or query, the same is addressed by the relevant customer service
representative or the branch head. If the complaint cannot be resolved, the customer has the option of escalating
the same by contacting our toll free number at the customer care helpdesk. To avoid any language barrier issues,
each customer’s call is redirected based on location. If the complaint remains unresolved, our customer may further
escalate the matter to the Grievance Redressal Officer. Workflow-based routing of cases has been integrated so
that all customer queries and concerns are linked to an appropriate workflow, enabling prompt follow-up action.
The customer care team also conducts outbound calls to assess customer satisfaction levels and also to get an insight
into their needs from a credit and cross-sell perspective.

Information Technology

We believe that our use of technology in the microfinance industry in India is innovative. This is evidenced by our
inclusion in the SKOCH Order-of-Merit for “IT Transformation, Mobility and CRM” in 2017 and the SKOCH
Order-of-Merit for qualifying among the top ranking banking and finance projects in India for “IT Strategic
Transformation” in December 2018. With the assistance of selected technology vendors, we have built our
technology platform into a business tool that helps us to maintain consistent levels of customer service, enhance
our operational efficiency and create sustainable advantages for our organisation.

We have also integrated our IT system and infrastructure into our loan lifecycle, a summary of which is set out
below:

e Branch area selection using analytics from CRIF High Mark. We also use this tool to analyse various
business factors such as portfolio, quality and competition.
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e Loan origination using “Gravity”, which facilitates real time Credit Bureau checks for customer
indebtedness, automatic maximum loan size advice, upload of KYC documents by scanning the physical
document.

Group recognition tests with customers held by branch head through “Gravity”.

Cross verification of a customer’s application by branch head through “Gravity”.

Data validation by branch quality head through loan origination system.

Quality check of customer documentation through our “Central Hub”.

“Penny drop” test to verify the active status of a bank account and authentication of the same.

Cashless transfer of the loan amount into a customer’s bank account. As of September 30, 2020, all
disbursements were cashless.

Loan utilisation check by a customer service representative through “Gravity”.

Automatic loan management using “Profile”.

Records of repayments and customer attendance at centre meetings through MeraArohan.

Digital repayment using facilities from PayTM, PayU, Axis Bank and Ezetap. We have also partnered
with Airtel Payments Bank Limited and Spice Money Limited so that our customers can repay their loans
in cash at such merchant outlets.

Other technology platforms and applications which support our business operations and functions are:

e “Sanjaya” to monitor the field staff activities with geotagging and time stamps.

e “Perdix” by Internal Audit team for audit management.

e “Adrenalin” for different HR functions such as attendance, payroll, performance management, recruitment
and hiring.

o “Diligent” for board related activities.

e “Trackwizz” for AML related activities.

e “ApnaBazaar” for cross-selling products.

With our “Mobile-First” approach our field staff are equipped with a mobile or tablet device. We have also
implemented “Bring Your Own Device” guidelines to enable them to use their own mobile devices. Additionally,
all our branches are connected through high-speed internet to enable real-time authentication of customers, KYC
validation and Credit Bureau checks. This has reduced the time spent on processing loan applications. Our customer
care unit is equipped with a customer relationship management (“CRM?”) system to better serve customers.

As of September 30, 2020, all disbursements were cashless and paid directly into customers’ accounts. In the
current Fiscal, we implemented cashless repayment facilities for our customers. We have created a data warehouse
and are using business intelligence analytics to generate data rich dashboards and reports for consumption by our
field management. We believe that continued adoption of digital service delivery mechanisms will enable us to be
more efficient and undertake more reliable data analytics, resulting in target customer profiling and customised
products to deliver greater customer satisfaction.

In 2020, we developed a platform to integrate and connect our loan sourcing and loan management systems and
automate the flow of information from the field to our “Central Hub”, thereby significantly reducing turnaround
time for loan processing and loan account creation for disbursals. We implemented automated credit assessment
and anti-money laundering checks on our customers. Artificial intelligence and machine learning algorithms are
also being implemented to check the genuineness of KYC documents.

Our adoption and implementation of information technology is guided by a Board committee, known as the IT
Strategy Committee.

Treasury and Accounts

Our treasury department is responsible for managing our capital requirements, in order to maintain a healthy capital
adequacy ratio, and for restricting financial leverage to an acceptable level. Further, our treasury department ensures
that our liability is appropriately managed to sustain the projected business growth while maintaining a positive
asset liability gap, and diversifies our fund raising resources while reducing cost of borrowing and managing
interest rate risk. In order to achieve this, our Asset Liability Management Committee meets periodically to assess
our asset and liability profile and resource pipeline to determine the Company’s liquidity position. The summary
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of decisions is submitted to our Board. Our treasury department is responsible for investing surplus funds to
optimise return on investment in accordance with the criteria set forth in our investment policy.

Our accounts department is responsible for the financial control function ensuring transactions within the
prescribed limits and in compliance with the approvals. It prepares financial statements to report the true and fair
view of the financial position of the Company, ensures timely and accurate management of statutory financial
reporting and provides key information to the management along with furnishing required data to regulators.

Legal, Compliance and Secretarial

Our compliance team is responsible for overall compliance including regulatory filings of requisite documents. The
secretarial team is responsible for arranging the Board, Board Committees and shareholders’ meetings. The legal
team is responsible for both corporate legal affairs and litigation/disputes and also helps in recovery of dues from
customers, as needed.

Strategic Initiatives

The strategic initiatives team focuses on designing and implementing key strategic initiatives for our Company.
The team performs regular industry study of peers and competitors and helps to explore potential areas of
company’s growth and expansion. The team also benchmarks our performance and practices against industry best
practices for continuous improvement and growth.

Corporate Communications

The corporate communications team is responsible for all internal and external communications of the Company.
The team also manages and grows our presence on various social media platforms and manages our external
relationships and brand.

Human Resources

As of September 30, 2020, we had 6,395 employees. We primarily recruit our non-field staff at the graduate level
and we focus on providing proper and adequate training to our new employees. After gaining sufficient experience
and skills, our staff members are promoted internally on to more senior roles with greater responsibilities.

The following table provides a breakdown of our employees by function as of the dates indicated:

As of

PR S September 30,2020 | March 31,2020 | March 31,2019 | March 31, 2018
Customer Service Representatives 4,135 4,028 3,227 2,256
Other field staff (Branch Heads, Area 896 899 718 593
Managers)
Regional & Zonal Officers 36 34 37 51
Internal Control & Quality 745 744 291 163
Accounts & Finance 35 35 33 26
IT & Central Hub 56 55 48 39
Legal & Compliance 7 7 7 7
Central Operations & Alliances®” 50 81 91 32
Risk 6 7 5 4
Internal Audit 145 140 107 73
HR & Corporate Social Responsibility 61 55 48 42
Administration 64 63 52 42
Training® 35 0 0 0
Corporate & Strategic Initiatives 6 6 7 9
Corporate Communications 1 1 1 1
MSME 114 117 91 42
Others 3 0 2 8
Total 6,395 6,272 4,765 3,318

Note:

@ In the current Fiscal, the Training team separated from the Central Operations & Alliances team.

We conduct periodic reviews of our employees’ job performance and determine salaries and discretionary bonuses
based on such reviews and general market conditions. We believe that we have a good working relationship with
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our employees. As of September 30, 2020 we had not experienced any material employee disputes. Our employees
are not subject to any collective bargaining agreements and are not represented by any labour unions.

Our promotion guidelines seek to apply fair, unbiased and transparent promotion criteria in order to provide equal
opportunities to all employees across locations and departments, correlated with appropriate career planning. Our
compensation structure includes performance pay for both operational functions and field staff incentives and we
believe that it is competitive.

As part of a differentiated pay structure for different categories of employees, we provide ESOP benefits from mid-
level management through the implementation of the ESOP Schemes for our employees. These aim to reward the
key employees of the Company for their association, dedication and contribution to the goals of the Company along
with a range of incentives and employee engagement programs. The Company intends to use its ESOP Schemes to
attract, retain and motivate key talent within the Company.

In addition, we have an in-house training department that focuses on functional learning and aims to provide our
employees with training on different functions and roles within our business. Programmes such as our First Time
Manager program and Capability Building Training have been introduced for the field through standardised
training processes, study materials and product based trainings in areas of microfinance credit policies, non-credit
and cross-sell policies and portfolio management. The key initiatives under facilitator led training are refresher
training, capacity building training, area managers’ boot camp and specific interventions for improving
productivity. We launched a learning management system to boost self- learning. We also have an “Arohan
Certified Trainers” program for developing potential trainers for our Company. The certified trainers then train the
larger employee base and specifically our field staff.

To support and promote our employees’ career growth, we have introduced the “Hi-Potential” program to identify
and build leaders internally as a part of our overall succession planning.

In the last quarter of Fiscal 2018, we implemented “Adrenalin”, a human resources management system, which
enables automated payroll, attendance, reimbursement, compensation, talent management, performance
management, staff governance and talent attraction and retention. Through the “Adrenalin” platform, we are able
to conduct all of our hiring processes, including interviews, assessments, and selection processes, virtually.

Since the majority of our customers are female, we also intend for a majority of our field staff to be female. We are
undertaking gender diversity initiatives to increase the number of female employees Our Diversity Committee
conducts programs to introduce women friendly policies and processes with an aim to hire and retain an increasing
number of female employees. We have opened branches that employ only female staff members in several states.
We have increased our gender diversity from 4.95% in April 2019 to 7.92% in December 2020.

Our focus on employee engagement, retention and development has led to a lower attrition rate in Fiscal 2020
of 39.83% as compared to 59.00% for the NBFC-MFI industry as of the same date (Source: MFIN Micrometer).

Competition

We believe our key competitors are other MFIs, banks (including SFBs) and state-sponsored programs in India.
Our competitors may acquire or merge with each other, as has been the case in the recent past. When two established
microfinance entities merge, the resultant entity is likely to have larger economies of scale, better synergies and
reach to a greater number of customers. This would increase competition for us in our areas of operations.

In addition, many of our potential customers in the Low Income States do not have access to any form of formal
institutional lending. Therefore, they rely on loans from informal sources, such as moneylenders, landlords, local
shopkeepers or local traders who may offer loans at much higher interest rates. According to the CRISIL Report,
in Fiscal 2017, 40.00% of loans were borrowed from non-institutional investors or informal channels, such as
relatives or friends, money lenders, or local landlords. Unregulated market participants present another source of
competition as they target the same areas and customer base as we do.
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Grading and Credit Ratings

For details of grading and credit ratings received by us, see “Business Strengths — Diverse borrowing relationships
and access to multiple sources of capital” and “History and Certain Corporate Matters” on pages 141 and 169,
respectively.

Properties

Our registered and corporate office is located at PTI Building, 4th Floor, DP 9, Sector 5, Salt Lake, Kolkata 700
091, West Bengal, India, which is a leased premise. The lease was entered into on December 9, 2016 (with effect
from February 5, 2015) and expires on February 4, 2024.

As of September 30, 2020, all of the properties used for our operations throughout India were held on a leave-and-
license or leasehold basis. As of that date, we served approximately 2.21 million borrowers in 17 states. These
included 12 of the 14 Low Income States in India (as defined in the CRISIL Report). As of that date, our
microfinance business’ branch network consisted of 710 branches in 11 states and our MSME lending business’
branch network consisted of 10 branches in eight states.

Intellectual Property

For a list of intellectual property owned and registered by us, see “Government and Other Approvals” beginning
on page 335.

Insurance

We maintain insurance policies that we believe are customary for companies operating in our industry. Our
principal types of coverage include insurance for fire, fidelity, accidents, burglary and money. We also have a
directors’ and officers’ liability policy. Our insurance policies may not be sufficient to cover our economic loss.
For details, see “Risk Factors — Our insurance coverage may not adequately protect us against losses and
successful claims that exceed our insurance coverage could harm our results of operations and diminish our
financial position” on page 40.

Certifications and Awards
For details of our awards, see “History and Certain Corporate Matters” beginning on page 169.
Precautionary Measures Adopted in Response to the COVID-19 Pandemic

We adopted precautionary measures in response to the COVID-19 pandemic to address our employees’ and also
our customers’ safety. To create awareness of social distancing, use of face masks and overall safety and hygiene
practices among our field employees and our customers, we introduced guidelines covering COVID-19 symptoms,
sanitation measures, travel advisories, and social distancing know-how. We also implemented hygiene measures,
including providing sanitisers, masks and gloves at all of our branches. In addition, during initial lockdowns in
India, we quickly transitioned to virtual centre meetings instead of physical centre meetings with our customers.
We moved to a work from home policy for our offices and also provided additional COVID-19 medical insurance
for our employees.

We strongly encouraged the use of cashless collection and repayments. To achieve this, we partnered with PayTM
and launched a digital repayment model in April 2020. We have also enabled digital repayment facilities for our
customers, whereby our customers can repay their loans using any digital wallets through facilities provided by
“PayU”, “PayTM” and Axis Bank, which make use of “BBPS” or “AEPS”, or by using their debit cards via
“Ezetap”.

In response to the RBI’s announcement of certain regulatory measures, including among others, a payment
moratorium, we introduced a moratorium policy to enable our customer service representatives to provide all of
our customers with information regarding the RBI payment moratorium, especially in respect of interest accruals.
We also recalibrated our credit policy to address the financial needs of customers who made regular repayments
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prior to the imposition of the moratorium and who also continued to make repayments during the moratorium
period.

For further information, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” on page 280.

Corporate Social Responsibility and Environmental Efforts

We have adopted a Corporate Social Responsibility (“CSR”) policy and established a CSR Committee in
compliance with the requirements of the Companies Act, 2013 and the rules thereunder. Our CSR Committee is
responsible for monitoring our CSR initiatives.

Our CSR initiatives focus on skill development and education, eco-sustainability, women’s health and
empowerment, disaster relief and community participation. We also run a financial literacy program, which is
designed to educate our customers with respect to financial planning, cash flow and budgeting, savings, debt,
insurance, investment and banking via in-person training, as well as general awareness campaigns.

One of our key CSR achievements is the implementation of integrated water and sanitation plants in different
locations across five states. These plants provide potable drinking water through dispensers. There are also
integrated sanitation units which utilise the extra water from these plants. The sewage created in the sanitation units
are linked to biogas plants which generate energy to power lighting in the community and the solid waste is used
as organic manure.

Our CSR efforts have been recognised by the award of CSR Practice of the Year by the India International CSR
Conclave in May 2017 and the CSR Project of the Year in Water by the India International CSR Conclave in May
2018.

We also focus on creating lasting social impact by increasing financial inclusion among marginally served
communities. Our growth strategy is based on increasing outreach in the most financially excluded states of India
with a focus on best practices towards customer relationships, transparency on pricing and communication, and
respectful treatment of customers, who are primarily women residing in non-urban areas of India. Our efforts have
been recognised by receiving:

e the “Client Protection Certification” awarded by the Smart Campaign in 2015 and reaffirmed in 2019;

e an SP1 social performance grade awarded by ICRA Limited in 2020, which indicates that our
infrastructure and processes are consistent with a high likelihood of operating in the best interests of our
customers and that it is amongst our highest priorities; and

e the “Microfinance Organization of the Year” award by Access Assist at the Inclusive Finance India
Awards 2018 and the “Microfinance Institution of the Year” award in 2010 in the “Small and Medium
Category” by Access Assist.

Further, through carbon negative product sales, we have sought to reduce our carbon emissions. We were awarded
an “Excellence in Clean Energy Finance” certificate by MicroEnergy Credits in 2018, for recognition as a project
participant in the United Nations Framework Convention on Climate Change Program of Activities for distributing
clean energy products. We were also recognised by the Indian Chamber of Commerce Special Jury for Environment
Sustainability in 2019 in the Large Enterprise category.
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KEY REGULATIONS AND POLICIES

The following description is a summary of certain key regulations and policies in India which are applicable to the
operations of our Company. The information detailed in this section has been obtained from publications available
in the public domain. The description of the regulations disclosed below may not be exhaustive, and are only
intended to provide general information to the investors and are neither designed nor intended to substitute for
professional legal advice. The information in this section is based on the current provisions of applicable laws in
India that are subject to change or modification by subsequent legislative, regulatory, administrative or judicial
decisions.

Our Company is registered as an NBFC-MFI with the RBI. Our Company is an NBFC-ND-SI, in terms of the
guidelines issued by the RBI. We offer various products to suit the specific financial requirements of our customers.
See “Our Business” beginning on page 136.

For details of material regulatory approvals obtained by us, see “Government and Other Approvals” beginning on
page 335.

1. Key Regulations Applicable to Our Company
The Reserve Bank of India Act, as amended (the “RBI Act”)

The RBI Act defines an NBFC as: (a) a financial institution which is a company; (b) a non-banking institution
which is a company and which is in the principal business of receiving deposits, under any scheme or arrangement
or in any other manner, or lending in any manner; or (c) such other non-banking institution or class of institutions,
as the RBI may, with the previous approval of the Central Government and by notification in the Official Gazette,

specify.
A company categorized as an NBFC is required to have a net owned fund of 2.5 million or such other amount,
not exceeding X1,000 million, as the RBI may, by notification in the official gazette specify from time to time.

Further, NBFCs are required to obtain a certificate of registration from the RBI prior to commencement of the
business as an NBFC.

Every NBFC is required to create a reserve fund and transfer thereto a sum not less than 20% of its net profit every
year, as disclosed in the profit and loss account and before any dividend is declared. No appropriation can be made
from such fund by the NBFC except for the purposes specified by the RBI from time to time and every such
appropriation shall be reported to the RBI within 21 days from the date of such withdrawal.

Master Direction — Non-Banking Financial Company — Systemically Important Non-Deposit taking Company
and Deposit taking Company (Reserve Bank) Directions, 2016 dated September 1, 2016, as amended (the
“Master Directions”)

Applicability

The Master Directions are applicable to the following categories of NBFCs (“Applicable NBFCs”):

(i) NBFC-MFlIs registered with the RBI under the provisions of the RBI Act and having an asset size of
¥5,000 million and above;

(i) NBFC-ND-SIs registered with the RBI under the provisions of the RBI Act;
(iii) Deposit taking NBFCs registered with the RBI under the provisions of the RBI Act;

(iv) NBFC-Factors (as defined in the Master Directions) and registered under Section 3 of the Factoring
Regulation Act, 2011, as amended, having an asset size of 35,000 million and above;

(v) Infrastructure Debt Fund — Non-Banking Financial Company (as defined in the Master Directions)
registered with the RBI under the provisions of RBI Act; and
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(vi) NBFC — Infrastructure Finance Company (as defined in the Master Directions) registered with the RBI
under the provisions of the RBI Act, having an asset size of 35,000 million and above.

An NBFC-ND-SI has been defined under the Master Directions to mean an NBFC not accepting or holding public
deposits and having total assets of ¥5,000 million and above as shown in the last audited balance sheet. An NBFC-
MFI has been defined under the Master Directions to mean a non-deposit taking NBFC (other than a company
formed and registered under Section 25 of the Companies Act, 1956) that fulfills the following conditions:

() a minimum net owned fund of ¥50 million (for NBFC-MFTI’s registered in the North Eastern regions of
India, this requirement is X 20 million); and

(i) not less than 85% of its net assets (defined under the Master Directions as total assets other than cash and
bank balances and money market instruments) originated on or after January 1, 2012, are in the nature of
‘qualifying assets’ (only the assets originated on or after January 1, 2012 shall have to comply with the
‘qualifying assets’ criteria), where ‘qualifying assets’ are loans that satisfy the following criteria:

(@) loan disbursed by an NBFC-MFI to a borrower with a rural household annual income not
exceeding 125,000 or urban and semi-urban household income not exceeding ¥200,000;

(b) loan amount does not exceed X75,000 in the first cycle and ¥125,000 in subsequent cycles;
(c) total indebtedness of the borrower does not exceed ¥125,000, provided that loan, if any, availed
towards meeting education and medical expenses shall be excluded while arriving at the total

indebtedness of a borrower;

(d) tenure of the loan should not be less than 24 months for loan amount in excess of ¥30,000 with
prepayment without penalty;

(e) loan should be extended without collateral,

4] aggregate amount of loans, given for income generation, is not less than 50% of the total loans
given by NBFC-MFIs; and

(9) loan is repayable on weekly, fortnightly or monthly installments at the choice of the borrower.
Multiple lending, Over-borrowing and Ghost Borrowers

0] NBFC-MFIs can lend to individual borrowers who are not members of a JLG, SHG or to borrowers that
are members of a JLG or SHG.

(i) A borrower cannot be a member of more than one SHG or JLG.

(iii) Not more than two NBFC-MFIs can lend to the same borrower.

(iv) There must be a minimum moratorium period between the grant of the loan and the due date for the
repayment of the first installment. The moratorium period shall not be less than the frequency of

repayment.

(v) Recovery of loan given in violation of the regulations should be deferred until all prior existing loans are
fully repaid.

Corporate Governance

Constitution of Committees

All Applicable NBFCs are required to constitute the committees disclosed below:

(i) Audit Committee: An NBFC is required to constitute an audit committee consisting of not less than three
members of its board of directors. The audit committee constituted by an NBFC as required under Section
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177 of the Companies Act, 2013 shall be the audit committee for the purposes of the Master Directions as
well, and its powers and functions shall be as provided under Section 177 of the Companies Act, 2013.

(i) Nomination Committee: NBFCs are required to constitute a nomination committee to ensure ‘fit and
proper’ status of proposed or existing directors, which shall have the same powers and functions as the
nomination and remuneration committee required to be constituted under Section 178 of the Companies
Act, 2013.

(iii) Risk Management Committee: NBFCs are required to constitute a risk management committee to manage
the integrated risk.

(iv) Asset Liability Management Committee: NBFCs are required to constitute an asset liability management
committee. The asset liability management committee is required to be headed by the chief executive
officer/ managing director or the executive director of such NBFC, as prescribed under the Master
Directions.

Fit and Proper Criteria

Applicable NBFCs are required to (a) maintain a policy approved by the board of directors for ascertaining the fit
and proper criteria of the directors at the time of appointment, and on a continuing basis, in line with the guidelines
prescribed under the Master Directions; (b) obtain a declaration and undertaking from directors giving additional
information on the directors, in the format prescribed under the Master Directions; (c) obtain a deed of covenant
signed by directors, in the format prescribed under the Master Directions; and (d) furnish to the RBI a quarterly
statement on change of directors and a certificate from the managing director of the Applicable NBFCs that fit and
proper criteria in selection of the directors has been followed. The statement must be submitted to the Regional
Office of the Department of Non-Banking Supervision of the RBI where the Applicable NBFC is registered, within
15 days of the close of the respective quarter. The statement submitted for the quarter ending March 31, is required
to be certified by the auditors.

Applicable NBFCs are required to place before the board of directors, at regular intervals, as may be prescribed by
their respective boards of directors, the following:

(i) progress made in putting in place a progressive risk management system and risk management policy and
strategy followed by the concerned Applicable NBFC; and

(i) conformity with corporate governance standards including composition of committees, their roles and
functions, periodicity of the meetings and compliance with coverage and review functions and so on.

Applicable NBFCs shall rotate the partners of the chartered accountant firm conducting the audit, every three years
so that the same partner shall not conduct audit of such NBFC continuously for more than three years. Further,
such NBFCs shall frame their internal guidelines on corporate governance with the approval of the board of
directors which shall be published on their respective websites.

Acquisition or Transfer of Control

Applicable NBFCs are required to obtain prior written permission of RBI for (a) any takeover or acquisition of
control, which may or may not result in change in management, (b) any change in the shareholding, including
progressive increases over time, which would result in acquisition or transfer of shareholding of 26% or more of
the paid-up equity capital (no prior approval is required if the shareholding going beyond 26% is due to buy-back
of shares or reduction in capital where it has approval of a competent court but must be reported to the RBI within
one month of the occurrence), and (c) any change in the management of the Applicable NBFCs, which results in
change in more than 30% of the directors, excluding independent directors, provided that no prior approval shall
be required in case of directors who get re-elected on retirement by rotation.

Prudential Norms
All NBFC-MFIs are required to maintain capital adequacy ratio consisting of Tier | and Tier Il capital which shall
not be less than 15% of its aggregate risk weighted assets. The total of Tier 1l Capital at any point of time, shall not

exceed 100% of Tier | capital.
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Asset Classification and Provisioning Norms
All NBFC-MFIs are required to adopt the asset classification and provisioning norms as set forth below:

(i) a “standard asset” means the asset in respect of which no default in repayment of principal or payment of
interest is perceived and which does not disclose any problem nor carry more than normal risk attached to
the business; and

(i) a “non-performing asset” means an asset for which interest or principal payment has remained overdue
for a period of 90 days or more.

For non-performing assets meeting “Qualifying Assets” criteria, provisioning norms are set forth below:

(i) the aggregate loan provision to be maintained by NBFC-MFIs at any point of time shall not be less than
the higher of (a) 1% of the outstanding loan portfolio; or (b) 50% of the aggregate loan installments
overdue for more than 90 days and less than 180 days and 100% of the aggregate loan installments overdue
for 180 days or more; and

(i) if advance covered by the Credit Risk Guarantee Fund Trust for Low Income Housing guarantee becomes
non-performing, no provision need be made towards the guaranteed portion. The amount outstanding in
excess of the guaranteed portion shall be provided for as per provisioning norms applicable to all
Applicable NBFCs under the Master Directions.

NBFC-MFIs are also required to comply with other asset classification and provisioning norms governing other
Applicable NBFCs to the extent such norms are not contradictory to the norms disclosed hereinabove.

Transparency in Interest Rates

To ensure fair practice in lending, NBFC-MFIs are permitted to have only three components in the pricing of loans:
(a) the interest charge, (b) the processing charge and (c) the insurance premium (which includes the administrative
charges in respect thereof).

Further, NBFC-MFIs are not permitted to charge penalty on delayed payments or to collect any security
deposit/margin from their borrowers. NBFC-MFIs are required to have a standard form of loan agreement
(preferably in vernacular language) approved by their respective board of directors, and provide borrowers with a
loan card disclosing prescribed information, including, a) effective rate of interest; b) all other terms and conditions
attached to the loan; c) information which adequately identifies the borrower and acknowledgements by the NBFC-
MFI of all repayments including installments received and final discharge; and d) grievance redressal system. All
disclosures in the loan card shall be in vernacular language. Further, the effective rate of interest charged by the
NBFC-MFIs are required to be prominently displayed in all offices and websites of, and all literature issued by,
such NBFC-MFls.

Ensuring Compliance with Conditionalities

The responsibility for compliance with applicable regulations lies primarily with the NBFC-MFIs themselves.
Every NBFC-MFI is required to be a member of all credit information companies (“CICs”) established under the
Credit Information Companies (Regulation) Act, 2005, as amended, provide timely and accurate data to CICs and
use the data available with them to ensure compliance with the conditions regarding membership of SHG/JLG,

level of indebtedness and sources of borrowing.

All NBFC-MFIs are required to become member of at least one self-regulatory organization recognized by the RBI
(“SR0Os”) and are also required to comply with the code of conduct prescribed by such SRO.

Regulation of Excessive Interest Charged by NBFCs

(i) The board of directors of each Applicable NBFC is required to adopt an interest rate model taking into
account relevant factors such as cost of funds, margin and risk premium and determine the rate of interest
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to be charged for loans and advances. The rate of interest and the approach for gradations of risk and
rationale for charging different rate of interest to different categories of borrowers shall be disclosed to
the borrower or customer in the application form and communicated explicitly in the sanction letter.

(i) The rates of interest and the approach for gradation of risks shall also be made available on the website of
the Applicable NBFCs or published in the relevant newspapers. The information published in the website
or otherwise published shall be updated whenever there is a change in the rates of interest.

(iii) The rate of interest must be annualized rate so that the borrower is aware of the exact rates that would be
charged to the account.

(iv) The margin cap, cap on the difference between the amount charged to the borrower and the cost of funds
to an NBFC-MFI, shall not exceed 10% for NBFC-MFIs with loan portfolios exceeding 1,000 million
and 12% for other NBFC-MFls.

(v) The interest rates charged by an NBFC-MFI to its borrowers will be the lower of the following:
@) the cost of funds plus margin as indicated at (iv) hereinabove; or
(b) the average base rate of the five largest commercial banks by assets (as advised by the RBI for

the relevant quarter) multiplied by 2.75.

(vi) NBFC-MFIs shall ensure that the average interest rate on loans sanctioned during a quarter does not
exceed the average borrowing cost during the preceding quarter plus the margin, within the prescribed
cap. The maximum variance permitted for individual loans between the minimum and maximum interest
rate is 4%.

(vii) The average interest paid on borrowings and charged by the NBFC-MFI shall be calculated on average
monthly balances of outstanding borrowings and loan portfolio, respectively.

(viii)  Processing charges shall not be more than 1% of gross loan amount. Processing charges need not be
included in the margin cap or the interest cap.

(ix) NBFC-MFIs shall recover only the actual cost of insurance for group, or livestock, life, health for borrower
and spouse. Administrative charges, where recovered, shall be as per applicable IRDA guidelines.

Fair Practices Code

All Applicable NBFCs having customer interface are required to adopt a fair practices code in line with the
guidelines prescribed under the Master Directions. The Master Directions stipulate that such fair practices code
should cover, inter alia, the form and manner of processing of loan applications; loan appraisal and terms and
conditions thereof; and disbursement of loans and changes in terms and conditions of loans. The Master Directions
also prescribe general conditions to be observed by Applicable NBFCs in respect of loans, and requires the board
of directors of Applicable NBFCs to lay down a grievance redressal mechanism. Such fair practices code should
preferably be in vernacular language or language understood by borrowers of the Applicable NBFCs.

Master Direction (Know Your Customer) Directions, 2016 dated February 25, 2016, as amended (the “KYC
Directions”)

The KYC Directions require regulated entities (as defined in such directions) to follow certain customer
identification procedures while undertaking a transaction. These directions are applicable to every entity regulated
by RBI, including scheduled commercial banks, regional rural banks, local area banks, primary (urban) co-
operative banks, state and central co-operative banks, all India financial institutions, NBFCs, miscellaneous non-
banking companies and residuary non-banking companies, amongst others. Every entity regulated thereunder is
required to adopt a ‘know your customer’ (“KYC”) policy, duly approved by its board of directors, which has four
elements, namely, customer acceptance policy; risk management policy; customer identification procedures; and
monitoring of transactions. Regulated entities are required to ensure compliance with the KYC policy through
identifying ‘senior management’ for the purposes of KYC compliance; allocation of responsibility for effective
implementation of policies and procedures; independent evaluation of compliance with KYC and anti-money
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laundering policies and procedures, including legal and regulatory requirements; concurrent/internal audit system
for compliance to verify compliance with KY C and anti-money laundering; and submission of quarterly audit notes
and compliance to the audit committee of the board of directors of the regulated entity.

Master Direction — Monitoring of Frauds in NBFCs (Reserve Bank) Directions, 2016 dated September 29, 2016
(“Monitoring of Frauds Directions”)

The Monitoring of Frauds Directions are applicable to all deposit taking NBFCs and NBFC-ND-SIs, and requires
them to put in place a reporting system for recording of frauds. All frauds are required to be reported to the RBI.
Fraud reports are required to be submitted to the Central Fraud Monitoring Cell of the RBI in case amount of fraud
% 10 million and above. In cases where the amount of fraud is less than ¥10 million, reports shall be sent to the
regional office of the Department of Non-Banking Supervision of the RBI, under whose jurisdiction the registered
office of the related entity falls. The amounts involved in frauds reported by the entity shall be disclosed in its
balance sheet for the year of such reporting. The Monitoring of Frauds Directions also requires submission of a
copy of quarterly reports on frauds outstanding to the regional office of the RBI within 15 days of the end of each
quarter to which it relates, in the format prescribed.

Master Direction — Non-Banking Financial Company Returns (Reserve Bank) Directions, 2016, dated
September 29, 2016 (“Returns Master Direction”)

The Returns Master Direction lists detailed instructions in relation to submission of returns prescribed by the RBI
for various categories of NBFCs, including their periodicity, reporting time, due date, purpose and the purpose of
filing such returns.

Master Direction - Information Technology Framework for the NBFC Sector Directions, dated June 8, 2017
(“IT Framework Directions”)

The IT Framework Directions have been notified with the view of benchmarking the information
technology/information security framework, business continuity planning, disaster recovery management,
information technology (“IT”) audit and other processes to best practices for the NBFC sector. Systemically
important NBFCs (i.e., NBFCs with an asset size of above 5,000 million) are required to comply with the IT
Framework Directions by June 30, 2018. The IT Framework Directions require all systemically important NBFCs
to undertake IT governance through formation of an IT strategy committee and formulation of a board approved
IT policy. They also require systemically important NBFCs to conduct an information system audit at least once in
a year.

Directions on Managing Risks and Code of Conduct in Outsourcing of Financial Services by NBFCs, 2017
dated November 9, 2017 (“Outsourcing Directions”™)

The Outsourcing Directions specify the activities that cannot be outsourced and provide the basis for deciding
materiality of outsourcing. It mandates the regulatory and supervisory requirements and risk management practices
to be complied with by every NBFC before outsourcing its activities.

Guidelines on Risk-based Internal Audit (“RBIA”) System for Select NBFCs and Urban Co-operative Banks
(the “RBIA Guidelines”)

The RBIA for non-deposit taking NBFCs with an asset size of INR 5000 crore and above (the “Applicable
NBFCs”), was mandated by the RBI through its notification dated February 3, 2021 bearing reference number
Do0S.CO.PPG./SEC.05/11.01.005/2020-21. Under the RBIA Guidelines, Applicable NBFCs are required to
implement the RBIA framework by March 31, 2022. The RBIA Guidelines, inter alia, are intended to enhance the
efficacy of internal audit systems and contribute to the overall improvement of governance, risk management and
control processes followed by the Applicable NBFCs. Under the RBIA Guidelines, the board of directors of the
Applicable NBFC must approve a policy clearly documenting the purpose, authority, and responsibility of the
internal audit activity, with a clear demarcation of the role and expectations from risk management function and
the RBIA function. It’s also mandated that the policy be reviewed periodically, and that the internal audit function
not be outsourced. Further, the RBIA Guidelines also require that the risk assessment of business and other
functions of Applicable NBFCs should be conducted at least on an annual basis.
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2. Restrictions in Foreign Ownership applicable to our Company

The Consolidated FDI Policy Circular of 2020 (No. 5(2)/2020) dated October 15, 2020, as amended (“FDI
Policy”) issued by the Department for Promotion of Industry and Internal Trade, Ministry of Commerce and
Industry, Government of India (“DPIIT”)

Foreign investment in NBFCs, carrying on activities approved for FDI, is subject to the conditions specified in
Paragraph 3.8.3.1 of the FDI Policy. Pursuant to the FDI Policy, FDI of up to 100% is permitted under the automatic
route in our Company.

Foreign investment in securities issued by Indian companies, such as us, is also regulated by the RBI, including
through the FEMA.

3. Covid-19 Regulatory Framework

In view of the outbreak of the COVID-19 pandemic, the RBI has issued various circulars and prescribed other
regulatory frameworks and relaxations governing NBFCs to deal with the disruptions caused by the COVID-19
pandemic.

Pursuant to its circular dated March 16, 2020, the RBI provided an indicative list of actions to be taken by NBFCs
as part of their operations and business continuity plans. Among others, the actions included taking steps to share
important instructions/strategy with the staff members at all levels and sensitizing the staff members about
preventive measures/steps to be taken in suspected cases, based on the instructions received from health authorities
from time-to-time, taking stock of critical processes and revisiting business continuity plan in the emerging
situations/scenarios with the aim of continuity in critical interfaces and preventing any disruption of services, due
to absenteeism either driven by the individual cases of infections or preventive measures.

The RBI, pursuant to its circular dated March 27, 2020, announced certain regulatory measures, including, inter
alia, to mitigate the burden of debt servicing brought about by disruptions on account of the COVID-19 pandemic
and to ensure the continuity of viable businesses. In furtherance of such circular, lending institutions were permitted
to grant a moratorium of three months on payment of all instalments (including all (i) principal and/or interest
components; (ii) bullet repayments; (iii) equated monthly instalments; and (iv) credit card dues) falling due between
March 1, 2020 and May 31, 2020 in respect of all term loans (including agricultural term loans, retail and crop
loans) (“Moratorium Period”). Additional relaxations were granted in relation to the calculation of ‘drawing
power’ in respect of working capital facilities sanctioned in the form of cash credit/overdraft (“CC/OD”) to
borrowers. Under the circular, such measures will not be treated as a concession or change in terms and conditions
of loan agreements due to financial difficulty of the borrower under paragraph 2 of the Annexure to the Reserve
Bank of India (Prudential Framework for Resolution of Stressed Assets) Directions, 2019 (“Prudential
Framework”™) and availing of such measures, by itself, shall not result in asset classification downgrade. The
rescheduling of payments, including interest, will not qualify as a default for the purposes of supervisory reporting
and reporting to credit information companies (“CICs”) by the lending institutions. CICs have been instructed to
ensure that the actions taken by lending institutions pursuant to the above announcements do not adversely impact
the credit history of the beneficiaries. The circular also states that wherever the exposure of a lending institution to
a borrower is 50 million or above as on March 1, 2020, the lending institution shall develop an MIS on the reliefs
provided to its borrowers which shall, inter alia, include borrower-wise and credit-facility wise information
regarding the nature and amount of relief granted.

Pursuant to its circular dated May 23, 2020, the RBI further permitted lending institutions (including NBFCs) to
extend the Moratorium Period on payment of all instalments in respect of term loans (including agricultural term
loans, retail and crop loans) by another three months, i.e., from June 1, 2020 to August 31, 2020. Such circular also
permitted certain relaxations in respect of working capital facilities sanctioned in the form of cash credit/overdraft,
lending institutions, subject to certain conditions.

The above measures under the RBI circular dated May 23, 2020, shall be contingent on the lending institutions
satisfying themselves that such measures are necessitated on account of the economic fallout from COVID-19.
Further, accounts provided relief under this relaxation shall be subject to subsequent supervisory review with regard
to their justifiability on account of the economic fallout from COVID-19. Lending institutions accordingly, may
put in place a board approved policy to implement the above measures.
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Further, the RBI through its ‘Statement on Developmental and Regulatory Policies’ dated August 6, 2020, stated
that with the intent to facilitate revival of real sector activities and mitigate the impact on the ultimate borrowers,
provided a window under the Prudential Framework to enable the lenders to implement a resolution plan in respect
of eligible corporate exposures without change in ownership, and personal loans, while classifying such exposures
as standard (as set out under the Prudential Framework) subject to specified conditions. The RBI has also issued a
notification on August 6, 2020 titled ‘Resolution Framework for COVID-19-related Stress’ (“COVID-19
Resolution Framework”). Under the COVID-19 Resolution Framework, lending institutions are required to frame
policies, as approved by their board of directors, for implementation of viable resolution plans for eligible
borrowers pursuant to the COVID-19 Resolution Framework and ensure that the resolution plans under this facility
are extended only to borrowers bearing stress on account of the COVID-19 pandemic.

The RBI, pursuant to its circular dated September 7, 2020 on “Resolution Framework for COVID-19-related Stress
— Financial Parameters”, set out key ratios to be mandatorily considered while finalizing the resolution plans in
respect of resolution framework. Further, it also prescribed sector specific thresholds to be considered by the
lending institutions, intended as floors or ceilings. The resolution plans shall take into account the pre-COVID-19
operating and financial performance of the borrower and impact of COVID-19 on its operating and financial
performance at the time of finalizing the resolution plan, to assess the cash flows in subsequent years, while
stipulating appropriate ratios in each case. Lending institutions are free to consider other financial parameters as
well while finalizing the resolution assumptions in respect of eligible borrowers apart from the above mandatory
key ratios and the sector-specific thresholds that have been prescribed.

Draft Regulatory Framework for NBFCs

On December 9, 2020, the RBI issued a draft circular (the “Draft Dividend Circular”) requesting public comments
thereon. The Draft Dividend Circular proposes certain requirements in relation to:

0] eligibility criteria for declaration of dividend, including minimum thresholds for capital adequacy and
leverage ratio, and limit on NPAs;

(i) NBFCs should comply with the provisions of Section 45 IC of the RBI Act, 1934 and prevailing
regulations/guidelines issued by the RBI;

(iii) proposed dividend should be payable only out of the current year's profit;

(iv) the RBI should not have placed any explicit restrictions on the NBFC on declaration of dividend,;

(V) restrictions upon quantum of dividend payable; and

(vi) reporting.

If the Draft Dividend Circular comes into effect, it shall be applicable to dividends declared for Financial Year
2021 onwards.

The RBI further released a Discussion Paper dated January 22, 2021 on ‘Revised Regulatory Framework for
NBFCs — A Scale Based Approach’ (the “NBFC Discussion Paper”), and has requested public comments thereon.
Under the NBFC Discussion Paper, the regulatory framework for NBFCs is proposed to be based on a four-layered
structure, wherein different categories of NBFCs, based on certain identified parameters (size, leverage,
interconnectedness, complexity, and supervisory inputs) would be subject to proportionately higher regulation. The
NBFC Discussion Paper contemplates the following layers of NBFCs:

(i) Base Layer (“NBFC-BL”): Proposed to consist of NBFCs currently classified as non-systemically
important NBFCs, along with NBFCs that are Type | NBFCs, Non-Operative Financial Holding
Companies, peer to peer lending platforms and account aggregators. NBFC-BLs shall largely continue to
be subject to regulations currently applicable to non-deposit taking NBFCs.

(i) Middle Layer (“NBFC-ML”): Proposed to consist of all non-deposit taking NBFCs classified currently
as NBFC-ND-SI and all deposit-taking NBFCs, excluding NBFCs in the Upper Layer. Further, NBFCs
that are housing finance companies, infrastructure finance companies, infrastructure debt funds,
standalone primary dealers and core investment companies, irrespective of their asset size, will be
populated in this layer. NBFC-MLs shall largely continue to be subject to regulations currently applicable
to NBFC-ND-SIs and deposit-taking NBFCs, as well as regulations applicable to NBFC-BLs as well.
Certain measures under the proposed regulatory framework in relation to NBFC-MLs include:

167



. aligning credit concentration norms for NBFCs with those applicable to banks, by merging the
currently applicable lending and investment concentration limits into a single exposure limit of
25% for single borrower and 40% for group of borrowers anchored to the NBFC’s Tier 1 capital;

. introducing a requirement for NBFCs to have a policy approved by their respective boards of
directors on internal capital adequacy assessment process;

. prescribing limit on initial public offer financing of 10 million per individual;

. regulatory restrictions on lending by NBFCs; and

. mandatory requirement for appointment of a functionally independent chief compliance officer.

(iii) Upper Layer (“NBFC-UL”): Proposed to consist of only those NBFCs which are specifically identified
as systemically significant among NBFCs, based on specified parameters. The top 10 NBFCs by asset size
would be included in this layer, and the applicable threshold for classification would be determined
pursuant to parametric analysis. NBFC-ULs would be subject to regulations applicable to NBFC-MLs as
well.

(iv) Top Layer: Proposed to consist of NBFCs judged to be extreme in supervisory risk perception by the
RBI. NBFCs in this layer will be subject to higher capital charge, including capital conservation buffers
and there will be enhanced and more intensive supervisory engagement with such NBFCs.

In addition to the above, the Discussion Paper also provides for other listing, corporate governance and disclosure
requirements for each layer of NBFCs. The NBFC Discussion Paper does not provide the details of the proposed
regulations, and only discusses proposed re