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SECTION I - GENERAL

DEFINITIONS AND ABBREVIATIONS

This Draft Shelf Prospectus uses certain definitions and abbreviations which, unless the context otherwise indicates or
implies, shall have the meaning ascribed to such definitions and abbreviations set forth herein. References to any
legislation, act, regulation, rules, guidelines, clarifications or policies shall be to such legislation, act, regulation, rules,
guidelines, clarifications or policies as amended, supplemented or re-enacted from time to time until the date of this
Draft Shelf Prospectus, and any reference to a statutory provision shall include any subordinate legislation notified from
time to time pursuant to such provision.

Unless the context otherwise indicates, all references in this Draft Shelf Prospectus to “we” or “us” or “our” are to our
Company i.e., CreditAccess Grameen Limited. Unless the context otherwise indicates, all references in this Draft Shelf
Prospectus to “Subsidiaries” shall mean Subsidiaries of our Company namely, Madura Micro Finance Limited, Madura
Micro Education Private Limited and CreditAccess India Foundation.

The words and expressions used in this Draft Shelf Prospectus but not defined herein shall have, to the extent applicable,
the same meaning ascribed to such words and expressions under the SEBI NCS Regulations, the Companies Act, 2013,
the SCRA, the Depositories Act and the rules and regulations notified thereunder.

General Terms

Term

Description

“CA Grameen”
“Company” or “the Issuer”

or

CreditAccess Grameen Limited, a public limited company incorporated under the
Companies Act, 1956, and having its Registered Office at New No. 49 (Old No. 725),
46th Cross, 8th Block, Jayanagar, Next to Rajalakshmi Kalyana Mantap, Bengaluru 560
071, Karnataka, India.

“CAI” or “Promoter”

CreditAccess India N.V (formerly CreditAccess Asia N.V.) is a company with limited
liability governed by the laws of the Netherlands, having its corporate seat in Amsterdam,
the Netherlands, registered with the Commercial Register of the Dutch Chamber of
Commerce under number 60281758

MMFL

Madura Micro Finance Limited

Company Related Terms

Term

Description

Atrticles or Articles of
Association or AOA

Acrticles of Association of our Company

Audit Committee

Audit committee of the Board of Directors of our Company, constituted in accordance
with applicable laws

Auditors or Statutory
Auditors or Joint Auditors or
Joint Statutory Auditors

The current joint statutory auditors of our Company, Deloitte Haskins & Sells and PKF
Sridhar & Santhanam LLP for Fiscal 2022.

Board or Board of Directors
or our Board or our Board of
Directors

Board of Directors of our Company or any duly constituted committee thereof.

Corporate Social
Responsibility Committee

Corporate social responsibility committee of the Board of Directors of our Company,
constituted in accordance with applicable laws

Committee

A committee constituted by the Board, from time to time.

Directors

Directors of our Company

EBI Committee

Executive, Borrowings & Investment Committee of the Board of Directors of our
Company, constituted by Board of Directors of the Company

Equity Shares

Equity shares of the Company of face value of 10 each

ESOPs Employee stock options

Group Company(ies) Scimergent Analytics and Education Private Limited and Scisphere Analytics India
Private Limited

Gross Book Total assets under management

Independent Director(s)

The independent director(s) on our Board, in terms of Section 2(47) and Section 149(6)
of the Companies Act, 2013 and 16(1)(b) of the SEBI Listing Regulations




Term

Description

India Ratings

India Ratings & Research Private Limited

JLG

Joint Liability Group

KMP / Key Managerial
Personnel

Key managerial personnel of our Company as disclosed in this Draft Shelf Prospectus and
appointed in accordance with Section 203, as defined under Section 2(51) of the
Companies Act, 2013

Limited Review Financials /
Limited Review Financial
Results/ Unaudited Interim
Financial Results

The Unaudited Standalone Financial Results and Unaudited Consolidated Financial
Results for the quarter ended June 30, 2022 prepared in accordance with Indian
Accounting Standards (Ind AS) as per the Companies (Indian Accounting Standards)
Rules, 2015 (as amended from time to time) and notified under Section 133 of the
Companies Act, 2013 and presented in accordance with the requirements of the SEBI
LODR Regulations.

Loan Book

Loan book containing loans and advances to the borrowers.

Loans Book (Net)

Loan Book net of expected credit loss allowance.

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

Memorandum of association of our Company

Nomination and
Remuneration Committee

Nomination and remuneration committee of the Board of Directors of our Company,
constituted in accordance with applicable laws

Networth

As defined in Section 2(57) of the Companies Act, 2013, as follows:

“Networth means the aggregate value of the paid-up share capital and all reserves
created out of the profits, securities premium account and debit or credit balance of profit
and loss account, after deducting the aggregate value of the accumulated losses, deferred
expenditure and miscellaneous expenditure not written off, as per the audited balance
sheet but does not include reserves created out of revaluation of assets, write back of
depreciation and amalgamation.”

Promoter Group

Includes such persons and entities constituting the promoter group of our Company
pursuant to Regulation 2(1)(pp) of the SEBI ICDR Regulations.

Reformatted Financial
Information

Collectively, Reformatted Standalone Financial Information and Reformatted
Consolidated Financial Information

Reformatted Standalone
Financial Information

The reformatted standalone statement of assets and liabilities of our Company as at March
31, 2022, March 31, 2021 and March 31, 2020 and the reformatted standalone statement
of profit and loss for the year ended March 31, 2022, March 31, 2021 and March 31, 2020
and the reformatted standalone statement of changes in equity for the year ended March
31, 2022, March 31, 2021 and March 31, 2020 and the reformatted standalone statement
of cash flows for the year ended March 31, 2022, March 31, 2021 and March 31, 2020
and the related summary statement of significant accounting policies, as examined by our
Joint Statutory Auditors.

Our audited standalone financial statements as at and for the year ended March 31, 2022,
March 31, 2021 and March 31, 2020 form the basis for such Reformatted Standalone
Financial Information

Reformatted Consolidated
Financial Information

The reformatted consolidated statement of assets and liabilities of our Company for the
year ended March 31, 2022, March 31, 2021 and March 31, 2020 and the reformatted
consolidated statement of profit and loss for the year ended March 31, 2022, March 31,
2021 and March 31, 2020 and the reformatted consolidated statement of changes in equity
for the year ended March 31, 2022, March 31, 2021 and March 31, 2020 and the
reformatted consolidated statement of cash flows for the year ended March 31, 2022,
March 31, 2021 and March 31, 2020 and the related summary statement of significant
accounting policies.

Our audited consolidated financial statements for the year ended March 31, 2022, March
31, 2021 and March 31, 2020 form the basis for such Reformatted Consolidated Financial
Information

Registered Office /
Corporate Office

The registered office and corporate office of our Company is situated at New No. 49 (Old
No. 725), 46th Cross, 8th Block, Jayanagar, Next to Rajalakshmi Kalyana Mantap,
Bengaluru 560 071, Karnataka, India.

Risk Management
Committee

Risk Management Committee of the Board of Directors




Term

Description

RoC/ Registrar of Companies

Registrar of Companies, Karnataka at Bengaluru

Shareholders

The holders of the Equity Shares of the Company from time to time

Stakeholders’ Relationship
Committee

Stakeholders’ relationship committee as constituted by the Board of Directors, constituted
in accordance with applicable laws

Total Borrowing(s)/ Total
Debt

Debt securities plus borrowings (other than debt securities), subordinated liabilities and
deposits.

Issue Related Terms

Term

Description

Abridged Prospectus

A memorandum containing the salient features of the Shelf Prospectus and relevant
Tranche Prospectus

Acknowledgement Slip/
Transaction Registration
Slip/ TRS

The slip or document issued by the Designated Intermediary to an Applicant as proof of
registration of the Application Form

A. K. Capital/ Lead
Manager

A. K. Capital Services Limited

Allotment Advice

The communication sent to the Allottees conveying the details of NCDs allotted to the
Allottees in accordance with the Basis of Allotment

“Allotment”, “Allot” or
Allotted

Unless the context otherwise requires, the issue and allotment of NCDs to the successful
Applicants pursuant to the Issue

Allottee(s)

The successful Applicant to whom the NCDs are Allotted either in full or part, pursuant
to the Issue

“Applicant” or “Investor”

Any person who applies for issuance and Allotment of NCDs through ASBA process or
through UPI Mechanism pursuant to the terms of this Draft Shelf Prospectus, the Shelf
Prospectus, the relevant Tranche Prospectus, the Abridged Prospectus and the
Application Form for any Tranche Issue.

“Application” or “ASBA
Application” or “ASBA”

An application (whether physical or electronic) to subscribe to the NCDs offered pursuant
to the Issue by submission of a valid Application Form and authorising an SCSB to block
the Application Amount in the ASBA Account or to block the Application Amount using
the UPI Mechanism, where the Bid Amount will be blocked upon acceptance of UPI
Mandate Request by retail investors for an Application Amount of upto ¥ 500,000 which
will be considered as the application for Allotment in terms of the Shelf Prospectus and
the relevant Tranche Prospectus.

Application Amount

The aggregate value of the NCDs applied for, as indicated in the Application Form for
the respective Tranche Issue

Application Form / ASBA
Form

Form in terms of which an Applicant shall make an offer to subscribe to NCDs through
the ASBA process or through the UPI Mechanism and which will be considered as the
Application for Allotment of NCDs in terms of Shelf Prospectus and the relevant Tranche
Prospectus.

ASBA Account

An account maintained with a SCSB and specified in the Application Form which will be
blocked by such SCSB to the extent of the Application Amount mentioned in the
Application Form by an Applicant and will include a bank account of a retail individual
investor linked with UPI, for retail individual investors submitting application value upto
Z500,000

ASBA Applicant

Any Applicant who applies for NCDs through the ASBA process

ASBA Circular

Circular no. CIR/DDHS/P/121/2018 issued by SEBI on August 16, 2018

Banker(s) to the Issue

Collectively Public Issue Account Bank, Refund Bank and Sponsor Bank

Base Issue Size

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Basis of Allotment

The basis on which NCDs will be allotted to applicants as described in “Issue Procedure
— Basis of Allotment” on page 530.

Bidding Centres

Centres at which the Designated Intermediaries shall accept the Application Forms, i.e.,
Designated Branches of SCSB, Specified Locations for Members of the Syndicate,
Broker Centres for Registered Brokers, Designated RTA Locations for RTAs and
Designated CDP Locations for CDPs

Broker Centres

Broker centres notified by the Stock Exchange where Applicants can submit the ASBA
Forms (including ASBA Forms under UPI in case of UPI Investors) to a Registered
Broker. The details of such Broker Centres, along with the names and contact details of




Term

Description

the Trading Members are available on the website of the Stock Exchanges at
www.bseindia.com and www.nseindia.com.

Category |
(Institutional Investors)

e Public financial institutions, scheduled commercial banks, Indian multilateral and
bilateral development financial institutions which are authorised to invest in the
NCDs;

e Provident funds and pension funds each with a minimum corpus of X 25 crores,
superannuation funds and gratuity funds, which are authorised to invest in the NCDs;

e Alternative Investment Funds, subject to investment conditions applicable to them

under the Securities and Exchange Board of India (Alternative Investment Funds)

Regulations, 2012;

Resident Venture Capital Funds registered with SEBI;

Insurance companies registered with the IRDAI;

State industrial development corporations;

Insurance funds set up and managed by the army, navy, or air force of the Union of

India;

¢ Insurance funds set up and managed by the Department of Posts, the Union of India;

o Systemically Important Non-Banking Financial Company registered with the RBI and
having a net-worth of more than T 500 crores as per the last audited financial
statements;

o National Investment Fund set up by resolution no. F.No. 2/3/2005-DDII dated
November 23, 2005 of the Government of India published in the Gazette of India; and

e Mutual funds registered with SEBI.

Category Il
(Non-Institutional Investors)

e Companies within the meaning of Section 2(20) of the Companies Act, 2013;

e Statutory bodies/ corporations and societies registered under the applicable laws in
India and authorised to invest in the NCDs;

o Co-operative banks and regional rural banks;

e Trusts including public/private charitable/religious trusts which are authorised to
invest in the NCDs;

¢ Scientific and/or industrial research organisations, which are authorised to invest in
the NCDs;

o Partnership firms in the name of the partners; and

e Limited liability partnerships formed and registered under the provisions of the
Limited Liability Partnership Act, 2008 (No. 6 of 2009).

e Association of Persons; and

e Any other incorporated and/ or unincorporated body of persons

Category Il (High Net
Worth Individual Investors)

Resident Indian individuals or Hindu Undivided Families through the Karta applying for
an amount aggregating to above % 1,000,000 across all options of NCDs in the Issue

Category 1V
(Retail Individual Investors)

Resident Indian individuals or Hindu Undivided Families through the Karta applying for
an amount aggregating up to and including % 1,000,000 across all options of NCDs in the
Issue and shall include Retail Individual Investors, who have submitted bid for an amount
not more than X 500,000 in any of the bidding options in the Issue (including HUFs
applying through their Karta and does not include NRIs) though UPI Mechanism.

CIBIL

TransUnion CIBIL Limited

Client ID

Client identification number maintained with one of the Depositories in relation to the
demat account

“Collecting Depository
Participant” or “CDP”

A depository participant as defined under the Depositories Act, 1996, registered with
SEBI and who is eligible to procure Applications in the Issue, at the Designated CDP
Locations in terms of the SEBI Operational Circular

Collecting Registrar and
Share Transfer Agents or
CRTAs

Registrar and share transfer agents registered with SEBI and eligible to procure
Applications, at the Designated RTA Locations

Consortium Agreement

Consortium Agreement to be entered between the Company, Lead Manager and
Consortium Member as specified in the relevant Tranche Prospectus for each Tranche
Issue.

Consortium Member

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Consortium / Members of
the Consortium / Members

The Lead Manager and the Consortium Member




Term

Description

of Syndicate (each
individually, a Member of
the Consortium)

Coupon/ Interest Rate

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Credit Rating Agency

India Ratings & Research Private Limited

Debenture Trust Deed

The trust deed to be entered into between the Debenture Trustee and our Company which
shall be executed in relation to the NCDs within the time limit prescribed by applicable
statutory and/or regulatory requirements, including creation of appropriate security, in
favour of the Debenture Trustee for the NCD Holders on the assets adequate to ensure
110% security cover for the principal amount outstanding under the NCDs and the interest
due thereon issued pursuant to the Issue.

Debenture Trustee/ Trustee

Trustees for the NCD holders in this case being Catalyst Trusteeship Limited

Debenture Trustee
Agreement

Agreement dated September 19, 2022 entered into between the Debenture Trustee and
the Company wherein the appointment of the Debenture Trustee to the Issue, is agreed
between our Company and the Debenture Trustee

Deemed Date of Allotment

The date on which the EBI Committee approves the Allotment of the NCDs for each
Tranche Issue or such date as may be determined by the EBI Committee thereof and
notified to the Designated Stock Exchange. The actual Allotment of NCDs may take place
on a date other than the Deemed Date of Allotment. All benefits relating to the NCDs
including interest on NCDs (as specified for each Tranche Issue by way of the relevant
Tranche Prospectus) shall be available to the Debenture Holders from the Deemed Date
of Allotment.

Demographic Details

The demographic details of the Applicants such as their respective addresses, email, PAN,
investor status, MICR Code and bank account detail

Depository(ies)

National Securities Depository Limited and /or Central Depository Services (India)
Limited

Designated Branches

Such branches of the SCSBs which shall collect the Application Forms, a list of which is
available on the website of the SEBI at
http://www.sebi.gov.in/sebi_data/attachdocs/1365051213899.html or
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=
yes&intmld=34 or at such other weblink as may be prescribed by SEBI from time to time

Designated CDP Locations

Such locations of the CDPs where Applicants can submit the ASBA Forms, a list of
which, along with names and contact details of the Collecting Depository Participants
eligible to accept ASBA Forms are available on the website of the Stock Exchanges at
www.bseindia.com and www.nseindia.com

Designated Date

The date on which the funds blocked by the SCSBs are transferred from the ASBA
Accounts to the Public Issue Account and/or the Refund Account, as appropriate, after
finalisation of the Basis of Allotment, in terms of the Shelf Prospectus and relevant
Tranche Prospectus following which the NCDs will be Allotted in the Issue

Designated Intermediaries

Collectively, members of the Consortium, Sub-Consortium/agents, Trading Members,
agents, SCSBs, Registered Brokers, CDPs and RTAs, who are authorised to collect
Application Forms from the Applicants in the Issue.

In relation to ASBA applicants authorising an SCSB to block the amount in the ASBA
Account, Designated Intermediaries shall mean SCSBs.

In relation to ASBA applicants submitted by Retail Individual Investors where the amount
was blocked upon acceptance of UPI Mandate Request using the UPI Mechanism,
Designated Intermediaries shall mean the CDPs, RTAs, Lead Manager, Members of the
Consortium, Trading Members and Stock Exchange where applications have been
submitted through the app/web interface as provided in the UP1 Mechanism Circular.

Designated RTA Locations

Such locations of the CRTAs where Applicants can submit the ASBA Forms to CRTAs,
a list of which, along with names and contact details of the CRTAs eligible to accept
ASBA Forms available on the websites of the respective Stock Exchanges at
www.bseindia.com and www.nseindia.com and updated from time to time.

Designated Stock Exchange

The designated stock exchange for the Issue, being the National Stock Exchange of India
Limited

Direct Online Application

An online interface enabling direct applications through UPI by an app based/web
interface, by investors to a public issue of debt securities with an online payment facility



http://www.bseindia.com/

Term

Description

Draft Shelf Prospectus

This Draft Shelf Prospectus dated September 23, 2022 filed with the Stock Exchanges for
receiving public comments and with, SEBI in accordance with the provisions of the
Companies Act, 2013 and the SEBI NCS Regulations

Interest Payment Date /
Coupon Payment Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Issue

Public Issue by the Company of Secured, Rated, Listed, Redeemable, Non-Convertible
Debentures of face value X 1,000 Each (“NCDs” or “Debentures”), for an amount
aggregating up to 1,500 crores (“Shelf Limit”), hereinafter referred to as the “Issue”
pursuant to the Shelf Prospectus and the relevant Tranche Prospectus. The NCDs will be
issued in one or more tranches, on terms and conditions as set out in the relevant Tranche
Prospectus for any tranche (each such tranche of issuance, a “Tranche Issue”) which
should be read with the Shelf Prospectus. The Issue is being made pursuant to the
provisions of SEBI NCS Regulations, The Companies Act, 2013 and rules made
thereunder as amended to the extent notified and the SEBI Operational Circular.

Issue Agreement

The Issue Agreement dated September 23, 2022 entered between the Company and A.K.
Capital Services Limited, the Lead Manager to the Issue

Issue Closing Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Issue Opening Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Issue Period

The period between the Issue Opening Date and the Issue Closing Date inclusive of both
days, during which prospective Applicants can submit their Application Forms as
provided in the respective Tranche Prospectus

Lead Manager

A.K. Capital Services Limited

Listing Agreement

The uniform listing agreement entered into between our Company and the Stock
Exchanges in connection with the listing of debt securities of our Company

Market Lot

1 (One) NCD

Mobile App(s)

The mobile applications listed on the website of Stock Exchanges as may be updated from
time to time, which may be used by RIBs to submit Bids using the UPI Mechanism

“Maturity Date” or
“Redemption Date”

As specified in the relevant Tranche Prospectus for each Tranche Issue.

NCDs / Debentures

Secured, rated, listed, redeemable, non-convertible debentures of face value of ¥ 1,000
each, aggregating up to X 1,500 crore (“Shelf Limit”) offered through this Draft Shelf
Prospectus, the Shelf Prospectus and the relevant Tranche Prospectus

NCD Holders/ Debenture
Holder

Any debenture holder who holds the NCDs issued pursuant to this Issue and whose name
appears on the beneficial owners list provided by the Depositories.

OCB or Overseas Corporate
Body

A company, partnership, society or other corporate body owned directly or indirectly to
the extent of at least 60% (sixty percent) by NRIs including overseas trusts, in which not
less than 60% (sixty percent) of beneficial interest is irrevocably held by NRIs directly or
indirectly and which was in existence on October 3, 2003 and immediately before such
date had taken benefits under the general permission granted to OCBs under the FEMA.
OCB:s are not permitted to invest in the Issue

Offer Document

This Draft Shelf Prospectus, the Shelf Prospectus, relevant Tranche Prospectus, the
Abridged Prospectus, the Application Form and supplemental information, if any, read
with any notices, corrigenda and addenda thereto

Public Issue Account

As specified in the relevant Tranche Prospectus for each Tranche Issue

Public Issue Account and
Sponsor Bank Agreement

Agreement to be entered into amongst our Company, the Registrar to the Issue, the Public
Issue Account Bank, the Refund Bank and the Sponsor Bank and the Lead Manager for
the appointment of the Sponsor Bank in accordance with the SEBI Operational Circular
for collection of the Application Amounts from ASBA Accounts and where applicable,
refunds from the amounts collected from the Applicants on the terms and conditions
thereof.

Public Issue Account Bank

Banks which are clearing members and registered with SEBI under the Securities and
Exchange Board of India (Bankers to an Issue) Regulations, 1994, with whom the Public
Issue Account will be opened and as specified in the relevant Tranche Prospectus for each
Tranche Issue

Record Date

The record date for payment of interest in connection with the NCDs or repayment of
principal in connection therewith shall be 15 (fifteen) trading days prior to the date on
which interest is due and payable, and/or the date of redemption or such other date under
the relevant Tranche Prospectus as may be determined by the EBI Committee. Provided




Term

Description

that trading in the NCDs shall remain suspended between the aforementioned Record
Date in connection with redemption of NCDs and the date of redemption or as prescribed
by the Stock Exchange, as the case may be.

In case Record Date falls on a day when Stock Exchange are having a trading holiday,
the immediate subsequent trading day or a date notified by our Company to the Stock
Exchange will be deemed as the Record Date.

Recovery Expense Fund

A fund to be created by our Company with the Designated Stock Exchange in the manner
as specified by SEBI in circular no. SEBI/HO/MIRSD/CRADT/CIR/P/2020/207 dated
October 22, 2020 as amended from time to time which is equal to 0.01% of the issue size,
subject to a maximum deposit of ¥25,00,000 at the time of making the application for
listing of NCDs.

Refund Account

Account to be opened with the Refund Bank from which refunds, if any, of the whole or
any part of the Application Amount

Redemption Amount

As specified in relevant Tranche Prospectus.

Redemption Date

The date on which our Company is liable to redeem the NCDs in full as specified in the
relevant Tranche Prospectus

Refund Bank

The Banker(s) to the Issue with whom the Refund Account will be opened and as
specified in the relevant Tranche Prospectus.

Register of NCD holders

The register of NCD holders maintained by the Issuer/RTA in accordance with the
provisions of the Companies Act, 2013 and by the Depositories in case of NCDs held in
dematerialised form, and/or the register of NCD holders maintained by the Registrar

Registrar Agreement

Agreement dated September 13, 2022 entered into between the Issuer and the Registrar
under the terms of which the Registrar has agreed to act as the Registrar to the Issue

Registered Brokers

Stock brokers registered with SEBI under the Securities and Exchange Board of India
(Stock Brokers) Regulation, 1992 and the stock exchange having nationwide terminals,
other than the Members of the Syndicate and eligible to procure Applications from
Applicants

Registrar to the Issue or
Registrar

KFIN Technologies Limited

Resident Individual

An individual who is a person resident in India as defined in the FEMA

“Registrar and Share
Transfer Agents” or “RTASs”

Registrar and share transfer agents registered with SEBI and eligible to procure
Application in the Issue

Security

The principal amount of the NCDs to be issued in terms of this Draft Shelf Prospectus
together with all interest due and payable on the NCDs, thereof shall be secured by an
exclusive charge by way of hypothecation of identified book debts of the Company,
created in favour of the Debenture Trustee, as specifically set out in and fully described
in the Debenture Trust Deed, such that a security cover to the extent of 1.10 times of the
outstanding principal amounts of the NCDs and all interest due and payable thereon is
maintained at all times until the Maturity Date.

“Self-Certified Syndicate
Banks” or “SCSBs”

The banks registered with SEBI, offering services in relation to ASBA, a list of which is
available on the website of SEBI at
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes for ASBA
and
https://sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40 for
UPI, updated from time to time and at such other websites as may be prescribed by SEBI
from time to time.

Series/Option

As specified in the relevant Tranche Prospectus for each Tranche Issue

Shelf Limit

The aggregate limit of the Issue, being 2 1,500 crore to be issued pursuant to this Draft
Shelf Prospectus, Shelf Prospectus through one or more Tranche Issues.

Shelf Prospectus

The Shelf Prospectus that shall be filed by our Company with the SEBI, BSE, NSE and
the RoC in accordance with the provisions of the Companies Act, 2013 and the SEBI
NCS Regulations.

The Shelf Prospectus shall be valid for a period as prescribed under section 31 of the
Companies Act, 2013.

“Specified Cities” or
“Specified Locations”

Bidding centres where the Members of the Syndicate shall accept Application Forms from
Applicants, a list of which is available on the website of the SEBI
athttps://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and
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updated from time to time and at such other websites as may be prescribed by SEBI from
time to time.

Sponsor Bank

A Banker to the Issue, registered with SEBI, which is appointed by the Issuer 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 investors into the UPI for
retail individual investors applying through the app/web interface of the Stock
Exchange(s) with a facility to block funds through UPI Mechanism for application value
upto ¥ 5,00,000 and carry out any other responsibilities in terms of the UPI Mechanism
Circular and as specified in this Draft Shelf Prospectus.

“Stock Exchanges” or
“Exchanges”

NSE and BSE

Syndicate ASBA

Applications through the Syndicate or the Designated Intermediaries

Syndicate ASBA
Application Locations

ASBA Applications through the Lead Manager, Consortium Member, the Trading
Members of the Stock Exchanges or the Designated Intermediaries.

Syndicate Bidding Centres

Syndicate Bidding Centres established for acceptance of Application Forms

Syndicate SCSB Branches

In relation to ASBA Applications submitted to a Member of the Syndicate, such branches
of the SCSBs at the Syndicate ASBA Application Locations named by the SCSBs to
receive deposits of the Application Forms from the members of the Syndicate, and a list
of which is available on http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised
Intermediaries or at such other website as may be prescribed by SEBI from time to time.

Tenor

Tenor shall mean the tenor of the NCDs as specified in relevant Tranche- Prospectus for
each Tranche Issue.

Trading Members

Intermediaries registered with a lead broker or a sub-broker under the SEBI (Stock
Brokers) Regulations, 1992 and/or with the Stock Exchange(s) under the applicable
byelaws, rules, regulations, guidelines, circulars issued by Stock Exchange(s) from time
to time and duly registered with the Stock Exchange for collection and electronic upload
of Application Forms on the electronic application platform provided by Stock
Exchange(s).

Transaction Documents

Transaction documents shall mean this Draft Shelf Prospectus, the Shelf Prospectus and
the relevant Tranche Prospectus(es) read with any notices, corrigenda, addenda thereto,
Abridged Prospectus, Issue Agreement, Registrar Agreement, Debenture Trustee
Agreement, Deed of Hypothecation, Debenture Trust Deed, Tripartite Agreements,
Consortium Agreement, Public Issue Account and Sponsor Bank Agreement, Tripartite
Agreements executed or to be executed by our Company, as the case may be. For further
details please see the section titled, “Material Contracts and Documents for Inspection”
on page 582.

Tripartite Agreements

Tripartite Agreement dated April 10, 2014 entered into between our Company, the
Registrar to the Issue and NSDL and Tripartite Agreement dated December 26, 2017
entered into between our Company, the Registrar to the Issue and CDSL for offering
demat option to the NCD Holders.

“UPI” or “UPI Mechanism”

Unified Payments Interface mechanism in accordance with SEBI Operational Circular to
block funds for application value up to X 5,00,000 submitted through intermediaries,
namely the Registered Stock brokers, Consortium Member, Registrar and Transfer Agent
and Depository Participants.

UPI ID

Identification created on the UPI for single-window mobile payment system developed
by the National Payments Corporation of India.

UPI Application Limit

Maximum limit to utilize the UPI mechanism to block the funds for application value up
to ¥ 500,000 for issues of debt securities pursuant to SEBI circular
SEBI/HO/DDHS/P/CIR/2022/0028 dated March 8, 2022 or any other investment limit,
as applicable and prescribed by SEBI from time to time

“UPI Mandate Request” or
“Mandate Request”

A request initiated by the Sponsor Bank on the Retail Individual Investor to authorize
blocking of funds in the relevant ASBA Account through the UPI mobile app/web
interface (using UP1 Mechanism) equivalent to the bid amount and subsequent debit of
funds in case of allotment.

Wilful Defaulter(s)

Includes wilful defaulters as defined under Regulation 2(1)(lll) of the Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018 which includes a person or a company who or which is categorized as a wilful
defaulter by any bank or financial institution (as defined under the Companies Act, 2013)
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or consortium thereof, in accordance with the guidelines on wilful defaulters issued by
the Reserve Bank of India and includes a company whose director or promoter is
categorized as a wilful defaulter.

Working Day

Working day means all days on which commercial banks in Mumbai, are open for
business. In respect of announcement or bid/issue period, working day shall mean all
days, excluding Saturdays, Sundays and public holidays, on which commercial banks in
Mumbai are open for business. Further, in respect of the time period between the bid/
issue closing date and the listing of the NCDs on the Stock Exchange, working day shall
mean all trading days of the Stock Exchange for NCD, excluding Saturdays, Sundays and
bank holidays, as specified by SEBI.

Conventional and General Terms or Abbreviations

Term/ Abbreviation

Description/Full Form

“%37, “Rupees”' ‘(INR’? Or
“Indian Rupees”

The lawful currency of the Republic of India

“Us$”, “USD”, and “U.S.
Dollars”

The lawful currency of the United States of America

ACH Automated Clearing House

AGM Annual General Meeting

ALM Asset Liability Management

ALM Guidelines Guidelines for ALM system in relation to NBFCs
AMC Asset Management Company

AS or Accounting Standards

Accounting standards as prescribed by Section 133 of the Companies Act, 2013 read with
Rule 7 of the Companies (Accounts) Rules, 2014as amended from time to time

AlF An alternative investment fund as defined in and registered with SEBI under the
Securities and Exchange Board of India (Alternative Investment Funds) Regulations,
2012 as amended from time to time

ASBA Application Supported by Blocked Amounts

AUM Assets Under Management

Bankruptcy Code The Insolvency and Bankruptcy Code, 2016

BSE BSE Limited

CAGR Compounded annual growth rate over a specified period of time of a given value (the
year-over-year growth rate)

CDSL Central Depository Services (India) Limited

CIN Corporate Identification Number

Companies Act/ Companies
Act, 2013

Companies Act, 2013 and the rules made thereunder

CPC Code of Civil Procedure, 1908

CRAR Capital to risk-weighted assets ratio means (Tier | Capital + Tier Il Capital)/ Total Risk
Weighted Assets *100

CRIF CRIF High Mark Credit Information Services Private Limited

CRIF Report MicroLend Quarterly Publication on Microfinance Lending Volume XIX Mar 2022 by
CRIF

CrPC Code of Criminal Procedure, 1973

CSR Corporate Social Responsibility

CYy Calendar Year

Depositories

CDSL and NSDL

Depositories Act

Depositories Act, 1996

Depository(ies) NSDL and /or CDSL

DIN Director Identification Number

“DP” or “Depository Depository Participant as defined under the Depositories Act, 1996

Participant”

DT Circular Circular no. SEBI/HO/MIRSD/CRADT/CIR/P/2020/218 issued by SEBI on November
3, 2020, as amended from time to time

DRR Debenture Redemption Reserve

EGM Extraordinary General Meeting




Term/ Abbreviation

Description/Full Form

EIR

Effective interest rate

EOW Economic Offences Wing
FDI Foreign Direct Investment
FEMA Foreign Exchange Management Act, 1999, as amended from time to time

FEMA Regulations/
FEMAZ20I

FEMA (Non-debt Instruments) Rules, 2019, as amended from time to time

Fll

Foreign Institutional Investor(s)

FPI

Foreign Portfolio Investor as defined and registered under the SEBI (Foreign Portfolio
Investors) Regulations, 2019, as amended from time to time.

“Financial Year”, “Fiscal”
or “FY” or “for the year
ended”

Period of 12 months ended March 31 of that particular year

FIR First Information Report

GDP Gross Domestic Product

GKFSL Grameen Koota Financial Services Limited
GKFSPL Grameen Koota Financial Services Private Limited
“Government” Government of India

G-Sec Government Securities

GST Goods and Services Tax

HNI High Net worth Individual

HFC Housing Finance Company

HUF Hindu Undivided Family

IBC Insolvency and Bankruptcy Code, 2016
ICAI Institute of Chartered Accountants of India
ICRA ICRA Limited

ICRA Industry Reports

e ICRA Report on “Indian Microfinance Sector: Portfolio growth and profitability to
revive in FY2023; impact of third wave remains monitorable” dated January 2022;

e ICRA Report on “Indian Microfinance Industry: RBI’s regulatory changes to create
level playing field and provide more flexibility to NBFC-MFIs; however, increased
indebtedness limit poses risk of overleveraging” dated March 2022;

e ICRA Report on “Indian Microfinance Sector: AUM growth and profitability to
revive in FY2023” dated March 2022 ICRA Report on “Indian Microfinance
Industry” dated March 2022,

IEPF

Investor Education and Protection Fund

IFRS

International Financial Reporting Standards

“Income Tax Act” or “IT
Act”

Income Tax Act, 1961

Ind AS Indian Accounting Standards as prescribed by Section 133 of the Companies Act, 2013
and notified by the Ind AS Rules

Ind AS Rules Indian Accounting Standards as per the Companies (Indian Accounting Standards) Rules,
2015 (as amended from time to time) and notified under Section 133 of the Companies
Act, 2013

India Republic of India

IPC Indian Penal Code, 1860

IRDAI Insurance Regulatory and Development Authority of India

IT Information Technology

ITR Income Tax Returns

KYC Know Your Customer

LEI Legal Entity Identifier

LLP Limited Liability Partnership

LLP Act Limited Liability Partnership Act, 2008

MCA Ministry of Corporate Affairs, Government of India

MICR Magnetic Ink Character Recognition

MFIN Microfinance Institutions Network

MFIN Report Issue 41 Micrometer Data report dated March 31, 2022

MLD Market Linked Debentures

MTM Mark to market
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Term/ Abbreviation

Description/Full Form

Mutual Funds

A mutual fund registered with SEBI under the SEBI (Mutual Funds) Regulations, 1996

NACH National Automated Clearing House

NHB National Housing Bank

NHB Act National Housing Bank Act, 1987

NAV Net Asset Value

NBFC Non-Banking Financial Company, as defined under Section 45-1A of the RBI Act
NEFT National Electronic Fund Transfer

NRI Non-resident Indian

NSE National Stock Exchange India Limited
NSDL National Securities Depository Limited

p.a. Per annum

PAN Permanent Account Number

PAT Profit After Tax

PCR Provisioning Coverage Ratio

PMLA Prevention of Money Laundering Act, 2002
PP MLD Principal Protected Market Linked Debentures
RBI Reserve Bank of India

RBI Act Reserve Bank of India Act, 1934

RBI Master Directions

Master Direction — Non-Banking Financial Company — Systemically Important Non-
Deposit taking and Deposit taking Company (Reserve Bank) Directions, 2016 dated
September 1, 2016, as amended from time to time.

RERA Real Estate Regulatory Authority
RERAD Act Real Estate Regulation and Development Act, 2016
RTGS Real Time Gross Settlement

SARFAESI Act

Securitisation and Reconstruction of Financial Assets and Enforcement of Securities
Interest Act, 2002

SCRA Securities Contracts Regulation Act, 1956, as amended

SCRR Securities Contracts (Regulation) Rules, 1957, as amended
SEBI Securities and Exchange Board of India

SEBI Act Securities and Exchange Board of India Act, 1992, as amended

SEBI AIF Regulations

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

SEBI ICDR Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018, as amended from time to time

SEBI Listing Regulations

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

SEBI Merchant Banker
Regulations

Securities and Exchange Board of India (Merchant Bankers) Regulations, 1992 as
amended

SEBI NCS Regulations

Securities and Exchange Board of India (Issue and Listing of Non-Convertible Securities)
Regulations, 2021, as amended and circulars issued thereunder

SEBI Operational Circular

SEBI circular no. SEBI/HO/DDHS/P/CIR/2021/613 dated August 10, 2021, as amended

TDS

Tax Deducted at Source

Trademarks Act

Indian Trademarks Act, 1999

Technical and Industry Related Terms

Term/Abbreviation

Description/Full Form

Hybrid Debt A capital instrument, which possesses certain characteristics of equity as well as debt

LTV Ratio of loan to the collateral value

MFI Microfinance institutions

NPA Non-Performing Assets

NBFC-D NBFC registered as a deposit accepting NBFC

NBFC-MFI An NBFC-MFI is defined as a non-deposit taking NBFC which extends loans to Micro
Finance Sector

NBFC-ND NBFC registered as a non-deposit accepting NBFC

NBFC-ND-SI Systemically important Non-Deposit taking NBFC

Owned Funds

Paid-up equity capital, preference shares which are compulsorily convertible into equity,
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Term/Abbreviation

Description/Full Form

free reserves, balance in share premium account; capital reserve representing surplus
arising out of sale proceeds of asset, excluding reserves created by revaluation of assets;
less accumulated loss balance, book value of intangible assets and deferred revenue
expenditure, if any

Prudential Norms

Prudential norms as provided under Master Direction — Non-Banking Financial Company
— Systemically Important Non-Deposit taking Company and Deposit taking Company
(Reserve Bank) Directions, 2016

MSME Micro, Small and Medium Enterprises

Tier | Capital Tier | capital means owned fund as reduced by investment in shares of other non-banking
financial companies and in shares, debentures, bonds, outstanding loans and advances
including hire purchase and lease finance made to and deposits with subsidiaries and
companies in the same group exceeding, in aggregate, ten per cent of the owned fund;
and perpetual debt instruments issued by a non-deposit taking nonbanking financial
company in each year to the extent it does not exceed 15% of the aggregate Tier | Capital
of such company as on March 31 of the previous accounting year

Tier Il Capital Tier Il capital includes the following:

(a) preference shares other than those which are compulsorily convertible into equity;

(b) revaluation reserves at discounted rate of fifty five percent;

(c) General Provisions (including that for Standard Assets) and loss reserves to the
extent these are not attributable to actual diminution in value or identifiable potential
loss in any specific asset and are available to meet unexpected losses, to the extent
of one and one fourth percent of risk weighted assets;

(d) hybrid debt capital instruments;

(e) subordinated debt;

perpetual debt instruments issued by a non-deposit taking non-banking financial company

which is in excess of what qualifies for Tier | Capital to the extent the aggregate does not

exceed Tier | Capital

Notwithstanding the foregoing, the terms defined as part of “General Information”, “Risk Factors” “Industry
Overview ”, “Regulations and Policies ”, “Statement of Possible Tax Benefits ”, “Summary of Key Provisions of Articles
of Association”, “Financial Information” and “Other Regulatory and Statutory Disclosures” on pages 53, 17, 87, 184,
78, 532, 198 and 453, respectively shall have the meaning ascribed to them as part of the aforementioned sections. Terms
not defined as part of the sections “Our Business”, “Risk Factors”, “Industry Overview” and “Regulations and
Policies”, on pages 131, 17, 87 and 184, respectively, shall have the meaning ascribed to them hereunder.
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CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND MARKET DATA AND CURRENCY
OF PRESENTATION

Certain Conventions

In this Draft Shelf Prospectus, unless otherwise specified or the context otherwise indicates or implies the terms, all
references to “we”, “us”, “our”, “CreditAccess Grameen Limited” and “our Company” are to CreditAccess Grameen
Limited, references to “you”, “offeree”, “purchaser”, “subscriber”, “recipient”, “investors” and “potential investor” are
to the prospective investors in this Issue. Unless stated otherwise, all references to page numbers in this Draft Shelf
Prospectus are to the page numbers of this Draft Shelf Prospectus.

All references in this Draft Shelf Prospectus to “India” are to the Republic of India and its territories and possessions. All
references to the “Government” or “State Government” are to Government of India, Central or State, as applicable.

Presentation of Financial Information

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 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, all references to a year in this Draft Shelf Prospectus are to a calendar year
and references to a Fiscal/Fiscal Year are to the year ended on March 31 of that calendar year.

Our Company’s standalone and consolidated audited financial statements for the years ended March 31, 2022, March 31,
2021 and March 31, 2020 form the basis of preparation of the Reformatted Financial Information which is included in
this Draft Shelf Prospectus and is referred to hereinafter as the “Reformatted Financial Information” in the section
titled “Financial Information” on page 198.

For the purposes of disclosure in this Draft Shelf Prospectus, we have prepared and presented our reformatted Ind AS
financial information for the latest Fiscals (in this case, for Fiscal 2022, 2021 and 2020). Accordingly, Our Company’s
audited financial statements for the fiscal year ended March 31, 2022, have been prepared in accordance with IndAS and
have been audited by Joint Statutory Auditors Deloitte Haskins & Sells and PKF Sridhar & Santhanam LLP, for the fiscal
year ended March 31, 2021 have been prepared in accordance with IndAS and have been audited by Deloitte Haskins &
Sells, and for the fiscal year ended March 31, 2020 have been prepared in accordance with IndAS and have been audited
by S.R. Batliboi & Co. LLP.

Our reformatted consolidated statement of profit and loss for the year ended March 31, 2020 consolidates the operations
of MMFL for the period beginning from March 18, 2020 to March 31, 2020. Since the effect of consolidation of
operations of MMFL was for a very limited period i.e. for the period from March 18, 2020 to March 31, 2020 unlike for
financial years ended March 31, 2021 and March 31, 2022 wherein the operations for full financial year have been
consolidated, our consolidated financial/ operational information for financial year ended March 31, 2020 wherever
included in this section is not directly comparable to our consolidated financial/ operational information for other
financial years.

The Unaudited Interim Financial Results of our Company for the quarter ended June 30, 2022 have been prepared in
accordance with recognition and measurement principles laid down in the aforesaid Ind AS 34 “Interim Financial
Reporting” prescribed under Section 133 of the Companies Act, 2013, as amended, read with relevant rules issued there-
under and other accounting principles generally accepted in India and Regulation 33 and 52 of the SEBI Listing
Regulations. For further details see “Financial Information” on page 198.

Unless stated otherwise or unless the context requires otherwise, the financial data as at and for the year ended March 31,
2022, March 31, 2021 and March 31 2020 used in this Draft Shelf Prospectus is derived from our Reformatted
Consolidated Financial Information and the financial data for the quarter ended June 30, 2022 used in this Draft Shelf
Prospectus is derived from Unaudited Interim Consolidated Financial Results.

Further, Unaudited Interim Financial Results for quarter ended June 30, 2022 is not indicative of full year results and are
not comparable with annual financial information.

Unless stated otherwise, macroeconomic and industry data used throughout this Draft Shelf Prospectus has been obtained

from publications prepared by providers of industry information, government sources and multilateral institutions. Such
publications generally state that the information contained therein has been obtained from sources believed to be reliable
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but that their accuracy and completeness are not guaranteed and their reliability cannot be assured. Although the Issuer
believes that industry data used in this Draft Shelf Prospectus is reliable, such data has not been independently verified.
Further, the extent to which the market and industry data presented in this Draft Shelf Prospectus is meaningful depends
on the readers’ familiarity with and understanding of methodologies used in compiling such data.

Currency and Unit of Presentation

In this Draft Shelf Prospectus, all references to ‘Rupees’/3>/‘INR’/ ‘Rs.” are to Indian Rupees, the official currency of
the Republic of India.

Except where stated otherwise in this Draft Shelf Prospectus, all figures have been expressed in ‘in crores’. All references
to ‘million/million/mn.” Refer to one million, which is equivalent to ‘ten lakhs’ or ‘ten lacs’, the word ‘lakhs/lacs/lac’
means ‘one hundred thousand’ and ‘Crore’ means ‘ten million” and ‘billion/bn./billions’ means ‘one hundred crores’.

Certain figures contained in this Draft Shelf Prospectus, including financial information, have been subject to rounding
adjustments. Unless set out otherwise, all figures in decimals, including percentage figures, have been rounded off to two
decimal points. In certain instances, (i) the sum or percentage change of such 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. Further, any figures sourced from third party industry sources may be rounded
off to other than two decimal points to conform to their respective sources.

Industry and Market Data

Any industry and market data used in this Draft Shelf Prospectus consists of estimates based on data reports compiled by
Government bodies, professional organizations and analysts, data from other external sources including ICRA, MFIN
and CRIF, available in the public domain and knowledge of the markets in which we compete. These publications
generally state that the information contained therein has been obtained from publicly available documents from various
sources believed to be reliable, but it has not been independently verified by us, its accuracy and completeness is not
guaranteed and its reliability cannot be assured. Although we believe that the industry and market data used in this Draft
Shelf Prospectus is reliable, such data has not been independently verified by us. The data used in these sources may
have been reclassified by us for purposes of presentation. Data from these sources may also not be comparable. The
extent to which the industry and market data presented in this Draft Shelf Prospectus is meaningful depends on the
reader’s familiarity with and understanding of the methodologies used in compiling such data. There are no standard data
gathering methodologies in the industry in which we conduct our business and methodologies and assumptions may vary
widely among different market and industry sources.

Given that we have compiled, extracted and reproduced data from external sources, including third parties, trade, industry
or general publications, we accept responsibility for accurately reproducing such data. However, neither we nor the Lead
Manager have independently verified this data, and neither we nor the Lead Manager make any representation regarding
the accuracy of such data. Further, while we believe our internal estimates to be reasonable, such estimates have not been
verified by any independent sources and neither we nor the Lead Manager can assure potential investors as to their
accuracy.

General Risk

Investment in NCDs involve a degree of risk and investors should not invest any funds in NCDs unless they can afford
to take the risk attached to such investments. Investors are advised to take an informed decision and to read the risk
factors carefully before investing in this offering. For taking an investment decision, investors must rely on their
examination of the issue including the risks involved in it.

Specific attention of investors is invited to statement of risk factors contained under section “Risk Factors” on page 17.
These risks are not, and are not intended to be, a complete list of all risks and considerations relevant to the NCDs or
Investor’s decision to purchase such securities.
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Exchange Rates

The exchange rates Rupees () vis-a-vis of USD, as of June 30, 2022, March 31, 2022, March 31, 2021 and March 31,

2020, are provided below:

Currency

June 30, 2022

March 31, 2022

March 31, 2021

March 31, 2020

1 USD

78.94

75.81

73.50

75.39

Source: https://www.fhil.org.in/#/home and https://www.rbi.org.in/scripts/ReferenceRateArchive.aspx

In the event that March 31 of any of the respective years is a public holiday, the previous calendar day not being a public
holiday has been considered.

The above exchange rates are for the purpose of information only and may not represent the rates used by the Company
for purpose of preparation or presentation of its financial statements. The rates presented are not a guarantee that any
person could have on the relevant date converted any amounts at such rates or at all.
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FORWARD LOOKING STATEMENTS

Certain statements contained in this Draft Shelf Prospectus that are not statements of historical fact constitute “forward-
looking statements”. Investors can generally identify forward-looking statements by terminology such as “aim”,
“anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intend”, “may”, “objective”, “plan”, “potential”,
“project”, “pursue”, “shall”, “seek”, “should”, “will”, “would”, or other words or phrases of similar import. Similarly,
statements that describe our strategies, objectives, plans or goals are also forward-looking statements. All statements
regarding our expected financial conditions, results of operations, cashflows, business plans and prospects are forward-
looking statements. These forward-looking statements include statements as to our business strategy, revenue and
profitability, new business and other matters discussed in this Draft Shelf Prospectus that are not historical facts. All
forward-looking statements are subject to risks, uncertainties and assumptions about us that could cause actual results to
differ materially from those contemplated by the relevant forward-looking statement. Important factors that could cause
actual results, including our financial conditions, results of operations and cashflows to differ from our expectations
include, but are not limited to, the following:

e  Our geographical presence is majorly concentrated in Karnataka, Maharashtra and Tamil Nadu which may have an
adverse effect on our business, results of operations, financial condition and cash flows.

e The unsecured microfinance loans are susceptible to various operational and credit risks which may result in increased
levels of NPAs, thereby adversely affecting our business and financial condition.

e Anincrease in our portfolio of non-performing assets and/ or our provisions may materially and adversely affect our
business, results of operations and cashflows.

o Volatility in interest rates could have a material adverse effect on our net interest income, net interest margin and
our financial performance.

e Weareinvolved in certain legal and other proceedings which, if determined against us, could have a material adverse
impact on our financial condition.

o Downgrade of our credit ratings may increase our borrowing costs and constrain our access to capital and debt
markets and, as a result, may adversely affect our net interest margin and our results of operations and cashflows;
Certain conditions and restrictions in terms of our financing arrangements, could restrict our ability to conduct our
business and operations in the manner we desire.

e We are subject to certain conditions and restrictions in terms of our financing arrangements, which could restrict our
ability to conduct our business and operations in the manner we desire. In addition, on certain occasions in the past,
we have been unable to comply with certain financial covenants in our financing documents.

e There can be no assurance that we will be able to access capital as and when we need it for growth.

For further discussion of factors that could cause our actual results to differ, see “Risk Factors” on page 17.

All forward-looking statements are subject to risks, uncertainties and assumptions about our Company that could cause
actual results and valuations to differ materially from those contemplated by the relevant statement. Additional factors
that could cause actual results, performance or achievements to differ materially include, but are not limited to, those
discussed under the sections titled “Industry Overview”, “Our Business” and “Legal and Other Information” on pages
87, 131 and 445. The forward-looking statements contained in this Draft Shelf Prospectus are based on the beliefs of
management, as well as the assumptions made by and information currently available to management. Although our
Company believes that the expectations reflected in such forward-looking statements are reasonable at this time, it cannot
assure investors that such expectations will prove to be correct or will hold good at all times. Given these uncertainties,
investors are cautioned not to place undue reliance on such forward-looking statements. If any of these risks and
uncertainties materialise, or if any of our Company’s underlying assumptions prove to be incorrect, our Company’s actual
results of operations,cashflows, or financial condition could differ materially from that described herein as anticipated,
believed, estimated or expected. All subsequent forward-looking statements attributable to our Company are expressly
qualified in their entirety by reference to these cautionary statements.

Neither our Company, its Directors, its KMPs and officers, nor any of their respective affiliates or associates or the Lead
Manager have any obligation to update or otherwise revise any statements reflecting circumstances arising after the date
hereof or to reflect the occurrence of underlying events, even if the underlying assumptions do not come to fruition. In
accordance with SEBI NCS Regulations, our Company and Lead Manager will ensure that investors in India are informed
of material developments until the time of the grant of listing and trading permission by the Stock Exchanges.
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SECTION Il - RISK FACTORS

An investment in NCDs involves a certain degree of risk. You should carefully consider all the information contained in
this Draft Shelf Prospectus, including the chapters “Our Business” and “Financial Statements” on pages 131 and 198,
respectively, before making an investment decision. The risk factors set forth below do not purport to be complete or
comprehensive in terms of all the risk factors that may arise in connection with our business or any decision to purchase,
own or dispose off the NCDs. Additional risks and uncertainties, which are currently unknown or now deemed
immaterial, if materialises, may in the future have a material adverse effect on our business, financial condition and
results of operations and cash flows. The market prices of the NCDs could decline due to such risks and you may lose all
or part of your investment.

If any one of the following stated risks or other risks that are not currently known or are now deemed immaterial actually
occurs, the Company’s business, financial conditions and results of operations and cash flows could suffer and, therefore,
the trading price of the Company’s NCDs could decline and/or the Company’s ability to meet its obligations in respect
of the NCDs could be affected and you may lose all or part of your interest and/or redemption amounts. More than one
risk factor may have simultaneous affect with regard to the NCDs such that the effect of a particular risk factor may not
be predictable. In addition, more than one risk factor may have a compounding effect which may not be predictable. No
prediction can be made as to the effect that any combination of risk factors may have on the value of the NCDs and/or
the Company’s ability to meet its obligations in respect of the NCDs.

The financial and other related implications of the risks described in this section, have been disclosed to the extent
quantifiable as on the date of this Draft Shelf Prospectus. This Draft Shelf Prospectus also contains forward-looking
statements that involve risks and uncertainties. Our results could differ materially from those anticipated in these
forward-looking statements as a result of certain factors, including events described below and elsewhere in this Draft
Shelf Prospectus.

This Draft Shelf Prospectus contains forward looking statements that involve risk and uncertainties. Our Company’s
actual results could differ materially from those anticipated in these forward looking statements as a result of several
factors, including the considerations described below and elsewhere in this Draft Shelf Prospectus. Certain information
in this section includes extracts from the RBI bulletin August 2022, Volume LXXVI Number 8, ICRA Industry Reports,
MFIN Report and CRIF Report. Neither our Company, the Lead Manager, the Debenture Trustee, nor any other person
connected with the Issue has independently verified such industry and third-party information. For more information,
please see “Industry Overview” on page 87.

Our reformatted consolidated statement of profit and loss for the year ended March 31, 2020 consolidates the operations
of MMFL for the period beginning from March 18, 2020 to March 31, 2020. Since the effect of consolidation of operations
of MMFL was for a very limited period i.e. for the period from March 18, 2020 to March 31, 2020 unlike for financial
years ended March 31, 2021 and March 31, 2022 wherein the operations for full financial year have been consolidated,
our consolidated financial/ operational information for financial year ended March 31, 2020 wherever included in this
section is not directly comparable to our consolidated financial/ operational information for other financial years.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial or other
implication of any of the risks described in this section. Unless otherwise stated or unless context requires otherwise, the
financial information used in this section is derived from and should be read in conjunction with the Reformatted
Consolidated Financial Information and the Unaudited Interim Consolidated Financial Results as included in this Draft
Shelf Prospectus.

In this section any reference to “We” or “us” or “Our” refers to CA Grameen and its subsidiaries on a consolidated
basis. Further MMFL refers to Madhura Micro Finance Limited, together with its subsidiary.

INTERNAL RISK FACTORS

Risks Relating to our Business.

1. While we have presence in over 14 states and 1 union territory, our operations are majorly concentrated in
Karnataka, Maharashtra and Tamil Nadu. Any adverse developments in these states could have an adverse effect

on our business, results of operations, financial condition and cash flows.

As of June 30, 2022, we conducted our operations through 1,681 branches in India, of which 308 branches were
located in Karnataka, 294 branches were located in Maharashtra and 378 branches were located in Tamil Nadu. As
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of June 30, 2022, 35.79% of our Gross AUM originated in Karnataka, 21.19% of our Gross AUM originated in
Mabharashtra and 20.87% of our Gross AUM originated in Tamil Nadu. In the event of a regional slowdown in the
economic activity in these states or a sustained adverse impact of COVID-19 or sudden rise in the cases of COVID-
19 in these states, or any other developments including political unrest, disruption or sustained economic downturn
that make our products in these states less beneficial, we may experience an adverse impact on our financial
condition, cash flows and results of operations, which are largely dependent on the performance and other prevailing
conditions affecting the economies of these states. The market for our products or general business conditions in
these states may perform differently from, and be subject to, market and regulatory developments that are different
from the requirements in other states of India.

There can be no assurance that the demand for our products will grow or will not decrease in the future in these states.
Further, in the past, there have been instances of irregularities in the functioning of certain NBFCs in the southern
states of India, specifically, Andhra Pradesh. While NBFC-MFlIs are currently regulated by the RBI, the respective
state government of these states may pass laws which could impact the business of NBFC-MFIs. There can be no
assurance that any such actions taken by the state governments in Karnataka, Maharashtra or Tamil Nadu will not
impact our business, cash flows, financial condition and results of operations.

Microfinance loans are unsecured and are susceptible to various operational and credit risks which may result in
increased levels of NPAs, thereby adversely affecting our business, results of operation, cash flows and financial
condition.

The focus customer segment for our micro-loan is women with an annual household income of %3,00,000 or less as
per the new microfinance regulations announced by RBI in March 2022. Our customers typically have limited sources
of income, savings and credit histories and as a result, are usually adversely affected by declining economic
conditions. Further, our JLG Customers do not provide any collateral or security for their borrowings as the RBI has
mandated that loans given by NBFC-MFIs should be collateral free to be eligible for classification as “Qualifying
Assets”. Such customers generally do not have a high level of financial resilience, and, as a result, they can be
adversely affected by declining economic conditions and natural calamities such as floods or droughts. Furthermore,
as there is typically limited financial information available about our focus customer segment and many of our
customers do not have any credit history supported by tax returns, bank or credit card statements, statements of loan
exposures from players operating in the unorganized segments or other related documents, it is difficult to
consistently carry out credit risk analyses on our customers.

Further, we rely primarily on non-traditional guarantee mechanisms rather than any tangible assets such as collateral.
Our loans typically involve a joint liability mechanism whereby borrowers form an informal joint liability group
(“JLG”) (typically comprising between five to ten members) and provide joint and several guarantees for loans
obtained by each member of the group. There can however be no assurance that such joint liability arrangements
will ensure repayment by the other members of the JLG in the event of default by any one of them. Such joint liability
arrangements are likely to fail if there is no meaningful personal relationship or bond among members of such group,
if inadequate risk management procedures have been employed to verify the group members and their ability to
repay such loans, or as a result of adverse external factors such as natural calamities or forced migration. Further,
while we have our own due diligence and credit analysis procedures, there can be no assurance that we will be able
to ensure low delinquency rates. As a result, our customers potentially present a higher risk of loss in case of a credit
default compared to that of borrowers in other asset-backed financing products. In addition, the microfinance
business is susceptible to various political and social risks, including any adverse publicity or litigation relating to
the microfinance sector (such as the public interest litigation filed against all MFIs in Maharashtra which has been
adjourned indefinitely (as described in “Outstanding Litigations” on page 445), public criticism of the microfinance
sector, the introduction of a stringent regulatory regime, and/ or religious beliefs relating to loans and interest
payments, which adversely affect repayment by our customers and may have an adverse effect on our business
prospects and future financial performance.

Due to the underlying profile of our customers, we may, in the future, experience increased levels of non- performing
assets and related provisions and write-offs, which would materially and adversely impact our business and results
of operations. We cannot assure you that our risk management policies will continue to be sufficient or that additional
risk management policies for individual borrowers will not be required. Failure to maintain sufficient credit
assessment and risk management policies could adversely affect our credit portfolio, which could have a material and
adverse effect on our business, results of operations, cash flows and financial condition.
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An increase in our portfolio of hon-performing assets and/ or our provisions may materially and adversely affect
our business and results of operations.

Our management of credit risk involves having appropriate credit policies, underwriting standards, approval
processes, loan portfolio monitoring, collection and remedial management, provisioning policies and an overall
architecture for managing credit risk. If the credit quality of our customers, the growth of our loan portfolio or our
provisioning levels deteriorate, it could have an adverse effect on our business, results of operations, cash flows and
financial condition. Further, our credit monitoring and risk management policies and procedures may not be accurate,
properly designed, or appropriately implemented or complied with by our customers, and we could suffer material
credit losses. In addition, even if our policies and procedures are accurate and appropriate, we may not be able to
anticipate future economic or financial developments or downturns, which could lead to an increase in our NPAs.

We recognise impairment of financial instruments on our statement of profit and loss based on ECL (Expected Credit
Loss) methodology in accordance with Ind AS (for further details of our provisioning policies, see “Financial
Information™ on page 198). In addition to the required provision under our ECL model, we also consider our
management overlay and macroeconomic factors as applicable for loan losses and risks inherent in the loan portfolio
when deciding on the appropriate level of impairment allowance, which are recognized under impairment on financial
instruments. For example, there was a sharp increase in our impairment allowance as on March 31, 2021 as they
included additional impairment allowance taken on account of impact of COVID-19 on asset quality. This impacted
our profitability for the period (for details, see “Financial Information” on page 198). The determination of an
appropriate level of loan losses and provisions involves a degree of subjectivity and requires that we make estimates
of current credit risks, all of which may be subject to material changes. Any incorrect estimation of risks may result
in our provisions not being adequate to cover any further increase in the amount of NPAs or any further deterioration
in our NPA portfolio.

The following table sets forth the classification of our gross loan portfolio as of the dates indicated herein below.

On Standalone basis:
(< in crores)

Asset Classification As of / for the Year ended March 31,
2022 2021 2020

Loans outstanding® (Gross) (A)
Stage 1 11,920.16 9,669.74 9,267.90
Stage 2 142.48 114.3 28.39
Stage 3 393.22 449.57 142.1
Loans outstanding (Gross) 12,455.86 10,233.61 9,438.39
Impairment loss allowance (B)
Stage 1 84.19 174.39 144.92
Stage 2 41.29 27.81 13.08
Stage 3 278.36 313.59 107.75
Total Impairment loss allowance 403.84 515.79 265.75
Loans outstanding (Net) (C=A-B)
Stage 1 11,835.97 9,495.35 9,122.98
Stage 2 101.19 86.49 15.31
Stage 3 114.86 135.98 34.35
Loans outstanding (Net) 12,052.02 9,717.82 9,172.64
Gross Stage 3 (%) *® 3.16% 4.39% 1.51%
Net Stage 3 (%) #©@ 0.95% 1.40% 0.37%
Notes:

According to Ind AS 109, Stage 1 includes loans for which the credit risk at the reporting date is in line with the credit risk at the

initial recognition (i.e., disbursement date). Stage 2 includes loans for which the credit risk at reporting date is significantly

higher than at the risk at the initial recognition (Significant Increase in Credit Risk i.e., SICR). Stage 3 includes default loans; a

loan is considered default at the earlier of (i) the Company considers that the obligor is unlikely to pay its credit obligations to

the Company in full, without recourse by the Company to actions such as realizing collateral (if held); or (ii) the obligor is past

due more than 60 / 90 days on any material credit obligation to the Company.

“Represents Gross Carrying Value

$ Stage 3 loan outstanding (Gross) / Total loan outstanding (Gross)

#Stage 3 loan outstanding (Net) / Total loan outstanding (Net)

(MGross Stage 3 (%) represents Gross Stage 3 loans outstanding (as defined above) as a percentage of the total portfolio loans
outstanding (gross) as of the last day of the relevant period.

@Net Stage 3 (%) represents Net Stage 3 loans outstanding (as defined above) as a percentage of total portfolio loans outstanding
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(net) as of the last day of the relevant period.
Note: Loans include group lending loans and individual loans.

On Consolidated basis:

(% in crores)

Asset Classification As of / for the Year ended March 31,
2022 2021 2020

Loans outstanding* (Gross) (A)
Stage 1 14,554.73 11,571.55 11,172.06
Stage 2 185.81 222.87 65.43
Stage 3 558.65 548.69 173.80
Loans outstanding (Gross) 15,299.19 12,343.11 11,411.29
Impairment loss allowance (B)
Stage 1 116.64 194.44 163.94
Stage 2 55.92 48.09 20.45
Stage 3 361.30 380.10 127.99
Total Impairment loss allowance 533.86 622.63 312.38
Loans outstanding (Net) (C=A-B)
Stage 1 14,438.09 11,377.12 11,008.12
Stage 2 129.89 174.78 44.98
Stage 3 197.35 168.58 45.81
Loans outstanding (Net) 14,765.33 11,720.48 11,098.91
Gross Stage 3 (%) *® 3.65 4.45 152
Net Stage 3 (%) #©@ 1.34 1.44 0.41
Notes:

According to Ind AS 109, Stage 1 includes loans for which the credit risk at the reporting date is in line with the credit risk at the

initial recognition (i.e., disbursement date). Stage 2 includes loans for which the credit risk at reporting date is significantly

higher than at the risk at the initial recognition (Significant Increase in Credit Risk i.e., SICR). Stage 3 includes default loans; a

loan is considered default at the earlier of (i) the Company considers that the obligor is unlikely to pay its credit obligations to

the Company in full, without recourse by the Company to actions such as realizing collateral (if held); or (ii) the obligor is past

due more than 60 / 90 days on any material credit obligation to the Company.

“Represents Gross Carrying Value

$ Stage 3 loan outstanding (Gross) / Total loan outstanding (Gross)

#Stage 3 loan outstanding (Net) / Total loan outstanding (Net)

(MGross Stage 3 (%) represents Gross Stage 3 loans outstanding (as defined above) as a percentage of the total portfolio loans
outstanding (gross) as of the last day of the relevant period.

(@Net Stage 3 (%) represents Net Stage 3 loans outstanding (as defined above) as a percentage of total portfolio loans outstanding
(net) as of the last day of the relevant period.

Note: Loans include group lending loans and individual loans.

A number of factors outside of our control affect our ability to limit and reduce NPAs. These factors include
developments in the Indian and global economy, domestic or global turmoil, competition, changes in customer
behavior and demographic patterns, various central and state government decisions (including farm loan waivers or
any), changes in interest rates and exchange rates and changes in regulations, including with respect to regulations
requiring us to lend to certain sectors identified by the RBI, or the Government of India. These factors, coupled with
other factors such as volatility in commodity markets, decrease in agriculture productivity and decline in business
and consumer confidence, could impact our customers and in turn impact their ability to fulfil their obligations under
the loans we extended to them. In addition, the expansion of our business may cause our NPASs to increase and the
overall quality of our loan portfolio to deteriorate. If our NPAs increase, we will be required to increase our
provisions, which would result in our net profit being less than it otherwise would be and could materially adversely
affect our financial condition, cash flows and results of operations. Our Gross Stage 3 Assets Ratio has increased in
the last three years and our Gross Stage 3 Assets Ratio as on March 31, 2020, March 31, 2021 and March 31, 2022
were 1.52%, 4.45%, and 3.65%, respectively.

The past performance and growth of our business is not indicative of our future performance and growth. If we
are unable to manage our growth effectively, our financial, accounting, administrative, operational and
technology infrastructure, as well as our business and reputation could be adversely affected.

Our business has experienced rapid organic and inorganic growth over the past few years. Our network of branches

in India has expanded from 1,393 branches servicing 40.55 lakh customers as of March 31, 2020 to 1,635 branches
servicing approximately 38.24 lakh customers, as of March 31, 2022 (on a consolidated basis) and 1,681 branches
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servicing approximately 36.89 lakh customers, as of June 30, 2022 (on a consolidated basis).

As part of our growth strategy, we expect the contiguous expansion of our geographic footprint and network of
branches to continue, which may further constrain our capital and human resources, and make asset quality
management increasingly important. As we move to newer geographies, we may not be able to maintain the level of
our NPAs or the quality of our portfolio. We will need to continue to enhance and improve our financial, accounting,
information technology, administrative/ risk management and operational infrastructure and internal capabilities in
order to manage the future growth of our business effectively. For example, our current core banking application
software is a centralized core banking solution that has been purchased from an information technology company.
There can be no assurance that the network infrastructure required for communication with the centralized system
can be expanded in scale to meetany increase in the volume of our transactions. We may also not be able to implement
the necessary improvements in a timely manner, or at all, and we may encounter deficiencies in existing systems and
controls. Further, we may be unable to develop adequate infrastructure or devote sufficient financial resources or
develop and attract talent to manage our growth.

If we are unable to manage our future expansion successfully, our ability to provide products and services to our
customers would be adversely affected, and, as a result, our reputation could be damaged, and our business and results
of operations could be materially and adversely impacted.

Notwithstanding the expansion of our business and customer base, there is no guarantee that we will be able to
effectively manage or continue the rate of growth and financial performance. Our consolidated disbursements across
our financing products for the quarter ended June 30, 2022 and financial years ended March 31, 2022 and 2021 were
%2,145.66 crore, X15,446.33 crore and X11,011.21 crore respectively. Our consolidated net interest income
(representing interest income plus income from direct assignment of outstanding loans reduced by finance costs) for
quarter ended June 30, 2022 and the financial years ended March 31, 2022 and 2021 was %461.53 crore, %1,653.18
crore and %1,483.89 crore respectively. Net interest income has been calculated as follows: Interest on loans plus
interest on securitization (re-recognized on balance sheet) plus Interest on deposits with banks and financial
institutions plus gain on derecognition of loans designated at FVTOCI minus finance costs). Our consolidated profit
after tax for the quarter ended June 30, 2022 and financial years ended March 31, 2022, 2021 and 2020 were ¥139.56
crore, X357.10 crore, ¥131.40 crore and X335.49 crores respectively. Our consolidated net worth as of March 31,
2022, was %¥4,076.05 crore. However, our past growth is not indicative of our future performance or potential growth.

We have reported 22% growth in our Gross AUM from %13,586.87 crore as of March 31, 2021 to 316,599.35 crore
as of March 31, 2022 and 15,615.46 crore as of June 30, 2022. While we were profitable during the Fiscal 2022
and will continue to endeavour to grow our profitability going forward, no assurance can be given that our growth
will continue at a similar rate or that we will be able to manage our rapid growth. If we are unable to implement or
sustain our growth strategy effectively it could adversely affect our business, results of operations, cash flows and
financial condition.

Our ability to sustain our rate of growth also depends, to a large extent, upon our ability to recruit trained and efficient
personnel, retain key managerial personnel, maintain effective risk management policies, continue to offer products,
which are relevant to our target base of clients, develop managerial experience to address emerging challenges and
ensure a high standard of client service. We will need to recruit new employees, who will have to be trained and
integrated into our operations. We will also have to train existing employees to adhere properly to internal controls
and risk management procedures. Failure to train our employees properly may result in an increase in employee
attrition rate, a need to hire additional employees, erosion in the quality of customer service, a diversion of the
management’s resources, an increase in our exposure to high-risk credit and an increase in costs for us.

Our growth has placed and will continue to place significant demands on our operational, credit, financial and other
internal risk controls, including:

developing and improving our products and delivery channels;

recruiting, training and retaining sufficient skilled personnel;

upgrading, expanding to digital platforms;

upgrading our technology stack to support the expanding scale of business;
complying with regulatory requirements; and

maintaining high levels of customer satisfaction.

If we are not successful in implementing or executing these operational measures and risk controls, we may not be
able to expand our business as we have in the past, and our growth rate may decline. We may not be able to manage
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our new operations effectively or efficiently, which would mean that our operations would suffer, and our
performance and financial results as a whole would be materially and adversely affected.

Our business is particularly vulnerable to interest rate risk, and volatility in interest rates could have a material
adverse effect on our net interest income, net interest margin and our financial performance.

Our results of operations depend to a large extent on the level of our net interest income as our primary revenue
source is interest income. Net interest income is the difference between our revenue from operations and our finance
costs. The differential between the interest rates that we charge on interest- earning assets (i.e. our portfolio loans)
and the interest rates that we pay on interest-bearing liabilities, and the volume of such assets and liabilities, tend to
have a significant impact on our results of operations. During the year ended March 31, 2022, interest on loans
(interest on loans plus income from securitization (re-recognised on balance sheet)) represented 92.12% of our total
income. Changes in market interest rates affect the interest rates we charge on our interest-earning assets differently
from the interest rates we pay on our interest-bearing liabilities. 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. Interest rates in India have been volatile in the past. An increase in interest
rates could result in an increase in interest expense in a higher proportion compared to interest income if we are not
able to increase the rates charged on our portfolio loans and advances or if the volume of our interest-bearing
liabilities is larger or growing faster than the volume of our interest- earning assets. Further, such increase in interest
rates could impact our ability to raise low cost funds as compared to some of our competitors which may have access
to lower cost deposits. For example: RBI has recently on May 5, 2022 hiked repo rate by 40 basis points in its
monetary policy, followed by another 50 basis points hike in repo rate on June 8, 2022, increasing the repo rate to
4.90%. The sharp increase in interest rate tends to impact our cost of funds and profitability of our Company. The
differences between repricing maturities of rate sensitive liabilities and rate sensitive assets, called repricing gaps,
exposes our business to interest rate risk. Our business is also exposed to interest rate risk in the form of non-uniform
movement in different interest rate benchmarks that are used for pricing of our assets and liabilities.

An increase in inflation and consequent changes in bank rates, repo rates and reverse repo rates by the RBI have led
to an increase in interest rates on loans provided by banks and financial institutions and consequently, interest rates
in India have been volatile in recent financial periods. 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 net
interest margins, which could in turn have a material adverse effect on our business, results of operations, cash flows
and financial condition.

As the repricing maturities of our liabilities and assets are spread over different time periods, we are exposed to
interest rate risk in the form of non-parallel movement in yield curves. Further, in a declining interest rate
environment, if our cost of funds does not decline simultaneously or to the same extent as the yield on our interest-
earning assets, it could lead to a reduction in our net interest income (representing our revenue from operations as
reduced by our finance costs) and net interest margin. The quantum of the changes in interest rates for our assets and
liabilities may also be different, leading to a decrease in the interest margin.

We operate a defined benefit gratuity plan in respect of certain eligible employees. The investments of the
superannuation funds are made in government securities, financial institutions and other financial products. If interest
rates were to fall, our liabilities under defined benefit gratuity plan will increase, which would impact our profits and
financial performance.

Moreover, changes in interest rates could affect our fixed income portfolio and treasury income.

There can be no assurance that we would be able to adequately manage our interest rate risks. If we are unable to
effectively manage our interest rate risks, it could have an adverse effect on our net interest income, net interest
margin, thereby impacting our business prospects, financial condition and results of operations.

Our Company’s growth will depend on our Company’s continued ability to access funds at competitive rates which
is dependent on a number of factors including our Company’s ability to maintain its credit ratings. Any
downgrade of our credit ratings may increase our borrowing costs and constrain our access to capital and debt
markets and, as a result, may adversely affect our net interest margin and our results of operations and cashflows.

The cost and availability of funds is dependent, among other factors, on our short-term and long-term credit ratings.
Credit ratings reflect a rating agency's opinion of our financial strength, operating performance, industry position,
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and ability to meet our obligations. Any future performance issues for our Company or the industry may result in a
downgrade of our credit ratings, which may in turn lead to an increase in our borrowing costs and constrain our
access to capital and debt markets and, as a result, may adversely affect our net interest income and net interest
margin.

As on the date of this Draft Shelf Prospectus, various rating agencies had rated our company’s long-term credit
ratings as: “CRISIL: A+/Stable, ICRA: A+/Positive and Ind-Ra: AA-/Stable” and our short term credit ratings as:
ICRA: Al+. For details of our credit ratings, see “Our Business” on page 131.

The NCDs proposed to be issued pursuant to this Issue have been rated IND AA-/Stable by India Ratings & Research
Private Limited for an amount of up to 1,500 crores by way of its letter dated August 04, 2022 and further revalidated
vide letter dated September 8, 2022. For rating letter and rationale, including the risk and key drivers mentioned
therein, please see “Annexure A” and “Annexure B of this Draft Shelf Prospectus.

Any downgrade of our credit ratings would increase borrowing costs and constraint our access to capital and debt
markets and, as a result, would negatively affect our net interest margin and our business. In addition, downgrades
of our credit ratings could increase the possibility of additional terms and conditions being added to any additional
financing or refinancing arrangements in the future. There is a possibility of increase in forced sale of our NCDs by
the investors resulting in sharp decline in their market price. Any such adverse development could adversely affect
our business, financial condition, cash flows and results of operations and cashflows.

We also face certain restrictions on our ability to raise money from international markets, which may further
constrain our ability to raise funds at attractive rates. While our borrowing costs have been competitive in the past
due to our ability to raise debt products, credit rating and our asset portfolio, we may not be able to offer competitive
interest rates for loans to our customers if we are unable to access funds at an effective cost that is comparable to or
lower than our competitors. This may adversely impact our business and results of operations and cashflows.

Our Statutory Auditors and previous statutory auditors have highlighted certain emphasis of matters to their audit
reports relating to our audited financial statements, which may affect our future financial results.

The auditor’s report on the audited standalone and consolidated financial statements issued by respective statutory
auditors for the Fiscal 2021 and 2020 included the following Emphasis of Matter. However, the auditor’s opinion
was unmodified:

Financial Emphasis of Matter Steps taken by the Company
Year

2019-2020 | Standalone The auditors have drawn attention to a | Company had provided for additional
note to the Standalone Financial | management overlay of % 83 crores as at
Statements where the impact of COVID- | March 31, 2020. Further, pursuant to
19 pandemic on Company’s regular | the RBI circulars dated March 27, 2020,
operations  including lending and | and May 23, 2020, allowing lending
collection activities. institutions to offer moratorium to
borrowers on payment of instalments
falling due between March 1, 2020, and
August 31, 2020, the Group has
extended/ will be extending moratorium
to its borrowers in accordance with
policies approved by the respective
Board of Directors of the Company.

Consolidated | The auditors have drawn attention to note | Group had provided for additional
to the Consolidated Financial Statements | management overlay of about T 93
where the impact of COVID-19 pandemic | crores as at March 31, 2020. Further,
on the Group’s business has been | pursuant to the Reserve Bank of India
disclosed. The impact mainly was on | circulars dated March 27, 2020, and
estimation of loans to customers and | May 23, 2020, allowing lending
assumptions used in testing the | institutions to offer moratorium to
impairment of the carrying value of | borrowers on payment of instalments
goodwill. falling due between March 1, 2020, and
August 31, 2020, the Group has
Pursuant to Reserve Bank Of India (RBI) | extended/ will be extending moratorium
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Financial
Year

Emphasis of Matter

Steps taken by the Company

issuing 'COVID-19 Regulatory package-
Asset classification and Provisioning' on
17" April 2020, MMFL has granted a
three month moratorium and
consequential asset classification benefit
until May 31% 2020 to its borrowers. As at
31% March 2020, for determination of
Expected Credit Loss (ECL) provisioning,
the ageing of these Loans and Advances
and their Asset Classification will remain
unchanged as per the Regulatory package.
Moreover, the estimates and assumptions
made by management in determining the
ECL provision required for its loans are
subject to uncertainties that are associated
with the outcome of the pandemic. Hence
the actual results may vary from these
estimates.

The appointment and payment of
remuneration to the Managing director of
the holding company for the period from
October 2013 to September 2016 is
subject to the approval of the Central
government. A sum of Rs. 132.50 lakhs
(excluding gratuity) had been paid as
remuneration to the Managing Director for
this period subject to central government
approval, and charged to the Statement of
Profit and Loss in the respective years.

to its borrowers in accordance with
policies approved by the respective
Board of Directors of the Holding
Company and the subsidiary company.

As a security in case of rejection of the
appointment of Director by the Central
Government, the company has obtained
a lien of % 1.33 crore on deposit placed
by the Director in Federal Bank against
the remuneration paid during the period
October 2013 to September 2016.

Please see “Risk Factors - The
appointment of Ms. Tara Thiagarajan,
MMFL’s Chairman and Managing
Director for the period between 2013
and 2016, was undertaken without
receipt of requisite approval from the
Ministry of Corporate Affairs.”

2020-2021

Standalone

The auditors have drawn attention to Note
No. 42 of the Standalone Financial
Statements which states the continuing
impact of COVID-19 related uncertainty
on expected credit losses.

The Company had created an additional
overlay of about X 103 crore for
uncertainty over the potential macro-
economic impact of the pandemic.

Consolidated

The auditors have drawn attention to Note
No. 42 of the Consolidated Financial
Statements which states the continuing
impact of COVID-19 related uncertainty
on expected credit losses.

The Company had created an additional
overlay of about % 112 crore for
uncertainty over the potential macro-
economic impact of the pandemic.

For further details, in relation to the emphasis of matter, etc. kindly see “Financial Information on page 198. There
can be no assurance that our statutory auditors will not include further matters of emphasis or other similar comments
in the audit reports to our audited financial statements in the future, or that such remarks or matters of emphasis will
not affect our financial results in future fiscal periods. Investors should consider the matters of emphasis and remark
in evaluating our financial condition, results of operations and cash flows. Any such matter of emphasis or remark
in the auditors’ report on our financial statements in the future may also adversely affect the trading price of the

NCDs.
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We are subject to certain conditions and restrictions in terms of our financing arrangements, which could restrict
our ability to conduct our business and operations in the manner we desire. In addition, on certain occasions in
the past, we have been unable to comply with certain financial covenants in our financing documents.

As of June 30, 2022, we had consolidated total borrowings aggregating to ¥11,880.06 crore. Incurring indebtedness
is a direct consequence of the nature of our business, and having large outstanding borrowings portfolio may have
significant implications on our business and results of operations and cashflows, including, inter alia:

¢ low availability of cash flow for working capital, capital expenditures and other general corporate requirements;

o fluctuations in market interest rates may affect the cost of our borrowings, as our indebtedness is at variable
interest rates;

o affecting our ability to obtain additional financing in the future at reasonable terms;

e triggering provisions of cross-default across multiple financing arrangements;

e adverse and onerous implications (including limitations to the use of funds in the relevant facility) in the event
of inability to comply with financial and other covenants specified in the financing agreements;

e theright to recall loans by our lenders; and

e reduction in the ability to respond to changing business, regulatory and economic conditions.

Some of the financing arrangements entered into by us also include conditions that require us to obtain the respective
lender's consent prior to carrying out certain activities. These covenants vary depending on the requirements of the
financial institution extending the loan, and may be, inter alia, in relation to: (i) permitting any change in the
management or constitution documents of the Company ; (ii) creating any further charge, lien or encumbrance over
the assets and properties of the Company; (iii) effecting any changes to the shareholding of the Company to the effect
that it changes the management control of the Company; (iv) making any investments by way of deposits, loans,
advances or investments in share capital or otherwise, in any concern or providing any credit or giving any guarantee,
indemnity or similar assurance other than in normal course of business; (v) revaluing its assets; (vi) paying any
commission to its promoters, directors, managers or other persons for furnishing guarantees, counter guarantees or
indemnities; (vii) inducting on its Board a person whose name appears in the list of wilful defaulters (in accordance
with the extant guidelines issued by the RBI); (viii) buy back, cancel, retire, reduce, redeem, re-purchase, purchase
or otherwise acquire any of its share capital now or hereafter outstanding, or set aside any funds for the foregoing
purposes, issue any further share capital whether on a preferential basis or otherwise or change its capital structure
in any manner whatsoever that may result in change in promoter or the promoter losing control, (viii) approaching
capital markets for mobilizing additional sources, either in the form of debt or equity; (ix) implement any scheme of
expansion, modernization, diversification or acquire fixed assets other than those shown in the cash flow statement.

Further, under certain financing arrangements, we are required to maintain specific credit ratings and other financial
ratios, which may restrict or delay certain actions or initiatives that we may propose to take in the ordinary course of
business.

We have, on certain occasions, been unable to comply with such financial covenants. In particular, primarily as a
result of the Government of India’s demonetization measures and its consequent effect on our customers (who
primarily repay their loans by way of cash), we were unable to comply with certain ratios in various financing
agreements (including documents for issuance of non-convertible debentures) as regards the maintenance of PAR
levels for over 30 days. While we duly informed the relevant lenders about such non-compliance (and the reasons
thereof) and requested for their waivers and the relevant lenders have not declared a default on this account, we
cannot assure you that that they will not do so in the future or such instances of non-compliance would not recur in
future.

Failure to observe the covenants under our financing arrangements or failure to obtain necessary waivers may lead
to the termination of our credit facilities, acceleration of amounts due under such facilities, trigger cross-default
provisions and the enforcement of security provided. There can be no assurance that we would be able to persuade our
lenders to grant extensions or refrain from exercising such rights which may adversely affect our operations and cash
flows. During any period in which we are in default, we may be unable to raise, or face difficulties raising, further
financing or generate sufficient cash to fund our liquidity requirements.

Any default or delay in repayment of our borrowing would trigger payment to some or all of the other borrowing
obtained by our Company, which would have a material adverse effect on the liquidity position, cash flows, business
and results of operation of our Company. There have been instance of delay in repayment of borrowings in Fiscal
2020 pending our application to banks and lenders to grant moratorium only principal repayments due from March
30, 2020 and onwards in light of the RBI circular dated March 27, 2020 on Covid-19 Regulatory package. The
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request for moratorium was approved by most banks / financial institutions subsequently and repayment was made
good in respect of those banks who had not granted the moratorium.

Our lenders also have the ability to recall or accelerate all or part of the amounts owed by us, subject to the terms of
the financing arrangement. Such recalls may be contingent on happening of an event beyond our control and there
can be no assurance that we will be able to persuade our lenders to give us extensions or to refrain from exercising
such recalls. A recall notice may also lead to an event of default under an existing financing arrangement. There can
be no assurance that we will be able to repay our loans in full, or at all, at the receipt of a recall or acceleration notice,
or otherwise. Our inability to comply with the conditions prescribed under the financing arrangements, or repay the
loans as per the repayment schedule, may have an adverse impact on our credit rating, business operations and future
financial performance. Further, if we are unable to service our existing debt, our ability to raise debt in the future
will be adversely affected, which will have a significant adverse effect on our results of operations, cashflows,
financial condition and our business.

There can be no assurance that we will be able to access capital as and when we need it for growth.

Our liquidity and profitability are, in large part, dependent upon our timely access to capital and costs associated
with raising capital. Our funding requirements have historically been met from a combination of term loans, direct
assignment or securitization of our portfolio to banks and financial institutions, proceeds from issuance of non-
convertible debentures, external commercial borrowings, subordinated debt as well as equity contributions. Any
change in the RBI regulations on priority sector lending, or our inability to maintain relationships with such banks
and financing institutions could adversely affect our business, results of operations, cashflows and financial
condition. Our business depends and will continue to depend on our ability to access diversified low-cost funding
sources. As a financial services company, we face certain additional regulatory restrictions on our ability to obtain
financing from banks. For further information, see “Regulations and Policies” on page 184.

If we are unable to access the necessary amounts of additional capital, for meeting our incremental capital
requirement, it may adversely impact our ability to grow our overall business and may even require us to curtail or
withdraw from some of our current business operations. If we are unable to access funds at an effective cost that is
comparable to or lower than our competitors, we may not be able to offer competitive interest rates for our loans to
customers. Our ability to raise funds on acceptable terms and at competitive rates continues to depend on various
factors, including the regulatory environment and policy initiatives in India, liquidity in the market, developments in
the international markets affecting the Indian economy, investors' and/ or lenders' perception of demand for debt and
equity securities of NBFCs and MFIs, and our current and future results of operations and financial condition. There
can also be no assurance that we would be able to raise adequate additional capital in the future on terms favorable
to us, or at all, and this may hamper and adversely impact our growth plans.

We did not have adequate controls for managing our historical secretarial records and compliances as a result of
which there have been certain inaccuracies and non-compliances with respect to certain provisions of the
Companies Act, SEBI Listing Regulations, applicable FEMA regulations, regulatory filings and corporate
actions taken by our Company. Consequently, we may be subject to regulatory actions and penalties for such non-
compliance and our business, financial condition and reputation may be adversely affected.

In the past, our controls and compliances for managing our secretarial records and compliances have been inadequate
as a result of which there have been factual inaccuracies, non-compliances with certain provisions of the Companies
Act, 1956, Companies Act, 2013, SEBI Listing Regulations and FEMA regulations, and delays and failures in
making certain regulatory filings by our Company. This may subject us to regulatory actions and/ or penalties which
may adversely affect our business, financial condition and reputation.

We have been unable to trace a number of documents, including the form filings, share transfer deeds, board
resolutions maintained by our Company from incorporation up to the year 2007. We may be unable to obtain copies
of these documents in the future to ascertain details of the relevant transactions.

Except as disclosed below, we maintain all other corporate records and regulatory filings at our Company:

o form filings and corresponding resolutions in relation to amendments made to the MoA of our Company for the
period between 1991 and January 31, 2007; and

o form filings and corresponding resolutions in relation to the initial subscription of 20 Equity Shares, preferential
allotment of 180 Equity Shares, 229,200 Equity Shares, 470,500 Equity Shares and 36,66,380 Equity Shares made
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onJune 12, 1991, June 28, 1991, December 27, 1996, February 16, 1997 and March 25, 2008, respectively.

We have been unable to trace these documents at the relevant registrar of companies and may be unable to obtain
copies of these documents in the future to ascertain details of the relevant transactions. Accordingly, for a period
commencing from incorporation until the year 2007, we are unable to confirm details of any corporate actions
undertaken by our Company, including acquisitions of any business or undertakings, revaluation of assets, entry into
any scheme of amalgamations, public offerings of debt securities, any instances of strikes, lock-outs or cost time/
cost overruns and any default in repayment or rescheduling of borrowings from financial institutions or banks.
Further, there have also been instances of our Company making only a post-facto noting of a share transfer (as
opposed to granting an in-principle approval), and typographical errors in our register of members and a form FC-
TRS filing made in relation to a share transfer.

We are subject to regular scrutiny and supervision by various regulators, statutory bodies and self-regulatory
organisations such as RB1, SEBI, Stock Exchanges and RoC. The requirements imposed by these regulators
are designed to ensure the integrity of the financial markets and to protect investors’ interests. Any non- compliance
with regulatory guidelines and directions in past and future may result in regulatory actions, which includes issuance
of administrative/warnings/deficiency letters, fines or sanctions imposed by these regulators and, in certain
circumstances, could lead to revocation of certain of our licenses. While we attempt to comply with all regulatory
provisions applicable to us, in the event we are not able to comply with the observations made by these regulators,
we could be subject to supervisory actions, which may have a material adverse effect on our reputation, financial
condition, cash flows and results of operations. In the past, there have been instances of factual inaccuracies, non-
compliances or delayed compliances with certain provisions of the Companies Act, 1956, Companies Act, 2013,
SEBI Listing Regulations and FEMA regulations, and delays and failures in making certain regulatory filings by our
Company, For instance:

i. In the past where we have not obtained unique identification numbers and/ or unique registration numbers for
the allotment of the Equity Shares of our Company to non-resident shareholders.

We have made an allotment of compulsorily convertible cumulative preference shares in the past without having
the necessary authorizations under our Memorandum of Association. We allotted 9,20,000 compulsorily
convertible cumulative preference shares in 2008 at the face value of 100 per compulsorily convertible
cumulative preference share, when our Memorandum of Association did not permit issuance of preference share
capital. At the time of making this allotment in 2008, while our memorandum and articles empowered us to
issue 1,80,00,000 Equity Shares, our Company allotted 9,20,000 compulsorily convertible cumulative
preference shares without altering the capital clause of the then prevailing memorandum of association. While
the compulsorily convertible cumulative preference shares were allotted without re-classifying the authorized
share capital of our Company, subsequent to their issuance, the aggregate issued, subscribed and paid-up share
capital of our Company was within the overall authorized share capital of %18,00,00,000.

We sought to address these non-compliances with the Companies Act, 1956 by making a compounding
application dated January 20, 2018 with the Regional Director, South-East Region, Hyderabad, Ministry of
Corporate Affairs (“Regional Director”) and the relevant corporate filings were made with the RoC. On April
10, 2018, the Regional Director compounded the offences under Section 94 and Section 13(4) of the Companies
Act, 1956 upon payment of a compounding fees of 25,000 each by the Company and two officers of the
Company who were in default under the aforesaid provisions. However, we cannot assure you that the MCA or
the Registrar of Companies will condone these irregularities or that the penalty imposed will not be material and
that it will not have a material adverse effect on our reputation, business, financial condition or that we will pay
such amounts in time or at all.

ii. During the year 2009, we had issued 25,00,000 compulsorily convertible preference shares of face value of 10
each (“CCPS”) to a non-resident entity. A total amount of % 9,37,505 was payable as dividend on such CCPS
upon conversion. However, instead of paying the dividend amount in cash, we allotted an aggregate of 28,409
extra Equity Shares on December 9, 2009 when the CCPS were converted to Equity Shares. Subsequently, we
were intimated by the Registrar of Companies and the Regional Director of the Ministry of Corporate Affairs,
Government of India (“MCA”), that the payment of dividend in the form of Equity Shares instead of cash was
not in compliance with applicable provisions of the Companies Act, 1956. Subsequently, in October 2011, we
filed compounding proceedings with the (erstwhile) Company Law Board (“CLB”) to compound such non-
compliance. The CLB, by an order dated October 26, 2017, compounded these violations upon payment of a
penalty of 5,000 by our Company and 32,000 each by two of our erstwhile directors and our erstwhile company
secretary.
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Further, we also applied to the (erstwhile) Foreign Investment Promotion Board (“FIPB”) for post-facto approval of
the allotment of 28,409 Equity Shares in lieu of dividends, which was granted by the FIPB, subject to compounding
by the RBI. Subsequently, we made an application to the RBI to compound this allotment. In August 2012, the RBI
compounded the allotment upon payment of a compounding fee of 2100,000. In its order, the RBI also noted that
there was delayed reporting of the allotment of Equity Shares.

We have subsequently addressed these irregularities by getting the relevant irregularities compounded by RBI or
MCA or the Registrar of Companies, as applicable. While no legal proceedings or regulatory action has been initiated
against our Company in relation to any provisions of the Companies Act, SEBI Listing Regulations, applicable
FEMA regulations, regulatory filings and corporate actions taken by our Company as of the date of this Draft Shelf
Prospectus, we cannot assure you that no legal proceedings or regulatory actions will be initiated against our
Company in the future in relation to such non-compliances.

Any failure or material weakness of our internal control systems could cause significant operational errors, which
would materially and adversely affect our profitability and reputation.

We are responsible for establishing and maintaining adequate internal measures commensurate with the size and the
complexity of our operations. Our internal or concurrent audit functions are equipped to make an independent and
objective evaluation of the adequacy and effectiveness of internal controls on an ongoing basis to ensure that business
personnel adhere to our policies, compliance requirements and internal circular guidelines. While we periodically test
and update our internal control systems as necessary, we are exposed to operational risks arising from the potential
inadequacy or failure of internal processes or systems, and our actions may not be sufficient to guarantee effective
internal controls in all circumstances. Given our high volume of transactions, it is possible that errors may repeat or
compound before they are discovered and rectified. Our management information systems and internal control
procedures that are designed to monitor our operations and overall compliance may not identify every instance of
non-compliance or every suspicious transaction. If internal control weaknesses are identified, our actions may not be
sufficient to fully correct such internal control weakness. We face operational risks in our business which may result
in deficiencies to arise in the credit sanction process, inaccurate financial reporting, fraud and failure of critical
systems and processes which may result in losses. In addition, we carry out certain processes manually, which may
increase the risk that human error, tampering or manipulation will result in losses that may be difficult to detect. As
a result, we may suffer material losses. Such instances may also adversely affect our reputation, thereby adversely
impacting our business, results of operations and financial condition.

We may face various risks associated with our large number of branches and widespread network of operations
which may adversely affect our business, financial condition, results of operations and cashflows.

As of June 30, 2022, CA Grameen and MMFL have a consolidated presence across 14 states of Karnataka,
Maharashtra, Tamil Nadu, Chhattisgarh, Madhya Pradesh, Odisha, Kerala, Goa, Gujarat, Rajasthan, Uttar Pradesh,
Bihar, Jharkhand, West Bengal and one union territory of Puducherry through 1,681 branches, 19 regional offices and
10,594 loan officers.

As a consequence of our large network, we may be exposed to certain risks, including, amongst others:

e preserving our asset quality and managing our NPAs as our geographical presence increases and our customer
profile changes;

developing and improving our product delivery channels;

upgrading, expanding and securing our technology platform;

complying with regulatory requirements such as KYC and AML norms;

maintaining high levels of customer satisfaction;

difficulties arising from operating a larger and more complex organization;

difficulties arising from coordinating and consolidating corporate and administrative functions;

delay in the transfer of data amongst various locations;

higher technology support costs to achieve last mile connectivity;

operational risks including integration of internal controls and procedures;

failure to efficiently and optimally allocate management, technology and other resources across our branch
network;

failure to manage third-party service providers in relation to any outsourced services;

o difficulties in the integration of new branches with our existing branch network;

o difficulties in supervising local operations from our centralized locations;
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o difficulties in hiring and training skilled personnel in sufficient numbers to operate the new branches
locally and management to supervise such operations from centralized locations;

o failure to maintain the level of customer service at all branches; and

e unforeseen legal, regulatory, property, local taxation, labor or other issues.

Any of the above reasons may result in our failure to manage our expansive presence, which may materially and
adversely affect our brand, reputation, business, financial condition, results of operations and cash flows.

The impact of the COVID-19 pandemic on our business, cashflows and operations is uncertain and cannot be
predicted.

In late 2019, the COVID-19 disease, commonly known as “novel coronavirus”, was first reported in Wuhan, China.
On January 30, 2020, the World Health Organization declared the COVID-19 outbreak a “Public Health Emergency
of International Concern” and on March 11, 2020 it was declared a pandemic. However, with the advent of vaccines,
the pandemic is now brought in control and the number of cases are declining and expected to come down further in
the coming months. We continue to monitor developments closely.

The COVID-19 first and second wave had significant impact on the macroeconomic environment, our business
operations and cashflows. While there was nation-wide lockdown declared during the first wave, the second wave
saw territory based lockdowns. Our business operations and cashflows were disrupted during the lockdown period,
affecting our business growth, collection efficiency and asset quality. The third wave had minimal impact on the
business of the Company. As on the date of this Draft Shelf Prospectus the covid situation in the Company is well
in control and the operations are in full swing. However, there can be no assurance that there will be no impact of
COVID-19 or its consequences on our business, financial condition and results of operations generally or in our
sector in particular.

Competition from banks and financial institutions, as well as state-sponsored social programs, may adversely
affect our profitability and position in the Indian microcredit lending industry.

We face significant competition from other MFIs and banks in India (including SFBs). For details, see “Our Business
— Competition” on page 157. Many of the institutions with which we compete may be larger in terms of business
volume or may have greater assets, higher geographical penetration and better access to, and lower cost of, funding
than we do. In certain areas, they may also have better brand recognition and larger customer bases than us. We
anticipate that we may encounter greater competition as we continue expanding our operations in India, and this may
adversely affect our business, results of operations and financial condition. We consider Bharat Financial Inclusion
Ltd. (now merged with Indusind Bank Limited), Satin Creditcare Network Limited, Annapurna Microfinance
Private. Limited, Arohan Financial Services Limited, Spandana Sphoorty Financial Limited, L&T Finance Limited,
Asirvad Microfinance Limited, Ujjivan Small Finance Bank Limited, Equitas Holdings Limited, Muthoot Microfin
Limited, IIFL Samasta Finance Limited, Belstar Microfinance Limited as our key competitors.

We believe traditional commercial banks as well as regional rural and cooperative banks, have generally not directly
targeted the lower income segments of the population for new customers. However, some banks do participate in
microfinance by financing the loan programs of self-help groups often in partnership with NGOs, or through certain
state-sponsored social programs. Further, most small finance banks which received approval from the RBI for the
commencement of SFB operations are focused on low and middle- income individuals and micro, small and medium
enterprises. Banks also indirectly participate in microfinance by giving loans and providing other sources of funding
to other MFIs. In addition, of late, some commercial banks are also beginning to directly compete with for-profit
MFlIs for lower income segment customers in certain geographies.

We are in the process of amalgamating, our Subsidiary, MMFL into our Company through a scheme of
amalgamation filed with the National Company Law Tribunal, Bengaluru Bench (“Scheme”). While we have
received the approval of our Board and shareholders for the Scheme, we cannot assure that we will receive other
pending approvals for the Scheme in a timely manner or at all. Further, we may not be able to complete all the
procedural formalities in relation to the Scheme in a timely manner which may have an adverse impact on our
business operations.

In March 2020, we acquired 76.08% of the share capital of Madura Micro Finance Limited (“MMFL”/ “Transferor
Company”), an NBFC-MFI registered with RBI and headquartered in Chennai, India. Pursuant to resolutions passed
on November 27, 2019, January 22, 2020 and October 23, 2020, our Board had approved the Scheme for the merger
of MMFL into our Company. Any merger involving our Company will require various regulatory approvals, including
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from the NCLT, the RBI, the Stock Exchanges and SEBI. As per the direction issued by National Company Law
Tribunal, Bengaluru Bench (“NCLT Bengaluru”) dated February 25, 2022 and direction issued by National Company
Law Tribunal, Chennai Bench (“NCLT Chennai”) dated March 29, 2022, meeting of the equity shareholders of our
Company was convened on April 25, 2022 and meeting of the equity shareholders of MMFL was convened on May
04, 2022 whereby the Scheme has been approved by majority equity shareholders of our Company and MMFL
respectively. NCLT Bengaluru and NCLT Chennai have dispensed the meetings of both secured and unsecured
creditors of our Company and MMFL. As on the date of this Draft Shelf Prospectus, the matter is pending before the
NCLT Chennai and NCLT Bengaluru for their final approval. For further details in relation to the scheme, and the
correspondence with regulatory authorities in relation to the Scheme, please see chapter titled “History and Main
Objects — Proposed Scheme of Amalgamation™ on page 162.

Pursuant to the Scheme, the assets, properties, debts, liabilities, duties, responsibilities and obligations of MMFL
will be transferred and vested in our Company on a going concern basis with effect from April 1, 2020. Any failure
on our part to receive all approvals for the Scheme, in a timely manner or at all, may have an adverse impact on our
business.

Pursuant to the terms of the implementation agreement dated November 27, 2019, the tribunal had to pronounce its
order sanctioning the scheme within 18 months from the date of completion of the purchase of the MMFL shares by
our Company under the SPAs (extendable by six months as required by our Company), however the period of 18
months has lapsed, our Company has accordingly obtained waiver under the implementation agreement dated
November 27, 2019. As part of the Scheme, we are required to undertake various procedural actions including (i)
branches of MMFL to be rebranded as CA Grameen; (ii) system integration process, (iii) transfer of ownership in
relation to all the approvals to the name of our Company, etc. While we have started integration process, we cannot
assure that we will be able to complete all the procedural formalities in relation to the Scheme in a timely manner.
Any such delay or failure in completing the procedural formalities in relation to the Scheme in a timely manner may
have an adverse impact on our business operations and our ability to realize the anticipated benefits of the Scheme.

For details, please see ‘History and Main Objects’ on page 161.

We depend on the accuracy and completeness of information about customers and counterparties for our credit
assessment and risk management. Any misrepresentation, errors in or incompleteness of such information could
adversely affect our business and financial performance.

In deciding whether or not to extend credit or enter into other transactions with customers, we rely on information
furnished to us by or on behalf of customers. We may also rely on certain representations from our customers as to the
accuracy and completeness of that information. To ascertain the creditworthiness of potential borrowers, we may
depend on credit information companies or credit bureaus, and our reliance on any misleading information may affect
our judgement of credit worthiness of potential borrowers, which may affect our business, prospects, results of
operations, and cashflows and financial condition. We may receive inaccurate or incomplete information as a result
of negligence or fraudulent misrepresentation. Our risk management measures may not be adequate to prevent or
deter such activities in all cases, which may adversely affect our business prospects, financial condition, results of
operations and cashflows.

Moreover, the availability of accurate and comprehensive credit information of our focus customer segment in India
is limited, which reduces our ability to accurately assess the credit risk associated with such lending. Difficulties in
assessing credit risks associated with our day-to-day lending operations may lead to an increase in the level of our
NPAs, which could materially and adversely affect our business prospects, financial condition and results of
operations.

We handle cash in a high volume of transactions occurring through a dispersed network of branches; as a result,
we are exposed to operational risks, including fraud, petty theft and embezzlement, which could harm our results
of operations and financial position. Further, our employees may be the target of violent crime, such as thefts
and robberies, which may adversely affect our business, operations and our ability to recruit and retain employees.

As we handle a large amount of cash through a high volume of transactions taking place across our branch network,
we are exposed to the risk of fraud or other misconduct by employees or outsiders. This risk is further exacerbated
by the high level of autonomy on the part of our loan officers and back-end managers, which our business model
requires. For instance, in the past, we have discovered a few cases of theft, robbery and cash embezzlement by either
third parties or employees. Fraud and other misconduct can be difficult to detect and deter. For details relating to
such criminal litigations, please see “Outstanding Litigations” on page 445. Given the high volume of transactions
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we process on a daily basis, certain instances of fraud and misconduct may go unnoticed or may only be discovered
and successfully rectified after substantial delays. Even when we discover such instances of fraud or theft and pursue
them to the full extent of the law or with our insurance carriers, there can be no assurance that we will recover any
of the amounts involved in these cases. Our reputation could be adversely affected by fraud committed by employees,
customers or outsiders, or by our perceived inability to properly manage fraud-related risks. We make a provision in
our financial statements for 100.00% of the value of any fraud discovered by us. Further, to the extent that our
employees are subject to violent attacks, theft or robbery in the course of their duties in certain areas where we have
operations/branches, our ability to service such areas will be adversely affected and our employee recruiting and
retention efforts may be curtailed, which would negatively impact our expansion and growth plans. In addition, if
certain areas of India pose a significantly higher risk of crime or political strife and instability, our ability to service
such areas will be adversely affected and our expansion and growth may be curtailed. In addition, our dependence
upon automated systems to record and process transactions may further increase the risk that technical system flaws
or employee tampering or manipulation of those systems will result in losses that are difficult to detect.

We require various statutory and regulatory approvals, licenses, registrations and permissions to conduct our
business and an inability to obtain or maintain such approvals, licenses, registrations and permissions in a timely
manner, or at all, may adversely affect our operations.

We require various approvals, licenses, registrations and permissions to operate our business, including a registration
for our Company and our Subsidiary, MMFL, with the RBI as an NBFC-MFI as well as various other corporate actions.
We are also required to comply with the prescribed requirements, including classification of NPAs and provisioning,
KYC requirements, qualifying assets and other internal control mechanisms. For further information, please see
section titled “Regulations and Policies” on page 184. In future, we will be required to maintain such permits and
approvals and obtain new permits and approvals for any proposed expansion strategy or diversification into additional
business lines or new financial products. There can be no assurance that the relevant authorities will issue any of such
permits or approvals in a timely manner, or at all, and/ or on favourable terms and conditions. Our failure to comply
with the terms and conditions of such permits or approvals and/ or to maintain or obtain the required permits or
approvals may result in an interruption of our business operations and may have a material adverse effect on our
business operations and future financial performance.

In the event that we are unable to comply with the requirements within the specified time limit, or at all, we may be
subject to regulatory actions by the RBI, including the levy of fines or penalties and/ or the cancellation of our license
to operate as an NBFC-MFI. Any levy of fines or penalties or the cancellation of our license to operate as an NBFC-
MFI due to any breach of applicable norms may adversely affect our business, prospects, results of operations and
financial condition. In addition, we require various registrations to operate our branches in the ordinary course of
business. These registrations typically include those required to be obtained or maintained under applicable
legislations governing shops and establishments, professional tax, labor related registrations and trade licenses of the
particular state in which they operate. Some of these approvals may have expired in the ordinary course, and our
Company has either applied, or is in the process of applying for renewals of them. If we fail to obtain or retain any
of these approvals or licenses, or renewals thereof, in a timely manner, or at all, our business may be adversely
affected. If we fail to comply, or a regulator claims that we have not complied, with any of these conditions, we may
be liable to fines and/ or penalties, and our certificates of registration may be suspended or cancelled, and we would
no longer be able to carry on such activities required for our business.

We face the threat of fraud and cyber-attacks targeted at disrupting our services, such as hacking, phishing and
Trojans, and/ or theft of sensitive internal data or customer information. This may cause damage to our reputation
and adversely impact our business and financial results.

Our systemic and operational controls may not be adequate to prevent adverse impact from frauds, errors, hacking
and system failures. Further, our internet platforms are exposed to being hacked or compromised by third-parties,
resulting in thefts and losses to our customers and us. Some of these cyber threats from third-parties include: (i)
hacking — wherein attackers seek to hack into our website with the primary intention of causing reputational damage
to us by disrupting services; (ii) data theft — wherein cyber criminals may attempt to intrude into our network with
the intention of stealing our data or information; and (iii) advanced persistent threat — a network attack in which an
unauthorized person gains access to our network and remains undetected for a long period of time with an intention to
steal our data or information. While we have faced certain instances of infrastructure outages, in our knowledge there
has been no substantial theft or loss of information, or financial loss pursuant to these cyber-attacks. The frequency
of such cyber threats may increase in the future with the increased digitization of our services and other external
factors. For example, a substantial increase in cyber-attacks across industries in India has been noticed since the
outbreak of COVID-19 in March, 2020. Not only are we exposed to such risks from our own actions or those of our
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employees, but from actions of our third-party service providers, whom we do not control. If we become the target
of any of such cyber-attacks, it could materially and adversely affect our business, financial condition and results of
operations.

Further, since we review and retain, in our ordinary course of business, sensitive personal data of our customers for
diligence and KYC checks (including AADHAAR data), any security breaches in our systems could give rise to
regulatory liability or litigation. In addition, any breakdown, breach or hacking of the information technology
platforms of key resources used by us in our lending operations, including credit-bureaus, could adversely affect our
operations and the quality of our portfolio.

In June 2017, the RBI issued master directions on information technology frameworks for NBFCs. These directions
prescribe measures to be adopted by NBFCs to minimize cyber risk, including adoption of IT strategy policies
(overseen by a strategy committee), information and cyber security protocols and policies, and reporting of cyber-
security incidents and breaches to the RBI from time to time. Any cyber-security breach could also subject us to
additional regulatory scrutiny and expose us to civil litigation and related financial liability.

We depend on our brand recognition, and failure to maintain and enhance awareness of our brand would
adversely affect our ability to retain and expand our customer base.

We believe that any damage to our reputation could substantially impair our reputation and our ability to maintain
or grow our business, or have a material adverse effect on our overall business, financial condition and results of
operations. If we fail to maintain brand recognition with our target customers due to any issues with our product
offerings, a deterioration in service quality, or otherwise, or if any premium in value attributed to our business or to
the brands under which our services are provided declines, market perception and customer acceptance of our brands
may also decline. Any negative news affecting us might also affect our reputation and brand value. In such an event,
we may not be able to compete for customers effectively, and our business, financial condition and results of
operations may be adversely affected.

In addition, we also face the risk of our brand name being misused for fraudulent purposes, which may adversely
affect our reputation.

If we are unable to protect our trademarks and tradenames, others may be able to use our trademarks and
tradenames to compete more effectively. Also, we may breach third-party intellectual property rights.

We have obtained registration of the following trademarks:

Particulars Trademark
CreditAccess Grameen” (logo) .
CreditAccess”
\\\» Grameen
Grameen Koota Financial Services (logo) f‘“\
\ GrameenKoota
GRAMEENKOOTA (word) GrameenKoota

Grameen Koota Jagruti” (logo)

% Jagruti

-~

/C':I;meenl(oota &

We have also obtained registration for certain domains, including “grameenkoota.org”. Further, any unauthorized or
inappropriate use of our brand, trademarks and domain names by others, in their corporate names or product brands or
otherwise could harm our brand image, competitive advantages and business and dilute or harm our reputation and
brand recognition. If a dispute arises with respect to any of our intellectual property rights or proprietary information,
we will be required to produce evidence to defend or enforce our claims, and we may become party to litigation,
which may strain our resources and divert the attention of our management. We cannot assure you that any
infringement claims that are material will not arise in the future or that we will be successful in defending any such
claims when they arise.
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Our efforts to protect our intellectual property or proprietary information and the measures we take to identify
potential infringement of our intellectual property may not be adequate to detect or prevent infringement,
misappropriation or unauthorized use. Any such misappropriation or duplication of our name, registered/ official
addresses, corporate logos or other intellectual property or proprietary information may disrupt our business, distract
management and employees, reduce revenues and increase expenses. In addition, we may also become subject to
infringement claims. Even if claims against us are not meritorious, any legal, arbitral or administrative proceedings
that we may be required to initiate or defend in this regard may be time-consuming, costly and harmful to our
reputation, and there is no assurance that such proceedings will ultimately be determined in our favor. Furthermore,
the application of laws governing intellectual property rights in India is continuously evolving and there may be
instances of infringement or passing-off of our brand in Indian markets. Our failure to adequately protect our brand,
trademarks and other related intellectual property rights may adversely affect our business, financial condition and
results of operations.

We may be subject to claims by third-parties, both inside and outside India, if we breach their intellectual property
rights by using slogans, names, trademarks or other such rights that are of a similar nature to the intellectual property
these third-parties may have registered or are using. We might also be in breach of such third-party intellectual
property rights due to accidental or purposeful actions by our employees where we may also be subjected to claims
by such third-parties.

Any legal proceedings that result in a finding that we have breached third-parties' intellectual property rights, or any
settlements concerning such claims, may require us to provide financial compensation to such third-parties or stop
using the relevant intellectual property (including by way of temporary or permanent injunction) or make changes to
our marketing strategies or to the brand names of our products, any of which may have a material adverse effect on
our business, prospects, reputation, results of operations and financial condition.

Our Promoter has invested in Sahayata Microfinance Private Limited, which has been involved in various
financial irregularities and discrepancies in the past.

Our Promoter presently holds 31.34% in the issued and paid-up equity share capital of Sahayata Microfinance Private
Limited (“Sahayata”), a company incorporated in Udaipur, Rajasthan. Sahayata was registered as a non-deposit
holding or accepting NBFC with the RBI on December 8, 1998. Around August 2011, various discrepancies and
irregularities in the operation and management of Sahayata came to light, including inter alia: (a) accounting
malpractices, such as reporting fake expenses, fake loans and fictitious transactions and cash generated from fake
transactions used to fund delinquent accounts; (b) failure of internal controls, including booking of fictitious loans
at head office level to prevent internal auditing of branch operations and branch reviews; (c) poor quality and lack of
independence of internal audit; (d) lack of any review over expenditure incurred by Sahayata and verification in
relation to purchase of fixed assets; (e) concealing of NPAs including forgery of supporting documents relied upon by
the statutory auditors of Sahayata; and (f) poor post-sanction supervision of loans, lack of regular field-visits by
independent internal auditors/ staff. In October 2013, the RBI directed Sahayata to surrender its NBFC registration
and subsequently, its license was cancelled by an executive order in March 2014. Further, based on publicly available
records, Sahayata has also been identified as a defaulter by various lenders for suit-filed accounts of X1 crore and
above as on March 31, 2017. These lenders have also named the aforementioned directors of Sahayata in relation to
the defaults.

Various steps had been taken by the management of Sahayata at the point of time when such matters came to light to
address these issues including identification and suspension of members of the senior management who were
involved in these activities and initiation of legal action against them. While CreditAccess India N.V (“CAI”), our
Promoter, continues to hold 31.34% in the issued and paid-up equity share capital of Sahayata, in the recent past,
except for a letter dated February 15, 2017 from Sahayata addressed to CAl's Indian counsel with the annual reports
and other details of Sahayata as of March 31, 2015, CAIl has not been able to communicate with, or obtain any
information from Sahayata including in relation to receipt of audited financial statements and other shareholder
records, and inquiries on initiation of winding-up proceedings of Sahayata by CAl and in connection with the Issue.
CAl and its group companies, viz. MVH S.P.A and MicroVentures Investments SA SICAR have never been
classified as a promoter or promoter group member of Sahayata. Further, the nominee director of CAI on the board
of directors of Sahayata since 2009, being Paolo Brichetti, resigned from the board of directors of Sahayata on
October 22, 2012. However, we cannot assure you that any action taken against Sahayata in relation to the
aforementioned issues may not have an impact on the shareholding of CAl in Sahayata, or the reputation of CAL.
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Some of our Directors are also directors on the board of directors of companies that are in the same line of
business as our Company.

Some of our directors, being Udaya Kumar Hebbar, Manoj Kumar, George Joseph are also directors on the board of
directors of companies that are in the same line of business as our Company. We cannot assure you that our Directors
will continue to act in our best interest or continue to support us which could materially and adversely affect our
business, financial condition and results of operations.

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

We are highly dependent on the continued services of our management team, including our Managing Director and
Chief Executive Officer. We are also dependent on our experienced members of our Board of Directors, Key
Managerial Personnel and senior managerial personnel. Our future performance is dependent on the continued
service of these persons. The RBI also mandates NBFCs to have in place supervisory standards to ensure that their
directors have appropriate qualifications, technical expertise and a soundtrack record, and such requirements will
make it more difficult for us to replace our directors if and when we have to. We may not be able to replace our
Board of Directors with similarly experienced professionals, which could materially and adversely impact the quality
of our management and leadership team.

Further, while certain of our other employment agreements contain non-compete clauses that extend beyond their
term, there can be no assurances that we will effectively be able to enforce them or prevent key employees or
members of our management team to join competing interests after expiry of employment with us. Further, we do not
maintain any “key man” insurance. If one or more of these key personnel are unwilling or unable to continue in their
present positions, we may not be able to replace them with persons of comparable skills and expertise.

We also face a continuing challenge to hire and assimilate skilled personnel. Competition for management and other
skilled personnel is intense, and we may not be able to attract and retain the personnel we need in the future. The
loss of key personnel or our inability to replace key personnel may restrict our ability to grow, to execute our strategy,
to raise the profile of our brand, to raise funding, to make strategic decisions and to manage the overall running of
our operations, which would have a material adverse impact on our results of operations and financial position.

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 quarter of each financial year. 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.

As an NBFC-MFI, our Company and MMFL are subject to periodic inspections by the RBI. Non-compliance
with observations made by the RBI during these inspections could expose us to penalties and restrictions.

As RBI-registered NBFC-MFIs, our Company and MMFL are subject to periodic inspections by the RBI to verify
the correctness or completeness of our business and operations, internal controls, and any statement, information or
particulars furnished to the RBI. We will continue to be subject to inspections by the RBI, in the course of which the
RBI may report on divergences (if any) from regulatory requirements applicable to NBFCs. In recent inspection
reports, the RBI has, among other things, identified major areas of non-compliance to statutory and regulatory
guidelines including (a) non-compliance of corporate governance norms inter alia with respect to functioning of
committees, periodicity of meetings, compliance with coverage and review functions ; (b) an annual review of frauds
for the year ended March 2021 not being tabled before the Board; (c) hon-compliance of fair practices code and
grievance redressal mechanism by the Board; (d) policies for appointment and independence of chief risk officer
were not in place by the Board; () regular review of outsourcing policies, strategies not ensured by the Board, audit
policy does not include audit of outsourced activities, outsourcing agreements not in compliance with the regulations;
(f) non evaluation of internal financial controls and risk management systems evidenced by audit committee during
the year ended March 31, 2021; (g) audit notes and compliance of KYC policy not being placed before audit
committee on quarterly basis; (h) declaration and undertaking of directors not being scrutinized/analyzed by NRC;
(i) evaluation of every director’s performance not evidenced of being done by the NRC ; (j) due diligence process
for renewal of appointment of directors not evidenced to have been done by the NRC during the year ended March
31, 2021; (k) Managing director and CEO did not head the ALCO during the year ended March 31, 2021; (I) the
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Company has spent less to the extent of 1.81 crore for CSR activities and had transferred the unutilized amount to a
bank account, which was actually applicable for an ongoing project; (m) Company is not having a Board approved
policy for private placement of NCDs; (n) Company had exceeded the margin cap of 10% in two quarters viz June
2020 and September 2021; (0) Company was not filing and registering the record of mortgages in CERSAI in respect
of applicable loans; (p) company has not adhered to the requirement of liquidity disclosure; (q) Note on treatment of
investment portfolio for the purpose of ALM not forwarded to RBI.

Whilst we have responded to the RBI and addressed such observations, there can be no assurance that the RBI would
not make similar or other observations, including divergences, in the future. If we are unable to resolve such
deficiencies and other matters to the RBI’s satisfaction, we could be exposed to penalties and restrictions, and our
ability to conduct our business may be adversely affected.

Further, one of our Subsidiaries, MMFL, isalso an RBI-registered NBFC-MFI, which is subject to periodic inspections
by the RBI to verify the correctness or completeness of our business and operations, internal controls, and any
statement, information or particulars furnished to the RBI. In the past, RBI has, among other things, identified
deficiencies in MMFL’s operations, including (a) divergence in reporting of CRAR, RWA, Tier | & Tier Il capital; (b)
lapses in loan appraisal processes and documentation; (c) manual identification of NPAs; (d) appointment of
independent director on the board of directors after a lapse of 198 day (e) breaches of the regulatory margin caps on
certain MFI loans; (f) high attrition levels; (g) the asset liability management policy of MMFL did not have
provisions of forecasting and analysis of ‘what if scenario’ and preparation of contingency plans; (h) non- adherence
to KYC/AML standards prescribed by RBI; (i) implementation of Fair Practices Code; (j) deficiencies in the credit policy in respect
of MFI loans; (K) JLG registers not updated with details of meetings of certain groups; (I) scope of internal audit did not
cover areas of outsources activities, specifically through business correspondent and co-lending model; and (m) delay
in filing of returns. While MMFL has responded to the RBI, there can be no assurance that the RBI would not make
similar or other observations in the future. The RBI has in the past identified deficiencies in the KYC and AML
standards of MMFL, including lack of systems and softwares, to identify transactions inconsistent with risk
categorization and reporting of suspicious transactions, including any transactions involving persons named in
sanction lists, including the UNSCR list and the 1988 sanctions list. While MMFL has taken steps to address these
issues, there can be no assurance that the RBI will not find further deficiencies in the KYC and AML standards of
MMFL.

We may not be able to detect money-laundering and other illegal or improper activities fully or on a timely basis.
Our Subsidiary, MMFL in the past did not have adequate systems in place to verify customers against risk
categorization and sanction/terrorist lists and has received notices from government authorities in this regard.
Inability to timely detect any such activities could expose us to additional liability and harm our business or
reputation.

We are required to comply with applicable anti-money-laundering and anti-terrorism laws and other regulations in
India. We, in the course of our operations, run the risk of failing to comply with the prescribed KYC procedures and
the consequent risk of fraud and money laundering by dishonest customers despite putting in place systems and
controls customary in India to prevent the occurrence of these risks. Although we believe that we have adequate
internal policies, processes and controls in place to prevent and detect any anti-money-laundering activity and ensure
KYC compliance, there can be no assurance that we will be able to fully control instances of any potential or
attempted violation by other parties and may accordingly be subject to regulatory actions including imposition of
fines and other penalties. We, in some of our activities and in pursuit of our business, run the risk of inadvertently
offering our financial products and services ignoring customer suitability and appropriateness despite having a KYC
and Anti-Money Laundering measures and associated processes in place. Such incidents may adversely affect our
business and reputation.

Our Subsidiary, MMFL, has received a notice dated March 6, 2020 (“March, 2020 Notice”) under Section 13 of the
Prevention of Money Laundering Act, 2002, from the Financial Intelligence Unit of the Ministry of Finance (“FIU”)
wherein the FIU based on RBI inspection reports on MMFL issued in 2017 and 2018, alleged that MMFL (i) did not
carry out risk assessments to mitigate money-laundering and terrorist financing risks; (ii) did not have internal
mechanisms for detecting suspicious transactions; (iii) did not undertake screening of customers against watch lists,
sanction lists, lists of persons identified under the Unlawful Activities (Prevention) Act, 1967; and (iv) did not
observe adequate client due diligence. The March, 2020 Notice stated that MMFL should respond to it within 15
days of receipt, failing which it would be presumed that MMFL does not have submissions to make with respect to
the contents of the March, 2020 Notice. Pursuant to failure of MMFL to respond to the March, 2020 Notice, on
August 28, 2020, FIU issued another show-cause notice to MMFL asking it to respond to the notice dated March 6,
2020 within a period of 15 days, or the matter would be decided ex-parte. MMFL submitted its response dated
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September 1, 2020 that it has complied with guidelines issued by the RBI, borrowers verification and stringent Know
Your Customer (KYC) policy and had conducted checks of suspicious transaction identification, money laundering
and terrorist financing. For more details, please see “Outstanding Litigations” on page 445. MMFL is yet to receive
a response from FIU, and there can be no assurance that FIU will not impose a penalty or initiate enquiry or
proceedings against MMFL. Further, MMFL has filed an application for condonation of delay in filing response to
show cause notice of FIU], FIU has not yet condoned the delay in filing the said response. There can be no assurance
that the delay will be condoned by FIU. In the event that a penalty is imposed on MMFL by FIU, it may adversely
impact MMFL’s and our reputation and financial condition, which could in turn adversely impact our business and
results of operation.

The appointment of Ms. Tara Thiagarajan, MMFL’s Chairman and Managing Director for the period between
2013 and 2016, was undertaken without receipt of requisite approval from the Ministry of Corporate Affairs.

MMFL had filed a delayed application in July, 2018 with the Ministry of Corporate Affairs (“MCA”) for the approval
of appointment Tara Thiagarajan as its Chairman and Managing Director for the retrospective period between October
1, 2013 till September 30, 2016 (“2013 Appointment”). However, the MCA while rejecting MMFL’s application vide
letter dated June 18, 2019, stated that as Tara Thiagarajan had been earlier appointed as the Chairman and Managing
Director for the period February 26, 2012 to February 25, 2015 (“2012 Appointment”), the 2013 Appointment was in
violation of Section 196 (2) of the Companies Act, 2013 (“Section 196 (2)”’). MMFL has responded to the MCA vide
letters dated July 15, 2019, November 26, 2019 and January 20, 2020, wherein it has submitted that the 2013
Appointment was not in violation of Section 196 (2) as MMFL cancelled the earlier 2012 Appointment and
appointed Tara Thiagarajan in the 2013 Appointment with revised terms and conditions. MCA vide letter dated
February 25, 2022 has passed an order for Adjudication. Thereafter, Registrar of Companies, Chennai has by way
of adjudication order dated June 15, 2022 imposed a penalty of X 2.58 lacs on our Company for the violation. Our
Company has accordingly paid the penalty to compound such non-compliance. Our company has sent a letter to
MCA to complete the compounding proceeding. The matter is currently pending with MCA, we await confirmation
from the MCA pertaining to the final appointment of Tara Thiagarajan as its Chairman and Managing Director for
the retrospective period between October 1, 2013 till September 30, 2016. We cannot assure you that MCA will not
initiate any such action against our directors, or MMFL in case of any non-compliances in future.

In addition, erstwhile statutory auditors of MMFL have mentioned in their audit report that Ms. Tara Thiagarajan
has received excess remuneration from October 2013 to September 2016, the matter is pending with MCA. While
our Company has sought clarification from MCA, we have not initiated any proceedings with MCA. We cannot
assure you that MCA will not initiate any such action against our director in relation to the excess remuneration.

We are subject to macro-economic developments and other market factors, and our results of operations may
fluctuate or decline from period to period.

Our business is subject to a number of macro-economic factors that are outside of our control, including GDP growth,
inflation, fiscal deficits, pandemics such as the COVID-19 pandemic, international and domestic, political and
economic conditions, fiscal and monetary policies of governments and central banks, and changes in interest rates,
which may adversely impact us from time to time. As a result of the volatility of these macro-economic factors,
including interest rates; and provisions we make from period to period for NPAs and other assets, commitments and
contingencies (such as for letters of credit and bank guarantees), our results of operations have varied from period to
period in the past and may fluctuate or decline in the future due to these and other factors. Such fluctuations may also
adversely affect our liquidity. These factors may also make period-to-period comparisons of our operating results
less meaningful than they would be for a business that is not as significantly affected by such factors. Any adverse
development in India or global macroeconomic conditions, on account of COVID-19 or otherwise, could have a
material adverse effect on our business, financial condition, results of operations or prospects.

One of our Subsidiaries, MMFL had allotted certain equity shares to shareholders in violation of Section 67(3)
of Companies Act, 1956 and the Securities and Exchange Board of India (erstwhile SEBI (Disclosure and
Investor Protection) Guidelines, 2000).

One of our Subsidiaries, MMFL had, on July 4, 2006 and September 1, 2006 allotted certain equity shares to
shareholders in violation of Section 67(3) of Companies Act, 1956 and the erstwhile SEBI (Disclosure and Investor
Protection) Guidelines, 2000). SEBI has issued a press release dated November 30, 2015 and circular dated
December 31, 2015, as amended by circular dated May 3, 2016, (together, the “SEBI Circulars™), in respect of the
applicability of Section 67(3) of the Companies Act, 1956, involving issuance of securities to more than 49 persons
up to 200 persons. In order to remedy the said non-compliance, MMFL filed a compounding application before the
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Regional Director, Chennai (“Regional Director”) for contravention of provisions of the Companies Act on
December 9, 2019. The Assistant Registrar of Companies, Chennai pursuant to its email dated May 28, 2020 directed
MMFL to file the compounding application on behalf of the relevant directors/ officers in respect of the default in
allocation in 2006.

MMFL is in the process of complying with the direction of the Registrar of Companies, Chennai. MMFL, pursuant
to its response dated September 24, 2020, stated that the managing director at the time of the occurrence of the
contravention, had passed away in 2007 and accordingly cannot file a compounding application. Subsequently, the
Ministry of Corporate Affairs, pursuant to rejection note dated September 30, 2020, rejected the compounding
application on the grounds that it was not the relevant form and directed MMFL to file the relevant form with the
relevant authority. However, the settlement application filed with the SEBI was returned by the SEBI pursuant to its
letter dated August 10, 2020 (“SEBI Letter”). In terms of the SEBI Letter, SEBI directed MMFL to refile the
settlement application after having completed the exit offer process as laid down by SEBI in circular bearing
reference no. CIR/CFD/DIL3/18/2015 dated December 31, 2015 amended by Circular dated May 3, 2016 on the
issue of Shares to selected offerees in 2006, the board of directors of MMFL pursuant to a resolution passed by
circulation on September 7, 2020 had approved providing exit to the current shareholders of MMFL as per the exit
offer process as laid down by the SEBI Circulars and accordingly, Mr. M Narayanan, one of the promoters, had
provided exit option to 57 identified shareholders and post which filed a compounding application with the SEBI for
violation of Section 67 of the Companies Act, 2013. Thereafter, MMFL had filed application with the Regional
Director, Ministry of Corporate Affairs, Southern Region, Chennai as well as SEBI. The application filed with
Regional Director, Ministry of Corporate Affairs, Southern Region, Chennai has been rejected vide its order dated
April 26, 2021 and MMFL vide its letter to the SEBI dated June 28, 2021, had withdrawn the Settlement Application
stating that the proceedings before the Regional Director, Chennai for compounding of offence under the Companies
Act, in relation to the same fact scenario have not yet been concluded and undertaken to re-submit a fresh voluntary
settlement application to resolve the aforesaid issue, once the Compounding Proceedings have been completed by
the Regional Director, Chennai. However, as on the current date, the matter is pending before the Regional Director,
Chennai.

We cannot assure you that SEBI or the Registrar of Companies or any other statutory or regulatory body will
compound or condone the said violation or not take any further steps in this regard.

We may not be able to recover the expected value from the instruments collected from our customers and/ or the
sale of collateral security, in the case of defaults in secured loan/facility.

Our secured loans are typically secured by creating a charge over the assets of our borrowers. We also collect NACH
authorization letters from our customers at the time of disbursement of certain loans. However, there can be no
assurance that these instruments would be honored when they are submitted to the respective banks for clearance.
There can also be no assurance that we would be able to successfully retrieve payments due to us. Further, there can
be no assurance that we would be able to sell such assets provided as collateral at prices sufficient to cover the
amounts under default. Failure to recover or delay in recovering the expected value from sale of collateral security
could expose us to potential losses, which could affect our business prospects, financial condition and results of
operations.

Our Company is involved in legal and other proceedings. Any final judgment awarding material damages against
us could have a material adverse impact on our future financial performance.

We are currently involved in litigations (including civil or criminal, consumer and tax related proceedings). These
proceedings are pending at different levels of adjudication before various forums including courts and tribunals. The
majority of these cases arise in the normal course of business and we believe, based on the facts of the cases and
consultation with counsel, that these cases generally do not involve the risk of a material adverse impact on our
financial performance or stockholders’ equity. We estimate the probability of losses that may be incurred in
connection with legal and regulatory proceedings as of the date on which our standalone financial statements are
prepared. We recognize a provision when we have a present obligation as a result of a past event, it is probable that
an outflow of resources will be required to settle the obligation and a reliable estimate of the amount of the obligation
can be made.

We determine the amount of provision based on our estimate of the amount required to settle the obligation at the
balance sheet date, supplemented by our experience in similar situations. We review provisions at each balance sheet
date and adjust them to reflect current estimates. In cases where the available information indicates that a loss is
reasonably possible but the amount of such loss cannot be reasonably estimated, we make a disclosure to this effect
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in the standalone financial statements. When there is only a remote risk of loss, we do not recognize a provision nor
do we include a disclosure in the standalone financial statements.

Such complaints, lawsuits and regulatory actions are costly to defend and can materially affect our financial
condition, even if we are successful in defending them or effectively redress such complaints. If we are unsuccessful
in defending these suits or regulatory actions or settling these complaints or disputes, we may have to pay significant
damages or penalties. For details on litigations, please see ‘Outstanding Litigations’ on page 445. We are also
exposed to the risk of adverse publicity as a result of such complaints. Accordingly, even if we are successful in
defending or settling them, our reputation could be materially harmed. If any of the above scenarios were to occur,
they could materially and adversely affect our business, results of operations, financial condition, cash flows,
prospects and our reputation.

There are outstanding legal proceedings involving our Subsidiary, MMFL and adverse outcomes in such
proceedings may negatively affect our business and results of operations.

There are outstanding legal proceedings involving our Subsidiary, MMFL. These proceedings, including certain civil
and criminal cases involving our Subsidiary, MMFL, are pending at different levels of adjudication before various
courts and tribunals. Further, there are actions taken by regulatory and statutory authorities against MMFL. For
further information on the material legal proceedings that we, and our Subsidiaries are subject to, see “Outstanding
Litigations” on page 445. We cannot assure you that the outcome of these legal proceedings will be favourable, and
any adverse decision in any of these cases may impact our reputation, business and financial condition.

Our insurance coverage may not be adequate to protect us against all potential losses, which may have a material
adverse effect on our business, financial condition and results of operations.

Our operations are subject to various risks inherent to the finance industry, as well as theft, robbery, acts of terrorism
and other force majeure events. We currently maintain insurance policies including group personal accident
insurance, group life insurance, group mediclaim, fidelity guarantee insurance against losses sustained as a result of
fraud and/ or dishonest conduct, and directors’ and officers’ liability insurance covering liability pay-outs by our
directors and key officers. In addition, we have a money insurance policy pertaining to cash in safes and in transit.
Our insurance policies may not be sufficient to cover our economic loss. None of our insurance policies are assigned
in favor of any third-party. We may not have identified every risk and further may not be insured against every risk,
including operational risk that may occur and the occurrence of an event that causes losses in excess of the limits
specified in our policies, or losses arising from events or risks not covered by insurance policies or due to the same
being inadequate, could materially harm our financial condition and future results of operations. There can be no
assurance that any claims filed will be honored fully or timely under our insurance policies. Also, our financial
condition may be affected to the extent we suffer any loss or damage that is not covered by insurance or which
exceeds our insurance coverage. In particular, we do not maintain any direct insurance coverage over our loan
portfolio. In addition, we may not be able to renew certain of our insurance policies upon their expiration, either on
commercially acceptable terms or at all.

Our Company has resorted to some direct assignments and securitization transactions. Any deterioration in the
performance of any pool of receivables assigned or securitized to banks and other institutions may adversely
impact our financial performance.

As part of our means of raising and/or managing our funds, we do assign or securitise a small portion of the
receivables from our loan portfolio to banks and other institutions. Such assignment or securitisation transactions are
conducted on the basis of our internal estimates of our funding requirements, which may vary from time to time.
During Fiscal 2022, funds raised by way of direct assignment amounted to X1,120.30 crore. There was no
securitization transaction executed during Fiscal 2022. Further, as at March 31, 2022, the sold portion of direct
assignments outstanding amounted to %1,190.44 crore. There was no exposure to securitization transaction as at
March 31, 2022.

For such transactions, in the event that a relevant bank or institution or NBFC does not realize the receivables due
under loans that have been securitized/ assigned, the relevant bank or NBFC can enforce the underlying credit
enhancements assured by us, it could have a material adverse effect on our results of operations, financial condition
and/or cash flows. Further, any deterioration in the performance of any batch of receivables assigned to banks and
NBFCs could adversely affect our credibility and therefore our ability to conduct further assignments and
securitizations. We may also be named as a party in legal proceedings initiated by an assignee in relation to the
securitized assets. Should a substantial portion of our securitized/ assigned loans be put back to us, it could have an
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adverse effect on our financial condition and results of operations.

The commercial viability of assignment and securitization transactions has been significantly affected by changes
and developments relating to regulation governing such transactions. Such changes include (a) prohibition on
carrying out securitization/ assignment transactions at rates lower than the prescribed base rate of the bank; (b)
prohibition on NBFCs such as our Company from offering credit enhancements in any form and liquidity facilities
in the case of loan transfers through direct assignment of cash flows; and (c) minimum holding period or ‘seasoning’
and minimum retention requirements of assignment and securitization loans.

Any adverse changes in the policy and/or regulations in connection with securitisation of assets by NBFCs and/or
new circulars and/or directions issued by the RBI in this regard, affecting NBFCs or the purchasers of assets, would
affect the securitisation market in general and our ability to securitise and/or assign our assets.

We rely on third-party service providers who may not perform their obligations satisfactorily or in compliance
with law.

We enter into arrangements with third-party vendors, separate employees and independent contractors to provide
services that include, among others, telecommunications infrastructure services and software services including for
core banking, e-KYC solutions, field-automation of loan transactions, and customer onboarding. We also enter into
agreements with credit bureaus for availing credit assessment and other services. We cannot guarantee that there will
be no disruptions in the provision of such services or that these third-parties will adhere to their contractual
obligations. If there is a disruption in the third-party services, or if the third-party service providers discontinue their
service agreements with us, our business, financial condition and results of operations will be adversely affected. In
case of any dispute, we cannot assure you that the terms of such agreements will not be breached, and this may result
in litigation or other costs. Further, certain of our agreements, including an agreement with a credit bureau, require
us to indemnify our counterparties for certain losses, and limit contractual or other liabilities of our counterparties to
fees or other amounts received by them from us for a certain period of time. If such indemnities are invoked, or if
our counterparties limit their liabilities to an extent that our losses are not fully recovered, we may incur additional
costs. Such additional costs, in addition to the cost of entering into agreements with third-parties in the same industry,
may materially and adversely affect our business, financial condition and results of operations.

We are subject to the risks associated with all our premises being leased.

As of March 31, 2022, our Registered and Corporate Office, all our branches and regional offices operate from premises
taken on leave and license basis, and some of our agreements have expired except one of our centralized training
centres which has been acquired by the Company. and are expected to be renewed. Termination of or failure to renew
lease agreements with a fixed term of lease for these premises on terms and conditions favorable to us or at all, may
require us to shift the concerned branch offices to new premises, and we may incur substantial rent escalation and
relocation costs asa result. This might adversely affect our business operations and make us incur additional expenses.
We may also face the risk of being evicted in the event that our landlords allege a breach on our part of the terms of
the lease agreements.

Further, certain lease agreements are not duly registered or adequately stamped. Failure to adequately stamp and
register a document does not affect the validity of the underlying transaction but renders the document inadmissible
in evidence (unless stamped prior to enforcement with payment of requisite penalties, which may be up to ten times
the stamp duty payable, and other such fees that may be levied by the authorities). Further, documents which are
insufficiently stamped are capable of being impounded by a public officer. Consequently, should any dispute arise in
relation to our use of the relevant properties, we may be unable to, or may incur additional expenses to, enforce our
rights in relation to such properties

Our contingent liabilities could adversely affect our financial condition.

As of March 31, 2022, (Consolidated)], we had the following contingent liabilities (as determined inaccordance
with IND AS-37) which have not been provided for:

Z in crores)
Particulars Amount
(a) Performance security provided by the Holding Company pursuant to service provider agreement 0.10
(b) Demand under Employee Provident Fund Act, 1952 0.25
(c) Pertaining to Assessment Year 2017-18 (Financial year 2016-17) 2.62
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Particulars Amount

The Assessing officer, Income tax , Bangalore, Through an order dated 28" December 2019, has confirmed
the demand of X 2.62 Crores (net demand after adjusting of payment made is X 1.16 Crore) From the
company. The Company has preferred an appeal before Commissioner of Income Tax against said
assessment order. The Company is of view that the said demand is not tenable and expects to succeed in its
appeal.

(d) In addition, the Group is involved in other legal proceedings and claims, which have arisen in the ordinary
course of business. The management believes that the Ultimate outcome of these proceedings will not have

a material adverse effect on the Company’s financial position and result of operations.

There can be no assurance that we will not incur similar or increased levels of contingent liabilities in the future. If
the aforementioned contingent liabilities materialize, our profitability and cash flows may be adversely affected. See
also “Financial Statements” on page 198 for Contingent Liabilities for March 31, 2022 (in accordance with IND
AS-37).

This Draft Shelf Prospectus includes certain unaudited financial information, which has been subjected to limited
review, in relation to our Company. Reliance on such information should, accordingly, be limited.

This Draft Shelf Prospectus includes unaudited financial information in relation to our Company and its Subsidiaries
for the three months ended June 30, 2022 in respect of which the Auditors have issued their Limited Review Report
dated July 29, 2022. As Unaudited Interim Financial Results prepared by our Company in accordance with
Regulation 33 and 52 of the SEBI LODR Regulations have been subject only to a limited review and as described
in Standard on Review Engagements (SRE) 2410, “Review of Interim Financial Information” Performed by the
Independent Auditor of the Entity” issued by the ICAI, and not to an audit, any reliance by prospective investors on
such Limited Review Financial Information for the three months ended June 30, 2022 should, accordingly, be
limited. Additionally, in accordance with applicable law, our Company is required to publish its half yearly financial
information with the stock exchanges.

Any financial results published in the future may not be consistent with past performance. Accordingly, prospective
investors should rely on their independent examination of our financial position and results of operations, and should
not place undue reliance on, or base their investment decision solely on the financial information included in this
Draft Shelf Prospectus.

Incorrect actuarial valuations of retirement benefits carried out by independent actuaries and/ or changes in our
defined benefit gratuity plan’s liabilities and obligations could have a materially adverse effect on our financial
condition.

We operate a defined benefit gratuity plan for eligible employees. Under the defined benefit plans, there is an
obligation to pay defined future benefits from the time of retirement. The calculation of the net obligation is based
on valuations made by external actuaries who are qualified to do such valuations and estimations. These valuations
rely on assumptions about a number of variables, including discount rate and mortality rates and salary increases. We
rely on the valuations done by actuaries. Actuarial risk arises as estimated value of the defined benefit scheme
liabilities may increase due to changes in actuarial assumptions. While the valuation is done by qualified actuaries
with the assumptions validated based on best estimate and judgment, we cannot assure you that the valuation in
future would be accurate.

In addition, the defined benefit gratuity plan is administered by a third party and funded with an insurance company
in the form of qualifying insurance policy. Should the value of assets to liabilities in respect of the defined benefit
scheme operated by us record a deficit, due to either a reduction in the value of the defined benefit gratuity plan's
assets (depending on the performance of financial markets) and/ or an increase in the defined benefit gratuity plan's
liabilities due to changes in legislation, mortality assumptions, discount rate assumptions, inflation, the expected rate
of return on scheme assets, or other factors, this could result in us having to make increased contributions to reduce
or satisfy the deficits which would divert resources from use in other areas of our business and reduce our capital
resources.

Our results of operations could be adversely affected as a result of any disputes with our employees.
Our operations are personnel-driven, and we place a lot of emphasis on the effective training of our personnel in

communication and service orientation skills. However, a failure to train and motivate our employees may lead to
an increase in our employee attrition rates, erode the quality of customer service, divert management resources and
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impose significant costs on us which may have an adverse impact on our business and future financial performance.
There is risk of employee attrition due competitive environment. The attrition rate in MFI industry in generally high.
CA Grameen's standalone attrition rate for the financial year ended March 31, 2022 was 23.86%.

We employ 15,667 full-time employees on a consolidated basis as of March 31, 2022, and lay significant emphasis on
our employees' overall welfare. However, there can be no assurance that there will not be any future disruptions in
our operations due to any disputes with our employees, or that such disputes will not adversely affect our business
and results of operations. We depend on our branch-level employees for sourcing, disbursements and collections and
customer liaison, and significant attrition at any of our branches could adversely impact our operations.

Further, in the event of a labour dispute, protracted negotiations and strike action may impair our ability to carry on
our day-to-day operations, which could materially and adversely affect our business, future financial performance
and results of operations.

Third party industry and industry-related statistical data in this Draft Shelf Prospectus may be incomplete, out of
date, incorrect or unreliable.

Neither we, nor the Lead Manager have independently verified the third party and industry related data obtained
from RBI bulletin August 2022, Volume LXXVI Number 8, ICRA Industry Reports, MFIN Report and CRIF Report
Market Insights by CRIF and other industry sources referred in this Draft Shelf Prospectus and therefore, while we
believe them to be true, there can be no assurance that they are complete or reliable. Such data may also be produced
on different bases from those used in the industry publications we have referenced. Therefore, discussions of matters
relating to India, its economy and our industry in this Draft Shelf Prospectus are subject to the caveat that the
statistical and other data upon which such discussions are based may be incomplete or unreliable. 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 may take due care and caution while
preparing their reports, they do not guarantee the accuracy, adequacy or completeness of the data or report and do
not take responsibility for any errors or omissions or for the results obtained from using their data or report.
Accordingly, investors should not place undue reliance on, or base their investment decision on this information. See
“Industry Overview” on page 87.

Our Executive Director and Key Managerial Personnel are interested in our Company by virtue of the shares
and/ or ESOPs held by them.

Our Executive Director and Key Managerial Personnel are interested in our Company, in addition to regular
remuneration or benefits and reimbursement of expenses, to the extent of their shareholding or stock options held by
them in our Company.

Our Executive Director and Key Managerial Personnel may also be deemed to be interested to the extent of dividend,
if any payable to them and other distributions in respect of the equity shares and/ or equity shares held in the Company.
For details of the shareholding of our Directors and Key Managerial Personnel, see “Our Management” on page
166.

We have negative cash flows from operations in recent periods. There is no assurance that such negative cash
flows from operations shall not recur in the future.

We had negative cash flows for operating activities in the past on account of high growth in loans and advances
i.e., disbursals as compared with collections for the year and may have negative cash flows in the future.

The following table sets forth our cash flow on a consolidated basis for the years indicated below:
(Zin crores)

Particulars Fiscal 2022 | Fiscal 2021 | Fiscal 2020
Net cash (used in)/generated from operating activities (A) (2,714.34) (454.67) (2,252.64)
Net cash (used in)/ generated from investing activities (B) (32.96) 23.53 (607.64)
Net cash (used in)/ generated from financing activities (C) 1,967.76 2,146.36 2,914.71
Net (Decrease) / Increase in cash and cash equivalents (A + B + C) (779.54) 1,715.22 54.43
Cash and cash equivalents as at the beginning of the year 2,360.09 644.87 590.44*
Cash and cash equivalents as at the end of the year 1,580.55 2,360.09 644.87

*This includes (a) cash and cash equivalents as at the beginning of the year i.e., ¥573.73 crores and (b) T 16.71 crore due to the
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business combination
We cannot assure you that our net cash flows will be positive in the future.

For disclosure of cash flows of our Company, for the years ended March 31, 2022, March 31, 2021 and March 31,
2020, as per Ind AS 107, please see “Financial Information” on page 198.

The microfinance industry in India faces unique risks due to the category of customers that it services, which are
generally not associated with other forms of lending.

The focus customer segment for our microfinance business is low-income families across India with an annual
household income of up to %3,00,000. Our customers generally have limited sources of income, savings and credit
histories. In addition, although we are generally able to obtain credit reports from credit bureaus on our customers,
to the extent that there is limited financial information available for our focus customer segment and customers do
not have any credit history supported by tax returns, bank or credit card statements, statements of previous loan
exposures or other related documents, it may be difficult to carry out credit risk analyses on them. As a result, such
customers may pose a higher risk of default than customers with greater financial resources and more established
credit histories and customers living in urban areas with better access to education, employment opportunities and
social services.

Collections for our microfinance business are primarily in cash, exposing us to certain operational risks. Such cash
collections expose us to the risk of theft, fraud, misappropriation or unauthorised transactions by employees
responsible for dealing with such cash collections. These risks are exacerbated by the high levels of responsibility
we delegate to our employees and the geographically dispersed nature of our network. While we have taken insurance
policies, including coverage for cash in safes and in transit, and undertaken measures to detect and prevent
unauthorized transactions, fraud or misappropriation, this may not be sufficient to prevent or deter such activities in
all cases, which may adversely affect our operations and profitability. Further, we may be subject to regulatory or
other proceedings in connection with any unauthorised transactions, fraud or misappropriation by our representatives
and employees, which could adversely affect our goodwill. We may also be party to criminal proceedings and civil
litigation related to our cash collections. Although we have introduced collection points at banks and with third-party
fintech vendors, key safety lockers, accompanying personnel such as senior loan officer and assistant branch manager
for physical transportation of cash and conducted period audits, we may be unable to avoid all operational risks. This
may adversely affect our business, results of operations and cash flows.

In addition, political and social risks, such as the negative publicity surrounding the growth and profitability of the
microfinance industry, public criticism of the microfinance industry, or religious beliefs and convictions regarding
the extension of credit and repayment of interest may deter our customers from fulfilling their obligations to us. In
addition, the microfinance sector may be susceptible to election cycles. For example, political pressure by
incumbents to write off loans or the announcements of debt waiver schemes by state governments ahead of general
elections may result in an accretion of NPAs across the microfinance industry. Due to the precarious circumstances
of our customers and our non-traditional lending practices, we may, in the future, experience increased levels of
NPAs and related provisions and write-offs that may adversely affect our business, financial condition and results of
operations. We cannot assure you that our monitoring and risk management procedures will effectively predict and/or
prevent such losses or that loan loss reserves will be sufficient to cover actual losses.

We have not entered into any definitive arrangements to utilise the net proceeds of the Issue towards the objects
of this Issue.

We intend to use the Net Proceeds for the purposes described in “Objects of the Issue ” on page 75. Our management
will have broad discretion to use the Net Proceeds and you will be relying on the judgment of our management
regarding the application of these Net Proceeds. Our funding requirements are based on current conditions and are
subject to change in light of changes in external circumstances or in our financial condition, business or strategy.
Our management, in response to the competitive and dynamic nature of the industry, will have the discretion to
revise its business plan from time to time. Any such change in our plans may require rescheduling of our current
plans or discontinuing existing plans and an increase or decrease in the fund requirements for the objects, at the
discretion of the management. Pending utilization for the purposes described above, we intend to temporarily invest
the funds in interest bearing liquid instruments including deposits with banks and investments in liquid (not equity)
mutual funds. Such investments would be in accordance with the investment policies approved by our Board from
time to time.
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Our Company’s business requires substantial capital and any disruption in the sources of its funding or an
increase in its average cost of borrowings could have a material adverse effect on its liquidity and financial
condition.

Our liquidity and ongoing profitability are, to a large extent, dependent upon our timely access to, and the costs
associated with, raising capital. Our funding requirements have historically been met through a combination of
borrowings from a well-diversified base of domestic and global lenders. Our finance costs (on a standalone basis)
were 3225.64 crore, X 788.13 crore, X 740.07 crore and % 571.03 crore for the quarter ended June 30, 2022, Fiscals
2022, 2021 and 2020, respectively. Our 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 well as our financial
performance, capital adequacy levels, credit ratings and relationships with lenders. As a financial services company,
we face certain additional regulatory restrictions on our ability to obtain financing. For example, recent regulatory
developments have affected NBFCs’ access to select funding sources and have affected costs of borrowings. NBFC
industry is also facing a resources crunch after a credit event in September 2018 which has also increased the cost of
borrowing for some players in the industry. Any adverse developments or changes in applicable laws and regulations,
which limit our ability to raise funds through securitisation or direct assignment transactions or through private
placements of non-convertible debentures can disrupt our sources of funding and as a consequence, could have a
material adverse effect on our liquidity and financial condition.

Our Total Borrowings (on a standalone basis) was 9,726.40 crore as at June 30, 2022 out of which % 5,503.09 crore
were to mature in less than a year. In order to meet these debt obligations, we will either need to refinance, which
may prove to be difficult in the event of volatility in the credit markets, or alternatively, raise additional retained
earnings or generate sufficient operating cash flows to retire the debt. There can be no assurance that our business
will generate sufficient cash to enable it to service its existing debt or to fund its other liquidity needs.

Our ability to borrow funds and refinance existing debt may also be affected by a variety of factors, including
deterioration in our financial performance or profitability, regulatory policies impacting the ability of lenders to lend
to certain sectors such as NBFCs, liquidity in the credit markets, the strength of the lenders from which we borrow,
the amount of eligible collateral, credit rating downgrade and accounting changes that may impact calculations of
covenants in our financing agreements. An event of default, a significant negative ratings action 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 increase in cost of funds as a result of any of these factors may
have a material adverse effect on our liquidity and financial condition.

Pursuing our growth strategy and introducing new product offerings to our customers will have an impact on our
long-term capital requirements. The market for such funds is competitive and our ability to obtain funds at
competitive rates will depend on various factors. If we are unable to access funds at an effective cost that is
comparable to or lower than our competitors, we may not be able to offer competitive interest rates for our loans.
Our ability to raise funds on acceptable terms and at competitive rates continues to depend on various factors,
including the regulatory environment and policy initiatives in India, liquidity in the market, developments in
international markets affecting the Indian economy, investors’ and/or lenders’ perception of demand for debt and
equity securities of NBFCs, and our current and future results of operations and financial condition. If we are unable
to obtain adequate financing or financing on terms satisfactory to us or refinancing and in a timely manner, our
ability to grow or support our business and to respond to business challenges could be limited and our business
prospects, results of operations, cash flows and financial condition would be materially and adversely affected.

We continue to be controlled by our Promoter and it will continue to have the ability to exercise significant control
over us. We cannot assure you that exercise of control by our Promoter will always favour our best interest.

Our Promoter holds 73.82% of our outstanding Equity Shares as on June 30, 2022. Our Promoter exercise significant
control over us, including being able to control the composition of our Board and determine matters requiring
shareholder approval or approval of our Board. Our Promoter may take or block actions with respect to our business,
which may conflict with our interests or the interests of our minority shareholders. By exercising their control, our
Promoter could delay, defer or cause a change of our control or a change in our capital structure, delay, defer or
cause a merger, consolidation, takeover or other business combination involving us, discourage or encourage a
potential acquirer from making a tender offer or otherwise attempting to obtain control of us which may not favour
our best interest.
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49. Our Company may be exposed to fluctuations in the market values of its investment and other asset portfolio.

Financial market turmoil can adversely affect economic activity globally, including India. Deterioration in the credit
and capital markets may result in volatility of our investment earnings and impairments to our investment and asset
portfolio, including the assets in our Balance Sheet, which are maintained as a part of our liquidity management.
Further, the value of our investments depends on several factors beyond our control, including the domestic and
international economic and political scenario, inflationary expectations, unforeseen tail events like the COVID-19
pandemic and the RBI’s monetary policies. Any decline in the value of the investments could negatively impact our
financial condition.

50. Our Company may face asset-liability mismatches which could affect its liquidity and consequently may adversely
affect our Company’s operations and profitability.

Asset-liability mismatch represents a situation when financial terms of an institution’s assets and liabilities do not
match and is a key financial parameter indicative of an NBFC’s performance. Our funding requirements are met
through diverse funding sources such as i) term loans from banks, NBFCs, development financial institutions, ii)
external commercial borrowings, iii) commercial papers, and iv) non-convertible debentures. The term loans from
banks are predominantly co-terminus with the tenor of the loans given to our microfinance customers. The term loans
from NBFCs and development financial institutions have tenor more than or equal to the tenor of the loans given to
our customers. The external commercial borrowings and non-convertible debentures predominantly have tenor
longer than the tenor of the loans given to our customers.

However, we may face potential variation in asset-liability mismatch and liquidity risk due to varying periods over
which our assets and liabilities mature. If we are unable to obtain additional credit facilities or renew our existing
credit facilities in a timely and cost-effective manner to meet our maturing liabilities, or at all, this may lead to gaps
and mismatches between our assets and liabilities, which in turn may adversely affect our liquidity position, and in
turn, our operations and financial performance.

51. If we fail to identify, monitor and manage risks and effectively implement our risk management policies, it could
have a material adverse effect on our business, financial condition, results of operations and cash flows.

We have devoted resources to develop our risk management policies and procedures and aim to continue to do so in
the future. Despite this, our policies and procedures to identify, monitor and manage risks of fraud, money
laundering, any other credit, operational or other risks may not be fully effective. Further, some of our methods of
managing risks are based upon the use of observed historical market behaviour. As a result, these methods may not
accurately predict future risk exposures, which could be significantly greater than those indicated by the historical
measures. To the extent any of the instruments and strategies we use to hedge or otherwise manage our exposure to
market or credit risk are not effective, we may not be able to mitigate effectively our risk exposures in particular
market environments or against particular types of risk. Our investment and interest rate 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 the effectiveness of our management of changes in credit
quality and risk concentrations, the accuracy of our valuation models and our critical accounting estimates and the
adequacy of our allowances for loan losses. To the extent our assessments, assumptions or estimates prove inaccurate
or not predictive of actual results, we could suffer higher than anticipated losses.

52. Our Company has entered into related party transactions and may continue to enter into related party transactions
which may involve conflict of interest.

Our Company has entered into related party transactions, within the meaning of Ind AS 24 as issued by the
Companies (Indian Accounting Standards) Rules, 2015. Such transactions, in futurey, may give rise to current or
potential conflicts of interest with respect to dealings between our Company and such related parties. While our
Company believes that all related party transactions entered into are conducted on an arms' length basis and in the
ordinary course of business, there can be no assurance that it could not have achieved more favourable terms if such
transactions had not been entered into with related parties. Additionally, there can be no assurance that any dispute
that may arise between our Company and related parties will be resolved in our Company’s favour. For further details
on related party transactions, please see the chapter “Related Party Transactions” on page 183.
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54.

The consolidated financial information for financial year ended March 31, 2020, included in this Draft Shelf
Prospectus is not comparable with the consolidated financial information for other financial years.

On March 18, 2020, we acquired 75.64% shareholding in MMFL, a leading rural focused NBFC-MFI headquartered
in Chennai, India. Our shareholding in MMFL as of March 31, 2020 was 76.08%. As a result, our audited,
consolidated statement of profit and loss for the year ended March 31, 2020 consolidates the operations of MMFL
for the period from March 18, 2020 to March 31, 2020. Since the effect of consolidation of operations of MMFL
was for very limited period i.e. for the period from March 18, 2020 to March 31, 2020 unlike for financial years
ended March 31, 2021 and March 31, 2022 wherein the operations for full financial year have been consolidated,
hence our consolidated financial information for financial year ended March 31, 2020 included in this Draft Shelf
Prospectus is not directly comparable to our consolidated financial information for other financial years.

We may undertake acquisitions, strategic investments, restructuring in future. Any failure to complete such
strategic decisions may adversely affect our reputation or growth prospects.

We have undertaken merger with our subsidiary, MMFL and the process is ongoing. We may, depending on our
management's view and market conditions, pursue additional strategic investments, undertake acquisitions and enter
into joint ventures. We cannot assure you that we will be able to undertake such strategic investments, acquisitions
(including by way of a merger, or share or asset acquisition) or joint ventures in the future, either on terms acceptable
to us or at all. Moreover, we require regulatory approval for acquisitions, and we cannot guarantee that we will
receive such approvals in a timely manner, or subject to any conditions, or at all. Any inability to identify suitable
acquisition targets or investments or failure to complete such transactions may adversely affect our competitiveness
or growth prospects.

Risks Relating to Regulations

55.

56.

We operate in a highly regulated environment.

We operate in a highly regulated environment in which we are regulated by the SEBI, RBI, the MCA, the Registrar
of Companies and other domestic and international regulators. Accordingly, legal and regulatory risks are inherent
and substantial in our businesses. As we operate under licenses or registrations obtained from appropriate regulators,
we are subject to actions that may be taken by such regulators in the event of any non-compliance with any applicable
policies, guidelines, circular, notifications and regulations issued by the relevant regulators.

Being regulated, we are subject to regular scrutiny and supervision by their respective regulators, such as regular
inspections that may be conducted by the RBI. The requirements imposed by regulators are designed to ensure the
integrity of the financial markets and to protect investors and depositors. Any non- compliance with regulatory
guidelines and directions may result in substantial penalties and reputational impact, which may affect the price of
our securities. Among other things, in the event of being found non-compliant, we could be fined or prohibited from
engaging in certain business activities.

Any change to the existing legal or regulatory framework will require us to allocate additional resources, which may
increase our regulatory compliance costs and direct management attention and consequently affect our business. For
eg., RBI has recently introduced the Master Direction - Reserve Bank of India (Regulatory Framework for
Microfinance Loans) Directions, 2022 (“RBI MFI Master Directions”), pursuant to which RBI has inter alia
increased the annual household income limit of borrowers up to % 3,00,000, capped the loan repayment obligation
of the household to 50% of the monthly household income, regulated the pricing of loans etc. The RBI MFI
Directions will require us to put in place additional procedures and processes undertaking comprehensive data checks
to determine annual household income for determination of maximum permissible limits and for other compliances
under the RBI MFI Directions.

In addition, we are also exposed to the risk of us or any of our employees being non-compliant with insider trading
rules or engaging in front running in securities markets. In the event of any such violations, regulators could take
regulatory actions, including financial penalties against us and the concerned employees. This could have a
materially adverse financial and reputational impact on us.

Our ability to raise foreign funds may be constrained by Indian law.

As an Indian NBFC - MFI, we are subject to exchange controls that regulate borrowing in foreign currencies. Such
regulatory restrictions could constrain our ability to obtain financing on competitive terms and refinance existing
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indebtedness.

We frequently raise funds through external commercial borrowings, there can be no assurance 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.

Changing laws, rules and regulations and legal uncertainties, including adverse application of tax laws and
regulations, across the multiple jurisdictions we operate in may materially adversely affect our business and
financial performance.

Our business and financial performance could be materially adversely affected by changes in the laws, rules,
regulations or directions applicable to us and our general and microfinance businesses, or the interpretations of such
existing laws, rules and regulations, or the promulgation of new laws, rules and regulations, in India.

The governmental and regulatory bodies in India where we operate may notify new regulations and/ or policies, which
may require us to obtain approvals and licenses from the government and other regulatory bodies, or impose onerous
requirements and conditions on our operations, in addition to those which we are undertaking currently. Any such
changes and the related uncertainties with respect to the implementation of new regulations may have a material
adverse effect on our business, financial condition and results of operations. See “Regulations and Policies” on page
184.

In addition, unfavorable changes in or interpretations of existing, or the promulgation of new, laws, rules and
regulations including foreign investment laws governing our business, operations and investments in our Company
by non-residents, could result in us being deemed to be in contravention of such laws and/ or may require us to apply
for additional approvals.

Tax and other levies imposed by the central and state governments in India that affect our tax liability include central
and state taxes and other levies, income tax, turnover tax, goods and service tax, stamp duty and other special taxes
and surcharges which are introduced on a temporary or permanent basis from time to time. The final determination
of our tax liabilities involves the interpretation of local tax laws and related regulations in each jurisdiction as well as
the significant use of estimates and assumptions regarding the scope of future operations and results achieved and
the timing and nature of income earned and expenditures incurred. Moreover, the central and state tax scheme in
India is extensive and subject to change from time to time. For instance:

e The General Anti Avoidance Rules (“GAAR”) came into effect from April 1, 2017. The tax consequences of the
GAAR provisions being applied to an arrangement may result in a denial of tax benefit amongst other
consequences. In the absence of any precedents on the subject, the application of these provisions is uncertain.
GAAR provisions may have an adverse tax impact on us; and

e The Government of India has 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. Any future increases or amendments may affect the overall tax efficiency of companies operating
in India and may result in significant additional taxes becoming payable. If the tax costs associated with certain
transactions because of a particular tax risk materializing are greater than anticipated, it could affect the
profitability of such transactions.

Further, as of June 30, 2022, on a consolidated basis including MMFL, we had a total of 15,642 full-time employees.
Our full-time employees are employed by us and are entitled to statutory employment benefits, such as a defined
benefit gratuity plan, among others.

We are subject to various labour laws and regulations governing our relationships with our employees including in
relation to minimum wages, working hours, overtime, working conditions.

A change of law that requires us to increase the benefits to the employees from the benefits now being provided may
create potentially liability for us. Such benefits could also include provisions which reduce the number of hours an
employee may work for or increase in number of mandatory casual leaves, which all can affect the productivity of
the employees.

A change of law that requires us to treat and extend benefits to our outsourced personnel, and personnel retained on
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a contractual basis, similar to our full-time employees may create potential liability for us. If we fail to comply with
current and future health and safety and labour laws and regulations at all times, including obtaining relevant
statutory and regulatory approvals, this could materially and adversely affect our business, future financial
performance and results of operations.

In order to support and grow our business, we must maintain a minimum capital to risk weighted assets ratio,
and a lack of access to the capital markets may prevent us from maintaining an adequate ratio.

As an NBFC-MFI, the RBI requires us to maintain a minimum capital to risk weighted assets ratio (“CRAR”)
consisting of Tier | and Tier 11 capital of 15.00% of our aggregate risk weighted assets. Further, the total of our Tier
Il capital cannot exceed 100% of our Tier | capital at any point of time. Our ability to support and grow our business
would become limited if the CRAR is low. While we may access the capital markets to offset any declines to our
CRAR, we may be unable to access the markets at the appropriate time or the terms of any such financing may be
unattractive due to various reasons attributable to changes in the general environment, including political, legal and
economic conditions. Our standalone CRAR calculated on the basis of the RBI norms applicable to NBFC — MFI —
was 26.54%, 31.75% and 23.60% as at March 31, 2022, 2021 and 2020 respectively, while its Tier | Capital as at
March 31, 2022 was 25.87%.

As we continue to grow our loan portfolio and asset base, we will be required to raise additional Tier | and Tier Il
capital in order to continue to meet applicable CRAR with respect to our business. There can be no assurance that we
will be able to raise adequate additional capital in the future on terms favourable to us, and this may adversely affect
the growth of our business. In addition, any changes in the RBI or other government regulations in relation to
securitizations and/ or assignments, by NBFCs in general or MFIs specifically could have an adverse impact on our
assignment and securitization plans in the future. This may result in non—compliance with applicable capital
requirements, which could have a material adverse effect on our business prospects, financial condition and results
of operations.

If we are unable to meet any existing or new and revised requirements, our business, future financial performance
and the price of our Equity Shares could be adversely affected.

Any non-compliance with mandatory AML and KYC policy could expose us to additional liability and harm our
business and reputation.

In accordance with the requirements applicable to us, we are mandated to comply with applicable anti- money-
laundering (“AML”), combatting terrorism financing and antiterrorism laws and other regulations in India. In the
ordinary course of our operations, we run the risk of failing to comply with the prescribed Know Your Customer
(“KYC”) procedures and detect fraud and money laundering by dishonest customers. For further details, see
“Regulations and Policies” on page 184. While we have adopted policies and procedures aimed at collecting and
maintaining all AML and KYC related information from our customers in order to detect and prevent the use of our
business networks for illegal money-laundering activities, there may be instances where we may be used by other
parties in attempts to engage in money- laundering and other illegal or improper activities.

Although we believe that we have adequate internal policies, processes and controls in place to prevent and detect
AML activity and ensure KYC compliance, and have taken necessary corrective measures, there can be no assurance
that we will be able to fully control instances of any potential or attempted violation by other parties and may
accordingly be subject to regulatory actions including imposition of fines and other penalties by the relevant
government agencies to whom we report. Our business and reputation could suffer if any such parties use or attempt
to use us for money-laundering or illegal or improper purposes and such attempts are not detected or reported to the
appropriate authorities in compliance with applicable regulatory requirements.

Risks Relating to India

60.

Financial difficulty and other problems in certain financial and other non-banking financial institutions in India
could materially adversely affect our business.

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 and 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
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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
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.

India's existing credit information infrastructure may cause increased risks of loan defaults.

All of our business is located in India. India's existing credit information infrastructure may pose problems and
difficulties in running a robust credit check on our borrowers. We may also face difficulties in the due diligence
process relating to our customers or to any security or collateral we take in relation to our loans. We may not be able
to run comprehensive searches relating to the security and there are no assurances that any searches we undertake will
be accurate or reliable. Hence, our overall credit analysis could be less robust as compared to similar transactions in
more developed economies. Any inability to undertake a comprehensive due diligence or credit check might result
in an increase in our NPAs and we may have to increase our provisions correspondingly. Any of the foregoing may
have a material adverse effect on our business, financial condition, results of operations and cash flows.

Financial or geo-political instability in other countries may cause increased volatility in Indian financial markets.

The Indian market and the Indian economy are influenced by economic, geo-political and market conditions in other
countries, particularly emerging market countries in Asia. Although economic conditions are different in each
country, investors’ reactions to developments in one country can have adverse effects on the securities of companies
in other countries, including India. A loss of investor confidence in the financial systems of other emerging markets
may cause increased volatility in Indian financial markets and, indirectly, in the Indian economy in general. Any
worldwide financial or geo-political instability could also have a negative impact on the Indian economy. Such
worldwide financial instability could arise out of, for example, current developments relating to Ukraine which have
prompted many western countries to impose financial and other sanctions on Russia. Financial disruptions may occur
again and could harm our business and our future financial performance.

Investors should be aware that there is a recent history of financial crises and boom-bust cycles in multiple markets
in both emerging and developed economies which leads to risks for all financial institutions, including the Company.
We remain subject to the indirect economic effect of any potential tightening in global credit conditions, some of
which cannot be anticipated and the vast majority of which are not under our control. We also remain subject to
counterparty risk arising from financial institutions that can fail or are otherwise unable to meet their obligations
under their contractual commitment to us.

If inflation were to rise in India, we might not be able to increase the prices of our services at a proportional rate
in order to pass costs on to our customers and our profits might decline.

Inflation rates could be volatile, and we may face high inflation in the future as India had witnessed in the past.
Increased inflation can contribute to an increase in interest rates and increased costs to our business, including
increased costs of transportation, salaries, and other expenses relevant to our business. Further, high inflation leading
to higher interest rates may also lead to a slowdown in the economy and adversely impact credit growth.
Consequently, we may also be affected and fall short of business growth and profitability.

High fluctuations in inflation rates may make it more difficult for us to accurately estimate or control our costs. Any
increase in inflation in India can increase our operating expenses, which we may not be able to pass on to our
customers, whether entirely or in part, and the same may adversely affect our business and financial condition. In
particular, we might not be able to reduce our costs or pass the increase in costs on to our customers. In such case,
our business, results of operations, cash flows and financial condition may be adversely affected.

While the Government of India through the RBI has previously initiated economic measures to combat high inflation
rates, it is unclear whether these measures will remain in effect, and there can be no assurance that Indian inflation
levels will not rise in the future.

As mentioned in “Risk Factor - Financial or geo-political instability in other countries may cause increased volatility
in Indian financial markets” above, worldwide financial instability could also have impact on India. For example,
the global crude prices have already jumped since the onset of war in Ukraine at end of February 2022 and if the
crude prices do not cool down soon, India’s energy imports could lead to higher inflation in India.

48



64.

65.

66.

67.

68.

69.

Any adverse change in India's credit rating by an international rating agency could materially adversely affect
our business and profitability.

India’s sovereign rating is Baa3 with a “negative” outlook (Moody’s), BBB-with a “stable” outlook (S&P) and BBB-
with a “negative” outlook (Fitch). India’s sovereign 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 our Company’s
control. Any adverse change in India’s credit ratings by international rating agencies may adversely impact the Indian
economy and consequently our ability to raise additional financing in a timely manner or at all, as well as the interest
rates and other commercial terms at which such additional financing is available. Any such adverse development
could adversely affect our business, financial condition and results of operations.

Any volatility in exchange rates may lead to a decline in India's foreign exchange reserves and may affect liquidity
and interest rates in the Indian economy, which could adversely impact us.

Foreign inflows into India have remained extremely volatile responding to concerns about the domestic
macroeconomic landscape and changes in the global risk environment. The widening current account deficit has
been attributed largely to the surge in gold and oil imports.

Further, increased volatility in foreign flows may also affect monetary policy decision making. For instance, a period
of net capital outflows might force the RBI to keep monetary policy tighter than optimal to guard against any abnormal
currency depreciation.

Terrorist attacks, civil unrest and other acts of violence or war involving India and other countries would
negatively affect the Indian market where our shares trade and lead to a loss of confidence and impair travel,
which could reduce our customers' appetite for our products and services.

Terrorist attacks, civil unrest and other acts of violence or war may negatively affect the Indian markets on which
our Equity Shares are proposed to be listed and traded and could also materially adversely affect the global financial
markets. In addition, any deterioration in relations between India and its neighbors might result in investor concern
about stability in the region, which could materially adversely affect the price of our Equity Shares.

India has also witnessed civil disturbances in recent years and future civil unrest as well as other adverse social,
economic and political events in India could have an adverse impact on us. Such incidents also create a greater
perception that investment in Indian companies involves a higher degree of risk, which could have an adverse impact
on our business and the price of our Equity Shares.

Companies operating in India are subject to a variety of taxes and surcharges.

Tax and other levies imposed by the central and state governments in India that affect our tax liability include central
and state taxes and other levies, income tax, value added tax, turnover tax, service tax, stamp duty, tax on dividends
and other special taxes and surcharges which are introduced on a temporary or permanent basis from time to time.
Moreover, the central and state tax scheme in India is extensive and subject to change from time to time. The central
or state government may in the future increase the corporate income tax it imposes. Any such future increases or
amendments may affect the overall tax efficiency of companies operating in India and may result in significant
additional taxes becoming payable. Additional tax exposure could adversely affect our business, cash flows and
results of operations.

A decline in India’s foreign exchange reserves may affect liquidity and interest rates in the Indian economy,
which could adversely impact us.

A decline in India's foreign exchange reserves could affect the liquidity and result in higher interest rates in
the Indian economy, which could adversely affect our business, future financial performance, results of

operations and financial condition.

There may be less information available about the companies listed on the Indian securities markets compared
with information that would be available if we were listed on securities markets in certain other countries.

There may be differences between the level of regulation and monitoring of the Indian securities markets and
the activities of investors, brokers and other participants in India and that in the markets in the United States and
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certain other countries. SEBI is responsible for ensuring and improving disclosure and other regulatory standards
for the Indian securities markets. SEBI has issued regulations and guidelines on disclosure requirements, insider
trading and other matters. There may, however, be less publicly available information about companies listed on
an Indian stock exchange compared with information that would be available if that company was listed on a
securities market in certain other countries. As a result, investors may have access to less information about the
business, results of operations, cash flows and financial conditions, and those of the competitors that are listed
on BSE and NSE and other stock exchanges in India on an on-going basis than you may find in the case of companies
subject to reporting requirements of other more developed countries.

We are subject to regulatory, economic, social and political uncertainties and other factors beyond our control.

We are incorporated in India and we conduct our corporate affairs and our business in India. Our Equity Shares are
listed and traded on the BSE and the NSE. Consequently, our business, operations, financial performance and the
market price of our Equity Shares will be affected by the following external risks, should any of them materialize:

changes in exchange rates and controls;

macroeconomic factors and central bank regulation, including in relation to interest rates movements which
may in turn adversely impact our access to capital and increase our borrowing costs;

decline in India's foreign exchange reserves which may affect liquidity in the Indian economy;

political instability, resulting from a change in government or in economic and fiscal policies;

civil unrest, acts of violence, regional conflicts or situations or war may adversely affect the financial markets;
changes in government policies, including taxation policies, social and civil unrest and other political, social
and economic developments in or affecting India; or

e natural calamities and force majeure events.

The Government of India has exercised and continues to exercise significant influence over many aspects of the
Indian economy. Indian governments have generally pursued policies of economic liberalization and financial sector
reforms, including by relaxing restrictions on the private sector. Nevertheless, the role of the Indian central and state
governments in the Indian economy as producers, consumers and regulators has remained significant and we cannot
assure you that such liberalization policies will continue. A significant change in India's policy of economic
liberalization and deregulation or any social or political uncertainties could adversely affect business and economic
conditions in India generally and our business and prospects.

India has in the past experienced community disturbances, strikes, riots, terror attacks, epidemics and natural
disasters. India has also experienced natural calamities such as earthquakes, tsunamis, floods and drought in the past
few years. There can be no assurance that we will not be affected by natural or man- made disasters in India or
elsewhere in the future. These acts and occurrences and any increase in their frequency could have an adverse effect
on the financial markets and the economy of India and of other countries, thereby resulting in a loss of business
confidence and a suspension of our operations, which could have a material adverse effect on our business, financial
condition, results of operations and prospects.

Risks relating to the Issue and NCDs.

71.

The NCD Holders may not be able to recover, on a timely basis or at all, the full value of the outstanding amounts
and/or the interest accrued thereon in connection with the NCDs. Failure or delay in recovering the expected
value from a sale or disposition of the assets charged as security in connection with the NCDs could expose the
holders to a potential loss.

Our ability to pay interest accrued on the NCDs and/or the principal amount outstanding from time to time in
connection therewith would be subject to various factors, inter alia, including our financial condition, profitability
and the general economic conditions in India and in the global financial markets. We cannot assure you that we
would be able to repay the principal amount outstanding from time to time on the NCDs and/or the interest accrued
thereon in a timely manner or at all. Although our Company will create appropriate security in favor of the Debenture
Trustee for the NCD Holders on the assets adequate to ensure 100% asset cover for the NCDs, and it will be the duty
of the Debenture Trustee to monitor that the security is maintained, however, the realisable value of the assets
charged as security, when liquidated, may be lower than the outstanding principal and/or interest accrued thereon in
connection with the NCDs and shall depend on the market scenario prevalent at the time of the enforcement of the
security. A failure or delay in recovering the expected value from a sale or disposition of the assets charged as
security in connection with the NCDs could expose you to a potential loss.
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There may be no active market for the NCDs on the platform of the Stock Exchanges. As a result, the liquidity
and market prices of the NCDs may fail to develop and may accordingly be adversely affected.

There can be no assurance that an active market for the NCDs will develop. If an active market for the NCDs fails
to develop or be sustained, the liquidity and market prices of the NCDs may be adversely affected. The market price
of the NCDs would depend on various factors, inter alia, including (i) the interest rate on similar securities available
in the market and the general interest rate scenario in the country, (ii) the market price of our Equity Shares, (iii) the
market for listed debt securities, (iv) general economic conditions, and (v) our financial performance, growth
prospects and results of operations. The aforementioned factors may adversely affect the liquidity and market price
of the NCDs, which may trade at a discount to the price at which you purchase the NCDs and/or be relatively illiquid.

There may be a delay in making refund/ unblocking of funds to Applicants.

We cannot assure you that the monies refundable to you, on account of (i) withdrawal of your Applications, (ii) our
failure to receive minimum subscription in connection with the Base Issue, (iii) withdrawal of the Issue, or (iv) failure
to obtain the final approval from the Stock Exchange for listing of the NCDs, will be refunded to you in a timely
manner. We, however, shall refund / unblock such monies, with the interest due and payable thereon as prescribed
under applicable statutory and/or regulatory provisions.

In the event of bankruptcy, liquidation or winding-up, there may not be sufficient assets remaining to pay amounts
due on the NCDs.

The NCDs will be subordinated to certain liabilities preferred by law such as the claims of the Government on
account of taxes, and certain liabilities incurred in the ordinary course of our business. In the event of bankruptcy,
liquidation or winding-up, our Company’s assets will be available to pay obligations on the NCDs only after all of
those liabilities that rank senior to these NCDs have been paid as per Section 327 of the Companies Act, 2013. In
the event of bankruptcy, liquidation or winding-up, there may not be sufficient assets remaining to pay amounts due
on the NCDs.

There is no assurance that the NCDs issued pursuant to the Issue will be listed on Stock Exchange in a timely
manner, or at all.

In accordance with Indian law and practice, permissions for listing and trading of the NCDs issued pursuant to the
Issue will not be granted until after the NCDs have been issued and allotted. Approval for listing and trading will
require all relevant documents to be submitted and carrying out of necessary procedures with the stock exchange.
There could be a failure or delay in listing the NCDs on the Stock Exchange for reasons unforeseen. If permission
to deal in and for an official quotation of the NCDs is not granted by the stock exchange, our Company will forthwith
repay, with interest, all monies received from the Applicants in accordance with prevailing law in this context, and
pursuant to this Prospectus. There is no assurance that the NCDs issued pursuant to the Issue will be listed on stock
exchange in a timely manner, or at all.

You may be subject to taxes arising on the sale of the NCDs.

Sale of NCDs by any holder may give rise to tax liability, as discussed in section entitled “Statement of Possible Tax
Benefits” on page 78.

Legal investment considerations may restrict certain investment.

The investment activities of certain investors are subject to investment laws and regulations, or review or regulation
by certain authorities. Each potential investor should consult its legal advisers to determine whether and to what
extent (i) the NCDs are legal investments for it, (ii) the NCDs can be used as collateral for various types of borrowing
and (iii) other restrictions apply to its purchase or pledge of the NCDs.

The NCDs are subject to the risk of change in law.
The terms and conditions of the NCDs are based on Indian law in effect as of the date of issue of the relevant NCDs.
No assurance can be given as to the impact of any possible judicial decision or change to Indian law or administrative

practice after the date of issue of the relevant NCDs and any such change could materially and adversely impact the
value of any NCDs affected by it.
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79. The Issuer, being a listed NBFC company is not required to maintain a debenture redemption reserve (“DRR”).

Our Equity Shares are listed on BSE and NSE. Pursuant to a Ministry of Corporate Affairs notification dated August
16, 2019 amending Section 71 of the Companies Act, 2013 and Rule 18 (7) of the Companies (Share Capital and
Debentures) Rules, 2014, a listed company is not required to maintain DRR for debentures issued through a public
issue. Hence, investors shall not have the benefit of reserve funds to cover the re-payment of the principal and interest
on the NCDs.
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SECTION Il - INTRODUCTION
GENERAL INFORMATION

Our Company was incorporated as Sanni Collection Private Limited on June 12, 1991 at Calcutta, West Bengal, India as
a private limited company under the Companies Act, 1956. Our Company’s name was changed from Sanni Collection
Private Limited to Grameen Financial Services Private Limited and a fresh certificate of incorporation consequent upon
change of name was issued to our Company by the Registrar of Companies, West Bengal on March 14, 2008. Our
Company’s name was changed to Grameen Koota Financial Services Private Limited pursuant to a fresh certificate of
incorporation issued by the Registrar of Companies, Bangalore on November 13, 2014. Subsequently, our Company was
converted into a public limited company pursuant to a special resolution passed by our Shareholders at the EGM held on
November 27, 2017 and the name of our Company was changed to Grameen Koota Financial Services Limited. A fresh
certificate of incorporation consequent upon conversion to a public limited company was issued by the RoC on December
18, 2017. Subsequently, pursuant to a resolution passed by our shareholders at the EGM held on January 2, 2018, the
name of our Company was changed to CreditAccess Grameen Limited, and a fresh certificate of incorporation consequent
upon change of name was issued by the RoC on January 12, 2018. Our Company holds a certificate of registration dated
January 19, 2018 bearing registration number B - 02.00252 issued by RBI to carry on the activities of a non-banking
financial company without accepting public deposits under Section 45 IA of the Reserve Bank of India Act, 1934. For
details of the business of our Company, see “Our Business” beginning on page 131.

For further details in relation to the changes in our name, constitution, and registration with the RBI, see “History and
Main Objects” on page 161.

Registration:

CIN: L51216KA1991PLC053425
LEI: 335800YHFDVKKBDQMK?23
RBI registration number: B —02.00252

Permanent Account Number: AAECS7201G

Registered Office and Corporate Office:

CreditAccess Grameen Limited

New No. 49 (Old No. 725),

46th Cross, 8™ Block, Jayanagar,

Next to Rajalakshmi Kalyana Mantap,
Bengaluru 560 071,

Karnataka, India

Tel: +91 80 2263 7300

Fax: +91 80 2664 3433

Website: www.creditaccessgrameen.in
Email: csinvestors@cagrameen.in

For further details regarding changes to our Registered Office, see “History and Main Objects” on page 161.

Registrar of Companies, Karnataka at Bengaluru
Registrar of Companies,

'E' Wing, 2nd Floor,

Kendriya Sadana,

Koramangala,

Bengaluru — 560 034,

Karnataka, India

Liability of the members of the Company

Limited by shares
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Chief Financial Officer

S Balakrishna Kamath

New No. 49 (Old No. 725),

46th Cross, 8™ Block, Jayanagar,
Next to Rajalakshmi Kalyana Mantap,
Bengaluru 560 071,

Karnataka, India

Tel: +91 80 2263 7300

Fax: +91 80 2664 3433

E-mail: csinvestors@cagrameen.in

Company Secretary and Compliance Officer:

Mahadev Prakash Jayakumar Matada
New No. 49 (Old No. 725),

46th Cross, 8" Block,

Jayanagar,

Next to Rajalakshmi Kalyana Mantap,
Bengaluru 560 071,

Karnataka, India

Tel: +91 80 2263 7300

Fax: +91 80 2664 3433

E-mail: cs@cagrameen.in

All comments on this Draft Shelf Prospectus are to be forwarded to the attention of Mahadev Prakash Jayakumar Matada,
Company Secretary and Compliance Officer at the aforementioned address. Comments may be sent through post,
facsimile or email. However, please note that all comments by post must be received by the Issuer by 5:00 p.m. (Indian
Standard Time) on the seventh Working Day from the date on which this Draft Shelf Prospectus is hosted on the website
of the Stock Exchanges. All comments received on this Draft Shelf Prospectus will be suitably addressed prior to filing
of the Shelf Prospectus with the RoC.

Investors may contact the Registrar to the Issue or our Company Secretary and Compliance Officer in case of any pre-
Issue or post-Issue related issues such as non-receipt of Allotment Advice, demat credit of allotted NCDs, refunds, non-
receipt of debentures certificates (in case of NCDs which have been re-materialised), transfers, etc. as the case may be.

Lead Manager

(a. k]

BUILDING BONDS

A. K. Capital Services Limited

603, 6™ Floor,

Windsor, off CST Road,

Kalina, Santacruz - (East),

Mumbai — 400 098

Tel: +91 22 6754 6500

Fax: +91 22 6610 0594

Email: cagl.ncd2022@akgroup.co.in
Investor Grievance Email: investor.grievance@akgroup.co.in
Website: www.akgroup.co.in

Contact person: Aanchal Wagle/ Milan Soni
Compliance Officer: Tejas Davda

SEBI Registration Number: INM000010411
CIN: L74899MH1993PLC274881
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Debenture Trustee

1M1
&
CATALYST
Catalyst Trusteeship Limited
GDA House, Plot No. 85, Bhusari Colony (Right), Kothrud,
Pune — 411 038, Maharashtra
Tel: +91 22 4922 0555
Email: ComplianceCTL-Mumbai@ctltrustee.com
Investor Grievance Email: grievance@ctltrustee.com
Website: www.catalysttrustee.com
Contact Person: Umesh Salvi
Compliance Officer: Rakhi Kulkarni
SEBI Registration No: IND000000034
CIN: U74999PN1997PLC110262

Catalyst Trusteeship Limited has, pursuant to regulation 8 of SEBI NCS Regulations, by its letter dated June 7, 2022
given its consent for its appointment as Debenture Trustee to the Issue (hereinafter referred to as “Trustees™). A copy of
letter from Catalyst Trusteeship Limited conveying their consent to act as Trustees for the Debenture holders and for its
name to be included in this Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche Prospectus and in all the
subsequent periodical communications sent to the holders of the NCDs issued pursuant to this Issue is annexed as
Annexure B.

All the rights and remedies of the Debenture Holders under the Issue shall vest in and shall be exercised by the appointed
Debenture Trustee for the Issue without having it referred to the Debenture Holders. All investors under the Issue are
deemed to have irrevocably given their authority and consent to the Debenture Trustee so appointed by our Company for
the Issue to act as their trustee and for doing such acts, deeds, matters, and things in respect of or relating to the Debenture
Holders as the Debenture Trustee may in his absolute direction deem necessary or require to be done in the interest of
Debenture Holders and signing such documents to carry out their duty in such capacity.

Any payment by our Company to the Debenture Holders/Debenture Trustee, as the case maybe, shall, from the time of
making such payment, completely and irrevocably discharge our Company from any liability to the Debenture Holders
to that extent. For details on the terms of the Debenture Trust Deed, please see “Issue Related Information” on page 479.

Registrar to the Issue

A KFINTECH

KFin Technologies Limited

Selenium Tower B,

Plot 31-32, Gachibowli,

Financial District, Nanakramguda,
Serilingampally, Hyderabad — 500 032

Tel: +91 40 6716 2222

Fax: +91 40 2343 1551

Toll Free Number: 1800 309 4001

Email: cagl.ncdipo@kfintech.com

Investor Grievance Email: einward.ris@ kfintech.com
Website: www.kfintech.com

Contact Person: M Murali Krishna

SEBI Registration Number: INR0O00000221
CIN: U72400TG2017PTC117649

KFIN Technologies Limited, has by its letter dated September 7, 2022 given its consent for its appointment as Registrar
to the Issue and for its name to be included in this Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche
Prospectus, and in all the subsequent periodical communications sent to the holders of the Debentures issued pursuant to
the Issue.

Investors may contact the Registrar to the Issue or our Company Secretary and Compliance Officer in case of any pre-
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Issue or post-Issue related issues such as non-receipt of Allotment Advice, demat credit of allotted NCDs, refunds,
unblocking, non-receipt of debentures certificates (in case of NCDs which have been re-materialised), transfers, etc. as
the case may be.

All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving full details such as name,
Application Form number, address of the Applicant, Permanent Account Number, number of NCDs applied for, Series
of NCDs applied for, amount paid on application, Depository Participant name and client identification number, and the
collection centre of the Members of the Consortium where the Application was submitted and ASBA Account number
(for Bidders other than Retail Individual Investors bidding through the UPI Mechanism) in which the amount equivalent
to the Bid Amount was blocked or UPI ID in case of Retail Individual Investors bidding through the UPI mechanism.
Further, the Bidder shall enclose the Acknowledgement Slip or provide the acknowledgement number received from the
Designated Intermediaries in addition to the documents/information mentioned hereinabove.

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to either (a) the
relevant Designated Branch of the SCSB where the Application Form was submitted by the ASBA Applicant, or (b) the
concerned Member of the Syndicate and the relevant Designated Branch of the SCSB in the event of an Application
submitted by an ASBA Applicant at any of the Syndicate ASBA Centres, giving full details such as name, address of
Applicant, Application Form number, series applied for, number of NCDs applied for, amount blocked on Application.
All grievances related to the UPI process may be addressed to the Stock Exchanges, which shall be responsible for
addressing investor grievances arising from applications submitted online through the App based/ web interface platform
of stock exchange or through their Trading Members. The intermediaries shall be responsible for addressing any investor
grievances arising from the applications uploaded by them in respect of quantity, price or any other data entry or other
errors made by them.

All grievances arising out of Applications for the NCDs made through the Online Stock Exchange Mechanism or through
Trading Members of the Stock Exchanges may be addressed directly to the relevant Stock Exchanges.

Consortium member to the Issue

As specified in the relevant Tranche Prospectus for each Tranche Issue.
Bankers to the Issue

Public Issue Account Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.
Sponsor Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.
Refund Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Joint Statutory Auditors

Deloitte Haskins & Sells PKF Sridhar & Santhanam LLP
ASV N Ramana Tower, T8 & T9, Third Floor

52, Venkatnarayana Road, Gem Plaza, 66, Infantry Road

T. Nagar, Chennai — 600 017, India Bangalore — 560 001, India

Tel: +91 44 6688 5000 Tel: +91 +91 80 4130 7244

Email: sgk@deloitte.com Email: admin@pkfindia.in

Firm Registration Number: 008072S Firm Registration Number: 003990S
Contact Person: G. K. Subramaniam Contact Person: Seethalakshmi M

Deloitte Haskins & Sells was appointed as the statutory auditor of our Company on August 11, 2020 and PKF Sridhar &
Santhanam LLP was appointed as the joint statutory auditor since March 18, 2022.
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For change in statutory auditors in last three years, please see ‘Other Regulatory and Statutory Disclosures’ on page 453.

Credit Rating Agency

IndiaRatings
o

& Research

India Ratings & Research Private Limited
Wockhardt Tower, Level 4, West Wing,
Bandra Kurla Complex, Bandra (E),
Mumbai — 400 051, Maharashtra, India
Tel: +91 22 4000 1700

Fax: +91 22 4000 1701

Email: infogrp@indiaratings.co.in
Website: www.indiaratings.co.in

Contact Person: Amit Rane

Compliance Officer: Arunima Basu

SEBI Registration No: IN/CRA/002/1999
CIN: U67100MH1995FTC140049

Credit Rating and Rationale

“IND AA-/Stable” for an amount of X 1,500 crores by India Ratings vide their rating letter dated August 4, 2022 and
further revalidated vide letter dated September 8, 2022. The Company hereby declares that rating given by India Ratings
are valid as on the date of this Draft Shelf Prospectus and shall remain valid on date of issue and Allotment of the NCDs
and the listing of the NCDs on BSE and NSE, as defined subsequently. These ratings are not a recommendation to buy,
sell or hold securities and investors should take their own decisions. The rating given by the Credit Rating Agency is
valid as on the date of this Draft Shelf Prospectus and shall remain valid until the ratings are revised or withdrawn.
Ratings issued by India Ratings & Research will continue to be valid for the life of the instrument unless withdrawn or
reviewed India Ratings & Research Private Limited, in terms of the rating agreement dated July 19, 2022. These ratings
are not a recommendation to buy, sell or hold securities and investors should take their own decisions. These ratings are
subjected to a periodic review during which they may be raised, affirmed, lowered, withdrawn, or placed on Rating Watch
at any time on the basis of factors such as new information. The rating should be evaluated independently of any other
rating. The Credit Rating Agency’s website will have the latest information on all its outstanding ratings. In case of any
change in credit ratings till the listing of NCDs, our Company will inform the investors through public notices/
advertisements in all those newspapers in which pre issue advertisement has been given. In case of any change in credit
ratings till the listing of NCDs, our Company will inform the investors through public notices/ advertisements in all those
newspapers in which pre issue advertisement has been given. For the rating, rating rationale and press release for the
above ratings, see Annexure A of this Draft Shelf Prospectus.

Disclaimer Statement of India Ratings & Research Private Limited

In issuing and maintaining its ratings, India Ratings relies on factual information it receives from issuers an underwriters
and from other sources India Ratings believes to be credible. India Ratings conducts a reasonable investigation of the
factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of
that information from independent sources to the extent such sources are available for a given security.

The manner of India Ratings factual investigation and the scope of the third-party verification it obtains will vary
depending on the nature of the rated security and its issuer, the requirements and practices in India where the rated security
is offered and sold, the availability and nature of relevant public information, access to the management of the issuer and
its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters,
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the availability
of independent and competent third-party verification sources with respect to the particular security or in the particular
jurisdiction of the issuer, and a variety of other factors.

Users of India Ratings’ ratings should understand that neither an enhanced factual investigation nor any third-party
verification can ensure that all of the information India Ratings relies on in connection with a rating will be accurate and
complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide to India
Ratings and to the market in offering documents and other reports. In issuing its ratings India Ratings must rely on the
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work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal
and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future
events that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings can be
affected by future events or conditions that were not anticipated at the time a rating was issued or affirmed.

India Ratings seeks to continuously improve its ratings criteria and methodologies, and periodically updates the
descriptions on its website of its criteria and methodologies for securities of a given type. The criteria and methodology
used to determine a rating action are those in effect at the time the rating action is taken, which for public ratings is the
date of the related rating action commentary. Each rating action commentary provides information about the criteria and
methodology used to arrive at the stated rating, which may differ from the general criteria and methodology for the
applicable security type posted on the website at a given time. For this reason, you should always consult the applicable
rating action commentary for the most accurate information on the basis of any given public rating.

Ratings are based on established criteria and methodologies that India Ratings is continuously evaluating and updating.
Therefore, ratings are the collective work product of India Ratings and no individual, or group of individuals, is solely
responsible for a rating. All India Ratings reports have shared authorship. Individuals identified in an India Ratings report
were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact
purposes only.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or
hold any investment, loan or security or to undertake any investment strategy with respect to any investment, loan or
security or any issuer. Ratings do not comment on the adequacy of market price, the suitability of any investment, loan
or security for a particular investor (including without limitation, any accounting and/or regulatory treatment), or the tax-
exempt nature or taxability of payments made in respect of any investment, loan or security. India Ratings is not your
advisor, nor is India Ratings providing to you or any other party any financial advice, or any legal, auditing, accounting,
appraisal, valuation or actuarial services. A rating should not be viewed as a replacement for such advice or services.
Investors may find India Ratings’ ratings to be important information, and India Ratings notes that you are responsible
for communicating the contents of this letter, and any changes with respect to the rating, to investors.

It will be important that you promptly provide us with all information that may be material to the ratings so that our
ratings continue to be appropriate. Ratings may be raised, lowered, withdrawn, or placed on Rating Watch due to changes
in, additions to, accuracy of or the inadequacy of information or for any other reason India Ratings deems sufficient.

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between India Ratings and
you or between India Ratings and any user of the ratings.

Legal Counsel to the Issue

7N KHAITAN
(\,/ &CO s

Khaitan & Co

One World Centre

13"& 10" Floor, Tower 1C,
Senapati Bapat Marg,
Mumbai — 400 013
Maharashtra, India

Tel: +91 22 6636 5000

Banker to our Company

State Bank of India

SBI LHO Building, 65, St. Marks Road,
Bangalore — 560 001

Tel: +91 80 2594 3371

Email: shi.14431@sbi.co.in

Website: www.shi.co.in

Contact Person: Dhanajay Mahapatra
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Impersonation

As a matter of abundant precaution, attention of the investors is specifically drawn to the provisions of sub-Section (1)
of Section 38 of the Companies Act, 2013, relating to punishment for fictitious applications. Section 38(1) of the
Companies Act, 2013 provides that:

“Any person who —

(a) makes or abets making of an application in a fictitious name to a company for acquiring, or subscribing for, its
securities; or

(b) makes or abets making of multiple applications to a company in different names or in different combinations of his
name or surname for acquiring or subscribing for its securities; or

(c) otherwise induces directly or indirectly a company to allot, or register any transfer of, securities to him, or to any
other person in a fictitious name,

shall be liable for action under Section 447.”

The liability prescribed under Section 447 of the Companies Act 2013 for fraud involving an amount of at least X 0.1
crores or 1.00% of the turnover of our Company, whichever is lower, includes imprisonment for a term which shall not
be less than six months extending up to 10 years (provided that where the fraud involves public interest, such term shall
not be less than three years) and fine of an amount not less than the amount involved in the fraud, extending up to three
times of such amount. In case the fraud involves (i) an amount which is less than % 0.1 crores or 1.00% of the turnover
of our Company, whichever is lower; and (ii) does not involve public interest, then such fraud is punishable with an
imprisonment for a term extending up to five years or a fine of an amount extending up to X 0.5 crores or with both.

Recovery Expense Fund

Our Company will create a recovery expense fund in the manner as specified by SEBI in circular no.
SEBI/HO/MIRSD/CRADT/CIR/P/2020/207 dated October 22, 2020 as amended from time to time and Regulation 11 of
SEBI NCS Regulations with the Designated Stock Exchange and informed the Debenture Trustee regarding the creation
of such fund. The Recovery expense fund may be utilised by Debenture Trustee, in the event of default by our Company
under the terms of the Debenture Trust Deed, for taking appropriate legal action to enforce the security.

Underwriting

The Issue is not underwritten.

Arrangers to the Issue

There are no arrangers to the Issue.

Guarantor to the Issue

There are no guarantors to the Issue.

Minimum subscription

In terms of the SEBI NCS Regulations, for an issuer undertaking a public issue of debt securities the minimum
subscription for public issue of debt securities shall be 75% of the Base Issue Size. If our Company does not receive the
minimum subscription of 75% of Base Issue Size, prior to the Issue Closing Date the entire Application Amount shall be
unblocked in the relevant ASBA Account(s) of the Applicants within 8 Working Days from the Issue Closing Date or
such time as may be specified by SEBI. The Application Amount shall be transferred to the Public Issue Account from
the respective ASBA Accounts, such Application Amount shall be refunded from the Refund Account to the relevant
ASBA Accounts(s) of the Applicants. The refunded subscription amount shall be credited only to the account from which
the relevant subscription amount was remitted. In the event, there is a delay by our Company in unblocking the aforesaid
ASBA Account within the prescribed time limit our Company will become liable to refund the Application Amount along

with interest at the rate of 15 (fifteen) percent per annum for the delayed period.

Under Section 39(3) of the Companies Act, 2013 and Rule 11(2) of the Companies (Prospectus and Allotment of
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Securities) Rules, 2014 if the stated minimum subscription amount is not received within the specified period, the
application money received is to be credited only to the bank account from which the subscription amount was remitted.
To the extent possible, where the required information for making such refunds is available with our Company and/or
Registrar, refunds will be made to the account prescribed. However, where our Company and/or Registrar does not have
the necessary information for making such refunds, our Company and/or Registrar will follow the guidelines prescribed
by SEBI in this regard included in the SEBI Operational Circular.

Designated Intermediaries
Self-Certified Syndicate Bank

The list of banks that have been notified by SEBI to act as the SCSBs for the ASBA process is provided on the website
of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40  and
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=44 as updated from time to time.
For a list of branches of the SCSBs named by the respective SCSBs to receive the ASBA Forms and UPI Mechanism
through app/web interface from the Designated Intermediaries, refer to the above-mentioned link.

In relation to Bids submitted under the ASBA process 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 the ASBA Forms from the Members of
the Syndicate is available on the website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=45 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 SEBI at http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes.

Syndicate SCSB Branches

In relation to Applications submitted to a member of the Syndicate or the Trading Members of the Stock Exchanges only
in the Specified Cities (Mumbai, Chennai, Kolkata, Delhi, Ahmedabad, Rajkot, Jaipur, Bengaluru, Hyderabad, Pune,
Vadodara and Surat), the list of branches of the SCSBs at the Specified Locations named by the respective SCSBs to
receive deposits of Application Forms from the Members of the Syndicate is available on the website of the SEBI
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=45) and updated from time to
time or any such other website as may be prescribed by SEBI from time to time. For more information on such branches
collecting Application Forms from the Syndicate at Specified Locations, see the website of the SEBI
(http:/lwww.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes) as updated from time to time or any such
other website as may be prescribed by SEBI from time to time.

Broker Centres/ Designated CDP Locations/ Designated RTA Locations

In accordance with SEBI Circular No. CIR/CFD/14/2012 dated October 4, 2012 and CIR/CFD/POLICYCELL/11/2015
dated November 10, 2015 and the SEBI Operational Circular, Applicants can submit the Application Forms with the
Registered Brokers at the Broker Centres, CDPs at the Designated CDP Locations or the RTAs at the Designated RTA
Locations, respective lists of which, including details such as address and telephone number, are available at the website
of the Stock Exchange at www.bseindia.com and www.nseindia.com. The list of branches of the SCSBs at the Broker
Centres, named by the respective SCSBs to receive deposits of the Application Forms from the Registered Brokers will
be available on the website of the SEBI (www.sebi.gov.in) and updated from time to time.

CRTAs/CDPs

The list of the CRTAs and CDPs, eligible to accept Applications in the Issue, including details such as postal address,
telephone number and email address, are provided on the website of BSE and NSE for CRTAs and CDPs, as updated from
time to time.

Utilisation of Issue proceeds

For details on utilisation of Issue proceeds please see, “Objects of the Issue” beginning on page 75.

Issue Programme™

ISSUE OPENS ON As specified in relevant tranche prospectus
ISSUE CLOSES ON | As specified in relevant tranche prospectus
PAY IN DATE Application Date. The entire Application Amount is payable on Application
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DEEMED DATE OF | The date on which the Board of Directors or the Executive, Borrowings & Investment
ALLOTMENT Committee approves the Allotment of the NCDs for the Issue or such date as may be
determined by the Board of Directors/ or the Executive, Borrowings & Investment
Committee thereof and notified to the Designated Stock Exchanges. The actual Allotment
of NCDs may take place on a date other than the Deemed Date of Allotment. All benefits
relating to the NCDs including interest on NCDs shall be available to the Debenture Holders
from the Deemed Date of Allotment.

*The Issue shall remain open for subscription on Working Days from 10 a.m. to 5 p.m. (Indian Standard Time) during the period
indicated above, except that the Issue may close on such earlier date or extended date as may be decided by the Executive, Borrowings
& Investment Committee, subject to relevant approvals. In the event of an early closure or extension of the Issue, our Company shall
ensure that notice of the same is provided to the prospective investors through an advertisement in all the newspapers in which pre-
issue advertisement has been given on or before such earlier or initial date of Issue closure. On the Issue Closing Date, the Application
Forms will be accepted only between 10 a.m. and 3 p.m. (Indian Standard Time) and uploaded until 5 p.m. or such extended time as
may be permitted by the Stock Exchanges.

Applications Forms for the Issue will be accepted only from 10:00 a.m. to 5:00 p.m.(Indian Standard Time) (“Bidding Period ) or
such extended time as may be permitted by the Stock Exchanges, during the Issue Period as mentioned above on all days between
Monday and Friday (both inclusive barring public holiday) (a) by the Designated Intermediaries at the Bidding Centres, or (b) by the
SCSBs directly at the Designated Branches of the SCSBs. On the Issue Closing Date, Application Forms will be accepted only between
10:00 a.m. to 3:00 p.m. and uploaded until 5:00 p.m. (Indian Standard Time) or such extended time as may be permitted by the Stock
Exchanges. It is clarified that the Applications not uploaded on the Stock Exchange(s) Platform would be rejected. Further, pending
mandate requests for bids placed on the last day of bidding will be validated by 5 PM on one Working Day after the Issue Closing
Date.

Due to limitation of time available for uploading the Applications on the Issue Closing Date, Applicants are advised to submit their
Application Forms one day prior to the Issue Closing Date and, no later than 3.00 p.m. (Indian Standard Time) on the Issue Closing
Date. Applicants are cautioned that in the event a large number of Applications are received on the Issue Closing Date, there may be
some Applications which are not uploaded due to lack of sufficient time to upload. Such Applications that cannot be uploaded will not
be considered for allocation under the Issue. Neither our Company, nor the Lead Manager, nor any Member of the Syndicate,
Registered Brokers at the Broker Centres, CDPs at the Designated CDP Locations or the RTAs at the Designated RTA Locations or
designated branches of SCSBs are liable for any failure in uploading the Applications due to failure in any software/ hardware systems
or otherwise. Please note that the Basis of Allotment under the Issue will be on date priority basis except on the day of oversubscription,
if any, where the Allotment will be proportionate.
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Details of share capital

CAPITAL STRUCTURE

The share capital of our Company as on June 30, 2022 is set forth below:

Share Capital (R in crores)

AUTHORISED SHARE CAPITAL

16,00,00,000Equity Shares of % 10 each 160.00
Total Authorised Share Capital 160.00
ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL

15,59,30,964 Equity Shares of % 10 each fully paid up 155.93
Total 155.93
Securities Premium Account 2,269.67

Note: There will be no change in the capital structure and securities premium account due to the issue and allotment of the NCDs.

Details of change in authorised share capital of our company as on June 30, 2022, for last three years:

There is no change in authorised share capital since past three years.

Issue of Equity Shares for consideration other than cash in the three years preceding June 30, 2022

No equity shares of the Company have been issued for consideration other than cash.

Changes in the Equity Share capital of our Company in the three years preceding June 30, 2022:

Date of Allotment| No of | Face | Issue |Consideration| Nature of Cumulative

Equity| Value | Price | (Cash, other | Allotment No. of Equity Equity Share

Shares (®)* |than cash, etc) Equity |Share Capital| Premium

Shares R in cores) | (% in crores)

July 10, 2019 1,500 10| 27.00 Cash ESOP 14,36,51,806 143.652 1,436.135
4,000 10| 39.86
6,250 10| 63.90
2,755 10| 120.87

August 08, 2019 22,500 10| 39.86 Cash ESOP 14,36,99,039 143.699 1,436.355
21,250 10| 63.90
3,483 10| 120.87

September 07, 7,000 10| 39.86 Cash ESOP | 14,37,96,038 143.796 1,437.093
2019 29,750 10| 63.90
30,750 10| 84.47
29,499 10| 120.87

October 10, 2019 1,000 10| 27.00 Cash ESOP 14,38,13,004 143.813 1,437.261
500 10| 39.86
1,750 10| 84.47
13,716 10| 120.87

November 08, 1,000 10| 27.00 Cash ESOP 14,38,21,629 143.822 1,437.343
2019 500 10| 39.86
7,125 10| 120.87

December 12, 2019| 32,500 10| 39.86 Cash ESOP 14,38,77,168 143.877 1,437.596
17,500 10| 63.90
5,539 10| 120.87

January 09, 2020 5,000 10| 63.90 Cash ESOP 14,39,00,771 143.901 1,437.800
8,000 10| 84.47
10,603 10| 120.87

February 13,2020 | 1,250 10| 63.90 Cash ESOP 14,39,41,625 143.942 1,438.202
12,000 10| 84.47
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Date of Allotment| No of | Face | Issue | Consideration| Nature of Cumulative
Equity| Value | Price | (Cash, other | Allotment No. of Equity  |Equity Share
Shares (®)* |than cash, etc) Equity |Share Capital| Premium
Shares (R in cores) |(Xin crores)
27,604 10| 120.87
March 06, 2020 750 10| 27.00 Cash ESOP 14,39,85,459 143.985 1,438.649
500 10| 39.86
7,750 10| 84.47
34,834 10| 120.87,
May 01, 2020 8,162 10| 120.87, Cash ESOP 14,39,93,621 143.994 1,438.739
May 11, 2020 9,000 10| 39.86, Cash ESOP 14,40,34,917 144.035 1,439.032
13,000 10| 63.90
5,000 10| 84.47
14,296 10| 120.87
June 09, 2020 6,000 10| 39.86 Cash ESOP 14,40,56,800 144.057 1,439.171
8,750 10| 63.90
1,300 10| 84.47
5,833 10| 120.87
July 11, 2020 1,500 10| 39.86 Cash ESOP 14,40,75,609 1,440.76 14,393.59
2,500 10| 84.47
14,809 10| 120.87
August 14, 2020 6,250 10| 63.90 Cash ESOP 14,40,84,631 144.085 1,439.423
2,772 10| 120.87
September 15, 7,750 10| 63.90 Cash ESOP 14,41,12,255 144,112 1,439.658
2020 7,500 10| 84.47
12,374 10| 120.87
October 08, 2020 [1,13,15, 10| 707.00 Cash Qualified | 15,54,27,578 155.428 2,229.117
323 Institutions
Placement
October 15, 2020 2,000 10| 27.00 Cash ESOP 15,54,75,289 155.475 2,229.457
25,000 10| 63.90
7,500 10| 84.47
13,211 10| 120.87
November 17, 500 10| 63.90 Cash ESOP 15,54,81,461 155.481 2,229.523
2020 5,672 10| 120.87
December 15, 2020 3,500 10| 39.86 Cash ESOP 15,54,91,471 155.491 2,229.586
2,700 10| 84.47
3,810 10| 120.87
January 08, 2021 4,971 10| 120.87 Cash ESOP 15,54,96,442 155.496 2,229.636
February 25, 2021 500 10| 63.90 Cash ESOP 15,55,34,223 155.534 2,230.014
37,281 10| 120.87
March 10, 2021 500 10| 39.86 Cash ESOP 15,55,52,564 155.553 2,230.173
2,250 10| 63.90
2,550 10| 84.47
13,041 10| 120.87
March 31, 2021 9,000 10| 39.86 Cash ESOP 15,55,82,040 155.582 2,230.348
5,000 10| 63.90
5,800 10| 84.47
9,676 10| 120.87
May 13, 2021 1,000 10| 27.00 Cash ESOP | 15,55,95,673 155.596 2,230.458
4,750 10| 84.47
7,883 10| 120.87
June 09,2021 500 10| 39.86 Cash ESOP 15,56,08,907 155.609 2,230.578
1,000 10| 63.90
1,150 10| 84.47
10,584 10| 120.87
July 09, 2021 500 10| 27.00 Cash ESOP 15,56,77,671 155.678 2,231.115
8,500 10| 63.90
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Date of Allotment| No of | Face | Issue | Consideration| Nature of Cumulative
Equity| Value | Price | (Cash, other | Allotment No. of Equity  |Equity Share
Shares (®)* |than cash, etc) Equity |Share Capital| Premium
Shares (R in cores) |(Xin crores)
28,500 10| 84.47
31,264 10| 120.87
August 10, 2021 500 10| 39.86 Cash ESOP 15,57,16,410 155.716 2,231.353
15,800 10| 63.90
16,000 10| 84.47
6,439 10| 120.87
September 8, 2021 500 10| 39.86 Cash ESOP 15,57,16,781 155.744|  2,231.578
450 10| 63.90
14,100 10| 84.47
12,957 10| 120.87
October 6, 2021 13,400 10| 84.47 Cash ESOP 15,57,64,395 155.764| 2,231.731
6,578 10| 120.87
November 8, 2021 | 1,000 10| 84.47 Cash ESOP 15,57,68,883 155.769 2,231.819
3,488 10| 120.87
December 6, 2021 | 8,300 10| 84.47 Cash ESOP 15,57,85,711 155.786 2,231.959
8,528 10| 120.87
January 7,2022 1,500 10| 84.47 Cash ESOP 15,57,97,700 155.798 2,232.074
10,489 10| 120.87
February 8,2022 750 10| 63.90 Cash ESOP 15,58,47,538 155.848 2,232.551
6,000 10| 84.47
43,088 10| 120.87
March 7,2022 4,000 10| 84.47 Cash ESOP 15,58,66,346 155.866 2,232.849
12,958 10| 120.87
1,850 10| 786.91
April 8, 2022 5,642 10| 120.87 Cash ESOP 15,58,71,988 155.871 2,232.911
May 10, 2022 3000 10| 84.47 Cash ESOP 15,59,12,435 155.912 2,233.623
33,322 10| 120.87 Cash ESOP
4,125 10| 786.91 Cash ESOP
June 6, 2022 18,529 10| 39.86 Cash ESOP 15,59,30,964 155.930 2,233.845
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Shareholding pattern of our Company as on June 30, 2022

Table I - Summary Statement holding of specified securities

Category | Category of Nos. of | No. of fully | No. of | No.of | Total nos. [Shareholdingl Number of Voting Rights held in each No. of Shareholding, |No. of Locked| No. of Shares | No. of
shareholder [shareholders| paid up Partly | shares |shares held| asa % of class of securities Shares asa % in shares pledged or | equity
equity shares paid-up junderlying total no. of Underlying [assuming full otherwise shares
held equity [Depository| shares Outstanding|conversion of encumbered | held in
shares | Receipts (calculated as No of Voting Rights Total |convertible | convertible | No. [Asa %/ No. |Asa % of demateri
held per SCRR, | Class eg: | Class Total asa securities |securities (as | (a) | of total total | alised
1957) Equity | eg:y % of | (including |a percentage Shares Shares | form
Shares (A+B | Warrants) | of diluted held held
+C) share capital) (b)
[0) D) (1) (V) (V) (V1) YD) (V1) (1X) (X) (X1) (X11) (X111 (XIV)
(A) Promoter & 1 | 115109028 0 0 1115109028 73.82 115109028 0 [115109028 | 73.82 0 73.82 0 0.00 0 0.00 [115109028
Promoter
Group
(B) Public 34141 | 40821936 0 0 | 40821936 26.18 | 40821936 0 [ 40821936 | 26.18 0 26.18 0 0.00 NA NA 40821936
© Non
Promoter-
Non Public
(C1) Shares 0 0 0 0 0 NA 0 0 0 0.00 0 NA 0 0.00 NA  NA 0
underlying
DRs
(C2) Shares held 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 0 0.00 NA NA 0
by
Employees
Trusts
Total: 34142 | 155930964 0 0 [155930964 100.00 [155930964 0 [155930964 | 100.00 0 100.00 0 0.00 0 0.00 |155930964
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Table 11 - Statement showing shareholding pattern of the Promoter and Promoter Group

Categ Category & PAN No of | No of fully | No of No of |Total No of [Shareholdin|Number of Voting Rights held in each [No of Shares| Shareholding | Number of | Number of | Number of
ory | Name of the Sharehol| paidup |Partly| Shares [Shares Held|g asa % of class of securities Underlying asa% Locked in Shares equity shares
Shareholder ders equity shares| paid- [Underlying| (IV+V+VI) | total no of Outstanding| assuming full Shares pledged or held in
held up |Depository shares convertible | conversion of otherwise |dematerialized
equity | Receipts (calculated securities | convertible encumbered form
shares as per No of Voting Rights Total | (Including [Securities (asa| No.| Asa | No.|Asa %
held SCRR, 1957| Class X (ClassY| Total asa | Warrants) | percentage of % of of total
(VIII) Asa % of diluted share total Shares
% of (A+B capital) Shar held
(A+B+C2 +C) (VID+(X) As a es
% of held
(A+B+C2)
[0) (1) (111) (1V) (V) (VI) (VIn) (VI (1X) (X) (X1) (XI11) (X111 (X1V)
(1) |Indian
(@) |(Individuals/Hin 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0| 0.00 0
du undivided
Family
(b) |Central 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0] 0.00 0
Government/St
ate
Government(s)
(c) [Financial 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0| 0.00 0
Institutions/
Banks
(d) | Any Other 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0] 0.00 0 0.00 0
Sub-Total 0] 0 0] 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0| #DI 0
(A)Q) V/0!
(2) |Foreign
(@) [Individuals 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0| 0.00 0
(Non-Resident
Individuals/
Foreign
Individuals
(b) |Government 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0 0.00 0
(c) _|Institutions 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0| 0.00 0
(d) [Foreign 0 0 0 0 0 0.00 0 0 0.00 0 0.00 0| 0.00 0 0.00 0
Portfolio
Investor
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Categ Category & PAN No of | No of fully | No of No of |Total No of [Shareholdin{Number of Voting Rights held in each [No of Shares| Shareholding | Number of | Number of | Number of
ory | Name of the Sharehol| paidup |Partly| Shares [Shares Held|g asa % of class of securities Underlying asa% Locked in Shares equity shares
Shareholder ders quity shares| paid- [Underlying| (IV+V+VI) | total no of Outstanding| assuming full Shares pledged or held in
held up |Depository shares convertible | conversion of otherwise |dematerialized
equity | Receipts (calculated securities | convertible encumbered form
shares as per No of Voting Rights Total | (Including [Securities (asa] No.| Asa | No.|Asa %
held SCRR, 1957| Class X (ClassY| Total asa | Warrants) | percentage of % of of total
(VIII) Asa % of diluted share total Shares
% of (A+B capital) Shar held
(A+B+C2 +C) (VID+(X) As a es
% of held
(A+B+C2)
(e) |Any Other 1 | 115109028 0 0 [115109028 73.82 [115109028 0 [115109028 73.82 0 73.82 0] 0.00 0| 0.00 115109028
CREDITACCE| AAJC 1 | 115109028 0 0 115109028 73.82 (115109028 0 [115109028 73.82 0 73.82 0| 0.00 0| 0.00 115109028
SS INDIA N.V.,| M2225
K
Sub-Total 1| 115109028 0 0 | 115109028 73.82 |115109028 0 (115109028 73.82 0 73.82 0| 0.00 0| 0.00 115109028
(A2
Total 1| 115109028 0 0 | 115109028 73.82 |115109028 0 (115109028 73.82 0 73.82 0| 0.00 0| 0.00 115109028
Shareholding
of Promoter
and Promoter
Group (A)=
(AM+(A)2)
Table I11- Statement showing shareholding pattern of the Public shareholder
Cate [Category & Name PAN No of |No of fully | No of No of Total No |Sharehol [INumber of Voting Rights held in each [No of Shares | Shareholding |Number of | Number of [Number of
gory of the Share | paidup |Partly| Shares |of Shares |ding asa class of securities Underlying asa % Locked in | Shares [equity shares
Shareholder holders| equity |paid- |Underlying| Held % of Outstanding | assuming full | Shares | pledged or |held in
shares held| up |Depository | (IV+V+ | total no converttible | conversion of otherwise (dematerialize
equity| Receipts VI) of shares securities convertible encumbered [d form
shares (A+B+ No of Voting Rights Total as | (Including |Securities (asa [No.| Asa [No. |[Asa %
held C2) Class [lass| Total a % of | Warrants) | percentage of % of of total
X Y (A+B+ diluted share total Shares
C) capital) Shares held
held
()] ()] (1 (v) V) (\4)) (V1) (V11D (1X) (X) (X1 (XI1D) (XI111) (X1Vv)
(1) |Institutions
() |[Mutual Funds 15 | 16639168 0 0 16639168 10.67 | 16639168 0 | 16639168 | 10.67 0 10.67 | 0| 0.00 [NA NA 16639168
NIPPON LIFE AAATR0090B 1| 8395855 0 0 | 8395855 5.38 | 8395855 0| 8395855 5.38 0 538 | 0| 0.00 |NA NA 8395855
INDIA
[TRUSTEE LTD-
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Cate [Category & Name PAN No of |No of fully | No of No of | Total No |Sharehol [Number of Voting Rights held in each |No of Shares | Shareholding [Number of | Number of [Number of
gory of the Share | paidup |Partly| Shares |of Shares |ding asa class of securities Underlying asa % Locked in | Shares [equity shares
Shareholder holders| equity |paid- |Underlying| Held % of Outstanding | assuming full | Shares | pledged or fheld in

shares held| up |Depository | (IV+V+ | total no converttible | conversion of otherwise [dematerialize
equity| Receipts VI) of shares securities convertible encumbered [d form
shares (A+B+ No of Voting Rights Total as| (Including |Securities (asa |[No.| Asa [No. |[Asa %
held C2) Class [lass| Total a 9% of | Warrants) | percentage of % of of total
X Y (A+B+ diluted share total Shares
C) capital) Shares held
held
(1 (11) (111) (1V) (V) (VI) VI | (v (IX) (X) (X1 (X11) (X111 (X1V)
IA/C NIPPON
INDIA MULTI
ICAP FUND
SBI FLEXICAP  |AABTS6407Q 1| 3153563 0 0 | 3153563 2.02 | 3153563 0| 3153563 2.02 0 2.02 | 0| 0.00 [NA NA 3153563
FUND
(b) |Venture Capital 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 |NA NA 0
Funds
(c) |Alternate 4 119106 0 0| 119106 0.08 119106 0 119106 0.08 0 0.08| 0| 0.00 INA NA 119106
Investment Funds
(d) [Foreign Venture 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 |NA NA 0
Capital Investors
(e) [Foreign Portfolio 128 | 13523441 0 0 (13523441 8.67 | 13523441 0 | 13523441 8.67 0 8.67 | 0| 0.00 INA NA 13523441
Investors
'T. ROWE PRICE |AAACT6074A 1| 1781945 0 0 | 1781945 1.14 | 1781945 0| 1781945 1.14 0 1.14 | 0| 0.00 |NA NA 1781945
INTERNATION
AL DISCOVERY
FUND
GOVERNMENT |AACCN1454E 1| 1819216 0 0 | 1819216 1.17 | 1819216 0| 1819216 1.17 0 117 | 0| 0.00 [NA NA 1819216
PENSION FUND
GLOBAL
(f) [Financial 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 |NA NA 0
Institutions/
Banks
(9) |Insurance 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 INA NA 0
Companies
(h) [Provident Funds/ 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 |NA NA 0
Pension Funds
(i) _|Any Other
Foreign Nationals 2 57 0 0 57 0.00 57 0 57 0.00 0 0.00 | 0| 0.00 [NA NA 57
Sub Total (B)(1) 149 | 30281772 0 0 | 3028177 19.42 | 30281772 0 | 30281772 | 19.42 0 1942 | 0| 0.00 |[NA NA 30281772
2
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Cate [Category & Name PAN No of |No of fully | No of No of | Total No |Sharehol [Number of Voting Rights held in each |No of Shares | Shareholding [Number of | Number of [Number of
gory of the Share | paidup |Partly| Shares |of Shares |ding asa class of securities Underlying asa % Locked in | Shares [equity shares
Shareholder holders| equity |paid- |Underlying| Held % of Outstanding | assuming full | Shares | pledged or fheld in

shares held| up |Depository | (IV+V+ | total no converttible | conversion of otherwise [dematerialize
equity| Receipts VI) of shares securities convertible encumbered [d form
shares (A+B+ No of Voting Rights Total as| (Including |Securities (asa |[No.| Asa [No. |[Asa %
held C2) Class [lass| Total a 9% of | Warrants) | percentage of % of of total
X Y (A+B+ diluted share total Shares
C) capital) Shares held
held
(1 (11) (111) (1V) (V) (VI) VI | (v (IX) (X) (X1 (X11) (X111 (X1V)
(2) [Central 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 |INA NA 0
Government/ State
Government(s)/
President of India
Sub Total (B)(2) 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 INA NA 0
(3) |Non-Institutions
(@) |i. Individual 32862 | 2471621 0 0 | 2471621 159 | 2471621 0| 2471621 1.59 0 1.59 0.00 [NA NA 2471621
shareholders
holding nominal
share capital up to
R2 lakhs
ii. Individual 31 | 3093908 0 0 | 3093908 1.98 | 3093908 0 | 3093908 1.98 0 1.98 0.00 |NA NA 3093908
shareholders
holding nominal
share capital in
excess of X 2
Lakhs
(b) [NBFCs 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 [NA | NA 0
Registered with
RBI
(c) |[Employee Trusts 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 INA | NA 0
(d) |Overseas 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 | 0| 0.00 [NA | NA 0
Depositories
(Holding DRs)
(Balancing figure)
(e) |Any Other
NON RESIDENT 606 150594 0 0 | 150594 0.10 150594 0 150594 0.10 0 0.10 | 0| 0.00 [NA | NA 150594
INDIANS
CLEARING 45 32163 0 0 32163 0.02 32163 0 32163 0.02 0 0.02 | 0| 0.00 |INA [ NA 32163
MEMBERS
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Cate [Category & Name PAN No of |No of fully | No of No of | Total No |Sharehol [Number of Voting Rights held in each |No of Shares | Shareholding [Number of | Number of [Number of
gory of the Share | paidup |Partly| Shares |of Shares |ding asa class of securities Underlying asa % Locked in | Shares [equity shares
Shareholder holders| equity |paid- |Underlying| Held % of Outstanding | assuming full | Shares | pledged or fheld in
shares held| up |Depository | (IV+V+ | total no converttible | conversion of otherwise [dematerialize
equity| Receipts VI) of shares securities convertible encumbered [d form
shares (A+B+ No of Voting Rights Total as| (Including |Securities (asa |[No.| Asa [No. |[Asa %
held C2) Class [lass| Total a 9% of | Warrants) | percentage of % of of total
X Y (A+B+ diluted share total Shares
C) capital) Shares held
held
(1 (11) (111) (1V) (V) (VI) VI | (v (IX) (X) (X1 (X11) (X111 (X1V)
Qualified 5| 4412804 0 0 | 4412804 2.83 | 4412804 0 | 4412804 2.83 0 283 | 0| 0.00 [NA | NA 4412804
Institutional
Buyer
TATA AIALIFE |AABCT3784C 1| 2161642 0 0 | 2161642 1.39 | 2161642 0| 2161642 1.39 0 139 | 0| 0.00 [NA | NA 2161642
INSURANCE CO
LTD-WHOLE
LIFE MID CAP
NON RESIDENT 266 98441 0 0 98441 0.06 98441 0 98441 0.06 0 0.06 | 0| 0.00 |[NA | NA 98441
INDIAN NON
REPATRIABLE
BODIES 177 280633 0 0 | 280633 0.18 280633 0 280633 0.18 0 0.18 | 0| 0.00 [NA | NA 280633
ICORPORATES
Sub Total (B)(3) 33992| 10540164 0 0]10540164 6.76] 10540164 0] 10540164 6.76 0 6.76] 0] 0.00 10540164
Total Public 34141| 40821936 0 0[ 40821936 26.18| 40821936 0| 40821936 26.18 0 26.18| 0| 0.00 40821936
Shareholding (B)
= (B)(1)+
(B)2)+(B)(3)
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List of top 10 holders of Equity Shares of our Company as on June 30, 2022:

Sr. Name of the Shareholder Total number| Number of Equity | Total shareholding as
No. of Equity Shares held in  |a % of total number off
Shares dematerialized form Equity Shares

1. |Creditaccess India N.V. 115,109,028 115,109,028 73.82

2. |Nippon Life India Trustee Ltd-A/C Nippon India 4,368,685 4,368,685 2.80
Small Cap Fund

3. |SBI Flexicap Fund 1,895,217 1,895,217 1.22

4. |Government Pension Fund Global 1,819,216 1,819,216 1.17

5. |T. Rowe Price International Discovery Fund 1,781,945 1,781,945 1.14

6. |Tata Aia Life Insurance Co Ltd-Whole Life Mid 1,666,023 1,666,023 1.07
Cap

7. |ICICI Prudential Life Insurance Company Limited 1,542,405 1,542,405 0.99

8. |C-Quadrat Special Situations Asia Fund 1,425,478 1,425,478 0.91

9. [Nippon Life India Trustee Ltd-A/C Nippon India 1,293,142 1,293,142 0.83
Growth Fund

10. [SBI Banking & Financial Services Fund 1,258,346 1,258,346 0.81
Total 132,159,485 132,159,485 84.76

List of top 10 holders of non-convertible securities as on June 30, 2022 (on cumulative basis):

S. Name of the holder of Non-convertible Securities Amount % of total non-convertible
No. (in X crores) securities outstanding

1. | Nederlandse Financierings-Maatschappij voor 214.84 18.27%

Ontwikkelingslanden N.V. (FMO)

2. | Covered Bonds 161.62 13.75%
3. | Blue Orchard MicroFinance Fund 148.45 12.63%
4. | Triodos Investment Management BV 122.69 10.44%
5. | State Bank of India 109.21 9.29%
6. | UTI International Wealth Creator 4 100.90 8.58%
7. | Global Access Fund LP 87.91 7.48%
8. | Bandhan Bank 74.33 6.32%
9. | WaterCredit Investment Fund 3, LP 55.10 4.69%
10.| Bank of India 49.94 4.25%

Statement of the aggregate number of securities of our Company and our Subsidiary purchased or sold by our
Promoters, Promoter Group, our Directors and the directors of our Promoters and/or their relatives within six months
immediately preceding the date of filing of this Draft Shelf Prospectus.

Except for the details as set out in the table below, no securities of our Company have been purchased or sold by our
Promoters, promoter group, our Directors, directors of our Promoter and/or their relatives within six months immediately
preceding the date of filing of this Draft Shelf Prospectus.

Sr. | Name of the Transferor | Name of the Transferee | Date of purchase/ Whether Number of
No. transfer purchase/ transfer | Equity Shares
1  |Udaya Kumar Hebbar Market transaction August 16, 2022 Transfer 11,539

No securities of our subsidiaries have been purchased or sold by our Promoters, promoter group, our Directors, directors
of our Promoter and/or their relatives within six months immediately preceding the date of filing of this Draft Shelf
Prospectus.
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Statement of Capitalization

A. Statement of capitalization (Debt to Equity Ratio) of our Company (Standalone) as on March 31, 2022:

(R in crore, except Debt/Equity ratio)

Particulars Pre-Issue as at March 31, 2022 | Post Issue as Adjusted
Debt
Debt Securities & Subordinated Liabilities 1,372.81 2,872.81
Borrowings (Other than Debt Securities) 9,112.25 9,112.25
Total Debt (A) 10,485.06 11,985.06
Equity
Equity Share Capital 155.87 155.87
Other Equity 3,783.93 3,783.93
Non- Controlling Interests 0.00 0.00
Total Equity (B) 3,939.80 3,939.80
Debt/ Equity (C= A/B)* 2.66 3.04

*The debt-equity ratio post Issue in indicative on account of the assumed inflow of T 1,500 Crores from the proposed Issue. The actual
debt-equity ratio post the Issue would depend on the actual position of debt and equity on the Deemed Date of Allotment.

B. Statement of capitalization (Debt to Equity Ratio) of our Company (Consolidated) as on March 31, 2022:

(R in crore, except Debt/Equity ratio)

Particulars Pre-lIssue as at March 31, 2022 | Post Issue as Adjusted
Debt
Debt Securities & Subordinated Liabilities 1,495.84 2,995.84
Borrowings (Other than Debt Securities) 11,424.85 11,424.85
Total Debt (A) 12,920.69 14,420.69
Equity
Equity Share Capital 155.87 155.87
Other Equity 3,821.78 3,821.78
Non-controlling interest 98.40 98.40
Total Equity (B) 4,076.05 4,076.05
Debt/ Equity (C= A/B)* 3.17 3.54

*The debt-equity ratio post Issue in indicative on account of the assumed inflow of ¥ 1,500 Crores from the proposed Issue. The actual
debt-equity ratio post the Issue would depend on the actual position of debt and equity on the Deemed Date of Allotment.

Shareholding of Directors in our Company

The shareholding of the Directors in our Company as on June 30, 2022 is mentioned below:

Sr. Name of the Director, No. of Equity Shares Number of Stock % of total Equity

No. Designation and DIN of ¥ 10 each Options Outstanding Shares of our Company
1. Udaya Kumar Hebbar 2,24,500 4,77,500 0.14
2. George Joseph 1,000 - 0.00 (Negligible)

Details of Promoter’s shareholding in our Company’s Subsidiary

Nil

Details of Promoter’s shareholding in our Joint Venture and Associate Companies

Nil
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Details of any acquisition or amalgamation in the last one year

A proposed scheme of amalgamation of MMFL into our Company was approved by our board vide resolutions dated
November 27, 2019 and January 22, 2020.

Our Company, on July 16, 2021, filed its first Motion Petition along with the consents received from the secured and
unsecured creditors for the scheme, with the NCLT, Bengaluru Bench seeking (i) an order from the Hon'ble Tribunal
convening and holding the meetings of the equity shareholders of our Company to seek the approval of the equity
shareholders to the Scheme; and (ii) dispense with the convening and holding the meeting of the secured and unsecured
creditors of the our Company. Accordingly, pursuant to the order dated 25 February 2022 passed by NCLT Bengaluru,
directed the Company to convene the meeting of its equity shareholders and dispensing the meeting of the secured and
unsecured creditors.

The Transferor Company i.e. MMFL vide its first Motion Petition dated August 03, 2021, along with the consents
received from the secured and unsecured creditors for the scheme, with the NCLT, Chennai Bench seeking (i) an order
from the Hon'ble Tribunal convening and holding the meetings of the equity shareholders of the Transferor Company to
seek the approval of the equity shareholders to the Scheme; and (ii) dispense with the convening and holding the meeting
of the secured and unsecured creditors of our Company. Accordingly, pursuant to the order dated 29 March 2022, passed
by NCLT Chennai, directed the Company to convene the meeting of its equity shareholders and dispensing the meeting
of the secured and unsecured creditors.

The Equity shareholders of the Transferor Company and our Company have approved the scheme vide their resolution
passed on April 25, 2022 and May 04, 2022, respectively. As on the date of this Draft Shelf Prospectus, the matter is
pending before the NCLT Chennai and Bengaluru for its final approval.

The NCLT, Chennai is yet to provide next date of hearing for pronouncement of order and the NCLT, Bengaluru vide its
Order dated September 21, 2022, has adjourned the matter to October 20, 2022.

For more details, please see “History and Main Objects - Proposed Scheme of Amalgamation” on page 161.
Details of any reorganization or reconstruction in the last one year

Our Company has not made any reorganization or reconstruction in the last one year prior to filing of this Draft Shelf
Prospectus. However, the Company is in the process of amalgamation with its Subsidiary Company.

For more details, please see “History and Main Objects - Proposed Scheme of Amalgamation” on page 162.
Details of debt securities were issued at a premium or a discount by the Company

Other than as disclosed in the section “Financial Indebtedness” on page 386, no debt securities were issued at a premium
or a discount by the Company.

Details of shareholding of our Directors in our Subsidiaries, Associate or Joint Ventures

As on the date of this Draft Shelf Prospectus, the Directors are not holding any shares in subsidiary, associates or joint
ventures.

Details of change in the promoter holding in our Company during the last financial year beyond 26 % (as prescribed
by RBI)

There has been no change in the promoter holding in our Company during the last financial year beyond 26%.
Employee Stock Option Scheme

Our Company instituted the GKFSPL Employee Stock Option Plan in 2011. Pursuant to the name change, the plan was
renamed CAGL Employee Stock Option Plan (“ESOP 2011”). ESOP 2011 was adopted on October 30, 2017 vide a
shareholder’s resolution and was deemed to come into force on October 1, 2011. The ESOP 2011 was adopted with the
object of granting, at the discretion of the Company, to such eligible employees (as defined under the plan), options
convertible to shares of GKFSPL as per the terms of ESOP 2011, and to be allotted shares of GKFSPL on exercise of
such Options.

73



The options granted shall vest on the eligible employees of our Company, as determined in accordance with the vesting
schedule elucidated in the ESOP 2011. The Company may vary the terms of the plan offered but not exercised, by way
of a special resolution. In case of winding up of the plan implemented by the Company through the ESOP trust, the excess
money left after making all the repayments shall be utilised for the repayment of loans or it shall be distributed among
the eligible employees as will be recommended by the Nomination and Remuneration Committee.

Please refer below for the details of ESOP 2011 as on June 30, 2022:

Sr. No. Particulars Total Number
Stock options granted 51,19,215
Stock options vested 38,07,990
Stock options exercised 23,24,423
Total number of shares arising out of exercise of Stock options 23,24,423
Stock options lapsed 8,27,214
Exercise price (in %)

ISt Ed N

Tranche Exercise Price
[ 27.00
I 27.00
11 39.86
\Y 63.90
V 84.47
Vi 120.87
VIl 786.91
VI 595.68

None of the Equity Shares held by the Promoter in our Company are pledged or encumbered otherwise by our Promoter
and Promoter Group.
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OBJECTS OF THE ISSUE
Issue Proceeds

Our Company has filed this Draft Shelf Prospectus for a public issue of secured, redeemable, NCDs for an amount
aggregating up to X 1,500 crores.

The Issue is being made pursuant to the provisions of the SEBI NCS Regulations and the Companies Act and the rules
made there under. Our Company proposes to utilize the proceeds raised through the Issue, after deducting the Issue related
expenses to the extent payable by our Company (“Net Proceeds™) towards funding the objects listed under this section.

The details of the proceeds of the Issue are summarized below:

Particulars Estimated amount (X in crore)
Gross proceeds of the Issue As specified in the relevant Tranche Prospectus for each Tranche Issue
Less: Issue related expenses* As specified in the relevant Tranche Prospectus for each Tranche Issue
Net proceeds As specified in the relevant Tranche Prospectus for each Tranche Issue

*The above Issue related expenses are indicative and are subject to change depending on the actual level of subscription to the Issue,
the number of allottees, market conditions and other relevant factors.

Requirement of Funds and Utilization of Net Proceeds

The following table details the objects of the Issue (collectively, referred to herein as the “Objects™) and the amount
proposed to be financed from Net Proceeds:

Sr. Obijects of the Issue Percentage of amount proposed

No. to be financed from Net Proceeds

1. |For the purpose of onward lending, financing and for repayment of At least 75%
interest and principal of existing borrowings of the Company*

2. |General Corporate Purposes** Maximum up to 25%
Total 100%

*Qur Company shall not utilise the proceeds of this Issue towards payment of prepayment penalty, if any

"The Net Proceeds will be first utilized towards the Objects mentioned above. The balance is proposed to be utilized for general
corporate purposes, subject to such utilization not exceeding 25% of the amount raised in the Issue, in compliance with the SEBI NCS
Regulations.

The main objects clause of the Memorandum of Association of the Company permits the Company to undertake its
existing activities as well as the activities for which the funds are being raised through the Issue.

Issue related expenses break-up

The expenses for this Issue include, inter alia, lead management fees and selling commission to the Lead Manager,
Consortium Member and intermediaries as provided for in the SEBI Operational Circular, fees payable to debenture
trustees, the Registrar to the Issue, SCSBs’ commission/ fees, printing and distribution expenses, legal fees, advertisement
expenses, listing fees and any other expense directly related to the Issue. The Issue expenses and listing fees will be paid
by our Company.

The estimated breakdown of the total expenses for this Issue and the timeline for such payment for each Tranche Issue
shall be as specified in the relevant Tranche Prospectus.

Purpose for which there is a requirement of funds
As stated in this section.
Funding Plan

Our Company confirms that for the purpose of this Issue, funding plan will not be applicable.
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Summary of the project appraisal report

Our Company confirms that for the purpose of this Issue, summary of the project appraisal report will not be applicable.
Schedule of implementation of the project

Our Company confirms that for the purpose of this Issue, schedule of implementation of the project will not be applicable.
Monitoring of utilization of funds

There is no requirement for appointment of a monitoring agency in terms of the SEBI NCS Regulations. The Audit
Committee of our Company shall monitor the utilisation of the proceeds of the Issue. Our Company will disclose in our
Company’s financial statements for the relevant financial year commencing from Fiscal 2023, the utilisation of the
proceeds of the Issue under a separate head along with details, if any, in relation to all such proceeds of the Issue that
have not been utilised thereby also indicating investments, if any, of such unutilized proceeds of the Issue. Our Company
shall utilize the proceeds of the Issue only upon only upon receipt of minimum subscription, i.e. 75% of base issue relating
to each Tranche Issue, the execution of the documents for creation of security and the Debenture Trust Deed and receipt
of final listing and trading approval from the Stock Exchanges. Our Company, within forty-five days from the end of
every quarter, submit to the stock exchange, a statement indicating the utilization of issue proceeds of non-convertible
securities, which shall be continued to be given till such time the issue proceeds have been fully utilised or the purpose
for which these proceeds were raised has been achieved.

Interim use of proceeds

Our Management, in accordance with the policies formulated by it from time to time,will have the flexibility in deploying
the proceeds received from the Issue. Pending utilization of the proceeds out of the Issue for the purposes described
above, our Company intends to temporarily invest funds in high quality interest/ non- interest bearing liquid instruments
including money market mutual funds, deposits with banks, current account of banks or temporarily deploy the funds in
investment grade interest bearing securities as may be approved by our Board of Directors or a committee thereof. Such
investment would be in accordance with the investment policies approved by the Board or any committee thereof from
time to time.

Other Confirmations

In accordance with the SEBI NCS Regulations, our Company will not utilize the proceeds of the Issue for providing loans
to or acquisition of shares of any person or company who is a part of the Promoter Group or Group Companies.

Proceeds from the Issue shall not be utilised towards full or part consideration for the purchase or any other acquisition,
inter alia by way of a lease, of any immovable property. No part of the proceeds from the Issue will be paid by us as
consideration to our Promoter, the Directors, Key Managerial Personnel, or companies promoted by our Promoter except
in ordinary course of business.

No part of the proceeds from the Issue will be utilized for buying, trading or otherwise dealing in equity shares of any
listed company. Further our Company undertakes that Issue proceeds from NCDs allotted to banks shall not be used for
any purpose, which may be in contravention of the RBI guidelines including those relating to classification as capital
market exposure or any other sectors that are prohibited under the RBI Regulations.

Our Company confirms that it will not use the proceeds from the Issue, directly or indirectly, for the purchase of any
business or in the purchase of any interest in any business whereby our Company shall become entitled to an interest in
either the capital or profit or losses or both in such business exceeding 50% thereof, the purchase or acquisition of any
immovable property (direct or indirect) or acquisition of securities of any other body corporate.

The fund requirement as above is based on our current business plan and is subject to change in light of variations in
external circumstances or costs, or in our financial condition, business or strategy. Our management, in response to the
competitive and dynamic nature of the industry, will have the discretion to revise its business plan from time to time and
consequently our funding requirements and deployment of funds may also change.

There is no contribution being made or intended to be made by the Directors as part of the Issue or separately in
furtherance of the Objects of the Issue.
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General Corporate Purposes

Our Company intends to deploy up to 25% of the amount raised and allotted in the Issue for general corporate purposes,
Including but not restricted to routine capital expenditure, renovations, strategic initiatives, meeting any expenditure in
relation to our Company as well as meeting exigencies which our Company may face in the ordinary course of business,
or any other purposes as may be approved by our Board of Directors or duly authorized committee thereof.

Variation in terms of contract or objects in this Draft Shelf Prospectus

Our Company shall not, in terms of Section 27 of the Companies Act, 2013, at any time, vary the terms of the objects for
which this Draft Shelf Prospectus is issued, except as may be prescribed under the applicable laws and specifically under
Section 27 of the Companies Act, 2013. Further, in accordance with the SEBI Listing Regulations, in case of any material
deviation in the use of proceeds as compared to the objects of the issue, the same shall be indicated in the format as
specified by SEBI from time to time.

Benefit / interest accruing to Promoter/Directors out of the object of the Issue

Neither our Promoter nor the Directors of our Company are interested in the Objects of this Issue.
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STATEMENT OF POSSIBLE TAX BENEFITS

The Board of Directors
CreditAccess Grameen Limited
#49, 46th Cross,

8™ Block, Jayanagar

Bangalore — 560 071
Karnataka, India

Sub: Proposed public issue by CreditAccess Grameen Limited (the “Company” or the “Issuer”) of secured,
redeemable non-convertible debentures of face value of ¥ 1,000 each (the “NCDs”) for an amount aggregating
up to ¥ 1500 crores (the “Shelf Limit”) (the “Issue”). The NCDs will be issued in one or more tranches up to
the Shelf Limit, on terms and conditions as set out in separate Tranche Prospectus(es) for each Tranche Issue

This certificate is issued in accordance with the terms of our engagement letter dated August 17, 2022.

The accompanying Statement of Possible Tax Benefits prepared by the management of the Company, discusses the tax
provisions applicable to the Potential Debenture holders (“Investors”) subscribing in the Public Issue of NCDs of
CreditAccess Grameen Limited (the “Company”) in Annexure A (hereinafter referred to as “Statement of Tax
Benefits”/ “Statement”), under the Income-tax Act, 1961 (read with Income Tax Rules, circulars, notifications) as
amended by the Finance Act, 2022 (hereinafter referred to as the “IT Act”) in connection with the proposed Issue.

Management’s Responsibility

The preparation of this Statement as of the date of our certificate which is to be included in the Draft Shelf Prospectus
Shelf Prospectus and relevant Tranche Prospectus(es) (the “Offering Documents”) is the responsibility of the
management of the Company.

This responsibility includes designing, implementing and maintaining internal control 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.

Our Responsibility

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 and Listing of Non-Convertible Securities) Regulations,
2021, as amended (the “SEBI NCS Regulations”) and the Companies Act 2013 (“Act™), it is our responsibility is to
examine whether the Statement prepared by the Company, in all material respects, the current position of possible tax
benefits available to the debenture holders of the Company. For this purpose, we have read the Statement as given in
Annexure | and evaluated with reference to the provisions of the IT Act to confirm that statements made are correct in
all material respect.

We draw attention to the fact that the Statement includes certain inherent limitations that can influence the reliability of
the information. The benefits discussed in the enclosed Annexure | are not exhaustive. Several of these benefits are
dependent on the Investors fulfilling the conditions prescribed under the relevant tax laws. Therefore, the ability of
Investors to derive the tax benefits is dependent on fulfilling such conditions.

The Statement is only intended to provide general information and is neither designed nor intended to be a substitute for
the professional tax advice. In view of the individual nature of the tax consequences and the changing tax laws, each
investor is advised to consult their own tax consultant with respect to specific tax implications arising out of their
participation. Neither are we suggesting nor advising the investor to invest money based on this Statement.

We do not express any opinion or provide any assurance as to whether:

i)  debenture holders of the Company will continue to obtain the benefits as per the Statement in future;
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ii)  the conditions prescribed for availing the benefits as per the Statement have been/would be met with; or
iii)  the revenue authorities/ courts will concur with the views expressed herein.

The contents of the enclosed statement are based on information, explanations and representations obtained from the
Company and on the basis of our understanding of the business activities and operations of the Company. We have relied
upon the information and documents of the Company being true, correct and complete and have not audited or tested
them. Our view, under no circumstances, is to be considered as an audit opinion under any regulation or law. No assurance
is given that the revenue authorities/ courts will concur with the views expressed herein.

Our views are based on existing provisions of law and its interpretation, which are subject to change from time to time.
We do not assume any responsibility to update the views consequent to such changes.

In our opinion, the Statement of Tax Benefits prepared by the Company as set out in Annexure | materially covers all tax
benefits available as at the date of our report to Debenture Holders, in accordance with provisions of the IT Act as
amended.

Restriction on Use

We hereby consent to inclusion of the extracts of this certificate in the Offering Documents and/or any other document
in relation to the Issue, and is not to be used, referred to or distributed for any other purpose without our prior written
consent. Accordingly, we do not accept or assume any liability or any duty of care for any other purpose or to any other
person to whom this certificate is shown or into whose hands it may come without our prior consent in writing. Any
subsequent amendment / modification to provisions of the applicable laws may have an impact on the views contained
in our statement. While reasonable care has been taken in the preparation of this certificate, we accept no responsibility
for any errors or omissions therein or for any loss sustained by any person who relies on it.

For Rao Associates

Chartered Accountants
Firm Regn. No. 003080S

Sandeep S Shekar
Partner

Membership No.: 232631
UDIN: 22232631AUJAQT2657

Place: Bangalore
Date: September 23, 2022

Encl: Annexure- | Statement of Tax Benefits
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Annexure- |

ANNEXURE TO THE STATEMENT OF SPECIAL TAX BENEFITS AVAILABLE TO CREDITACCESS
GRAMEEN LIMITED (“THE COMPANY”) AND THE COMPANY’S DEBENTUREHOLDERS

The following tax benefits will be available to the debenture holders as per the existing provisions of law. The tax benefits
are given as per the prevailing tax laws on the provisions of the Income Tax Act, 1961, as on date, taking into account
the amendments made by the Finance Act, 2022, and may vary from time to time in accordance with amendments to the
law or enactments thereto. The Debenture Holder is advised to consider the tax implications in respect of subscription to
the Debentures after consulting his tax advisor as alternate views are possible.

This Annexure intends to provide general information on the applicable provisions of the IT Act. It is not exhaustive or
comprehensive and is not intended to be a substitute for professional advice. Several of these benefits are dependent on
the Company or its Debenture Holders fulfilling the conditions prescribed under the relevant provisions of the Income-
tax Act, 1961. 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 Issue, particularly in view of the fact that certain recently enacted legislation may not have a direct legal precedent or
may have a different interpretation on the benefits, which an investor can avail. Neither are we suggesting nor advising
the investor to invest money based on this Statement.

Implications under Income Tax Act, 1961
To Resident Debenture holders (resident as defined under Section 6 of the Income Tax Act, 1961)

A. In respect of Interest on Debentures (NCD)

1. Interest on NCD received by Debenture Holders would be subject to income tax at the normal rates of tax in
accordance with and subject to the provisions of the Income Tax Act, 1961. Interest will be assessed to Income
tax on receipt basis or mercantile basis (accrual basis) depending on the method of accounting regularly employed
by the NCD holder under Section 145 of the Income Tax Act, 1961.

2. Income Tax is deductible at source on interest on debentures held by resident Indians as per the provisions of
Section 193 of the Income Tax Act, 1961. However, no income tax is deductible under section 193 in the case of
residents where such debentures are in dematerialized form and is listed on a recognized stock exchange.
Accordingly, tax will not be withheld by the company from payment of interest on NCD held by a person resident
in India.

3. Asalready mentioned, withholding tax is not applicable under section 193 of the Income Tax Act if the Debentures
are held in dematerialized form. However, after the issue of debentures, if any debenture holder converts the NCD
into physical form, withholding tax will be applicable. However, tax will be deducted at source at reduced rate or
no tax will be deducted at source in the following cases:

a)  When the Assessing Officer issues a certificate on an application by a Debenture Holder on satisfaction that
the total income of the Debenture holder justifies no/lower deduction of tax at source as per the provisions
of Section 197(1) of the I.T. Act; and that certificate is filed with the Company before the prescribed date of
closure of books for payment of debenture interest;

b)

i. When the resident Debenture Holder with Permanent Account Number (‘PAN’) (not being a company or
a firm) submits a declaration as per the provisions of Section 197A(1A) of the I.T. Act in the prescribed
Form 15G verified in the prescribed manner to the effect that the tax on his estimated total income of the
financial year in which such income is to be included in computing his total income will be NIL. However,
under Section 197A(1B) of the I.T. Act, Form 15G cannot be submitted nor considered for exemption
from tax deduction at source if the dividend income referred to in Section 194, interest on securities,
interest, withdrawal from NSS and income from units of mutual fund or of Unit Trust of India as the case
may be or the aggregate of the amounts of such incomes credited or paid or likely to be credited or paid
during the financial year in which such income is to be included exceeds the maximum amount which is
not chargeable to income tax.
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ii. Senior citizens, who are 60 or more years of age at any time during the financial year, enjoy the special
privilege to submit a self-declaration in the prescribed Form 15H for non-deduction of tax at source in
accordance with the provisions of Section 197A(1C) of the I.T. Act even if the aggregate income credited
or paid or likely to be credited or paid exceeds the maximum amount not chargeable to tax, provided that
the tax due on the estimated total income of the year concerned will be NIL.

iii. In all other situations, tax would be deducted at source as per prevailing provisions of the I.T. Act. Form
No0.15G with PAN / Form No.15H with PAN / Certificate issued u/s 197(1) has to be filed with the
Company before the prescribed date of closure of books for payment of debenture interest without any
withholding tax.

B. In respect of Capital Gains

1. Long-Term Capital Gains

Under Section 2(29AA) read with section 2(42A) of the Income Tax Act, 1961, Listed Debentures held as Capital
Asset as defined under section 2(14) of the Income Tax Act, 1961 is treated as long term capital asset if it is held
for more than 12 Months. Debentures held as capital asset for a period of 12 Months or less will be treated as short
term capital asset.

Long Term Capital Gain will be chargeable to tax under Section 112 of the Income Tax Act at the rate of 20%
(plus applicable surcharge and education cess). However, in the case of listed debentures, as per first proviso to
section 112(1) of the Income Tax Act, 1961, tax payable is only 10% (plus applicable surcharge and education
cess). No indexation benefit is available for debentures. Hence, the tax payable on long term capital gains on
transfer of NCD will be 10% (plus applicable surcharge and education cess) and the capital gains have to be
computed without indexation.

In case of an individual or HUF, being a resident, where the total income as reduced by such long-term capital
gains is below the maximum amount which is not chargeable to income-tax, then, such long-term capital gains
shall be reduced by the amount by which the total income as so reduced falls short of the maximum amount which
is not chargeable to income-tax and the tax on the balance of such long-term capital gains shall be computed at
the rate mentioned above.

2. Short-Term Capital Gains

Listed Debentures held as capital asset under Section 2(14) of the Income Tax Act, 1961 for a period of not more
than 12 months would be treated as Short term capital asset under Section 2(42A) of the Income Tax Act, 1961.
Short Term Capital Gains on transfer of NCD will be taxed at the normal rates of tax in accordance with the
provisions of the Income tax Act, 1961. The provisions relating to maximum amount not chargeable to tax would
apply to short term capital gains.

3. Capital Loss on transfer of Debentures

As per Section 74 of the I.T. Act, short-term capital loss on transfer of debentures suffered during the year is
allowed to be set-off against short-term as well as long-term capital gains of the said year. Balance loss, if any
could be carried forward for eight years for claiming set-off against subsequent years’ short term as well as long-
term capital gains. Long-term capital loss on debentures suffered during the year is allowed to be set-off only
against long-term capital gains. Balance loss, if any, could be carried forward for eight years for claiming set-off
against subsequent year’s long-term capital gains.

4. Exemption available for Individuals and HUF for Long Term Capital gains U/s 54F of the Income Tax Act, 1961

As per the provisions of Section 54F of the I.T. Act, any long-term capital gains on transfer of a long term capital
asset arising to a Debenture Holder who is an individual or Hindu Undivided Family, is exempt from tax if the
entire net sales consideration is utilized, within a period of one year before, or two years after the date of transfer,
in purchase of a new residential house in India, or for construction of residential house in India within three years
from the date of transfer subject to conditions. If part of such net sales consideration is invested within the
prescribed period in a residential house, then such gains would be chargeable to tax on a proportionate basis. This
exemption is available, subject to the conditions stated therein.
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C. Inrespect of Business Income

In case the Debentures are held as stock in trade by the debenture holder, the income/loss from transfer of debentures
would be taxed as Income from Business. Such income is to be computed in accordance with the Income Computation
and Disclosure Standard V111, which is notified by the Ministry of Finance, Government of India under Section 145(2)
of the Income Tax Act, 1961. Where debentures are held as stock in trade and unpaid interest has accrued before
acquisition of Debentures and is included in the price paid for the Debentures, subsequent receipt of interest is to be
allocated between pre-acquisition and post-acquisition periods, the pre-acquisition portion of the interest is reduced
from the actual cost and is to be treated as interest. In the case of Debentures held by Scheduled Bank and Public
Financial Institutions, income is to be recognized in accordance with the guidelines issued by the Reserve Bank of
India in this regard.

. Debentures received as gift without consideration or inadequate consideration

As per section 56(2)(x) of the Income Tax Act, 1961, except in cases which are specifically exempted under this
clause (such as gift received from relative as defined under the section), where the debentures are received without
consideration where the aggregate market value of all gifts received exceeds Rs. 50,000/- the aggregate market value
of the debentures shall be taxable as income in the hands of the recipient. Similarly, if debentures are received for
inadequate consideration, the shortfall in the consideration will be treated as income of the recipient subject to the
provisions contained in section 56(2)(x) of the Income Tax Act, 1961. There is no gift tax for the Donor of the
Debentures.

Implications under Income Tax Act, 1961

To Non-Resident Debenture holders (as defined under Section 6 of the Income Tax Act, 1961)

1.

A Non — Resident Indian has an option to be governed by Chapter XII — A of the I.T. Act, subject to the provisions
contained therein which are given in brief as under:

a. As per Section 115E of the I.T. Act, interest income from debentures acquired or purchased with or subscribed
to in convertible foreign exchange will be taxable at 20%, whereas, long term capital gains on transfer of such
Debentures will be taxable at 10% of such capital gains without indexation of cost of acquisition. Short-term
capital gains will be taxable at the normal rates of tax in accordance with and subject to the provisions contained
therein.

b. As per Section 115G of the I.T. Act, it shall not be necessary for a non-resident Indian to file a return of income
under Section 139(1) of the I.T. Act, if his total income consists only of investment income as defined under
Section 115C and/or long term capital gains earned on transfer of such investment acquired out of convertible
foreign exchange, and the tax has been deducted at source from such income under the provisions of Chapter
XVII- B of the I.T. Act in accordance with and subject to the provisions contained therein.

c. As per Section 115H of the I.T. Act, where a non-resident Indian becomes a resident in India in any subsequent
year, he may furnish to the Assessing Officer a declaration in writing along with return of income under Section
139 for the assessment year for which he is assessable as a resident, to the effect that the provisions of Chapter
X1l — A shall continue to apply to him in relation to the investment income (other than on shares in an Indian
Company) derived from any foreign exchange assets in accordance with and subject to the provisions contained
therein. On doing so, the provisions of Chapter XII — A shall continue to apply to him in relation to such income
for that assessment year and for every subsequent assessment year until the transfer or conversion (otherwise
than by transfer) into money of such assets.

d. As per Section 115D (1) of the I.T. Act, 1961, no deduction in respect of any expenditure or allowance shall be
allowed under any provisions of the IT Act, 1961 in the computation of income of a non-resident Indian under
Chapter XIl — A of the I. T. Act, 1961.

e. Inaccordance with and subject to the provisions of Section 1151 of the I. T. Act, 1961, a Non-Resident Indian
may opt not to be governed by the provisions of Chapter XII — A of the I. T. Act.

f. Long Term capital gains on transfer of listed debentures would be subject to tax at the rate of 10% computed
without indexation.

82



g. Interestincome and Short — term capital gains on the transfer of listed debentures, where debentures are held for
a period of not more than 12 months preceding the date of transfer, would be taxed at the normal rates of tax in
accordance with and subject to the provisions of the I.T. Act, 1961.

h.  Where debentures are held as stock in trade, the income on transfer of debentures would be taxed as business
income or loss in accordance with and subject to the provisions of the I. T. Act, 1961.

Under Section 195 of the I. T. Act, the applicable rate of tax deduction at source is 20% on investment income and
10% on any long-term capital gains as per Section 115E, and 30% for Short Term Capital Gains if the payee
debenture Holder is a Non Resident Indian.

As per Section 74 of the I. T. Act, short-term capital loss on transfer of debentures suffered during the year is allowed
to be set-off against short-term as well as long-term capital gains of the said year. Balance loss, if any could be
carried forward for eight years for claiming set-off against subsequent years’ short-term as well as long term capital
gains. Long-term capital loss on debentures suffered during the year is allowed to be set-off only against long-term
capital gains. Balance loss, if any, could be carried forward for eight years for claiming set-off against subsequent
year’s long-term capital gains.

The income tax deducted shall be increased by applicable surcharge and health and education cess.

As per Section 90(2) of the I.T. Act read with the Circular No. 728 dated October 30, 1995 issued by the Central
Board of Direct Taxes, in the case of a remittance to a country with which a Double Tax Avoidance Agreement
(DTAA) is in force, the tax should be deducted at the rate provided in the Finance Act of the relevant year or at the
rate provided in the DTAA, whichever is more beneficial to the assessee. However, submission of tax residency
certificate (TRC), is a mandatory condition for availing benefits under any DTAA. If the tax residency certificate
does not contain the prescribed particulars as per CBDT Notification 57/2013 dated August 1, 2013, a self-
declaration in Form 10F would need to be provided by the assessee along with TRC.

Alternatively, to avail non deduction or lower deduction of tax at source, as the case may be, the Debenture Holder
should furnish a certificate under Section 195(2) and 195(3) of the I.T. Act, from the Assessing Officer before the
prescribed date of closure of books for payment of debenture interest.

In case the Debentures are held as stock in trade by the debenture holder, the income/loss from transfer of debentures
would be taxed as Income from Business. Such income is to be computed in accordance with the Income
Computation and Disclosure Standard V111 which is notified by the Ministry of Finance, Government of India under
Section 145(2) of the Income Tax Act, 1961. Where debentures are held as stock in trade and unpaid interest has
accrued before acquisition of Debentures and is included in the price paid for the Debentures, subsequent receipt of
interest is to be allocated between pre-acquisition and post-acquisition periods, the preacquisition portion of the
interest is reduced from the actual cost and is to be treated as interest. In the case of Debentures held by Scheduled
Bank, income is to be recognized in accordance with the guidelines issued by the Reserve Bank of India in this
regard.

As per section 56(2)(x) of the Income Tax Act, 1961, except in cases which are specifically exempted under this
clause (such as gift received from relative as defined under the section), where the debentures are received without
consideration where the aggregate market value of all gifts received exceeds Rs. 50,000/- the aggregate market value
of the debentures shall be taxable as income in the hands of the recipient. Similarly, if debentures are received for
inadequate consideration, the shortfall in the consideration will be treated as income of the recipient subject to the
provisions contained in section 56(2)(x) of the Income Tax Act, 1961. There is no gift tax for the Donor of the
Debentures.

As per the provisions of Section 54F of the I.T. Act, any long-term capital gains on transfer of a long term capital
asset arising to a Debenture Holder who is an individual or Hindu Undivided Family, is exempt from tax if the entire
net sales consideration is utilized, within a period of one year before, or two years after the date of transfer, in
purchase of a new residential house in India, or for construction of residential house in India within three years from
the date of transfer subject to conditions. If part of such net sales consideration is invested within the prescribed
period in a residential house, then such gains would be chargeable to tax on a proportionate basis. This exemption is
available, subject to the conditions stated therein.
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Implications under Income Tax Act, 1961
To the Foreign Institutional Investors/ Foreign Portfolio Investors (FIIs/FPIs)

1. Asper Section 2(14)(b) of the I. T. Act, any securities held by FlIs which has invested in such securities in accordance
with the regulations made under the Securities and Exchange Board of India Act, 1992, shall be treated as capital
assets. Accordingly, any gains arising from transfer of such securities shall be chargeable to tax in the hands of Flls
as capital gains.

2. Inaccordance with and subject to the provisions of Section 115AD of the I. T. Act, long term capital gains on transfer
of debentures by Flls are taxable at 10% (plus applicable surcharge and cess) and short term capital gains are taxable
at 30% (plus applicable surcharge and cess). The benefit of cost indexation will not be available. Further, benefit of
provisions of the first proviso of Section 48 of the I. T. Act will not apply.

3. Interest on NCD may be eligible for concessional tax rate of 5% (plus applicable surcharge and health and education
cess) for interest referred under Section 194LD.

4. Further, in case where section 194LD is not applicable, the interest income earned by FlIs/FPIs should be chargeable
to tax at the rate of 20% under section 115AD of the IT Act. Tax shall be deducted u/s. 196D of the IT Act on such
income at 20%. Where DTAA is applicable to the payee, the rate of tax deduction shall be lower of rate as per DTAA
or 20%, subject to the conditions prescribed therein.

5. Section 194LD in the I.T. Act provides for lower rate of withholding tax at the rate of 5% on payment by way of
interest paid by an Indian Company to Flls and Qualified Foreign Investor in respect of rupee denominated bond of
an Indian Company between June 1, 2013 and July 1, 2023 provided such rate does not exceed the rate as may be
notified by the Government.

6. The income tax deducted shall be increased by applicable surcharge and health and education cess.

7. Inaccordance with and subject to the provisions of Section 196D(2) of the I.T. Act, no deduction of tax at source is
applicable in respect of capital gains arising on the transfer of debentures by Flls referred to in section 115AD.

8. The CBDT has issued a Notification No. 9 dated 22 January 2014 which provides that Foreign Portfolio Investors
(FP1) registered under SEBI (Foreign Portfolio Investors) Regulations, 2014 shall be treated as FIl for the purpose
of Section 115AD of the I.T. Act.

Implications under Income Tax Act, 1961
To Mutual Funds

All mutual funds registered under Securities and Exchange Board of India or set up by public sector banks or public
financial institutions or authorized by the Reserve Bank of India are exempt from tax on all their income, including
income from investment in Debentures under the provisions of Section 10 (23D) of the I. T. Act in accordance with the
provisions contained therein. Further, as per the provisions of section 196 of the I. T. Act, no deduction of tax shall be
made by any person from any sums payable to mutual funds specified under Section 10(23D) of the I. T. Act, where such
sum is payable to it by way of interest or dividend in respect of any securities or shares owned by it or in which it has
full beneficial interest, or any other income accruing or arising to it.

Implications under Income Tax Act, 1961

To Specified Funds (“Specified Fund” as defined under section 10(4D) of the IT Act, 1961)

The income of Specified Funds is taxable for the year beginning April 1, 2020, to the extent attributable to units held by
Non-Resident (not being a permanent establishment of a non-resident in India), and in accordance with and subject to the
provisions of Section 115AD of the I.T. Act, as under:

a. The interest income earned are chargeable to tax at the rate of 10%

b. Long term capital gains on transfer of debentures to the specified extent are taxable at 10% (benefit of provisions of
the first proviso of section 48 of the I. T. Act will not apply); and
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c. Short-term capital gains are taxable at 30%.

Further, where any income in respect of NCD is payable to Specified Funds, tax shall be deducted at the rate of 10% on
the income other than exempt under section 10(4D) with effect from November 1, 2020 as per Section 196D of the IT

Act.

The income tax deducted shall be increased by applicable surcharge and health and education cess.

Requirements to furnish PAN/filing of returns under the Income Tax Act, 1961

1.

Sec. 139A(5A):

Section 139A (5A) requires every person from whom income tax has been deducted at source under chapter XVII —
B of the I. T. Act to furnish his PAN to the person responsible for deduction of tax at source.

Sec. 206AA:

a. Section 206AA of the I. T. Act requires every person entitled to receive any sum, on which tax is deductible
under Chapter XVIIB (‘deductee’) to furnish his PAN to the deductor, failing which tax shall be deducted at the
higher of the following rates:

- at the rate specified in the relevant provision of the I. T. Act; or
- at the rate or rates in force; or
- at the rate of twenty per cent.

b. A declaration under Section 197A (1) or 197A (1A) or 197A (1C) shall not be valid unless the person furnishes
his PAN in such declaration and the deductor is required to deduct tax as per Para (a) above in such a case.

c.  Where awrong PAN is provided, it will be regarded as non-furnishing of PAN and Para (a) above will apply.

d. As per Rule 37BC, the higher rate under section 206 AA shall not apply to a non-resident, not being a company,
or to a foreign company, in respect of payment of interest, if the non-resident deductee furnishes the prescribed
details inter alia TRC and Tax Identification Number (TIN).

Sec. 206AB:

Further, the Finance Act, 2021 inserted new section for punitive withholding tax rate for non-filers of return of

income with effect from 1 July 2021 as per which payments made to the specified persons will be subject to TDS at
higher of twice the applicable rate or 5% in respect of all TDS/TCS provisions except for specific exclusions.

Notes forming part of Statement of Tax Benefits

1.

The above Statement sets out the provisions of law in a summary manner only and is not a complete analysis or
listing of all potential tax consequences of the purchase, ownership and disposal of debenture/bonds.

The above statement covers only certain relevant benefits under the Income Tax Act, 1961 and does not cover
benefits under any other law.

The above statement of possible tax benefits is as per the current direct tax laws relevant for the Assessment Year
2023-2024 ( financial year 2022-23) and taking into account the amendments made by the Finance Act, 2022.

This statement is intended only to provide general information to the Debenture Holders and is neither designed nor
intended to be a substitute for professional tax advice. In view of the individual nature of tax consequences, each
debenture Holder is advised to consult his/her/its own tax advisor with respect to specific consequences of his/her/its
holding in the debentures of the Company.

Several of the above tax benefits are dependent on the debenture holders fulfilling the conditions prescribed under
the relevant tax laws and subject to Chapter X and Chapter XA of the Act.

The stated benefits will be available only to the sole/ first named holder in case the debenture is held by joint holders.
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7. In respect of non-residents, the tax rates and consequent taxation mentioned above will be further subject to any
benefits available under the relevant tax treaty, if any, between India and the country in which the non-resident has
fiscal domicile.

8. Inrespect of non-residents, taxes paid in India could be claimed as a credit in accordance with the provisions of the
relevant tax treaty and applicable domestic tax law.

No assurance is given that the revenue authorities/ courts will concur with the views expressed herein. Our views are
based on the existing provisions of law and its interpretation, which are subject to changes from time to time. We do not
assume responsibility to update the views consequent to such changes. We shall not be liable to any claims, liabilities or
expenses relating to this assignment except to the extent of fees relating to this assignment, as finally judicially determined
to have resulted primarily from bad faith or intentional misconduct. We will not be liable to any other person in respect
of this statement.
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SECTION IV - ABOUT OUR COMPANY
INDUSTRY OVERVIEW

All the information contained in this section is derived from the various sources like RBI bulletin August 2022, Volume
LXXVI Number 8, Issue 41 Micrometer Data as on 31st March 2022 by Micro-Finance Institutions Network, ICRA
Industry Reports in an “as is where is basis”. Neither we, nor any other person connected with the Offer has
independently verified this third party and industry related information. Industry sources and publications generally state
that the information contained therein has been obtained from sources generally believed to be reliable, but their
accuracy, completeness and underlying assumptions are not guaranteed and their reliability cannot be assured. Industry
publications are also prepared based on information as of specific dates and may no longer be current or reflect current
trends. This section contains industry related data and statistics taken from the above mentioned reports.

Overview of Global Economy:

Global growth prospects have turned gloomier over the month. Easing of supply chain pressures and the recent ebbing
of commodity prices are providing some breather from record high inflation. In India, supply conditions are improving,
with the recent monsoon pick-up, strong momentum in manufacturing and a rebound in services. The onset of festival
season should boost consumer demand, including rural, also as sowing activity picks up. Robust central government
capital outlays are supporting investment activity. Inflation has edged down, but its persistence at elevated levels warrants
appropriate policy responses to anchor expectations going forward.

The pace of global growth has tapered off in recent months amidst volatile financial conditions and persisting uncertainty
surrounding the geo-political situation. Heightened recession risks are shadowing aggressive and synchronized monetary
tightening across jurisdictions. In its July 2022 update of the World Economic Outlook (WEO), the International
Monetary Fund (IMF) revised down its global growth projection by 40 basis points (bps) for 2022 and by 70 bps for 2023
to 3.2 per cent and 2.9 per cent, respectively. In a downside scenario characterized by a drastic fall in energy imports
from Russia, elevated and persistent inflation expectations and tighter financial markets conditions, global growth may
fall further to about 2.6 per cent and 2.0 per cent in 2022 and 2023 respectively7 (Table 1).

Table 1: GDP Growth Projections — Select AEs and
Emerging Market Economies (EMEs)

{Per cent)

Country 2022 2023
April July April July
2022+ zoz2* 2022+ zoz2*
BT
T ¥ = World 3.0 3.2 3.0 2.0
Advanced Economies
| ==p. 5.7 23 23 1o

UK 3.7 3.2 1.2 0.5

Euro area 2.8 2.6 2.3 1.2

Japan 2.4 1.7 2.3 1.7

Emerging Market Economies

Brazil 0.8 1.7 1.4 1.1

Russia -8.5 -6.0 2.3 3.5

India 82 7.4 6.9 6.1

China 4.4 3.3 5.1 4.6

South Africa 1.9 2.3 1.4 1.4

\Al x
l‘ I @

*: Month of projection.
Source: IME.

(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

The updated nowcasts of global GDP for Q2:2022 point to global growth momentum entering the contractionary zone.
This is also reflected in the movement of high frequency indicators.
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Chart 3: Global GDP Nowcasts

a. Global GDP Growth Nowcast (Adjusted Series, Q00) b. Global GDP Growth Nowcast (Adjusted Series, QoQ)
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(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

In spite of the moderation in commodity prices and supply chain pressures, the globalisation of inflation and its
persistence remains the major fault line in the evolving global outlook. In July 2022, the IMF revised up its inflation
projection by 0.9 percentage points for AEs to 6.6 per cent and by 0.8 percentage points for emerging market and
developing economies (EMDES) to 9.5 per cent (relative to projections in the April 2022 WEO), driven by food and
energy prices as well as supply-demand imbalances.

Chart 8: Inflation
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(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

Overview of the Indian economy:

The Indian economy has naturally been impacted by the global economic situation. We have been grappling with the
problem of high inflation. Financial markets have remained uneasy despite intermittent corrections. Nevertheless, with
strong and resilient fundamentals, India is expected to be amongst the fastest growing economies during 2022-23
according to the IMF, with signs of inflation moderating over the course of the year. Export of goods and services together
with remittances are expected to keep the current account deficit within sustainable limits. The decline in external debt

to GDP ratio, net international investment position to GDP ratio and debt service ratio during 2021-22 impart resilience
against external shocks.
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Domestic economic activity is exhibiting signs of broadening. The south-west monsoon rainfall and reservoir levels are
above normal; kharif sowing is progressing well, although it is marginally below last year’s level due to uneven rainfall
distribution. On the demand side, indicators such as production of consumer durables, domestic air passenger traffic and
sale of passenger vehicles suggest improvement in urban demand. Rural demand indicators, however, exhibited mixed
signals — while two-wheeler sales increased, tractor sales contracted in June over a high base though.

For the year 2022, the International Monetary Fund (IMF) projects global growth at 3.2 per cent in 2022, lower than 6.1
per cent in 2021. India is projected to grow by 7.4 per cent in 2022. In spite of the pandemic and the war in Europe, India
is going to contribute about 14 per cent of global growth. In fact, India is likely to be the second most important driver
of global growth in 2022 after China.

Currently, India is the third largest economy in the world in terms of purchasing power parity (PPP) terms, with a share
of 7 per cent of global GDP [after China (18 per cent) and the US (16 per cent)].

The OECD’s 2021 calculations indicate that the Indian economy will be overtake the US by 2048. This would make India
the largest economy in the world after China.

Chart 1: Evolution of India’s GDP Growth
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(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

Chart 7: Real GDP of Major Economies
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Universe: Overall size

Overall position of the microfinance industry based on data sourced from Equifax on various category of lenders
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including NBFC-MFlIs, Banks, SFBs, NBFCs and other MFIs (including non- profit MFIs).

As on 31 March 2022, 12 Banks hold the largest share of portfolio in micro-credit with total loan outstanding of Rs
1,14,051 Cr, which is 40.0% of total micro-credit universe. NBFC-MFIs are second largest provider of micro- credit with
a loan amount outstanding of Rs 1,00,407 Cr, accounting for 35.2% to total industry portfolio. SFBs have a total loan
amount outstanding of Rs 48,314 Cr with total share of 16.9%. NBFCs account for another 6.9% and Other MFIs account
for 1.0% of the universe. The table below captures the key portfolio and outreach number of the five-broad category of
microfinance lenders.

Overall status of portfolio, unique borrowers and loan accounts
31-Mar-22 31-Mar-21
Type of No. of Unique Activeloan | Portfolio | No. of Unique Active loan | Portfolio
entity entities | Borrowers | accounts 0fs entities | Borrowers accounts 0/fs
(cr) (cr) (Rs Cr) (cr) (cr) (Rs Cr)
NBFC-MFls 84 2.7 4.2 1,00,407 85 26 3.7 80,549
Banks 12 2.9 43 1,14,051 13 29 43 1,13,271
SFBs 9 1.4 1.8 48,314 8 1.5 1.8 41,170
NBFCs 58 0.7 0.8 19,698 53 0.8 0.9 21,673
Others 39 0.1 0.2 2,971 29 0.1 0.2 2,714
Total 202 5.8 11.3 2,85,441 188 5.9 10.8 2,59,377
DPDO-179 202 10.1 2,61,818 188 10.2 2,47,938
Ever MFI 206 5.8 11.5 2,87,943 193 6.1 11.2 2,87,014

Note: 1. The total of entity wise unique borrowers will not equal to universe total due to overlaps
2. One of the NBFC MFI transformed into an SFB and one Cooperative bank has exited MFI business

(Source: Issue 41, Micrometer, Data as on 31, March 2022)
Universe: Portfolio outstanding
The pie-chart shows the share of each peer group in the universe for loan amount outstanding as percentages.

The portfolio of NBFC-MFIs portfolio has increased by 24.7% and banks by 0.7%, SFBs portfolio by 17.4%, NBFCs
portfolio has decreased by 9.1% and Other MFIs have increased by 9.5% (Based on loans originated after February 2017).

As shown in PAR trend graph, PAR>30 has shown a decreasing trend for NBFC-MFIs and NBFCs signifying recovery

of portfolio health, whereas for Other MFIs it has stayed at the same level. For Banks and SFBs, the PAR levels have
increased as compared to levels at the end of last FY.
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Micro-credit loan outstanding across lenders PAR=30 of the various entities
31March 2022
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(Source: Issue 41, Micrometer, Data as on 31, March 2022)
Universe: Regional distribution
As on 31 March 2022, the industry serves 5.8 Cr unique borrowers through 11.3 Cr loan accounts. The regional spread

is depicted in the pie-chart below which shows around 64% portfolio is concentrated in East & Northeast and South
regions.
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Regional distribution of portfolio Regional distribution of unique borrowers
31 March 2022 31 March 2022
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The Top 10 states (based on universe data) constitute 82.4% in terms of GLP. Tamil Nadu has become the largest state
in terms of portfolio outstanding followed by Bihar and West Bengal. Among Top 10 states, West Bengal has the highest
average loan outstanding per unique borrower of Rs 53,708 followed by Kerala at Rs 46,074.

Portfolio: Top 10 states

mm GLP (RsCr
31 March 2022 ( )

e 800 [N O/'5 per account (Rs)

53,708 e A4V, l0@N O/ s per UB (Rs)

46,074

24,842

TN BH WB KA up MH MP OR RJ KL
(Source: Issue 41, Micrometer, Data as on 31, March 2022)

Universe: State distribution

As on 31 March 2022, microfinance operations are present in 28 states and 9 union territories (UTs), including very small
portfolio in the UT of Ladakh and Lakshadweep.

NBFC-MFIs disbursed Rs 29,506 Cr in Q4 FY 21-22 which is a significant improvement over disbursement made in Q4

FY 20-21 (Rs 26,272 Cr). The average loan size of Rs 38,647 for Q4 FY 21-22, is 9.6% higher than the average loan size
in Q4 FY 20-21.
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Loans accounts & amount cutstanding Average disbursement size & loan
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(Source: Issue 41, Micrometer, Data as on 31, March 2022)

NBFC-MFI Industry

This section is based on self-reported data of 55 NBFC-MFIs (MFIN Primary Members) up to state level. Analysis on
NBFC-MFIs is based on data collected from 52 members for FY 21-22, that are registered with the Reserve Bank of
India (RBI).

Data for the remaining Three Members pertain to previous quarters. Q2 FY 20-21 data of Adhikar has been used for
aggregate analysis due to unavailability of Q3 FY 21-22 data. Similarly, data of Q3 FY 20-21 of Fino Finance and Q3
FY 21-22 of Sarala has been used, respectively.

Categorization of NBFC-MFI in the panel depends on the size of MFI in the current quarter. MFIs with GLP below Rs
100 Cr are categorized as small, between Rs 100 Cr to 500 Cr as medium and > Rs 500 Cr as large. As on 31 March
2022, there are 13 Small, 17 medium and 25 large NBFC-MFIs.

Analysis on funding received during FY 2021-22 is based on data received from 50 Members including 13 Small, 13
Medium and 24 Large institutions.

For Asset & Liability Management (ALM) analysis, self-reported data of 45 NBFC-MFIs have been used including 12
small, 11 medium and 22 large institutions.

Highlights
Some highlights of Q4FY22/ financial year 2022 are as under:

= Ason 31 March 2022, 3.4 Cr clients* have loan outstanding from NBFC-MFIs, which is 8.3% higher than clients as
on 31 March 2021.

= The aggregate GLP of MFIs is Rs 96,561 Cr as on 31 March 2022, including owned portfolio Rs 82,458 Cr and
managed portfolio (off BS) of Rs 14,104 Cr. The owned portfolio of MFIN members is about 82.1% of the NBFC-
MFI universe portfolio of Rs 1,00,407 Cr.

= Ona YoY basis GLP has increased by 19.4% as compared to 31 March 2021 and by 12.5% in comparison to 31
December 2021.

= Loan amount of Rs 83,354 Cr was disbursed in FY 21-22 through 2.3 Cr accounts, including disbursement of Owned
as well as Managed portfolio. This is 44.9% higher than the disbursements made in FY 20-21.
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Average loan amount disbursed per account during FY 21-22 was Rs 37,020 which is an increase of around 8.5% in
comparison to last financial year.

As on 31 March 2022, the borrowings O/s were Rs 76,325 Cr. Other Banks (apart from Top 5 banks) contributed
40.1% of borrowings Ofs followed by 21.2% from Non-Bank entity, 19.3% from Top 5 Banks, 12.6% from AlFIs,
3.9% from other sources and 3.0% from External Commercial Borrowings (ECB).

During FY 21-22, NBFC-MFIs received a total of Rs 47,931 Cr in debt funding, which is 18.1% higher than FY 20-
21. Other Banks contributed 44.2% of the total Borrowing received followed by Top 5 Banks 22.4%, Non- Bank
entities 15.9%, AlFIs 11.2%, Others 4.9% and ECB 1.4%.

Total equity increased by 15.2% as compared to end of FY 20-21 and is at Rs 21,419 Cr as on 31 March 2022.

Portfolio at Risk (PAR)>30 days as on 31 March 2022 has increased to 9.7% as compared to 9.2% as on 31 March
2021.

MFIs have presence in 27 states and 5 union territories.

In terms of regional distribution of portfolio (GLP), East and North-East accounts for 31% of the total NBFC- MFI

portfolio, South 27%, West 16%, North 15% and Central contributes 11%.

(Source: Issue 41, Micrometer, Data as on 31, March 2022)

Indicator Q4 FY 21-22 Q4 FY 20-21 YoY change (%) Q3 FY 21-22
Q4 FY 21-22 over

31-Mar-22 31-Mar-21 Q4 FY 20-21 31-Dec-21
Branches 16,890 14,530 16.2% 16,234
Employees 1,42,811 1,18,653 20.4% 1,36,414
Clients™ (Cr) 3.4 3.1 8.3% 3.2
Loan accounts (Cr) 3.9 37 3.8% 37
Gross Loan Portfolio (Rs Cr) 96,561 80,906 19.4% 85,806
Balance sheet portfolio (Rs Cr) 82,458 68,344 20.7% 75,991
et
(nggnagﬁsr;z‘;'ﬂféff 83,354 57,524 44.9%

*The client's number here is the aggregate of clients of member MFIs. Given some degree of overlaps, it does not reflect

the number of ‘unique’ clients.

(Source: Issue 41, Micrometer, Data as on 31, March 2022)

Distribution of MFIs as per size and share of various peer group MFI in industry

As on 31 March 2022, amongst 55 MFIN member NBFC-MFIs, 13 are small (GLP < Rs 100 Cr), 17 medium (GLP

between Rs 100-500 Cr) and 25 large (GLP > Rs 500 Cr).

Large MFIs continue to hold largest proportion of industry outreach. Large MFIs account for 95.4% of the industry GLP,
93.7% of the client base, 95.0% of loan amount disbursed and 96.7% of debt funding received.
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Share of various peer group MFIs inindustry

Distribution of MFls as per size

0.5% 0.6% 0.3%

Branches Employees  Loan officers Clients GLP Loan amount Funding
disbursed

mlarge mMedium mSmall mlarge mMedium wSmall

(Source: Issue 41, Micrometer, Data as on 31, March 2022)
Portfolio

As on 31 March 2022, aggregated GLP of NBFC-MFIs stood at Rs 96,561 Cr, growth of 19.4% in comparison to 31
March 2021 and 12.5% over the quarter ending 31 December 2021.

Managed portfolio is Rs 17,191 Cr, which includes Rs. 3,087 Cr of On-balance sheet managed portfolio (due to IndAS)
and Rs 14,104 Cr of Off-balance sheet managed portfolio.

Within the managed portfolio, portfolio created under Business Correspondent (BC) partnership has 20.1% share
amounting to Rs 3,458 Cr. Securitization (PTC & DA) contributes majority (79.9%) of total managed portfolio.

As on 31 March 2022, Top 10 MFIs accounted for 71.8% of the industry portfolio.
Loan portfolio (Rs Cr)

96,561
72 ?us Sﬂ'gﬂs S
15,929 I
31-Mar-20 31-Mar-21 31-Mar-22
mm Owned e Managed On BS

Managed Off BS e Gross
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Breakup of managed portfolio (Rs Cr) Top 10 MFls, GLP [Rs Cr)

B 13,732
creanscee: | %
ssived [ 7 00) 17%
Fusion i 6,654 43%
Muthoot Microfin -
6,567 32%
6,549 36%
HFLS t
amasta 6,484 5%
soun " o5 .
31-Mar-20 31-Mar-21 31-Mar-22 Spandana -5:151 .
m Created as BC
svatantra - 5,447
m Assigned/bilateral agreement 4 3%
| Securitized (created through SPV) Belstar - 4,365 19%
m31-Mar-21 m31-Dec-21  m31-Mar-22 Change
(YoY)

*For MFIs under IndAS, Securitized portfolio is reflected in BS portfolio. For others, it is part of managed portfolio.
Hence, totals of breakup in above graph will not be equal to total off- balance sheet portfolio (in graph titled “Loan
portfolio™)

(Source: Issue 41, Micrometer, Data as on 31, March 2022)

Portfolio: Breakup

In terms of geographic spread, 78.1% of the portfolio is rural and 21.9% is urban.

In terms of purpose, agriculture loans account for 58.1% of the GLP. Non-agriculture (trade/services and manufacturing)
loans account for 40.0% and household finance loans account for 2.0% of the GLP.

Based on data from 55 NBFC MFIs, quality of owned portfolio appears much better as compared to managed portfolio.

Breakup of GLP- Geography PAR comparison of owned & managed
31March 2022 portfolio
15.0%
o 13.5% 13 1%
8.8% 9.0%
6.7% ——

4 3%
\f%

PAR =30 PAR =50 FAR =00 PAR >130

 ENEEED s Owned

m Rural mUrhan
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Lending Purpose Share of total GLP
Agriculture and Allied Activities (total) 58.1%
Non-agriculture (total) 40.0%
Trade and services 35.7%
Manufacturing / production 4.2%
Household Finance (total) 2.0%
Education 0.1%
Medical 0.0%
Housing / home improvement 0.8%
Other householdfinance 1.1%

(Source: Issue 41, Micrometer, Data as on 31, March 2022)
Portfolio: Regional distribution

In terms of regional distribution of portfolio (GLP), East and Northeast accounts for 31% of the total NBFC MFI portfolio,
South 27%, West 16%, North 15% and Central contributes 11%.

Five top states in terms of loan amount outstanding are Bihar, Tamil Nadu, Karnataka, Uttar Pradesh and Madhya
Pradesh. They account for 53.2% of GLP and Top 10 states account for 83.4% of the total loan amount outstanding.

Regional distribution of GLP
31 March 2022

Top 10 state in terms of GLP (Rs Cr)
Portfolio at Risk for Top 15 statesin terms of

GLP (31 March 2022)

=]
=

States PAR >30 PAR >20 PAR =180 11,939 29%
L
11,655 26%
TN 9.7% 5.0% 3.0%
KA 6.0% 3.8% 2.3% Ko 10,998 17%
up 4.9% 2.9% 1.6% ue
E— 5750 a0%
MP 10.7% 6.7% 2.7%
MH 9.8% 7.1% 3.8% Me - 8,029 17%
OR 12.3% 9.0% 5.1%
M — 7,799 13%
WB 15.5% 8.3% 6.0%
0 sa%  as%  aow o | 7o
KL 18.5% 9.8% 6.5%
v —
JH 7.0% 2.0% 1.7% 3,730 3%
GJ 8.3% 5.4% 3.2% Rl - 2933 50
CG 13.8% 9.6% 4.2%
KL
PB 12.0% 9.1% 6.4% - 2,964 18%
HR 6.2% 40% 1.9% m31-Mar-21  m31-Mar-22 VoY
growth

(Source: Issue 41, Micrometer, Data as on 31, March 2022)



Disbursements: MFI level

During FY 21-22, MFIs disbursed 2.3 Cr loans worth Rs 83,354 Cr. Compared with FY 20-21, there has been a YoY
increase of 33.5% in number of loans disbursed and 44.9% in loan amount disbursed.

Top 10 MFlIs in terms of loan amount disbursed accounted for 70.3% of industry disbursements in FY 21-22.

Top 10 MFls, Loan Amount Disbursed [Rs Cr) Disbursement [Rs Cr)

Crediticoess
12,633
Asirvad
B,557
Fusion
£,05E8
Muthoot Microfin
4,669

Fy 19-20 FY 20-21 Fy 21-22
mm Loan amount disbursed [RsCr)
—— No. of loansdisbursed [In Cr)

Annapuma

IIFLSamasta L
MFI size wise disbursement

31 March 2022
Satin 27,281
2,031 33,3232
ES,M

Spandana

3,143

Svatantra - ]

4,730 -~ ™

m i

—
Small Medium Large
Belstar

3,548 mmm Loan Amount Disbursed (Rs Cr)

e Awerage loan size [Rs)
mFY19-20 mFY20-21 wmFY21-22

Disbursements: State level

Top 5 states contributed 52.5% and top 10 states contribute 83.2% of total disbursement of FY 21-22

State wisedistribution of disbursement
(during F¥ 21-22)

BH

11,791 253

TN
— -
State wise distribution of disbursement
[during FY 21-232)
o D .
oo
7,531 26%
MP
B .
.
6,205 113
o
7,232 16%
5,757 ase
o
4,264 43%
«
2,089 6%

mFY20-21 mFY21-22

(Source: Issue 41, Micrometer, Data as on 31, March 2022)
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Financials

As on 31 March 2022, the total equity of the industry stands at Rs 21,419 Cr which is 26.0% of the net owned portfolio.
At an aggregated industry level, domestic equity is 57.8% of total equity.

Breakup of equity Equity positions [R=Cr) and leverage

Foreign (% Dromestic|3
" gni¥ m () 31-Mar-20 31-Mar-21 F31-Mar-22

mmm Sharecapital pem Reserve and surplus === Debt: Equity

As on 31 March 2022, NBFC-MFIs have total asset base of Rs 1,02,643 Cr. Outstanding borrowings are Rs 76,325 Cr.
YoY increased in borrowings outstanding is 19.7% and in total asset is 18.2%.

Among the funding instruments used, term loans contributed 76.8% of the debt outstanding, followed by debentures at
14.6%, sub-debt at 5.8%, other instruments 2.4% and commercial papers at 0.3%.

Total asset=and outs=nding bomowings

Funding insruments
[Rs Crj

0.3%

Emall Medium Large Total

21 Mar20 21 Mar21 - mTerm loan m Debentures
Er Er Er mSubordinated Debt Commercial Fapers
mm Total assets —g— Dutstanding bormwings mAny other

(Source: Issue 41, Micrometer, Data as on 31, March 2022)
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ALM Analysis

Asset toliability + Equity Gap Anabysiz [up to 12 months), RsCrore

6to<12
m3to<6
mlto=3
17,294 <1
5336
13,E71
: I
Liability Lizbility Assets Liability
Emall Medium Larze

It is evident that all sizes of NBFC-MFIs continue to be well placed in terms of ALM across various buckets. The gap
(=assets — (liability + equity)) reduces across buckets. The overall gap was 61.7% of total assets for <1 month, 20.7% for
1 to <3 months, around 14.4% for 3 to <6 months and 20.2% for 6 to <12 months buckets for the overall sample. The
gap in <1 month bucket was 42.1% for small, 69.8% for medium and 61.6% for large MFIs which seems comfortable.

The gap for >12 months was negative across all categories mainly because of smaller value of portfolio maturing (39.6%
of total on balance sheet portfolio) in comparison to amount of borrowing maturing (43.9% of total loan and interests
repayable) in this bucket.

It is evident from the ALM analysis that borrowings of MFIs are of longer term while assets are of shorter- term.
(Source: Issue 41, Micrometer, Data as on 31, March 2022)

Cost of funds and pricing

At an industry level average cost of funds for FY 21-22 is 12.0% and Median Cost of funds is 12.1%. Overall spread of
cost of funds ranges from 9.0% to 16.5%. For,

» Large MFls, the range is between 9.1% to 15.0%.

*  Medium MFIs, range is between 10.7% to 16.5%.
*  Small MFls, range is between 9.0% to 15.8%.
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Cost of funds %
FY 21-22

16.5%
15.8%
15.0%
1 13.1%
11.2%
10.7%
9.1% 9.0%

M Large @ Medium [ Small

Average cost of funds [azcalculatedfor margin calculation) and weighted average
interestrate charged [FY 21-22)

71 3% 21.4% 21;?%

20.9% a

All

Large fMedium amall

mmm Average COF pmem Median COF —a— Average interest ratecharged

Mote: Interest rate asdepicted intheabove graphizthe weighted aversge rate of interest charged by
Member institutions on existing qual ifying loan portfolic outstanding.

(Source: Issue 41, Micrometer, Data as on 31, March 2022)
RBI’s Regulatory Framework For Microfinance Loans:

Revised framework to harmonies microfinance regulations across lenders and provide more flexibility to NBFC-
MFIs; however, increased indebtedness limit poses over-leveraging risk

Lenders in the microfinance finance industry in India comprise not only non-banking financial company - microfinance
institutions (NBFC-MFIs), but also NBFC - investment and credit companies (NBFC-1CC), scheduled commercial banks
(SCBs), small finance banks (SFBs) and others. However, the Reserve Bank of India’s (RBI) regulations for microfinance
lending activities are applicable only to NBFC-MFIs while the other lenders are governed by the respective regulatory
frameworks as applicable to them. As the composition of the industry is tilted towards SCBs and SFBs, which have a
majority share (~60%) of microfinance (excluding the self-help groups bank linkage programme) in the country while
the NBFC-MFIs have a share of ~30%, there is a need for a harmonised regulatory framework.

Accordingly, the RBI had issued a consultation paper on regulation of microfinance on June 14, 2021 and has now issued
its final regulations called - Master Direction - Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 on March 14, 2022, which would be applicable from April 1, 2022. The said paper makes regulations
lender agnostic and hence is applicable to all the RBI regulated entities (REs) involved in microfinancing activities
including SCBs, SFBs and NBFC-ICCs. It also brings larger not-for-profit companies involved in microfinance activities
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under the ambit of these regulations. The regulations aim to provide a level playing field to all the players involved in
microfinancing activities. The impact of these regulations on some of the issues faced by the industry are as follows:

Over-leveraging and borrowers’ repayment capacity— As per the existing regulatory framework for the NBFC-
MFls, they must adhere to a cap on the lending amount and with respect to the number of lenders who can provide
loans to a microfinance borrower. This is done to avoid over-leveraging at the borrower level. However, since the
said regulation does not apply to other lenders, the borrower may borrow more from a lender other than an NBFC-
MFI, thereby defeating the purpose.

The new rules are applicable to all the REs involved in microfinance activities and coupled with the focus on
borrowers’ repayment obligations in relation to their total household income, are targeted to prevent over-leveraging
at the borrower level. However, the increase in the household income level would result in almost doubling of
maximum permitted indebtedness of the borrowers. Further, divergence in household income assessment by different
lenders (including digital lenders) and the removal on cap of number of lenders could pose the risk of over leveraging.
The role of credit information companies (CIC) will be crucial in managing the flow of information however, it may
take some time for processes to evolve.

The revised household income criteria would lead to increase in maximum indebtedness level of the households
compared to current limits. Assuming a 22% rate of interest and tenure of 24 months, a household with an income
of Rs. 3,00,000 would be eligible for a maximum loan of Rs. 2,40,000 compared to the existing borrowing limit of
Rs. 1,25,000 per microfinance borrower.

Flexibility to NBFC-MFIs — The current regulatory framework, including interest rate cap and other operational
restrictions, was applicable to the NBFC-MFIs, whereas other lenders involved in microfinancing activities were not
required to adhere to the same. With the revised regulatory framework, this issue would get resolved and the NBFC-
MFIs would get a level playing field with other lenders and would also enjoy more flexibility, especially in risk-
based pricing. However, they will have to put in place board-approved policies on household income assessment,
loan pricing regulations and related aspects. In addition, increased data gathering, and enhanced disclosure
requirements may slightly increase the operating expenses.

The removal of the pricing cap is expected to make the players compete on the pricing of loans, thus benefiting the
borrowers in the long term. However, given the low interest rate elasticity in the sector and given the moderation in
the profitability because of the Covid-19 induced stress, the industry is expected to witness some increase in interest
rates in the near term.

On an overall basis, the revised regulations provide flexibility to the NBFC-MFIs, increase the size of the addressable
market for the industry and bring more information/disclosures for the benefit of the entire industry. However, at the
same time, the increased loan limit would pose the risk of overleveraging. Further, it remains to be seen as to how some
of the aspects, as mentioned below, would evolve:

Household income level fluctuations and divergence in assessment criteria by different lenders

Monitoring and reporting of data with CICs by all REs

Impact of the increased competition and changes in underwriting policies of REs as the revised definition may bring
other unsecured loan products under the ambit of microfinance

Meeting enhanced disclosure requirements

Managing differential risk-based pricing given the level of financial awareness of borrowers

(ICRA Report on “Indian Microfinance Industry ” dated March 2022)

EXHIBIT 1: Comparison of Existing Framework for NBFC-MFIs with Proposed Regulations (June 2021), Final
Regulations (March 2022) and its Impact on the Sector

Existing Framework

Proposed Regulations

Final Regulations for all

Impact on the Sector

for NBFC-MFlIs for all REs (June 2021) REs (March 2022)
Qualifying| I The NBFC-MFI is | I No change mentioned | I The minimum | = For the NBFC-MFIs —
Assets required to maintain requirement of | the impact of change in
a minimum 85 per microfinance loans for | limit would vary
cent of its net NBFC-MFIs stands | depending on the
assets (assets other revised to 75 per cent | liquidity being
than cash, bank of the total assets maintained by the entity

balances and money

as the revised limit is to
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Existing Framework
for NBFC-MFlIs

Proposed Regulations
for all REs (June 2021)

Final Regulations for all
REs (March 2022)

Impact on the Sector

market instruments)
as ‘qualifying
assets’ i.e.
microfinance loans

Il An NBFC that does
not qualify as an
NBFC-MFI, cannot
extend
microfinance loans
exceeding 10 per
cent of its total
assets

Il The maximum limit on

microfinance loans for
such  NBFCs (i.e.,
NBFCs other than
NBFC-MFIs) now

stands revised to 25 per
cent of the total assets

be calculated on total

assetsl instead of net
assets
= The NBFC-MFIs

carrying high liquidity
(>~12%) would see lower
limit available for non-
microfinance loans and
vice versa. Thus, the
extent of diversification
would be driven entities
liquidity position

= For the NBFCs
(including digital
lenders)  other  than

NBFC-MFIs —increase in
limit provides option of
adding more
microfinance loans.

= On the other hand,
increased borrowing limit
(as discussed
subsequently) for
microfinance loans may
pose competition to some
of the low-ticket secured
loan products of NBFCs

Definition
of

microfina
nce loans

To be classified as a
‘qualifying asset’
i.e., a microfinance
loan, a loan should
satisfy the following
conditions:

a) Loan to a borrower
with a rural household
annual income not
exceeding Rs. 1,25,000
or urban and semi-
urban household
income not exceeding
Rs. 2,00,000

b) Loan amount does
not exceed Rs. 75,000
in the first cycle and
Rs. 1,25,000 in
subsequent cycles

c) Total indebtedness
of the borrower does
not exceed Rs.
1,25,000  (excluding
loans availed towards
meeting education and
medical expenses)

d) Minimum tenure of
24 months for loan
amount greater than

I Microfinance loans
shall mean collateral-
free loans to
households with
annual household
income of Rs.
1,25,000 and Rs.
2,00,000 for rural and
urban/semi-urban
areas, respectively

‘Household’ means a
group of persons
normally living together
and taking food from a
common Kkitchen. Even
though the determination
of the actual composition
of a household shall be
left to the judgment of the
head of the household,
emphasis  should be
placed on ‘'normally
living together' rather
than on ‘ordinarily taking
food from a common
kitchen'

Other related instructions
a) Each RE shall have a

I Microfinance loans shall
mean collateral-free
loans to households with
annual household
income of Rs. 3,00,000,
irrespective of end use
and mode of application/
processing/  disbursal

(either through physical
or digital channels).
‘Household’ shall
mean an individual
family unit, ie.,
husband, wife and
their unmarried
children

Il Other related

instructions

a) To ensure collateral-free
nature of the microfinance
loan, the loan shall not be
linked with a lien on the
deposit account of the
borrower

b) REs will have a board-
approved policy for -

= household income

assessment

= The definition of
microfinance loans
(qualifying assets) stands
aligned across all REs

= With a cap on the FOIR
at 50% and while meeting
the household income
criteria of Rs. 3,00,000
(rural and urban/semi-
urban areas distinction not
applicable), the maximum
permissible indebtedness
of microfinance
borrowers could increase
(as compared to
possibility of reduction
for rural borrowers as
per proposed changes of
June 2021) than the
current level.

Assuming a tenure of 24
months and interest rate of
~22% p.a., the maximum
permissible  household-
level loan comes to around
Rs. 2,40,000. By
increasing tenure, it can
further be increased.
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Existing Framework
for NBFC-MFlIs

Proposed Regulations
for all REs (June 2021)

Final Regulations for all
REs (March 2022)

Impact on the Sector

Rs. 30,000  with
prepayment  without
penalty

e) Loan to be extended
without collateral

f) Aggregate amount of
loans, given for income
generation, is not less
than 50 per cent of the
total loans given by the
MFls

g) Loan is repayable in
weekly, fortnightly, or
monthly instalments at
the choice of the
borrower

Il Not more than two

NBFC-MFIs can
lend to the same
borrower

board-approved  policy

for

= household income
assessment

= capping the payment

of interest and
repayment of
principal ~ for  all
outstanding loan
obligations of the
household as a
percentage of the
household  income,

subject to a maximum
limit of 50 per cent
i.e., fixed obligations

to income ratio
(FOIR) cannot exceed
50%

= periodicity of
repayments

= all-inclusive interest

rates charged from the
borrowers

b) No

penalty

prepayment

c) Disclosure of pricing-
related information in a
standard simplified fact
sheet

d) Display of minimum,
maximum and average
interest rates charged on
microfinance loans

= Capping the payment of
interest and repayment

of principal for all
outstanding loan
obligations  of  the
household as a
percentage  of  the
household income,

subject to a maximum
limit of 50 per cent i.e.,
fixed obligations to
income ratio (FOIR)
cannot exceed 50%
(existing loans
breaching this limit shall
be allowed to mature)

= flexibility of periodicity
of repayments as per
borrowers’ requirement

¢) No prepayment penalty

d) Disclosure of pricing-

related information in a
standard simplified fact
sheet

e) Display of minimum,
maximum and average
interest rates charged on
microfinance loans

f) Mandatory submission of
information regarding
household income to the
CICs. Reasons for any
divergence between the
already reported household
income and  assessed
household income shall be
specifically ascertained
from the borrower/s before
updating the assessed
household income with
CICs. Each RE shall also
provide timely and accurate
data to the CICs and use the
data available with them to
ensure compliance with the
level of indebtedness.

= The criteria of minimum
50% of loans as income-
generating loans and the
cap on the number of

lenders to the same
borrowers stand
withdrawn. The focus
shifts to  borrowers’
overall repayment

capacity in relation to
their household income.

. It will remain
monitorable, how the
industry manages
divergence of income
assessment and
accordingly managing
overleveraging to
vulnerable borrowers.

Inability to manage the
same may increase the
asset quality risk for the
REs going  forward.
However, increased
information  availability,
cap on FOIR and prudence
by both borrowers and
lenders  should  help
manage the risk

*[INBFC-MFIs will need
to have well-documented
policies for household
income assessment. In
addition, the operating
cost may increase slightly

for gathering and
providing more data and
undertaking more
comprehensive credit

bureau data checks vis-a-
vis the data currently
accessed by the MFIs

(ICRA Report on “Indian Microfinance Industry ” dated March 2022)

EXHIBIT 2: Microfinance Loans Defined
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EXHIBIT 2: Microfinance Loans Defined

= Collateral-free loans to households with annual household income of Rs. 3,00,000
Minimum qualifying asset criteria revised

=  FOIR capped at 50%

' &

= All REs to have board-approved policies for household income assessment, periodicity, and interest rate modelling
No prepayment penalty by any of the REs; delayed payment charges permitted

Enhanced disclosures
Aligned definition of microfinance loans across REs

= Focus on borrowers’ repayment capacity in relation to their household income
Cap of 50% on FOIR to protect borrowers’ interest
Increased borrowing limit and removal of cap on number of lenders pose risk of over-leveraging of borrowers
More data gathering may result in high opex initially

= Growth may get moderated in the near-term

A & o a

Source: RBI's Master Direction - Reserve Bank of India (Regulatory for Microfi

(ICRA Report on “Indian Microfinance Industry ” dated March 2022)

Loans) ions, 2022 dated March 14, 2022; RBI Consultation Paper on Regulation of Microfinance dated June 14, 2021, ICRA research

EXHIBIT 3: Comparison of Existing Framework for NBFC-MFIs with Proposed Regulations (June 2021), Final
Regulations (March 2022) and its Impact on the Sector

Final Regulations for
all REs (March 2022)

Existing Framework for
NBFC-MFls

Proposed Regulations for
all REs (June 2021)

Impact on the Sector

100 crore or above and 12%
for others

IV.The average base rate of the
five largest commercial
banks by assets multiplied by
2.75
The average base rate of the
five largest commercial
banks is announced by the

and risk premium, and
determine the rate of
interest to be charged for
loans and advances. The
rate of interest and the
approach for gradations
of risk and rationale for
charging different rates
of interest from different

such as cost of
funds, margin and
risk premium, and
determine the rate
of interest to be
charged for loans
and advances.
Il.LEach RE
disclose

shall
pricing

Pricing | Il.Maximum interest charged | I.The board of each | 1.The board of each |= The regulations
of micro| by an NBFC-MFI shall be NBFC-MFI shall adopt NBFC-MFI  shall aim to align the
finance the lower of - an interest rate model adopt an interest pricing guidelines
loans II1.The cost of funds plus a taking into account rate model taking for NBFC-MFIs
margin cap of 10% for MFIs relevant factors such as into account with that
with loan portfolio of Rs. cost of funds, margin relevant  factors prescribed for

NBFCs and other
lenders in general.
This is expected
to create a level
playing field for
all the players

= NBFC-MFlIs, like
any other NBFCs,
would get more

RBI at the end of each categories of borrowers related information flexibility in the
quarter, which determines shall be disclosed to the to a prospective pricing of loans;
the interest rate for the borrower or customer in borrower in a however, they
ensuing quarter the application form and standardised would need to
V.The average interest rate on communicated simplified have board-
loans sanctioned during a| explicitly in the sanction factsheet approved policies
quarter does not exceed the letter IIlLAny fees to be and enhanced
average borrowing cost | 11.The rates of interest and charged to the disclosures
during the preceding quarter | the  approach for microfinance = The interest rate
plus the margin gradation of risks shall borrower by the ceiling had been

VI.The maximum variance also be made available RE and/ or its working as a de
permitted for individual on the website of the partner/ agent shall facto interest rate
loans between the minimum companies or published be explicitly in the industry for
and maximum interest rate in relevant newspapers. disclosed in the all the players and
cannot exceed 4 per cent The information factsheet. The the removal of the

V11.The average interest paid on

borrowings and charged by

published on the website
or otherwise published

borrower shall not
be charged any

same is expected
to  make the
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Existing Framework for

Proposed Regulations for

Final Regulations for

Impact on the Sector

NBFC-MFIs all REs (June 2021) all REs (March 2022)
NBFC-MFIs are to be shall be updated amount which is players compete
calculated on the average whenever there is a not explicitly on the pricing of
monthly balances of the change in the rates of mentioned in the loans. ICRA
outstanding borrowings and interest factsheet. expects the market
the loan portfolio, |I11.The rate of interest must [IV.Each RE shall forces to work to
respectively. Figures to be be an annualised rate so prominently benefit the
certified annually by that the borrower is display the borrowers in the
statutory  auditors  and aware of the exact rates minimum, long-term but
disclosed in the balance that would be charged maximum and because of the
sheet on the account average  interest borrowers  being
I11.Processing charges shall not |IVV.Though interest rates are rates charged on less sensitive to
be more than 1 per cent of not regulated by the microfinance loans interest rate and
gross loan amount. RBI, rates of interest in all its offices, in also because of the
Processing charges need not beyond a certain level the literature level of margin
be included in the margin cap may be seen to be (information pressure faced by
or the interest cap excessive and  can booklets/ NBFC-MFIs in the

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 the Insurance Regulatory

and Development
Authority’s (IRDA)
guidelines

X.No penalty shall be charged
on delayed payments

neither be sustainable

nor conforming to
normal financial
practice. Boards of

NBFC-MFIs, therefore,
shall lay out appropriate
internal principles and
procedures for
determining interest
rates and processing and
other charges. In this
regard, the directions in
the fair practices code
about transparency in
respect of terms and
conditions of the loans
are to be kept in view
V.NBFC-MFIs shall give
notice to the borrower in
the vernacular language
or a language
understood by the
borrower of any change
in the terms and
conditions including
disbursement schedule,

interest rates, service
charges, prepayment
charges, etc. NBFC-

MFIs shall also ensure
that changes in interest
rates and charges are
effective only
prospectively. A
suitable condition in this
regard must be
incorporated in the loan
agreement
VI.NBFC-MFIs shall
mention  the  penal
interest charged for late

pamphlets) issued
by it, details on its
website and in
supervisory
returns.

change to be
prospective  only
and to informed
well in advance

V.RBI would also
make available
information
regarding interest
charged by REs on
microfinance
loans.

Vl.Interest rates and
other charges/ fees
on microfinance
loans should not be
usurious. These
shall be subjected
to supervisory
scrutiny by the
Reserve Bank

VI1.There shall be no

pre-payment

penalty

microfinance
loans. Penalty, if
any, for delayed
payment shall be
applied on the
overdue  amount
and not on the
entire loan amount

Any

on

last two years, the

interest rates
charged to
borrowers  may
increase in the
near-term.

= The provision for
the levy of delayed
payment charges
is likely to help
enforce discipline
among borrowers

= Enhanced
disclosures in a
simplified format
are expected to
provide clarity to
borrowers to help
them make
informed
decisions
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Existing Framework for Proposed Regulations for | Final Regulations for | Impact on the Sector

NBFC-MFIs all REs (June 2021) all REs (March 2022)
repayment in bold in the
loan agreement

(ICRA Report on “Indian Microfinance Industry ” dated March 2022)
EXHIBIT 4: Pricing of microfinance Loans

EXHIBIT 4: Pricing of microfinance Loans

* No regulatory interest rate ceiling - board to adopt an interest rate model considering relevant factors such as cost of funds, margin and risk
premium, and determine the lending rate
= REs can charge penal interest in case of delays, but adequate disclosure must in loan agreement/fact sheet

$

= Enhanced disclosures for adopting risk-based differential pricing for different categories of borrowers

¥

=  RBI won't be regulating interest rates but will keep a watch to avoid excessive interest rates

= Expected to create a level playing field for all the players

= NBFC-MFIs, like any other NBFCs/lenders, would get more flexibility in the pricing of loans

= Market forces to benefit the borrowers in the long term, however, rates likely to increase in the near-term
= Provision of delayed payment charges to help enforce discipline among borrowers

= Enhanced disclosures in a simplified format are expected to provide clarity to borrowers

A a a B

Source: RBI's Master Direction - Reserve Bank of India (Regulatory Framewark for Microfinance Loans) Directions, 2022 dated March 14, 2022; RBI Consultation Paper on Regulation of Microfinance dated June 14, 2021, ICRA research

(ICRA Report on “Indian Microfinance Industry ” dated March 2022)

EXHIBIT 5: Comparison of Existing Framework for NBFC-MFIs with Proposed Regulations (June 2021), Final
Regulations (March 2022) and its Impact on the Sector

Existing  Framework  for|Proposed Regulations for|Final Regulations for|lmpact on the Sector
NBFC-MFIs all REs (June 2021) all REs (March 2022)
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Exemptio
n for not-
for-
profit
companie
s engaged
in
microfin
ance
activities

Exemption from Sections 45-
IA, 45-1B and 45-IC of the

RBI Act, 1934 to a
microfinance company
which is-

a)engaged in microfinancing
activities i.e. providing credit
not exceeding Rs. 50,000 for
a business enterprise and Rs.
1,25,000 for meeting the cost
of a dwelling unit to any poor
person for enabling him to
raise his level of income and
standard of living; and

b)registered under Section 8 of]
the Companies Act, 2013;
and

c) not accepting public deposits

a) engaged

Exemption from
Sections 45-1A, 45-1B
and 45-1C of the RBI
Act, 1934 to 4
microfinance company,
which is -
in
microfinancing
activitiesi.e., providing
collateral-free loans to
households with annual
household income of]
Rs. 1,25,000 and Rs.
2,00,000 for rural and
urban/semi-urban
areas,
respectively, provided
the payment of interest

and repayment  of
principal for  all
outstanding loans of

the household at any
point of time does not
exceed 50 per cent of

the household’s

income; and
b)registered under|

Section 8 of the

Companies Act, 2013

c)not accepting public

deposits; and

d)having an asset size of

less than Rs. 100 crore

. Exemptions

. ‘Not

The definition of
microfinance loans
for ‘not for profit’
companies

(registered under
Section 8 of the
Companies Act,
2013) is now aligned
with  the revised
definition of]
microfinance loans

viz., collateral-free
loans to households
with annual
household income up!
to %3,00,000,
provided the
monthly loan
obligations of a

household does not
exceed 50 per cent of
the monthly
household income

from
Sections 45-1A3, 45-
IB4 and 45-IC5 of
the RBI Act, 1934
have been withdrawn

for those ‘not for|
profit”  companies
engaged in

microfinance
activities that have
asset size of X100
crore and above

for  profit’
companies that are
not eligible for the

exemptions

mentioned as
mentioned  above,
are required to

register as NBFC-
MFIs and adhere to
the regulations
applicable to NBFC-

MFIs. Such
companies shall
submit the
application for
registration as an
NBFC-MFI to the
RBI within three
months  of  the
issuance  of  this
circular. Those
companies that
currently do not
comply with the

regulations

The regulations align
the definition of
microfinance for|
Section 8
companies  with
that prescribed for
other lenders

In  addition, the
removal of the
exemption for|
larger Section 8
entities brings
them under
regulatory

supervision. Thus,
it would increase
the compliance
requirements  for
such entities
However, most of the
Section 8 entities
operating in the
microfinancing
space have an asset
size of less than
Rs. 100 crore and
would continue to
enjoy exemptions
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prescribed for
NBFC-MFIs, shall
submit a board-
approved plan, with
a roadmap to meet
the prescribed
regulations,  along
with their application
for registration

Net I Rs. 5 crore (Rs. 2 crore|l. No mention l. Existing Enhanced capital
owned |in North- east region) NBFC-MFIs shallfrequirement to make
Fund adhere to the NOFthem more resilient.
(NOF) glidepath indicated|Marginal entities may
Require under the Circular dated|find it difficult to raise
ment October 22, 2021 onfrequired

‘Scale Based Regulation|capital, however,

(SBR): A Revised|sufficient time to meet
Regulatory Framework|the requirements
for NBFCs’ as given
below:

By March 31, 2025 — Rs.
7 crore

By March 31, 2027 — Rs.
10 crore

(ICRA Report on “Indian Microfinance Industry ” dated March 2022)

Industry Outlook — NBFC-MFIs:

Non-banking financial companies - microfinance institutions (NBFC-MFIs) were recovering from the aftermath of the
first wave of the Covid-19 pandemic when the second wave hit the industry in Q1 FY2022. Disbursements declined
significantly and the growth plunged in Q1 FY2022. Disbursements picked up again in Q2 FY2022, pushing up the
growth in the assets under management (AUM) of NBFC-MFIs to around 5% (annualized) in H1 FY2022. In view of the
muted performance in H1 FY2022, ICRA has revised the FY2022 growth outlook for the AUM of NBFC-MFIs to 12-
14% though the recent rise in Covid-19 infections (third wave) poses further risk to the growth estimates. The growth
rate in the AUM of NBFC-MFIs is estimated to improve to 18-22% in FY2023. Microfinance-focused small finance
banks (SFBs) also faced a similar situation in FY2021 and H1 FY 2022, though the growth rates observed by SFBs in the
on-book portfolio was slightly higher than that observed by NBFC-MFIs. This is expected to keep the combined on-book
portfolio growth of NBFC-MFIs and SFBs marginally better that that of NBFC-MFlIs.

90+ dpd to decline slightly in H2 FY2022: The collection efficiency (CE) dipped by around 20-25% during April-May

2021 vis-a-vis the March 2021 level. However, with the gradual easing of restrictions, it bounced back by September
2021 to the March 2021 level. Notwithstanding the recovery in the CE in Q2 FY2022, the 90+ days past due (dpd) of
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NBFC-MFIs (ICRA samplel) deteriorated to 6.6% as on September 30, 2021 from 5.3% as on March 31, 2021. ICRA
expects the 90+ dpd to decline slightly in H2 FY2022, though it would remain elevated and would also depend on the
impact of the ongoing third wave.

Healthy on-balance sheet liquidity maintained by large MFIs and SFBs: Large NBFC-MFIs (AUM>Rs. 1,500 Cr)
and SFBs have been maintaining healthy on-balance sheet liquidity for the last few quarters and ICRA expects them to
maintain healthy liquidity in the near term, given the challenging operating environment. ICRA estimates the combined
external equity capital requirement for NBFC-MFIs and SFBs at Rs. 5,000-5,500 Cr over FY2022-FY 2024, which would
be primarily driven by SFBs as many large NBFC-MFIs have a comfortable leverage profile.

Negative outlook on NBFC-MFIs: ICRA continues to have a Negative outlook on NBFC-MFIs and remains cautious
regarding the asset quality indicators. ICRA expects credit costs to remain elevated, though slightly better than the level
observed in FY2021, which would keep the profitability subdued in FY2022 as well. The performance in FY2023 is
expected to improve significantly with the expectation of an improvement in the operating profitability and a reduction
in credit costs.

Growth in AUM of NBFC-MFIs in FY2022 to remain moderate compared to the long-term average witnessed during pre-
Covid times, though significant improvement in pace of growth is expected in FY2023; access to adequate funding would

NBFC-MFIs' AUM 12-14%inFY2022 be critical as demand remains buoyant

Growth 18-22%inFY2023 SFBs are expected to witness slightly higher growth rates, which would keep growth rates in on-book portfolios of NBFC-

MFIs and SFBs combined higher than that of NBFC-MFIs

With continued uncertainty on asset quality and the ability of NBFC-MFIs to recover from overdue/restructured accounts,
credit costs expected to remain elevated in FY2022

The standard outstanding restructured portfolio of NBFC-MFIs (ICRA sample) was at 10.7% of the AUM as on September
30, 2021; ICRA expects some decline in the same by March 2022, driven by amortisation and slippages

Credit Costs

Liquidity to remain comfartable for most entities; funding required in FY2022 to support growth, apart from refinancing
Funding and Liquidity Rs. 5,000-5,500 crorein existing/maturing lines, is estimated at Rs. 5,000-5,500 crore for NBFC-MFIs. The requirement of NBFC-MFIs and SFBs
of NBFC-MFls FY2022 combined is expected to be Rs. 17,000-17,500crore

Continuation of Reserve Bank of India (RBI)/Government initiatives would be critical

FY2022= >50% helow pre- Profitability metrics on uptrend, however, pressures to persistin FY2022 due to higher credit costs; with reduction in credit
Covid level (FY2020) costs, profitability expected to improve further in FY2023, though the same would remain below the pre-Covid level
Profitability (RoMA) of
Ry FY2023="~30% lower than (Fv2020)
pre-Covid (FY2020) Profitability of NBFC-MFIs and SFBs combined expected to remain subdued in FY2022; healthy improvement expected in
FY2023

Moderate capital requirement, primarily driven by SFBs, to meet envisaged growth over FY2022-FY2024

Comfortable 5 .
Large MFIs expected to be comfortably placed with respect to leverage profile

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)
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Growth Trends

MUTED GROWTH IN H1 FY2022; EXPECTED TO IMPROVE IN H2 FY2022 BUT WOULD REMAIN
LOWER IN FY2022 COMPARED TO PRE-COVID LEVEL

Exhibit 1: Growth Trend of AUM of NBFC-MFls
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Exhibit 2: ICRA Sample (NBFC-MFIs) On-Book Portfolio Growth Trend
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Source: Data from various MFls, MFIN Micrometer, ICRA Research

In Q1 FY2022, the country witnessed the second wave of the pandemic. Though it remained severe across the nation for
a shorter period, the number of infections was significantly higher compared to the first wave in H1 FY2021. This led to
the imposition of lockdowns/restrictions in states and Union Territories (UTs), which again disrupted economic activity.
Moreover, during the second wave, rural areas witnessed a significant surge in Covid-19 infections compared to the
relatively lower impact during the first wave. Thus, the recovery witnessed by the industry in H2 FY2021 was again
challenged. The disruptions so caused impacted the growth of the microfinance industry in H1 FY2022 as the movement
of people was greatly hindered and the entities focused on collections instead of disbursements. The AUM of NBFC-
MFIs witnessed an annualised growth of 5% in H1 FY2022 to Rs. 82,749 crore as on September 30, 2021 from Rs.
80,549 crore as on March 31, 2021 (Rs. 73,792 crore as on March 31, 2020). The ICRA sample of NBFC-MFIs also saw
a moderation in the growth of the on-book portfolio in H1 FY2022.

Source: Datajfrom various MFIs, MFIN Micrometer, ICRA Research

The decline in disbursements in Q1 FY2022 was followed by a sharp rebound in Q2 FY2022, thereby resulting in overall
growth in the industry AUM in H1 FY2022. However, the sustainability of the pickup in disbursements would be critical
for the industry to achieve pre-Covid level of growth in the AUM going forward.

In view of the muted performance in H1 FY2022, ICRA has revised its FY2022 growth outlook for NBFC-MFI’s AUM
to 12-14% though it would be vulnerable to the disruptions caused by the emergence of the new wave of infections in Q4
FY2022. The growth is expected at a relatively faster pace in FY2023 at 18-22% on the back of the lower base arising
out of the slow growth witnessed in the previous two fiscals.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

OVERALL MICROFINANCE SECTOR (ALL LENDERS) REPORTS DECLINE IN PORTFOLIO IN H1
FY2022

Exhibit 3: Industry (All Lenders) AUM Growth Trend Exhibit 4: Share of Various Lender Categories in Overall Microfinance Portfolio Mix
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Source: MFIN Micrometer, Sa-dhan reports, data from multiple entities, ICRA Research

The microfinance sector had been growing at a healthy pace and the overall market size (including the SHG Bank Linkage

Source: MFIN Micrometer, Sa-dhan reports, data from multiple entities, ICRA Research
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Programme) increased to Rs. 3.4 lakh crore as on March 31, 2020, registering a CAGR of 28% in five years. However,
the sector growth moderated in FY2021 because of the Covid-19-induced disruptions. As on March 31, 2021, the overall
market size reached around Rs. 3.6 lakh crore, registering a growth of 7%. The second wave in Q1 FY2022 impacted the
growth further and the sector market size is estimated to have declined to Rs. 3.5 lakh crore as on September 30, 2021.
Including the SHG Bank Linkage Programme, banks continue to be the most significant providers of microcredit (60%)
as on September 30, 2021, followed by NBFC-MFIs at 23% and SFBs at 11%.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

DISBURSEMENTS DECLINED IN Q1 FY2022 AFTER REVIVAL IN H2 FY2021; REBOUND IN Q2 FY2022

Exhibit 5: Quarterly Disbursement Trend
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Source: Datafrom MFls, MFIN, ICRA Research

Disbursements were muted in Q1 FY2021 as collections were lower and the industry focused on preserving liquidity.
Disbursements picked up pace gradually as funding and collections improved. However, the second wave disrupted the
momentum and the industry witnessed muted disbursements in Q1 FY2022 as the focus shifted to improving collections.
Moreover, infections during the second wave were widespread and impacted several field officers and borrowers at
different locations. This also led to limited business growth in Q1 FY2022.

Nevertheless, there was a sharp rebound in disbursements in Q2 FY2022 with the easing of restrictions. The trend is
likely to have continued in Q3 FY2022 and the momentum is expected to continue going forward though it would be
vulnerable to the disruptions caused by the emergence of the new wave of infections in Q4 FY2022 and any possible
further waves going forward.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

INDUSTRY REPORTED DECLINE IN UNIQUE BORROWERS AND LOAN PER BORROWER

Exhibit 6: Trend in Growth of Industry Wide Unique Borrowers Exhibit 7: Trend in Growth of Portfolio Outstanding per Borrower
7.0 30% 50,000 253%
60 59 59 5.8 57 25% 45,000 43,740 43,139
: 39,354 40,645 20%
49 H 20% 40,000 36,038
5.0 45 !
- 35,000 15%
o . ' 5% 30,177, '
o X
g a0 3s 10% 30,000 28,257 ' 10%
= \ £ 5000 23212
g 30 3% ' -
0% 20,000 #
20
15,000 %
5% 0%
10,000
10 10% 5%

5,000

0.0 0

-15%

-10%

Mar-16 Mar-17 Mar-18 Mar-13 Mar-20 Mar-2l Jun-2l Sep-21 Mar-16 Mar-17 Mar-18 Mar-18 Mar-20 Mar-21 Jun-21 Sep2l

Borrowers (Mo. inCrore) Growth mmmm| oan Qutsanding per Borrower Growth

Source: MFIN Micrometer, So-dhan reports, doto from multiple entities, ICRA Research Source: MFIN Micrometer, Sg-dhan reports, doto from multiple entities, ICRA Research

Amid the pandemic, entities have been focusing on improving their collections while disbursements were lower.
Moreover, entities focussed on servicing existing borrowers rather than chasing new customers. This was on account of
the challenges in sourcing and assessing the credit history of new borrowers. The unique borrowers count almost
stagnated in FY2021 and declined in H1 FY2022 for the industry. However, there has been variation across entities as
large players are expected to have cannibalised some market share of small players. In addition, a few players in the
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industry provided some relaxation in the eligibility criteria for moving on to the next cycle to aid customers’ cash flows
during difficult times. As a result, some borrowers foreclosed their existing loans and moved to the next loan cycle,
thereby increasing the loan outstanding per borrower by around 11% in FY2021. This was followed by a decline in Q1
FY?2022, given the lack of fresh disbursements, though the same increased again in Q2 FY2022 as disbursements picked
up in Q2 FY2022.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

ENTITY-LEVEL CONCENTRATION CONTINUES WITH LARGE PLAYERS GAINING MARKET SHARE

Exhibit 10: Market Share of Top Players (NBFC-MFIS & SFBs) Exhibit 11: Number of Entities (NBFC-MFIS & SFBs) with AUM Withina Particular Range
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Source: Finoncie of vorious MFIs/5FBs/banks, ICRA Research Source: Financi i of varipus MFIs/SFBs/banks, ICRA Research

While the market is fragmented, given the presence of many players and the rising number of new entrants operating in
different forms, the mid-to-large-sized players were able to increase their market share, supported by better access to
funding (both equity and debt). Small MFIs (particularly MFIs with AUM of less than Rs. 1,000 crore) faced challenges
in raising funds (equity capital as well as debt) as they were more dependent on large NBFCs for their funding
requirements. This, coupled with limited disbursements by relatively smaller players in FY2021 and H1 FY2022, led to
a contraction/negligible growth in the portfolio of these players. Following the spread of Covid-19, much of the
incremental funding was raised by large MFIs. ICRA expects that consolidation and increased transformation of the small
MFIs into business correspondents (BCs) could continue, thereby leading to increased entity-specific concentration in
the industry.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)
ASSET QUALITY PRESSURES PERSIST

ASSET QUALITY WEAKENED IN Q1 FY2022, FOLLOWED BY SOME IMPROVEMENT IN Q2 FY2022

Exhibit 12: Trend in Delinguencies of NBFC-MFIs {ICRA Sample®) Exhibit 13: Delinquency Trend of NBFC-MFIs Based on Size (ICRA Sample*)
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*ICRA sample consists of 18-22 MFis ot different months contributing 80-90% to the AUM of NEBFC-MFis

e The asset quality had weakened quite sharply in Q1 FY2022 because of the localised lockdowns imposed by various
states on account of the second wave of the pandemic, which impacted the collection process of the entities. It also
impacted the recovery in the cash flows of borrowers who were affected by the pandemic in the last fiscal. Therefore,
the marginal borrowers slipped into the NPA/overdue category during this period as reflected in the increase in the
90+ dpd in H1 FY?2022. The jump in overdues was the sharpest in the recent past as borrower- level liquidity got
stretched, given the absence of a loan moratorium like the one provided in the last fiscal.
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e Asnormalcy returned in Q2 FY2022 with the fall in infection rates and the improvement in the CE, the softer bucket
delinquencies of the sector improved. Further, entities have restructured the exposures that were affected by the
disruptions caused by the pandemic, which also led to an improvement in the overdues for some players. The
performance of the restructured book is a monitorable in the near term as some entities offered a moratorium of 3-6
months to their borrowers. While regulatory tightening in the form of daily recognition of NPAs and upgradation on
the full recovery of overdues could impact the reported NPA numbers, the bucket-wise delinquencies are expected
to witness some improvement in H2 FY2022, though this would be subject to the impact of the ongoing third wave.

e Asexpected, delinquencies were observed to be higher for small MFIs compared to large MFls, in line with the CE
trends.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

SECOND WAVE IMPACTED COLLECTIONS; SEPTEMBER 2021 CE BOUNCES BACK TO MARCH 2021
LEVEL

Exhibit 16: NBFC-MFIs and ICRA-rated MFI Pools’ CE (indexed to Jan-21)
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Source: Doto from vorious MFIs, SFEs & ICRA-roted pooks, ICRA Research; CF — Collection efficiency - (Current collections + cverdue ies)/{monthly scheduled demand)

e The CE (indexed to January 2021) dipped significantly in Q1 FY2022 as the second wave led to localised lockdowns.
It declined by about 20-25% during April-May 2021 vis-a-vis the March 2021 level.

e However, with the gradual easing of restrictions, the CE bounced back by September 2021 to the March 2021 level.
A steady improvement in the CE is crucial from an asset quality perspective.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

RESTRUCTURING INCREASED SIGNIFICANTLY IN H1 FY2022

Exhibit 17: NBFC-MFIs Restructuring (O/s portfolio as % of AUM as of Mar-21) Exhibit 18: NBFC-MFIs Restructuring (O/s portfolio as % of AUM as of Sep-21)
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e The level of loan restructuring by MFIs in FY2021 was slightly lower than previously anticipated. The average

restructuring as of March 2021 was 3.7%. However, the second wave and the prolonged weakness in the operating
environment challenged the recovery witnessed in H2 FY2021.

e Thesecond restructuring package announced by the RBI to provide relief to Covid-19 impacted borrowers revitalised

the demand for restructuring in FY2022. Unlike the last fiscal, no comprehensive forbearance (loan moratorium) has
been offered to borrowers.
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e Incremental restructuring in H2 FY2022 was 8.4% of the AUM and consequently the outstanding restructured
portfolio (adjusted for run-down and repeat restructuring), as on September 30, 2021, was 10.7%. With run-down
and slippages/write-offs, ICRA expects some reduction in the restructured book by March 2022.

e One large player undertook significant restructuring (~33% of AUM) in FY2021, which pushed up the overall
sectoral restructured number as on March 31, 2021. Adjusting the same, the percentage of AUM restructured for
MFIs was modest at 1.5% as on March 31, 2021. However, in H1 FY2022, several players increased restructuring
and the corresponding adjusted restructured portfolio was 8.3% of the AUM as on September 30, 2021 against the
overall restructured portfolio of 10.7% as on the same date.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

MICROLOAN POOLS RATED BY ICRA WITNESSED PICKUP IN COLLECTIONS POST IMPACT OF
SECOND WAVE IN Q1 FY2022

Exhibit 19: Vintage-wise Average Monthly Collection Efficiency® (MCE) in MFI Pools
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ICRA has rated 501 pass-through certificate (PTC) transactions backed by microloan receivables since 2010. Out of all
ICRA-rated PTC transactions, 31 microloan pools were live as of December 31, 2021. The average CE had dipped in
March 2020 to 89% from 98% in February 2020 for ICRA-rated pools on account of the nationwide lockdown, which
was announced on March 24, 2020. Collections almost came to a standstill in the last week of March 2020 with the CE
dipping below 90% and were negligible in April 2020 due to issues in arranging meetings during the nationwide
lockdown as collections for almost all microfinance entities are predominantly in cash. However, as the unlock process
gradually progressed across the country after the last week of May 2020, microfinance entities were able to restart
collection activities and the collection trend started to improve post May 2020.

It was observed that billing was lower during the moratorium period (April 2020 to August 2020) and a larger part of the
collections were in the form of prepayments as the microfinance entities had provided a moratorium to their customers.
Further, the share of borrowers availing the first moratorium was high as microfinance entities were not able to do field
collections. However, for the second moratorium, field collections had started and microfinance entities were able to
inform borrowers of the additional interest payable during the moratorium period, which acted as a deterrent for some
borrowers to avail the second moratorium. Also, the easing of restrictions and pickup in economic activity post June 2020
led to a lower share of borrowers availing a second moratorium. The pools have also seen a similar rising trend in
collections akin to the portfolio as the CE gradually reached around 73% in September 2020, which was the first month
post end of the moratorium. The CE continued to improve in H2 FY2021 though collections have not yet reached the
pre-moratorium level of around 98%.

Major challenges pertaining to arranging centre meetings amid local restrictions in large parts of the country impacted
the collections of all microfinance entities through Q3 FY2021, though there was a gradual pickup in the CE. It improved
further in Q4 FY2021 on the back of lifted restrictions in large parts of the country and sharp improvement in economic
activity. ICRA notes that entities and pools with a better geographical spread and greater presence in semi-urban and
rural areas had seen better overall collections in H2 FY2021. Additionally, the collections of entities with a rural borrower
base and borrowers involved in agri and allied activities were least impacted till March 2021 and these entities were able
to report collections close to the pre- Covid level, which was largely mirrored in the collections seen in the rated pools.
ICRA-rated microloan pools also continue to have loans extended predominantly to borrowers engaged in agri and allied
activities, which were less impacted during the first wave.
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The second wave, which hit in April 2021, was, however, more severe in rural India compared to the first wave and
resulted in a dip in collections both in the pools as well as the portfolios of microfinance entities. May 2021 collections
were lower than April 2021 collections as the number of Covid cases during the second wave and regional lockdowns
were more severe in May 2021. The second wave did not see the imposition of a nationwide lockdown. Although regional
lockdowns were imposed, this did not completely stop economic activity as well as collection efforts. However, the larger
human loss as well as the high cases of Covid seen in the collections teams of many microfinance entities contributed to
the dip in collections. Also, microfinance entities continued to focus on collections as no moratorium was offered. With
the decline in cases post June 2021 and the easing of restrictions, collection trends in the rated pools showed an
improvement from June 2021. The improvement continued till September 2021 when collections reached the pre-Covid
level of 98%. However, there was a marginal dip in collections in October 2021 and November 2021 due to the weaker
performance of a couple of pools on account of specific geography-related issues.

The ability to sustain the CE for the portfolios of microfinance entities as well as the rated pools would depend on the
number of fresh Covid cases and the impact of macro-economic conditions on the livelihood of the borrowers as
microfinance loans are largely income-generating loans. With the ongoing spurt of infections in the country, there may
be some impact on collections and this will be a key monitorable. One comforting sign is that loans originated post
moratorium have performed better and as the pre-moratorium portfolio keeps running down, the pools rated after
December 2020 consisted predominantly of loans originated post moratorium. Tighter selection parameters also ensured
that the rated pools consisted of loans from geographies that were less impacted by the lockdowns and natural calamities.
Also, investor preference for caps on geographical concentration ensures that the rated pools have moderate geographical
diversification.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

IMPROVEMENT IN ASSET QUALITY OF MICROLOAN POOLS RATED BY ICRA IN Q4 FY2021 HALTED
BY SECOND WAVE IN Q1 FY2022; SOME RECOVERY THEREAFTER

Exhibit 20: Average Loss-cum-Delinguency Levelsin MFI Pools
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Microfinance loan pools originated after demonetisation had broadly shown a robust performance until the beginning of
the pandemic. Some intermittent spike was seen in the 0+ dpd in March 2019 and April 2019 along with some increase
in delinquencies in H2 CY2019 due to natural calamities, though the rated pools broadly performed well with the 0+ dpd
below 1.6% till February 2020. Also, the delinquencies in the harder buckets of 90+ dpd showed a decreasing trend and
were reported below 0.6% for the ICRA-rated pools till February 2020. This reflected the robust asset quality of the
microfinance industry and the resilience demonstrated by the borrowers post the end of demonetisation.

However, there was a stark deterioration from March 2020, mainly in the softer bucket of 0+ dpd. This trend represented
the temporary phase of disturbance across the industry due to the nationwide lockdown imposed in the last week of March
2020 and the availability of a moratorium. The moratorium ensured that delinquencies in the microloan pools remained
low till August 2020. The decline in the 0+ dpd in August 2020 in the above exhibit was due to overdue collections in a
couple of pools. Post moratorium, the collections in September 2020 (the first month after the moratorium) were still low
and this led to a sharp rise in the 0+ dpd in September 2020. While collections were increasing gradually, they remained
below 90% till February 2021 for the ICRA-rated microloan pools. There was a forward flow in delinquencies in Q3
FY2021 as collections remained below the pre-Covid level. Further, delinquent borrowers whose livelihood was impacted
by the pandemic were able to pay only partial amounts and thus the slippage to harder buckets was low. However, they
were not able to pay multiple instalments and hence the rollback of delinquencies was not seen.

The 90+dpd of ICRA-rated securitised transactions also spiked to 3.4% in December 2020 (post moratorium) from 0.6%
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in February 2020 (pre-moratorium period). The improvement in collections in Q4 FY2021 with collections, including
overdues, of 104% in March 2021 reflected in the rollback from delinquent buckets. Also, the performance of the pools
rated after the end of the moratorium was better. However, the decline in collections on account of the second wave
resulted in a spike in the delinquencies in the softer buckets with the 0+dpd, as of June 2021, rising to a peak of 13.6%.
The easing of restrictions and renewed focus on collections ensured that the slippages in the harder buckets were not seen
post the second wave, which is a positive and indicates the ability of the borrower to be able to service at least one
instalment. While the third wave may cause some disruptions, ICRA expects the delinquencies to be closer to the peak
levels at present and to witness some reduction, supported by the revival in the economy, assuming there are no further
lockdowns in the country due to the pandemic. A substantial recovery may not be expected in the microfinance loan
segments as recovery from harder buckets would be difficult, resulting in the losses being higher as seen in the past due
to the absence of a collateral.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

Funding and Liquidity

Debt raised by MFls:

NBFC-MFIS RAISED ~RS. 19,400-CRORE DEBT IN H1 FY2022 WITH BANKS CONTINUING TO
ACCOUNT FOR SIGNIFICANT SHARE

Exhibit 21: Quarterly Trend in Debt Raised by NBFC-MFIs Exhibit 22: NBFC-MFIs’ Borrowing Profile Trend
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NBFC-MFIs raised ~Rs. 19,400 crore of debt in H1 FY2022 compared to ~Rs. 44,600 crore in FY2021. This was largely
supported by financial institutions and funding from banks. Fund flow to the sector was skewed towards large NBFC-
MFIs. Most of the large entities were able to raise a higher proportion of funds in relation to their AUM compared to
small NBFC-MFIs.

Banks have been the key lenders for the sector, largely because of the continuation of priority sector status for MFIs with
mid-to-large-sized MFIs being better placed and continuing to get funding support from banks. Small MFIs, which are
more dependent on NBFCs for meeting their funding requirements, faced some constraints in raising funding from banks
in FY2021 and continued to face challenges in H1 FY2022 as well, though the situation was relatively better. With
various liguidity enhancement measures and targeted schemes by the Government of India (Gol) and the RBI, small
MFIs had better access to funds in H1 FY2022 compared to FY2021.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

OVERALL LIQUIDITY POSITION OF NBFC-MFIS REMAINED HEALTHY IN H1 FY2022

Exhibit 23: Liquidity as % of AUM as on March 31, 2021 (NBFC-MFls) Exhibit 24: Liguidity as % of AUM as on September 30,2021 (NBFC-MFIs)
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Exhibit 25: Trend in Liquidity as % of AUM of NBFC-MFls
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e ICRA has analysed the liquidity profile of 23 NBFC-MFIs with a collective AUM of ~Rs. 70,400 crore as on
September 30, 2021.

e The NBFC-MFIs improved their liquidity profile in FY2021 on the back of funding support and the gradual ramp-
up of collections in H2 FY2021. Given the uncertainties, NBFC-MFIs kept their liquidity buffer healthy in H1
FY2022 as well.

e On-book liquidity, as a percentage of the AUM, improved to around 22% for the ICRA sample as on September 301,
2021 from around 20% as on March 31, 2021 (15% as on March 31, 2020).

e Inaddition, the improvement in liquidity was broad based. The number of entities with liquidity (% of AUM) greater
than 20% as on September 30, 2021 increased considerably from March 31, 2021.

Large MFIs were carrying relatively higher on-book liquidity aided by better availability of funding and relatively higher
CE. As per ICRA’s discussion with various industry players, the industry is likely to maintain similar levels of on-book
liquidity for the next 3-6 months, given the challenging operating environment and the recent surge in Covid-19
infections.

HEALTHY LiquIDITY POSITION OF SEVERAL LENDERS ACROSS SFBS & MFIs

Exhibit 26: Liquidity as % of AUM as on March 31, 2021 (MFls + SFBs) Exhibit 27: Liguidityas % of AUM as on September 30, 2021 (MFIs+ SFBs)
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e In addition to the analysis of the sample of 23 NBFC-MFIs with a collective AUM of ~Rs. 70,400 crore as on
September 30, 2021, ICRA looked at the liquidity profile of microfinance- focused SFBs as well. SFBs had relatively
better access to funding and also maintained a healthy liquidity profile in H1 FY2022.

e On-book liquidity, as a percentage of the AUM of MFIs and SFBs, remained healthy at 19% as on September 30,
2021 (unchanged from March 31, 2021; 15% as on March 31, 2020). The liquidity position, as on September 30,
2021, was marginally lower for MFIs & SFBs combined than for MFIs alone. However, SFBs have strong financial
flexibility compared to MFIs and have the advantage of rollover for a significant share of their deposits.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

SECURITISATION VOLUMES OF NBFC-MFIS CONTINUE TO BE LOWER IN 9M FY2022
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e  Securitisation has proven to be a prominent funding tool for propelling the growth of NBFC-MFIs. As per data
collated by ICRA, NBFC-MFIs tapped the securitisation market to raise around Rs. 29,000-30,000 crore each year
in FY2019 and FY2020 driven by the inadequate funding available to NBFC-MFIs from conventional sources while
the demand for such borrowings remained high. Funds raised through securitisation accounted for about 36% of the
total disbursements made by NBFC-MFIs in FY2020 against 42% in FY2019.

e However, securitisation volumes dropped significantly in FY2021 on account of disruptions caused by the pandemic,
uncertainty on regulatory activity post the announcement of the moratorium and the subsequent weakening in the
asset quality. The funding requirements of MFIs plunged in FY2021 due to lower demand from borrowers as most
entities focused on serving existing borrowers. They also increased their focus on collections rather than
disbursements during the same period, with disbursements remaining low in H1 FY2021 as a large number of
branches were closed due to the lockdown. Further, steps taken by the RBI to make on-balance sheet funding
available through Targeted Long-Term Repo Operations (TLTROs) and liquidity support from National Bank for
Agriculture and Rural Development (NABARD) and Small Industries Development Bank of India (SIDBI) for the
MFI sector reduced the reliance on securitisation for funding to some extent. Better-rated MFIs were also able to tap
market borrowings and avail bank borrowings.

e Additionally, there were less eligible assets for securitisation given the slowdown in disbursements, shrinking of
loan books and weak asset quality (ICRA has seen investors preferring loans which are current as on the pool cut-
off date at the time of securitisation). As a result, securitisation volumes in the microfinance segment remained
muted. Further, while collections continued to improve, they remained below the pre-moratorium level leading to
investor wariness regarding the stability of the cash flows of the susceptible borrowers in this segment. The fragile
financial profile of the borrowers and the possibility of higher default/loss probability, given the unsecured nature of
the asset class as well as the immediate spike in delinquencies and low collections reported by microfinance entities,
also acted as a deterrent for investors.

e Securitisation volumes tend to be higher in Q4 of the financial year though the uncertainties post the lockdown and
the moratorium ensured that almost 70% of the total MFI securitisation in FY2021 was done in Q4 FY2021.
However, despite the jump in Q4 FY2021, volumes were still below the Q4 FY2020 level. The announcement of the
credit guarantee scheme for MFIs along with lower interest rates and available liquidity ensured that the share of
securitisation in disbursements continued to be lower than the pre-Covid level.

Exhibit 28: Trend in Microloan Securitisation Exhibit 29: Trend in Microloan Securitisation (PTC + DA)
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Securitisation market transactions in India can be segregated into two types, viz. rated PTC transactions and unrated
direct assignment (DA) transactions (bilateral assignment of a pool of retail loans from one entity to another). DA
transactions were the preferred mode (~82% in FY2020 and FY2021) of loan sell-downs for the microfinance asset class
pre-Covid. The number of entities tapping the securitisation market had also increased sharply in these two years. The
securitisation volumes in 9M FY 2022 are almost 90% of FY2021 volumes. With Q4 generally being the strongest quarter
for securitisation, ICRA is of the view that securitisation volumes in the MFI sector will be higher in FY2022 compared
to FY2021. This, however, is subject to the absence of a significant spike in Covid cases/hospitalisations leading to major
lockdowns. Securitisation volumes in Q3 FY2022 for this sector were lower at around Rs. 2,000 crore compared to about
Rs. 2,500 crore in Q2 FY2022 due to apprehension on account of the rising Covid cases. Also, the announcement of
revised RBI guidelines on securitisation on September 24, 2021 led to a slowdown as many investors and originators are
evaluating the impact of the guidelines. The added requirement of 33% due diligence as well as greater emphasis on loan-
level accounting for DA transactions could impact volumes in the near term as microloan pools have a large number of
loans. Many investors also preferred purchasing the pool through the PTC route (especially in Q1 FY2022 and Q2
FY2022), instead of DA, where there is the additional comfort of credit enhancement which would absorb even higher-
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than-expected losses on the underlying pool. Disbursements for NBFC-MFIs jumped sharply in Q2 FY2022;
securitisation volumes would be supported by the increase in disbursements in this sector led by the rebound in economic
activity. MFIs have thus far mostly been disbursing to existing borrowers, thereby leading to a muted growth in the loan
book. As they disburse to new clients going forward, leading to loan book growth, they would require funding which is
likely to support microloan securitisation.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)
Growth Projections:

PORTFOLIO GROWTH DIPPED FURTHER IN H1 FY2022; GROWTH TO REMAIN MODERATE IN
FY2022 AND EXPECTED TO PICK UP IN FY2023

Exhibit 30: Projected Trends in On-book Portfolio
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With the onset of the lockdown to control the spread of Covid-19, the operations on the ground came to a halt and
disbursements and hence portfolio growth were impacted in H1 FY2021. Though the industry witnessed a recovery in
H2 FY2021, the same was challenged by the second wave in Q1 FY2022. The portfolio growth rate, which moderated in
FY2021, plunged further in Q1 FY2022. However, the same was supported by a rebound in Q2 FY2022, pushing the
overall growth rate into a positive trajectory in H1 FY2022.

The growth, however, was largely driven by SFBs and larger MFIs. This is reflected in the degrowth in the portfolios of
smaller MFls in H1 FY2022 after nil portfolio growth in FY2021, whereas larger MFls and SFBs reported growth, though
the same was lower. The overall on-book portfolio size (MFI + SFBs) grew by around 4% (annualised) to Rs. 1.38 lakh
crore as on September 30, 2021 from Rs. 1.36 lakh crore as on March 31, 2021.

Continuing the trend observed in H1 FY2022, SFBs and larger MFIs, which have healthy liquidity, are expected to
witness an improvement in the growth in their portfolios in H2 FY2022. Small MFlIs are also likely to witness some
growth in their portfolios in FY2022, though at a relatively lower pace. On an overall basis, ICRA expects the on-book
portfolio size of MFIs and SFBs combined to grow by 14-16% in FY2022. The growth is expected to pick up at a healthy
pace in FY2023.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

FURTHER DECLINE IN PROFITABILITY IN H1 FY2022; SOME IMPROVEMENT EXPECTED IN H2
FY2022, THOUGH IT WOULD REMAIN SUBDUED
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Exhibit 31: Projected Trends in Profitability Metrics
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The industry witnessed pressure on its yields and hence margins in FY2021 and the trend continued to some extent in H1
FY?2022. SFBs witnessed higher pressure on NIMs as the reversal of interest income impacted the yields, though the
larger MFIs reported largely stable NIMs in H1 FY2021 compared to FY2021. The negative carry because of the excess
liquidity maintained by most entities also played a part in lowering the net margins.

On the operating expense front, there was some improvement on a YoY basis in FY2021. This was largely driven by the
lack of field activity during the year. Further, some entities resorted to salary and incentive reduction, which helped
improve the operating efficiency. However, H1 FY2022 witnessed the reversal of the trend as field activity continued to
some extent but collections were not coming through. Moreover, there were no such major lay-offs and salary cuts this
time. In fact, entities focused more on collections, which pushed up the cost relative to the limited growth in the AUM.
This further impacted the operating profits in H1 FY2022 and ICRA expects the operating costs to remain elevated in
FY2022.

With respect to credit costs, the provisions remained high in H1 FY2022 for most of the entities because of the increased
delinquencies in the portfolio. Some entities were, however, carrying healthy provisions from FY2021 and hence lowered
the credit costs in H1 FY2022.

On an overall basis, the industry (MFIs + SFBs) reported negative return on managed assets (RoMA) of -0.3% in H1
FY2022 compared to 0.6% in FY2021. This was primarily driven by SFBs and small MFIs to some extent. Large MFls
and hence overall NBFC-MFIs reported profits in H1 FY2022, though lower than FY2021.

With the performance of the restructured portfolio yet to be fully established and the looming risk of the ongoing third
wave, the pressure on profitability is expected to remain, though ICRA expects some improvement in H2 FY2022, which
will push the overall profitability for FY2022 against H1 FY2022. FY2023 is expected to witness a further improvement
in profitability, though the same would remain below the pre-Covid level.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

INCREASE IN OPERATIONAL COSTS IN H1 FY2022; EXPECTED TO REMAIN ELEVATED IN FY2022
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Exhibit 32: Projected Trends in Opex/AMA
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After witnessing pressure on their profitability post demonetisation, many NBFC-MFIs focused on upgrading their
systems and processes through cashless operations. Loan officers perform operations through tablets/mobile phones,
which are integrated with the information technology (IT) systems. This enhances the operational efficiency compared
to the manual data entry process followed earlier. This, along with an increase in the proportion of cashless disbursements,
weeded out operational inefficiencies and risks. Consequently, the industry witnessed a steady decline in the opex/average
managed assets (AMA) ratio.

In H1 FY2021, the industry witnessed a steeper decline in operating expenses because of the lack of field activities and
the cut in salaries/incentives, etc. However, with increased efforts towards the recovery of dues and the ramp-up in
disbursements in H2 FY2021, the overall expenses increased slightly, though the overall opex ratio declined in FY2021
compared to FY2020.

As anticipated by ICRA (as per ICRA’s research report on the sector of July 2021), the opex ratio increased in H1
FY2022, with entities maintaining consistent efforts to recover from delinquent accounts. The trend is expected to remain
at a similar level in H2 FY2022, though it is expected to decline with increasing economies of scale on a longer-term
basis.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

CREDIT COSTS INCREASED IN H1 FY2022; SOME MODERATION EXPECTED IN H2 FY2022, THOUGH
WOULD REMAIN ELEVATED

Exhibit 33: Projected Trends in Credit Costs
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In addition to the pressure on the operating profitability, the industry witnessed a further increase in the credit costs in
H1 FY2022, given the increase in delinquencies because of the second wave. Though some entities carried high
provisions from FY2021, which helped them keep the credit costs relatively lower than that witnessed in FY2021, the
overall industry witnessed an increase in credit costs in H1 FY2022. ICRA expects the overall credit costs for FY2022
to be lower than the level witnessed in H1 FY2022, though the same would depend on the impact of the ongoing third
wave.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)
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MODERATE ON-BOOK LEVERAGE OF THE INDUSTRY

Exhibit 34: Leverage Trend Across Entities (MFls & SFBs)
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The industry comprises a heterogeneous mix, in terms of the capital structure, with the on-book gearing ranging from 1.8
times to 16.0 times as on September 30, 2021. Even after adjusting for outliers, the range was 1.8 times to 9.8 times as
on September 30, 2021. On a consolidated basis, the on-book leverage of the industry increased marginally to 4.9 times
as on September 30, 2021 from 4.8 times as on March 31, 2021. The median gearing, however, declined to 4.0 times
from 4.6 times during the same period.

Given the industry’s (NBFC-MFIs and SFBs) on-book portfolio growth (CAGR) estimate of 18-22% p.a. over FY2022-
FY2024 and the intention of maintaining the blended gearing below 5.0 times (below 7.0 times for SFBs and below 4
times for NBFC-MFIs), the players would need external capital of ~Rs. 5,000-5,500 crore (15-18% of closing net worth
as on March 31, 2021) during this period, in ICRA’s opinion. The capital requirement is primarily driven by SFBs as
most of the NBFC-MFIs (especially large MFIs) are well placed with respect to leverage. The capital requirement as a
percentage of the net worth as on March 31, 2021, is around 26% for SFBs and would be around 11% for NBFC-MFlIs.
(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

LEVERAGE EXPECTED TO REMAIN COMFORTABLE

Exhibit 35: Projected Trendsin Leverage
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With the projected equity infusion of Rs. 5,000-5,500 crore over FY2022-FY2024, the leverage is expected to remain
comfortable. Large MFIs are expected to be comfortably placed in terms of leverage and the equity requirement is limited
compared to small MFIs and are hence expected to witness a better leverage profile compared to small MFIs.

123



Exhibit 36: Equity Capital Infusion Trends
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With the onset of the pandemic, the equity-raising plans of most entities were put on hold as investors became wary,
given the concerns regarding the asset quality and profitability because of the economic disruption caused by the spread
of Covid-19. Nevertheless, the sentiment improved slightly in H2 FY2021 leading to an increase in equity-raising
activities. The total equity raised in FY2021 was around Rs. 3,200 crore. Similarly, with the onset of the second wave,
equity-raising activity in the industry declined. In 9M FY 2022, the industry raised around Rs. 1,000 crore of equity.
(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

Key Regulatory Changes
RBI’S REVISED NPA RECOGNITION AND UPGRADATION NORMS - NOVEMBER 2021

The RBI, via its notification of November 12, 2021, provided clarification on the IRAC norms for banks, NBFCs and All
India Financial Institutions (AlFIs). Key points include the classification of special mention accounts (SMAs) and NPAs
on a day-end position basis, upgrade from an NPA to standard category only after the clearance of all outstanding
overdues and harmonisation of the ‘out of order’ status of cash credit (CC)/overdraft (OD) accounts, and the treatment
of delays in interest payments on a 90-day overdue basis.

NBFCs are expected to be impacted by the daily SMA/NPA recognition and the stricter NPA upgradation requirement.
This could push up the NBFC NPAs as of March 2022 by about 160-180 bps over the March 2021 levels. Gross stage 3
(GS3) reporting vis-a-vis NPA reporting to the RBI could see increased divergence. Provisions carried by entities by way
of the expected credit loss (ECL) basis and management overlays remain higher than the pre-Covid level; this is expected
to support near-term earnings. However, it would be critical to contain the flow into the NPA category.

Entities would have to tighten their internal controls and augment their management information systems (MIS) for the
timely recognition and updating of cash collection and the time taken for reconciliation. Increased focus on collections
could have a bearing on the near-term NBFC growth, till the entities are able to control forward flows into the NPA
category. As borrowers who slip into NPAs are likely remain in the category for a longer period vis-a-vis the past, their
credit profile and ability to secure incremental credit could also be affected

Heading Details Impact
Upgradation of | NPA accounts to be upgraded to the | ¢ Banks have largely been following this norm for
NPAs standard category only after the entire upgrading their NPAs. NBFCs, however, have been
arrears are cleared upgrading an NPA account to the standard category,
even with partial payments of the outstanding
To be complied with immediately overdues, as long as the total overdues on the reporting

date were for less than 90 days.

e Going forward, movement to the standard category for
NBFC NPAs would be impacted as their target
borrowers generally have limited ability to clear all

dues.
Classification SMA/NPA  classification of an|e Limitationsin upgrading and a tighter NPA recognition
of SMA/NPA account, on any specific date, is to be norm would result in a spike in the NPAs in the near
done on a day-end position basis term and higher stickiness of the NPAs going forward

SMA classification to be made for NBFCs.
applicable for all loans, including | e GS3 reporting vis-a-vis NPA reporting to the RBI
retail loans could see increased divergence. Provisions under
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Heading Details

To be complied with immediately

Impact

which could impact their ability to secure incremental

IndAS are generally higher than the IRAC norms;
provisions were further augmented because of the
pandemic. Thus, no significant incremental impact is
envisaged on the near-term profitability. However,
pressure would be felt over the medium term if the
forward flow from the stage 2/SMA category is not
contained.

Entities would have to tighten their internal processes
to capture their collections in a timely manner,
especially cash collections by branches, agents, etc. We
estimate that NBFCs and housing finance companies
(HFCs) have cash collections close to 40-45% and
about 5-10%, respectively.

Tight NPA recognition and upgradation criteria could
also affect the borrowers’ credit profile,

credit.

Increased focus on collections could have a bearing on
the near-term growth till the entities are able to control
forward flows into the NPA category.

Specification of
due/repayment
dates in loan
document

Exact dates of repayment along with a
break-up between principal and
interest to be provided for all fresh
loans and loan renewals

To be complied with before December
31, 2021

Most entities provide a detailed repayment schedule to
their borrowers at present; so, no significant impact is
envisaged

Clarification of

CC/QOD is to be treated as out of order

More a clarificatory guideline; no significant impact

classification in
case of interest

would be classified as NPA if the
interest applied remains overdue for

out of order | if the account remains overdrawn for envisaged
CC/OD more than 90 days, or
accounts If the CC/OD account is not fully
utilised and the credits are less than the
interest debited during the previous 90
days
To be complied with immediately
NPA In case of term loans, an account | e This is to largely streamline the NPA recognition of

such loans with the more than 90 days overdue norm

payments more than 90 days

To be effective from March 31, 2022
Customer Improve awareness about SMA/NPA
education classification and upgradation process

among the branch staff and borrowers
To be complied with before March 31,
2022

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)

SCALE-BASED REGULATIONS POSITIVE FROM LONG-TERM PERSPECTIVE;

COMPLIANCE TO INCREASE — OCTOBER 2021

COST OF

The RBI, via its circular of October 22, 2021, issued an integrated regulatory framework for NBFCs under SBR,
providing a holistic view of the SBR structure and introducing a fresh set of regulations and respective timelines. These
guidelines shall be effective from October 1, 2022 (except those pertaining to initial public offering (IPO) financing,
which shall come into effect from April 1, 2022).
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Designed to be empty — Reserved for NBFCs to be
specifically designated so by RBI

Category to be populated by large entities, which

would be assessed on parameters, including their

importance to the financial system and complexity
NBEC-UL of their operations

Category to be populated by mid-sized NBFCs
{including deposit-taking entities)

NBFC-ML

Category to be populated by non-deposit taking
and small-sized NBFCs and NBFCs which do not
have focus on lending or do not avail public funds
or have customer interface

The key highlights of the circular are as follows:

NBFCs are to be classified into four layers — Base Layer (NBFC-BL), Middle Layer (NBFC-ML), Upper Layer
(NBFC-UL) and Top Layer (NBFC-TL). The RBI has classified the entities based on their size, the nature of
activities they are involved in and the degree of business risk. The applicable regulations for one category of NBFCs
will also be applicable for the categories above that segment

The RBI has removed the ‘Systemically Important’ classification for NBFCs and has classified all non-deposit taking
NBFCs (excluding few specific categories designated to be part of the higher layers) with an asset size of less than
Rs. 10.0 billion as NBFC-BL. Further, entities which are not directly into the lending business or do not have access
to public funds or do not have customer interface are also proposed to be kept in this category. This category would
have relatively relaxed regulatory and governance requirements compared to the other higher category of NBFCs.
Irrespective of the size, all deposit-taking entities are to be classified as NBFC-ML or above, depending on their size
and the other parameters applicable for NBFC-UL

Higher net owned fund (NOF) requirements are stipulated for NBFC-investment and credit companies (NBFC-ICC),
microfinance institutions (NBFC-MFI) and NBFC-Factors

All NBFCs, which do not follow 90+ dpd for NPA recognition, are required to make the transition by March 2026
Tighter exposure limits for NBFC-ML and NBFC-UL; large exposure framework to be made applicable for NBFC-
UL. A ceiling of X 1 crore per borrower for financing subscription to IPO

Increased corporate governance and disclosure requirements for entities across the layers

NBFC-ML and NBFC-UL are required to make an internal capital assessment and maintain capital commensurate
to their overall risk. Expect some increase in the capital maintained by the NBFCs in these categories. While the
CET-1 of 9% indicated for NBFCs is likely to be met without much hassle, the detailed guidelines around leverage
and differential standard asset provisioning for NBFC-UL remain to be seen

NBFC-UL is expected to include the top 10 NBFCs and the entities will be assessed on the basis of scoring across
various parameters and as per the RBI’s supervisory judgment. Also, NBFCs classified in the upper layer would
generally be eligible to move out of the enhanced regulatory framework only if they do not meet the criteria for
classification for five consecutive years. The broadening of the UL vis-a-vis the draft circular and the stickiness of
the entities in this segment indicate the RBI’s views on the NBFC segment from a systemic risk perspective
Government-owned NBFCs are not to be included in the upper layer at this juncture. Regulations for NBFCs not
availing public funds and not having customer interface will not be affected by these guidelines; separate guidelines
for these entities are expected in future

To sum up, ICRA expects that entities comprising a sizeable share of the total NBFC assets may fall in the NBFC-UL
category due to the concentrated nature of the sector and larger entities would be subjected to tighter norms/regulations.
Growth for these NBFCs would depend on them meeting capital {under Internal Capital Adequacy Assessment Process
(ICAAP)} and leverage requirements as and when stipulated. NBFC-UL entities would have to comply with listing
requirements, which are expected to be like private sector banks. ICRA expects consolidation in the sector, especially in
cases where these entities are a part of a larger group or are subsidiaries of banks. While governance, disclosures, capital
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and credit-related tightening are expected for NBFCs, especially NBFC-UL, they would still have arbitrage over banks
as the proposal does not indicate the requirement of regulatory investment [cash reserve ratio (CRR)/statutory liquidity
ratio (SLR)] requirements, targeted lending (priority sector), etc, which are applicable for banks. Thus, the NBFC model
would be preferable over converting into a bank. Further, liability management would be more onerous post conversion
to a bank, especially for larger entities. Overall, higher regulatory oversight and disclosures would be a credit positive as
this would boost investor/lender confidence.

(ICRA Report on “Indian Microfinance Sector ” dated January 2022)
Growth recovers in Q3 FY2022; expect further improvement in Q4 FY2022

= NBFC-MFIs saw a significant moderation in the growth rate of their AUM in FY2021 and H1 FY2022 owing to
disruptions caused by the pandemic.

=  However, Q3 FY2022 witnessed some improvement in the growth rates and the momentum is expected to continue
in Q4 FY2022 and FY2023.

Exhibit 1: MFIs AUM & Growth Trend (ICRA Sample*)
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(ICRA Report on “Indian Microfinance Sector ” dated March 2022)
Collections bounced back after second wave and stayed buoyant

= The CE* (indexed to January 2021) dipped in Q1 FY2022 as the second wave of infections led to localised
lockdowns. It declined by about 20-25% during April- May 2021 vis-a-vis the March 2021 level.

= However, with the gradual easing of restrictions, the CE bounced back by September 2021 to the March 2021 level.
Thereafter, it stayed buoyant in Q3 FY2022, except for a minor dip in November 2021 due to the festive season.

= The CE is expected to have been impacted in January 2022 because of rise in Covid-19 infections, though it is
expected to have bounced back in February 2022.

Exhibit 2: Trend in CE* of MFIs (ICRA Sample)
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(ICRA Report on “Indian Microfinance Sector” dated March 2022)

Some improvement in delinquencies in Q3 FY2022; trend expected to continue
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The asset quality weakened sharply in H1 FY2022 because of the localised lockdowns imposed by various states on
account of the second wave of the pandemic.

With some write-offs and recoveries in Q3 FY2022 along with the growth in the AUM, the 90+ dpd% improved in
Q3 FY2022 and the trend is expected to continue in Q4 FY2022.

The 90+ dpd is expected to decline substantially in FY2023, driven by some recoveries, growth in the AUM and
write-offs by NBFC-MFIs.

Exhibit 3: Trend in 90+ dpd% of MFIs (ICRA Sample*)
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(ICRA Report on “Indian Microfinance Sector” dated March 2022)

Improvement in delinquencies across entities

With the gradual opening of the economy, microfinance activities resumed in Q2 FY2022. Nevertheless, overdues
increased significantly in Q2 FY2022.

MFIs witnessed an improvement in the 90+ dpd% in Q3 FY2022, driven by some recoveries and increase in AUM.

Larger MFIs (AUM > Rs. 1,500 crore) fared relatively better with lower delinquencies compared to smaller MFlIs.

Exhibit 4: Trend in Delinquencies of MFIs Based on Size (ICRA Sample)
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=  The 90+dpd of the ICRA Sample varied from 2.4% to 17.1%. The range had increased significantly as on
September 30, 2021 and has come down since then, though it remains high.
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=  Given the gradually improving CE and the expected rise in the AUM, the improvement in the 90+ dpd % is
expected to continue.

Exhibit 5: Distribution of 90+dpd % across MFls (ICRA Sample) as of Dec-21
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(ICRA Report on “Indian Microfinance Sector ” dated March 2022)
Projected trends in credit cost

= Though some entities carried high provisions from FY2021, which helped them keep the credit costs relatively lower
than that witnessed in FY2021, the overall industry reported elevated credit costs (annualised) in H1 FY2022.

= ICRA expects the overall credit costs for FY2022 to be lower than the level witnessed in H1 FY2022, though the
same would remain elevated. Further improvement is expected in FY2023.
Exhibit 6: Projected Trends in Credit Costs

4.5% -
4.0% -

3.5% Txzao
3.0% =
-
2.5% L.
2.0% / : ~e
1.5%
1.0%
0.5%
0.0%
FY2017 FY2018 FY2019 FY2020 FY2021 H1FY2022 FY2022P FY2023pP
Larg MFls Small MFIs MFls

(ICRA Report on “Indian Microfinance Sector ” dated March 2022)

Profitability outlook

»  The industry witnessed pressure on its yields in FY2021 and H1 FY2022. This, along with negative carry because
of excess liquidity, impacted the margins. Increased collection efforts pushed up the operating cost in H1 FY2022

and ICRA expects the same to remain elevated in FY2022.

= Provisions remained high in H1 FY2022, though some entities lowered the credit costs in H1 FY2022 as they were
carrying healthy provisions from FY2021.

= With the performance of the restructured portfolio yet to be fully established, the pressure on profitability is expected

to remain, though ICRA expects some improvement in H2 FY2022. ICRA expects a significant improvement in
profitability in FY2023 with the expected increase in yields and reduction in credit costs.
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= The RBI’s revised regulatory framework provides upside potential for the profitability of NBFC-MFIs, going
forward, through pricing flexibility.

Exhibit 7: Trend in Profitability Metrics of MFIs (ICRA Sample*)
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(ICRA Report on “Indian Microfinance Sector ” dated March 2022)
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OUR BUSINESS

Some of the information in the following section, especially information with respect to our plans and strategies, contains
forward-looking statements that involve risks, assumptions, estimates and uncertainties. This section should be read in
conjunction with the sections “Forward Looking Statements”, “Risk Factors”, and “Financial Statements” on pages
16, 17, and 198, respectively.

Unless otherwise indicated or unless the context otherwise requires, the financial information included herein is derived
from our Reformatted Consolidated Financial Information and the Unaudited Interim Consolidated Financial Results,
as included in this Draft Shelf Prospectus. Our fiscal year ends on March 31 of each year and references to a particular
fiscal year are to the twelve months ended March 31 of that year. You should read the following discussion in conjunction
with our Reformatted Financial Information and the Unaudited Interim Financial Results. We publish our financial
statements in Indian Rupees.

In this section any reference to “we”, “us” or “our” refers to CA Grameen and its subsidiaries on a consolidated basis.
“MMFL ” refers to Madura Micro Finance Limited, together with its subsidiary.

This discussion contains forward-looking statements that involve risks and uncertainties and reflects our current view
with respect to future events and financial performance. Actual results may differ from those anticipated in these forward-
looking statements as a result of factors such as those set forth under “Forward-looking Statements ” and “Risk Factors ”
on pages 16 and 17, respectively.

Overview

We are a leading Indian micro-finance institution headquartered in Bengaluru, focused on providing joint liability group
loans and micro-loans primarily to women customers predominantly in rural areas in India. According to MFIN India, we
were the largest NBFC- MFI in India in terms of gross loan portfolio as of March 2022. We offer a diverse suite of lending
products that cater to critical needs of our customers throughout their life cycle and includes income generation, health
care, education, festival celebration, home improvement, water, and sanitation. We believe that our customer-centric
business model, wide range of product offerings, as well as our well-designed product delivery and collection systems,
have enabled us to achieve high customer retention rates and low credit costs.

We focus predominantly on customers in Rural areas in India, who largely lack access to the formal banking sector and
present a latent opportunity for offering micro-loans. Our products are built on a deep understanding of the requirements
of our customers (especially customers from rural areas) developed over years and the flexibility of our products (in terms
of ticket sizes, end-uses and repayment options) and the manner of their delivery, which we believe are key factors that
differentiates us from our competitors and generates customer loyalty.

Our focus customer segment are women having an annual household income of up to 300,000 as per the new
microfinance regulations announced by RBI in March 2022. We provide loans primarily under the joint liability group
(“JLG”) model. Our primary focus is to provide income generation loans to our customers. We also provide other
categories of loans such as family welfare loans, home improvement loans and emergency loans to our existing customers.
Further, we also provide individual retail finance loans “Unnati Loans” to our existing customers who had been our
customers for at least two years and fulfil certain other eligibility criteria linked primarily to their credit history with us,
income, and business position. We offer these loans to customers to meet the customer’s business funding requirements
such as capital investment for purchase of inventory, machinery, or working capital for business expansion.

We also provide retail finance products to existing individual customers who have demonstrated high entrepreneurial
capacity, have graduated from JLG model and are capable of borrowing larger loans in their individual capacity, against
collateral. These loans are mainly offered to customers to establish a new enterprise or expand their existing business,
meet their working capital requirements, purchase of inventories, machinery, two wheelers, etc. We also provide
supplementary loans as additional short term credit facility to customers who require working capital for business,
livestock maintenance, home improvement needs, or for any other consumption purposes. We have also started providing
mortgage loans to non-customers in the geographies we operate through our Retail Finance branches.

We have followed a strategy of contiguous district-based expansion across regions. We believe that the acquisition of
MMFL in Fiscal 2020 also helped us with geographical diversification, and deeper rural penetration. As of June 30, 2022,
we have presence in 332 districts in the 14 states (Karnataka, Maharashtra, Madhya Pradesh, Tamil Nadu, Kerala, Odisha,
Chhattisgarh, Goa, Bihar, Jharkhand, Gujarat, Rajasthan, Uttar Pradesh and West Bengal) and one union territory
(Puducherry) in India through 1,681 branches and 15,642 employees, serving active consolidated customer base of 36.9
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lakh, as of June 30, 2022.

Our consolidated operations are well-diversified at the district level, with no single district contributing more than 4% to
our consolidated Gross AUM as of June 30, 2022. Further, out of a total of 332 districts where we had branches as of June
30, 2022, around 92% of these districts individually represent less than 1% of our consolidated Gross AUM.

Our Promoter is CreditAccess India N.V., a multinational company specializing in MSE financing (micro and small
enterprise financing) backed by institutional investors. Our Promoter has provided capital funding to us from time to time
and provides us with access to potential fundraising opportunities in the debt capital markets including subscribing to
compulsory convertible debentures in the Fiscal 2021.

Corporate Structure

CreditAccess India N.V.
(Promoter)

73.82%

CreditAccess Grameen Limited
(Publicly listed)

76.31% 100.00%
\ 4
Madura Micro Finance Limited CreditAccess India Foundation
100.00%
\

Madura Micro Education Private Limited

*based on equity shareholding as on June 30, 2022.
Competitive Strengths
Customer-centric business model resulting in high customer retention

We consider our customers to be the most significant stakeholders at the core of our operations. As of June 30, 2022, we
had served 36.9 lakh active customers on a consolidated basis. We believe that our customer-centric business model
allows us to retain a high proportion of our existing customers and to attract new customers. CA Grameen had a high Active
Customer Retention Rate of 84% as of March 31, 2022, on a standalone basis. During the past three financial years, our focus
has been on retaining our existing borrowers, whilst consciously adding new borrowers with deep rural focus. We follow a
multi-pronged approach to customer engagement, which comprises the following key elements:

e Product offerings across the entire customer life-cycle - We offer a diverse product suite that caters to the entire
customer life cycle of our customers. We provide loans that are relevant for critical needs of our customers throughout
their lifespan, which we believe helps in generating loyalty amongst our existing customers and in attracting new
customers.

e Tailor-made product offerings providing flexibility to customers - Our products are built on a robust understanding
of the requirements of our customers and the flexibility of our products, and the manner of their delivery differentiates
us from our competitors. We set borrowing limits for each of our customers based on their loan cycles and the number
of years for which they have been our customers and provide them the flexibility to borrow within the limit for
several specified purposes, depending on their individual needs. All the members of a JLG are not required to take
on the same type of loan or avail loans on the same disbursement day but may take different loans which are relevant
to their respective needs with different borrowing limits, ticket size and flexible disbursement days. Further, we
provide flexibility in repayment schedules and do not levy penalties for prepayment or late payment of loan
instalments. Moreover, as the credit history of our customers improves with the passage of time by moving to
subsequent loan cycles, we gradually increase their borrowing limits. This benefits us not only by increasing our
revenue base, but also by optimizing our operating expenses, as we do not have to correspondingly incur costs
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associated with the acquisition of new customers. Our endeavour has been to reduce the dependence of our customers
on traditional forms of unorganized lending for their requirements throughout the year. We believe that the flexibility
of our products, in terms of ticket sizes, access to different disbursement and repayment options, closely resembles the
nature of lending provided by the unorganized sector in Rural areas such as moneylenders, but typically at a much
lower interest rate, with clearly specified terms and conditions and organized collection practices. Accordingly, our
products present a more viable and safer borrowing option for our customers, as compared to lending sources from
the unorganized sector. Our products are tailored to the needs of our customers, and we believe that the structure of
our product offerings enables our customers to borrow less than the standard amounts, at multiple points of time
during a year, thereby enabling our customers to tide over temporary cash flow mismatches at their end, on account
of reasons such as seasonality and cyclicality. We believe this keeps our customers optimally leveraged.

e Focus on customer engagement — we follow a predominantly weekly collection model, which enables a high degree
of customer engagement. Whilst majority of our customers are on a weekly collection model, we also offer a
fortnightly and four-weekly collection models based on their needs. We believe that the high customer engagement
achieved via the frequency of our collections and weekly or fortnightly meetings, and interactions with our customers
is an important factor in ensuring customer repayment and keeping our credit costs at optimal levels.

e Regular feedback and timely grievance resolution — as part of a continuous development process, we have
implemented several methods to obtain feedback from our customers and further promote customer awareness. For
example, a number of our customers are regularly contacted by our grievance department’s tele-calling team to
understand their awareness level and to obtain feedback on our processes and services. Our area managers also obtain
feedback from our customers on a periodic basis on satisfaction levels relating to our products and services, Kendra
meetings, loan disbursement and recovery process and staff engagement. We aim to provide timely resolution to the
grievances that we receive through our grievance redressal cell.

As a further testament to the success of our customer-centric model, we were one of the first six institutions globally to be
certified by Smart Campaign on Client Protection Principles in 2013. The Company has recently been certified with
“Gold Level” under the new client protection certification methodology developed by Cerise and SPTF (Social
Performance Task Force) in June 2022.

Deep penetration in Rural areas built through calibrated, contiguous district based expansion

We believe that our deep penetration in rural areas, built through a contiguous district-based expansion strategy by us
provides us with significant scale and diversification advantages. We carry out our contiguous expansion strategy
methodically whereby we aim to expand to the next (typically adjoining) district and ensure deep penetration in a
particular district within three years of commencement of operations in the district. We believe contiguous expansion
provides significant scale and diversification advantages including familiarity of the loan officers with demographics of
nearby districts enables effective customer evaluation and better servicing. As of June 30, 2022, we have presence across
332 districts in the 14 states (Karnataka, Maharashtra, Madhya Pradesh, Tamil Nadu, Kerala, Odisha, Chhattisgarh, Goa,
Bihar, Jharkhand, Gujarat, Rajasthan, Uttar Pradesh, West Bengal) and one union territory (Puducherry) in India through
1,681 branches and 10,566 loan officers. Our operations are well-diversified at the district level, with no single district
contributing more than 4% to our consolidated Gross AUM as of June 30, 2022. Further, out of a total of 332 districts
where we had branches as of June 30, 2022, around 92% of these districts individually represent less than 1% of our
consolidated Gross AUM.

A large segment of India’s rural and semi-urban population is currently unserved and underserved by formal financial
institutions. Taking into account the opportunity and lower competitive intensity in rural segments, we have increased
our footprint in India’s rural areas unlike other industry players over the years. Our presence compared to the MFI industry
is listed out below:

Fiscal 2022 Fiscal 2021 Fiscal 2020
Industry* Rural (Portfolio) 59% 58% 56%
Urban (Portfolio) 41% 42% 44%
Our Company (standalone) | Rural (customers) 84% 85% 86%
Urban (customers) 16% 15% 14%

* Source: CRIF- Highmark

We believe this has placed us in a strategic position to tap into the significant growth opportunities that exist in this
financially underserved customer segment in Rural areas that are characterized by lower competition.
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Robust customer selection and risk management policies resulting in healthy asset quality

We follow robust customer selection and risk management policies, which have resulted in healthy asset quality and lower
credit costs. We follow a systematic methodology in the selection of new geographies where we open branches, which
takes into account factors such as the historic PAR% of the proposed district, competition in the new geographies,
potential for micro-lending and socio-economic risk evaluation (for e.g., the risk of communal riots or natural disasters).
Further, once we open a branch in a new area and JLGs are formed, our customer due diligence procedures encompass
three layers of checks: firstly, our loan officer performs the initial due diligence procedures, collects the KYC documents,
and conducts group training typically for five days (three days in case the JLG cluster is more than six months old, already
has two groups and new members are being inducted in to existing groups) which might be extended if loan officers deem
it necessary (30 minutes each day) on topics such as our Company, products, processes, JLG, group discipline and group
responsibilities; on the last day of the group training or at a later date, re-interview is done by the branch manager to
determine the customers’ level of understanding of the topics covered during the training; the branch manager then visits
the homes of the new customers to verify the potential customers and obtain the consent of their family members for the
customers becoming borrowers; lastly, the area manager revalidates the earlier two steps and performs the group
recognition tests, which is designed to assess the quality of the proposed group and to confirm that they meet all our
specified criteria. For further details, see “Joint Liability Group Lending Business Processes — Customer Due Diligence
Processes” on page 149. Further, we do not provide incentives to our employees linked to disbursements or collections,
which functions as a risk management tool. In addition, we follow a rotation policy whereby the loan officers are rotated
every year and the branch managers are rotated bi-annually. We believe that our systematic geography and customer
selection methodologies have resulted in healthy asset quality.

Our internal audit department is responsible for monitoring and evaluating internal controls and ensuring statutory and
regulatory compliance. Internal audits are carried out at branches on a bi-monthly basis (depending on the prior grading of
the respective branches), at processing centres on a monthly basis, at the head office and regional and divisional offices
on a quarterly basis and our information systems on an annual basis. Based on extent of compliance and adherence to
systems, policies and procedures, the audited branches are assigned compliance scores. While internal audit teams are
responsible for branch and field audits, the back-end process audit at the head office is conducted through independent
audit firms. The Audit Committee of our Board is also updated every quarter on significant internal audit observations,
compliance with statutes, progress of risk management practices and the effectiveness of our control systems.

Our effective credit risk management is reflected in our portfolio quality indicators such as robust repayment rates, stable
PAR and low rates of GNPA backed by adequate provisioning cover. We actively manage our portfolio over prior periods,
which has ensured that no single district contributes more than 4% to our Gross AUM (on consolidated basis), as of June
30, 2022. The following table reflects our key portfolio quality indicators for quarter ended June 30, 2022 on a standalone
basis and for the last three Fiscals:

For Quarter ended Year ended March 31,
June 30, 2022 2022 2021 2020
Gross Stage 3 (%)* 2.57% 3.16% 4.39% 1.51%
PAR 0+ (% in crore) 644.58 808.78 906.41 367.08
PAR 30+ (% in crore) 500.05 620.91 684.17 241.29
PAR 90+ (Z in crore) 363.36 449.54 435.54 156.00

* Stage 3 gross carrying value/ total gross carrying value, excluding loans given to subsidiary
Note: Figures disclosed in the above table are not measures of financial position, operating performance or liquidity defined by
generally accepted accounting principles and may not be comparable to similarly titled measures presented by other companies.

For Quarter ended Year ended March 31,
June 30, 2022 2022 2021 2020
Repayment Rate (On Standalone basis) 97.11% 95.01% 93.44% 98.61%
Repayment Rate (On Consolidated basis) 96.37% 93.19% 92.21% N.A*

*Since the acquisition of MMFL was completed on March 18, 2020, the consolidated repayment rate for Fiscal 2020 is not comparable.
Strong track record of financial performance and operating efficiency

We have maintained a strong track record of financial performance and operating efficiency over the years through high
rates of customer retention, geographical expansion, prudent risk management, improved staff productivity, enhancement
of individual loan portfolio, lower credit cost and growth in customer base led by branch expansion. Further, we believe
that our deep penetration in India’s rural markets through our contiguous district-based expansion strategy has helped us
achieve low operating expense ratios, contributing to economies of scale. Our consolidated operating expense to quarterly
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average gross AUM ratio was 4.86% for the year ended March 31, 2022 and 4.74% for the quarter ended June 30, 2022.

Our consolidated Gross AUM was 316,599.35 crore as of March 31, 2022 and Gross AUM grew at a CAGR of 18% from
%11,996.09 crore as of March 31, 2020. Disbursements across our financing products for the financial years ended March
31, 2021 (consolidated) and 2022 (consolidated) were ¥11,011.21 crore and ¥15,446.33 crore, respectively. Net interest
income (representing interest income plus income from direct assignment of outstanding loans reduced by finance costs)
for the financial years ended March 31, 2021 (consolidated) and 2022 (consolidated) was %1,483.89 crore and %1,653.18
crore, respectively. Net interest margin (which is different from the net interest margin prescribed by the RBI for NBFC
— MFIs in the Master Directions), which is our net interest income reduced by (loan processing fees, interest on deposits,
income from direct assignment) and plus finance lease charges) divided by quarterly average AUM (excluding sold
portion of direct assignment), for the financial years ended March 31 2021 (consolidated) and 2022 (consolidated) was
10.73% and 10.89%, respectively.

Particulars June 30, 2022 | March 31,2022 | March 31, 2021 | March 31, 2020
Net Interest Margin (Standalone) 11.17% 11.12% 10.83% 12.21%
Net Interest Margin (Consolidated) 11.18% 10.89% 10.73% N.A*
Disbursement (Standalone) (% in crore) 1,861.12 12,833.21 9,641.36 10,389.22
Disbursement (Consolidated) (% in crore) 2,145.66 15,466.33 11,011.21 N.A.*

*Since the acquisition of MMFL was completed on March 18, 2020, the consolidated disbursement for Fiscal 2020 is not comparable.

Our Gross AUM (consolidated) was X15,615.46 crore as of June 30, 2022. Dishursements across our financing products
for the three months period ended June 30, 2022 (consolidated) was % 2,145.66 crore and our net interest income
(representing interest income plus income from direct assignment of outstanding loans reduced by finance costs) for three
months period ended June 30, 2022 (consolidated) was ¥461.53 crore. Our net interest margin (which is different from
the net interest margin prescribed by the RBI for NBFC — MFIs in the Master Directions), which is our net interest income
reduced by (loan processing fees, interest on deposits, income from direct assignment) and plus finance lease charges)
divided by quarterly average AUM (excluding sold portion of direct assignment), three months period ended June 30,
2022 (consolidated) was 11.18%

Our Profit after tax for the three month period ended June 30, 2022 (consolidated) and the financial years ended March 31,
2022 (consolidated), 2021 (consolidated) and 2020 (consolidated) was 3139.56 crore, ¥357.10 crore, 131.40 crore and
%335.49 crore, respectively.

Professional management team with extensive domain experience

We are a professionally managed company, and our senior management team has an established track record in the
financial services industry. We have strengthened our top management team by creating positions of Deputy CEO &
Chief Business Officer, Chief Risk Officer, Chief Technology Officer, Chief Audit Officer and Chief Information
Security Officer in addition to our MD & CEO and CFO. Our MD & CEO, Udaya Kumar Hebbar, has over 31 years of
experience in the banking industry.

He has served as head Commercial and Banking Operations at Barclays Bank PLC, Mumbai, and has also been associated
with Corporation Bank and ICICI Bank for over 20 years. Our Chief Financial Officer, Balkrishna Kamath, has over 30
years of experience in finance. He has held various leadership positions throughout his career from 1993 to 2020 across
various industries including in one of the largest multinational conglomerate of India, Tata Group covering Indian and
Global markets. He was associated with Tata Capital Housing Finance Limited prior to joining our Company. For further
details in relation to our senior management, see “Our Management” on page 166.

Diversified sources of borrowings and effective asset-liability management

Our funding sources are varied, as we believe that a diversified debt profile ensures that we are not overly dependent on
any one type or source for funding. As an NBFC-MFI, we have access to diverse sources of liquidity, such as term loans
from banks, financial institutions and non-banking financial companies, proceeds from loan assets assigned and
securitized, cash credit, subordinated debt and proceeds from the issuance of NCDs to meet our funding requirements. This
enables us to optimize our cost of borrowings, funding and liquidity requirements, capital management and asset liability
management. On a consolidated basis, as of March 31, 2022, we had total borrowings aggregating to %12,920.69
crore, comprising debt securities of ¥1,418.10 crore, borrowings (other than debt securities) of ¥11,424.85 crore, and
subordinated liabilities of X77.74 crore.

Further on a consolidated basis as of June 30, 2022, we had total borrowings aggregating to ¥11,880.06 crore, comprising
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debt securities of ¥1,176.21 crore, borrowings (other than debt securities) of ¥10,624.31 crore, and subordinated liabilities
0f %¥79.54 crore.

The table below sets forth CA Grameen’s credit ratings and CRISIL’s M1C1 grading (an organization rating for a
company) for CA Grameen for the past three years.

CA Grameen June 30, 2022 Fiscal 2022 Fiscal 2021 Fiscal 2020
Credit Rating — CRISIL A+ (Stable) A+ (Stable) A+ (Stable) A+ (Stable)
Credit Rating — ICRA A+ (Positive) A+ (Stable) A+ (Stable) A+ (Stable)
Credit Rating — Ind-Ra AA- (Stable) A+ (Stable) A+ (Stable) A+ (RWN)
Comprehensive Microfinance Grading M1C1 M1C1 M1C1 M1C1
(Institutional Grading/ Code of Conduct
Assessment (COCA)) — CRISIL / SMERA

In addition, we also have in place effective asset liability management strategies. We primarily borrow on a relatively
long-term basis while lending on a short term basis. This allows us to better meet the growing loan demands of our rapidly
increasing customer base, even if external borrowings and funding sources face temporary realignment. Further, our
Promaoter has periodically funded our capital and provides us with access to potential fundraising opportunities in the debt
capital markets.

The following table shows the asset-liability maturities (on consolidated basis) for the periods indicated:

As of June 30, As of March 31,
2022 2022 2021 2020
Average Maturity of assets (in months) 16.90 15.72 15.61 18.09
Average Maturity of Liabilities (in months) 22.19 22.48 22.55 26.49

We believe that our diversified sources of borrowing, stable credit history, improved credit ratings and effective asset-
liability management have allowed us to gain better access to cost-effective debt financing. As of March 31, 2022, our
consolidated cash and cash equivalents and other bank balance amounted to % 1,761.40 crore, which we believe reflects
our strong liquidity position.

Our Strategy
Continued focus on customers from Rural areas

According to rural and urban portfolio chart in CRIF-Highmark, 41% of microfinance industry portfolio is urban focused.
However, we have maintained our focus on growing our rural customer base and intend to continue to do so going
forward. Currently, a large segment of India's rural and semi-urban population is unserved and underserved by formal
financial institutions, which provides us with the scope to expand in rural markets characterized by low competition. As
of March 31, 2022, the percentage of CA Grameen’s consolidated active customers located in rural areas was 84%. We
believe that we will be able to strengthen our position by tapping into this underserved market and are well placed to
capitalize on our strategy of having a deep penetration in the Indian rural markets. Further, our products are built on a
deep understanding of the life cycle requirements of our Customers from Rural Areas, which we believe will help in the
expansion of our rural customer base.

We intend to continue penetrating deeper in the states and districts where we currently have operations and also expand
our footprint into other areas that have limited or no access to formal banking and finance channels. We will continue to
evaluate the offerings at our branches and customize our products to the needs and demands of our customers in the
region in which our branches are located and correspondingly update existing operations and resources in different
territories.

Expansion of branch network

We have presence across 332 districts in the 14 states (Karnataka, Maharashtra, Madhya Pradesh, Tamil Nadu, Kerala,
Odisha, Chhattisgarh, Goa, Bihar, Jharkhand, Gujarat, Rajasthan, Uttar Pradesh and West Bengal) and one union territory
(Puducherry) in India through 1,681 branches and 10,566 loan officers as of June 30, 2022. We intend to continue our
strategy of contiguous expansion which will expand our district coverage in these states and also potentially into
neighbouring states. We assess the below systematic criteria for the opening of branches in new districts/ regions:
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e we endeavour to service a maximum of 400 Kendras, 12,000 households within a 35 km radius of the proposed
branch location;

availability of infrastructure for the day-to-day operations of the branch;

historic PAR% of the proposed district;

growth potential based on current penetrations;

socio-economic risk evaluation in the proposed district;

competition from other MFIs in the area; and

product offerings of other MFIs operating in the area.

Our contiguous expansion strategy is premised on expanding to the next (typically adjacent) district and achieving a deep
penetration in a district within three years of operations. We believe that our expansion strategy has resulted in mitigation
of concentration risk and will continue to lead to mitigation of this risk going forward. Out of a total of 332 districts
where we had branches as of June 30, 2022, approximately 92% of each of these districts individually represent less than
1% of our Gross AUM.

Leverage existing capabilities and strengths to diversify product and service offerings

We are an NBFC-MFI and intend to continue focusing on our operations in this space with our current business model
which comprises extending loans to customers primarily in rural areas. To this end, we intend to capitalize on our current
strengths including our geographical reach, customer base, robust risk management policies, strong financial track record
and extensive domain expertise to diversify our product and service offerings.

Our diversification strategy is driven by the evolving needs of our customers, and we believe this is in line with the
strength of our customer-centric business model and our expansion strategy, as it allows us to ensure that our customers
have access to various differentiated products and services which they need quickly and efficiently.

For example, in 2016, we introduced individual retail finance loans on a pilot basis for customers who had been our
customers for at least two years and fulfil certain other eligibility criteria linked primarily to their credit history with us,
income, and business position. This loan category targets customers who are more entrepreneurial and have graduated
from the JLG model and are capable of taking larger loans in their individual capacities. We offer these loans to customers
to establish a new enterprise or expand an existing business in their individual capacity. The loans are offered to our
customers for business expansion, or for purchase of inventories, machinery, two-wheelers or small commercial vehicles.
Typically, these customers may be capable of obtaining such loans from other financial institutions or banks on the
condition that they provide collateral, and with a higher turnaround time, than what we offer and at interest rates which
are similar to or higher than our loans, which we believe makes our product offerings more attractive.

Focus on optimizing operating costs and improving operational efficiencies

Controlling our operating expenses is critical in determining our ability to offer loan products at reasonable rates to our
customers and our profitability. Our deep penetration in India's rural markets through contiguous district-based expansion
strategy has helped to achieve low operating expense ratios, contributing to economies of scale. Further, given our high
customer retention rates, we expect to derive scale and cost benefits as there is no incremental sourcing cost for existing
customers, and they are eligible to borrow higher loan amounts from us since they have progressed to higher loan cycles
and they have been our customers for a number of years.

We continue to invest in our technology platform and technology-enabled operating procedures to increase operational
and management efficiencies and ensure customer credit quality. We have implemented tablet based applications to make
the loan application process convenient to our customers and streamline credit approval, administration and monitoring
processes. For example, tablet based applications allow us to complete our Know Your Client procedures, perform instant
credit bureau check, accept new loan applications, loan sanctions and manage collections process with improved
efficiency while helping us to reduce overall paperwork. Our robust Core Banking System facilitates smooth and swift
flow of information and data enabling us to control our cost of operations and provide improved services to our
Customers. Additionally, we have centralized certain in-house back office processes through our Regional Processing
Centres where customer data entry is carried out centrally. As of June 30, 2022, we have 19 Regional Processing Centres
located in Raipur, Ranchi, Belgaum, Davanagere, Bengaluru, Indore, Kolhapur, Aurangabad, Nagpur, Bhubaneshwar,
Erode, Thiruvannamalai, Madurai, Jabalpur, Patna, Cochin, Chennai and Vadodara. Our Regional Processing Centres
have improved our operational efficiencies allowing our field staff to focus more on actual business workstreams and
have significantly improved the data quality of our Customers' information. We believe that robust technology
infrastructure will enable us to respond swiftly to market opportunities and challenges, improve the quality of services,
scale-up our risk management capabilities, optimize our operating costs and improve our operational efficiency.
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Foray into secured products complementary to our target customers

The new microfinance guidelines announced by the Reserve Bank of India in March 2022 allows upward revision of
household income, risk-based pricing, and an increase in the limit of non-microfinance loans up to 25% of total assets.
We have nurtured our vision of becoming the preferred financial partner of Indian low-income households lacking access
to formal credit, enriching their lives by providing convenient and reliable solutions, matching their evolving needs. The
new guidelines are complementary to gain pace towards achieving our vision and allows us with a lot of flexibility to
design products based on customer suitability.

Our business strategy will be to acquire new-to-credit and early-stage customers through microfinance products,
handhold graduated customers through individual unsecured business loans, followed by offering secured products
complementary to the target segment to support their growing business needs and asset ownership aspirations. We shall
leverage our deep rural presence and strong understanding of the customer’s mindset and financing requirements to devise
new products. We have already identified specific products complementary to our target customer segment which include
small ticket business loans, affordable housing loans, gold loans, and 2-wheeler loans. The launch of new products shall
be based on extensive pilots over the coming quarters. We have already made necessary technology investments to
support these new products. We shall leverage our existing retail finance branch network and employee base to offer
these products to our existing as well as new customers. As we grow our balance sheet over coming years, asset
diversification strategy will make us more resilient to macroeconomic cycles, improve our credit ratings and provide
stable returns to our stakeholders.

Our Business Operations

Our operations are focused on low income households engaged in economic activity with limited access to formal
financial institutions and our goal is to provide customers with financial support for all their financial needs throughout
their life cycle. Our focus customer segment is women with an annual household income of ¥300,000. We offer collateral
free loans to women, who are willing to borrow in a group and are agreeable to accept joint liability for the loans, and this
forms the premise of our JLG model.

Accordingly, we provide loans to groups of women, with each group consisting of five to ten women. Two to six of such
groups together form a “Kendra” (or centre). Under the JLG model, loans are provided to individual customers, but the
group guarantees the repayment of loans given to individual members of the group.

We believe that the JLG model is advantageous to both us and our customers. Through this model, our customers, who
typically do not have collateral to take up loans, are able to gain access to credit. The JLG model also provides built-in
support for our customers, in both good and bad financial circumstances. Delivering financial services through groups
also benefits us, as it allows us to have better operational control and efficiency, lower transaction costs and increase the
number of customers. For our income generation loans, we presently focus on areas such as agriculture, allied agriculture
activities, retail trade, services, manufacturing under small sectors, water and sanitation, other activities under priority
sector and emergent needs. We review and revise these lending areas in relation to our income generation loans and revise
them from time to time.

While we have traditionally provided loans under the JLG model, in 2016, we introduced individual retail finance loans
for customers who have been our customers for at least two years and fulfil certain other eligibility criteria linked
primarily to their credit history with us, income, and business position, are more entrepreneurial, and have graduated from
the JLG model.

Our Branch Network

As on June 30, 2022, we had presence in 14 states (Karnataka, Maharashtra, Madhya Pradesh, Tamil Nadu, Kerala,
Odisha, Chhattisgarh, Goa, Bihar, Jharkhand, Gujarat, Rajasthan, Uttar Pradesh, and West Bengal) and one union territory
(Puducherry) in India through 1,681 branches.

The following table sets forth the number of our branches (on consolidated basis) in each state/ union territory as of the
dates indicated:

State/ Union Territory As of
June 30, 2022 | March 31, 2022 | March 31,2021 | March 31, 2020
Karnataka 308 308 298 298
Maharashtra 294 285 279 284
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State/ Union Territory

As of

June 30, 2022

March 31, 2022

March 31, 2021

March 31, 2020

Madhya Pradesh 141 140 120 115
Tamil Nadu 378 382 381 381
Chhattisgarh 48 46 41 41
Odisha 80 80 71 71
Kerala 56 56 50 50
Goa 2 2 2 2
Bihar 106 96 61 56
Jharkhand 45 40 30 25
Gujarat 56 51 23 18
Rajasthan 71 65 30 20
Uttar Pradesh 60 55 20 15
West Bengal 30 23 12 11
Puducherry 6 6 6 6
Total 1,681 1,635 1,424 1,393

The following table sets forth our Active customers in each state/ union territory (on consolidated basis) as of the dates

indicated:
State/ Union Territory As of
June 30, 2022 | March 31, 2022 | March 31, 2021 | March 31, 2020
Karnataka 10,25,690 10,77,250 11,65,415 12,61,247
Maharashtra 7,57,535 7,91,644 8,41,370 9,03,757
Madhya Pradesh 3,01,324 3,12,474 3,25,060 3,23,098
Tamil Nadu 8,62,208 9,11,489 9,96,722 11,13,385
Chhattisgarh 81,272 83,297 89,670 1,00,228
Odisha 1,47,885 1,49,699 1,39,619 1,21,438
Kerala 96,260 99,769 98,408 85,987
Goa 1,712 1,684 832 810
Bihar 1,61,274 1,58,135 1,30,165 93,610
Jharkhand 72,791 70,224 37,559 14,329
Gujarat 39,748 37,448 19,673 6,164
Rajasthan 55,507 51,256 21,286 6,182
Uttar Pradesh 51,834 45,376 14,803 2,762
West Bengal 20,556 18,936 11,857 1,366
Puducherry 13,698 15,043 19,180 21,123
Total 36,89,294 38,23,724 39,11,619 40,55,486

The following table sets forth our state/ union territory -wise portfolio distribution (i.e., the ratio of our AUM from the

respective state to our consolidated Gross AUM, expressed as a percentage) as of the dates indicated:

(% in crores)

State/Union Territory

As of

June 30, 2022

March 31, 2022

March 31, 2021

March 31, 2020

Karnataka 5,589.14 5,963.89 5,194.23 4,802.02
Maharashtra 3,308.90 3,568.39 3,186.31 2,896.94
Madhya Pradesh 1,115.38 1,223.78 1,113.25 914.13
Tamil Nadu 3,259.52 3,458.06 2,561.57 2,389.39
Chhattisgarh 277.54 296.20 268.29 242.82
Odisha 469.19 502.59 338.04 240.84
Kerala 301.64 319.96 243.97 178.95
Goa 6.33 6.68 2.19 1.85
Bihar 514.85 513.77 315.64 202.80
Jharkhand 224.42 226.74 120.66 39.42
Gujarat 113.58 107.11 60.06 16.71
Rajasthan 170.28 160.52 66.01 17.56
Uttar Pradesh 178.20 157.93 44.14 7.17
West Bengal 49.12 51.87 36.31 4.18
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(% in crores)

State/Union Territory

As of

June 30, 2022

March 31, 2022

March 31, 2021

March 31, 2020

Puducherry 37.38

41.86

36.21

4131

Total 15,615.46

16,599.35

13,586.87

11,996.09

STATEMENT OF KEY OPERATIONAL AND FINANCIAL PARAMETERS BASED ON REFORMATTED

STANDALONE FINANCIAL INFORMATION

(% in crores)

Particulars Fiscal 2022 | Fiscal 2021 | Fiscal 2020
Balance Sheet
Net Fixed assets * (Note 1) 26.15 18.37 24.19
Current assets 2 8,793.97 8,106.64 5,958.36
Non-current assets 5,974.98 4,571.78 4,679.11
Total assets 14,795.10 12,696.79 10,661.66
Non-Current Liabilities ° (including maturities of long term
borrowings and short term borrowings)
Financial Liabilities (borrowings, trade payables, and other 4,901.59 4,137.49 3,407.42
financial liabilities) (Note 2)
Provisions 13.70 11.16 8.49
Current Liabilities  (including maturities of long-term borrowings)
Financial Liabilities (borrowings, trade payables, and other 5,915.90 4,895.12 4,560.05
financial liabilities) (Note 2)
Other non-financial liabilities 11.14 9.69 9.09
Provisions 1141 8.52 7.53
Current tax liabilities (net) 1.56 - -
Equity (including other equity) 3,939.8 3,634.81 2,669.08
Total equity and liabilities 14,795.10 12,696.79 10,661.66
Profit and Loss
Total revenue ° 2,291.20 2,031.14 1,684.36
From operations 2,289.39 2,027.79 1,683.49
Other income 1.81 3.35 0.87
Total Expenses 1,778.56 1,836.85 1,233.47
Exceptional Items 0 0 0
Profit / (Loss) before tax 512.64 194.29 450.89
Profit / (Loss) after tax *° 382.14 142.39 327.5
Other comprehensive income (85.64) 32.3 (27.33)
Total comprehensive income 296.50 174.69 300.17
EPS
(a) Basic 24.54 9.52 22.78
(b) Diluted 24.44 9.46 22.59
Cash Flow
Net cash used in/generated from operating activities (1,968.56) (364.32) (2,301.95)
Net cash used in / generated from investing activities (189.25) (31.67) (635.82)
Net cash used in financing activities 1,684.38 1,705.96 2,928.66
Add : Opening cash and cash equivalents as at the beginning of the year 1,874.59 564.62 573.73
Cash and cash equivalents 1,401.16 1,874.59 564.62
Additional information
Net worth ® (Note 3) 3,979.68 3,588.80 2,655.20
Cash and Cash Equivalents 1,401.16 1,874.59 564.62
Assets under Management ’ 13,731.72 11,341.11 9,896.49
Off Balance Sheets Assets 8 1,162.25 1,101.40 413.15
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Particulars Fiscal 2022 | Fiscal 2021 | Fiscal 2020
Total Debts to Total assets 17 (Note 4 for Total Debts) 70.87% 69.16% 73.37%
Debt Service Coverage Ratios N/A N/A N/A
Interest Income 2,124.79 1,877.13 1,617.19
Interest Expense 8 788.13 740.07 571.03
Interest service coverage ratio N/A N/A N/A
Provisioning & Write-Offs 1° 449.44 646.9 238.98
Gross Stage 3 (%) 1* 3.16% 4.39% 1.51%
Net Stage 3 (%) 2 0.95% 1.40% 0.37%
Tier | Capital Adequacy Ratio (%) (note 5) 25.87% 30.50% 22.30%
Tier Il Capital Adequacy Ratio (%) (note 5) 0.67% 1.25% 1.30%

1.

2.

10.
11.
12.
13.
14.
15.

16.
17.
18.

“Net fixed assets” refers the net value of “property, plant and equipment (PPE)” as per Ind AS 16. Net value is computed as
gross value less accumulated depreciation of PPE.

“Current assets” includes all financial assets and non-financial assets which are expected to be realised within twelve months
after the reporting date.

“Non-current assets” includes all assets other than “Net fixed assets” and “Current assets” defined above.

“Current liabilities (including maturities of long-term borrowings)” includes all financial and non-financial liabilities which are
due to be settled within twelve months after reporting date.

“Non-current liabilities (including maturities of long-term borrowings and short-term borrowings)” includes all financial and
non-financial liabilities other than current liabilities.

“Net worth” refers to the aggregate value of the paid-up share capital and all reserves created out of the profits and securities
premium account, after deducting the aggregate value of the accumulated losses, deferred expenditure and miscellaneous
expenditure not written off, as per the audited balance sheet, but does not include reserves created out of revaluation of assets,
write-back of depreciation and amalgamation as per Section 2(57) of Companies Act, 2013

Assets under Management refers to total principal outstanding other then written off loan.

Off Balance Sheets Assets refers to Non-Fund Based Exposures (Principal outstanding excluding retained principal).

Total revenue refers to the total income.

Profit/(Loss) after tax refers to profit for the year.

Gross Stage 3 (%) refers Gross stage 3 to Loan book %

Net Stage 3 (%) refers Net stage 3 to Net Loan Book %

From operations refer to revenue from operations

EPS refer to Earnings Per Equity Share

Provisioning & write off refers to addition of Net loss on fair value changes, Net loss on derecognition of financial instruments
under amortised cost category and Impairment on financial instruments

Debt-equity ratio = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / Net worth.

Total debts to total assets = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / total assets.

Only Finance costs

Note 1:
(% in crores)
Particulars March 31, 2022 March 31, 2021 March 31, 2020
Gross Block of Property Plant and equipments 64.13 48.24 47.57
Accumulated Depreciation (37.98) (29.87) (23.38)
Net Fixed Assets 26.15 18.37 24.19

Note 2:

(% in crores)

Particulars As at March 31, 2022 | As at March 31, 2021 | As at March 31, 2020
Within 12 | After 12 | Within 12 | After 12 | Within 12 | After 12
months months months months months months
Derivative financial instrument 1.66
Trade payables
(i) Total outstanding dues of micro
enterprises and small enterprises
(ii) Total outstanding dues of creditors 32.77 - 18.32 - 12.95 -
other than micro enterprises and small
enterprises
Other payables
(i) Total outstanding dues of micro
enterprises and small enterprises
(ii) Total outstanding dues of creditors 210.95 0.13 151.94 - 66.89 -
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Particulars As at March 31, 2022 | As at March 31, 2021 | As at March 31, 2020
Within 12 | After 12 | Within 12 | After 12 | Within 12 | After 12
months months months months months months
other than micro enterprises and small
enterprises
Debt securities 533.73 839.08 400.45 | 1,105.59 298.26 356.90
Borrowings (other than debt 5,123.05 | 3,989.20 4,284.26 | 2,965.42 4,167.74 | 2,974.66
securities)
Subordinated liabilities - - 25.00 - 25.00
Other financial liabilities 13.74 73.18 15.15 66.48 14.21 50.86
Total 5,915.90 | 4,901.59 4,895.12 | 4,137.49 4,560.05 | 3,407.42
(< in crores,
Particulars March 31, 2022 | March 31, 2021 | March 31, 2020
Loans (Gross)* 12,455.86 10,233.61 9,438.39
Impairment loss allowance 403.84 515.79 265.75
Loan (Loan (gross) less impairment loss allowance) 12,052.02 9,717.82 9,172.64
Stage 3 Loans* 393.22 449.57 142.1
Gross Stage 3 % (Stage 3 Loans/Loans (Gross)) 3.16% 4.39% 1.51%
Gross Stage 3 Provision/ Impairment loss allowance 278.36 313.59 107.75
Net stage 3 (Stage 3 Loans less Gross Stage 3 Provision) 114.86 135.98 34.35
Net Stage 3 % (Net Stage 3 Loans/Loans) 0.95% 1.40% 0.37%
Provision Coverage Ratio % - (Stage 3 Provision/Stage 3 Loans) 70.79% 69.75% 75.83%
*Loans at Gross carrying value
Note 3:
(< in crores,
Particulars March 31, 2022 | March 31, 2021 | March 31, 2020
Equity share capital 155.87 155.58 143.99
Statutory reserve 308.32 231.89 203.42
Securities premium 2,268.13 2,263.13 1,483.59
Share options outstanding account 11.72 8.52 8.61
Retained earnings 1,235.64 929.68 815.59
Net Worth 3,979.68 3,588.80 2,655.20
Note 4
(R in crores)
Particulars March 31, 2022 | March 31, 2021 | March 31, 2020
Debt securities 1,372.81 1,506.04 655.16
Borrowings (other than debt securities) 9,112.25 7,249.68 7,142.40
Subordinated liabilities - 25.00 25.00
Total (A) 10,485.06 8,780.72 7,822.56
Total assets (B) 14,795.10 12,696.79 10,661.66
Total Debts/ Total assets (A/B) 70.87% 69.16% 73.37%
Note 5
Particulars March 31, 2022 | March 31, 2021 | March 31, 2020
CRAR — Tier | capital 25.87% 30.50% 22.30%
CRAR —Tier Il capital 0.67% 1.25% 1.30%
CRAR (%) 26.54% 31.75% 23.60%

STATEMENT OF KEY OPERATIONAL AND FINANCIAL PARAMETERS BASED ON REFORMATTED

CONSOLIDATED FINANCIAL INFORMATION

(< in crores,
Particulars Fiscal 2022 Fiscal 2021 Fiscal 2020
Balance Sheet
Net Fixed assets * (Note 1) 318 24.15 31.69
Current assets 2 10,687.52 9,991.89 7,338.13
Non-current assets 2 6,675.43 5,044.19 5,220.39
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Particulars Fiscal 2022 Fiscal 2021 Fiscal 2020
Total assets 17,394.75 15,060.23 12,590.21
Non-Current Liabilities ° (including maturities of long term
borrowings and short term borrowings)
Financial (borrowings, trade payables, and other financial 5,875.99 4,794.06 4,035.26
liabilities) (Note 2)
Current tax liabilities (net) 3.56 0.99 -
Other non-financial liabilities 0.07 0.06 -
Provisions 18.2 15.49 7.69
Current Liabilities* (including maturities of long-term
borrowings)
Financial (borrowings, trade payables, and other financial 7,392.82 6,431.90 5,680.26
liabilities) (Note 2)
Other non-financial liabilities 13.45 11.31 11.21
Provisions 13.05 10.04 12.62
Current tax liabilities (net) 1.56 - -
Equity (including other equity) 3977.65 3691.55 2734.22
Non-controlling interest 98.4 104.83 108.95
Total equity and liabilities 17,394.75 15,060.23 12,590.21
Profit and Loss
Total revenue ° 2,750.13 2,466.07 1,705.48
From operations 3 2,7142.82 2,461.00 1,704.31
Other income 7.31 5.07 1.17
Total Expenses 2,269.34 2,285.67 1,243.88
Exceptional Item - - -
Profit / (Loss) before tax 480.79 180.40 461.60
Profit / (Loss) after tax 357.1 131.4 335.49
Other comprehensive income (85.36) 32.26 (27.36)
Total comprehensive income 271.74 163.66 308.13
EPS
(a) Basic 23.31 8.96 23.20
(b) Diluted 23.22 8.90 23.00
Cash Flow
Net cash used in operating activities (2,714.34) (454.67) (2,252.64)
Net cash used in / generated from investing activities (32.96) 23.53 (607.64)
Net cash used in financing activities 1,967.76 2,146.36 2,914.71
Add : Opening cash and cash equivalents as at the beginning of 2,360.09 644.87 590.44
the year
Cash and cash equivalents 1,580.55 2,360.09 644.87
Additional information
Net worth ® (Refer Note 3) 4,017.53 3,645.54 2,720.34
Cash and Cash Equivalents 1,580.55 2,360.09 644.87
Assets under Management ’ 16,599.00 13,586.87 11,996.10
Off Balance Sheets Assets ® 1,190.44 1,257.44 537.88
Total Debts to Total assets *’ (Refer Note 4 for Total Debts) 74.28% 72.65% 75.77%
Debt Service Coverage Ratios N/A N/A N/A
Interest Income 2,567.33 2,290.03 1,633.39
Interest Expense 8 984.14 928.72 578.34
Interest service coverage ratio N/A N/A N/A
Provisioning & Write-Offs 1 596.74 771.36 237.27
Gross Stage 3 (%) 1! 3.65% 4.45% 1.52%
Net Stage 3 (%) *2 1.34% 1.44% 0.41%
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Particulars Fiscal 2022 Fiscal 2021 Fiscal 2020
Tier | Capital Adequacy Ratio (%) — CreditAccess Grameen 25.87% 30.50% 22.30%
(Note 5)

Tier 1l Capital Adequacy Ratio (%)— CreditAccess Grameen 0.67% 1.25% 1.30%
(Note 5)

Tier | Capital Adequacy Ratio (%) — MMFL (Note 5) 12.54% 17.74% 19.53%
Tier Il Capital Adequacy Ratio (%)— MMFL (Note 5) 7.45% 3.15% 3.48%

L “Net fixed assets” refers the net value of “property, plant and equipment (PPE)” as per Ind AS 16. Net value is computed as gross

value less accumulated depreciation of PPE.

2 “Current assets” includes all financial assets and non-financial assets which are expected to be realised within twelve months

after the reporting date.

3 “Non-current assets” includes all assets other than “Net fixed assets” and “Current assets” defined aboVve.
4 “Current liabilities (including maturities of long-term borrowings)” includes all financial and non-financial liabilities which are

due to be settled within twelve months after reporting date.

5 “Non-current liabilities (including maturities of long-term borrowings and short-term borrowings)” includes all financial and

non-financial liabilities other than current liabilities.

6 “Net worth” refers to the aggregate value of the paid-up share capital and all reserves created out of the profits and securities
premium account, after deducting the aggregate value of the accumulated losses, deferred expenditure and miscellaneous
expenditure not written off, as per the audited balance sheet, but does not include reserves created out of revaluation of assets,

write-back of depreciation and amalgamation as per Section 2(57) of Companies Act, 2013
- Assets under Management refers to total principal outstanding other then written off loan.

8. Off Balance Sheets Assets refers to Non-Fund Based Exposures (Principal outstanding excluding retained principal).

% Total revenue refers to the total income.

10 Profit/(Loss) after tax refers to profit for the year.

1. Gross Stage 3 (%) refers Gross stage 3 to Loan book %
12 Net Stage 3 (%) refers Net stage 3 to Net Loan Book %
13 From operations refer to revenue from operations

14 EPS refer to Earnings Per Equity Share

15 Provisioning & write off refers to addition of Net loss on fair value changes, Net loss on derecognition of financial instruments

under amortised cost category and Impairment on financial instruments

16. Debt-equity ratio = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / Net worth.
7. Total debts to total assets = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / total assets.

18 Only Finance costs

Note 1

(% in crores)

Particulars March 31, 2022 March 31, 2021 March 31, 2020
Gross Block of Property Plant and equipments 76.06 57.16 55.17
Accumulated Depreciation (44.26) (33.01) (23.48)
Net Fixed Assets 31.80 24.15 31.69
Note 2
(< in crores)
Particulars As at March 31, 2022 As at March 31, 2021 As at March 31, 2020
Within 12 | After 12 | Within 12 | After 12 | Within 12 | After 12
months months months months months months
Derivative financial instrument 1.66
Trade payables
(i) Total outstanding dues of micro
enterprises and small enterprises
(i) Total outstanding dues of creditors 40.46 - 42.65 - 41.19 -
other than micro enterprises and
small enterprises
Other payables
(i) Total outstanding dues of micro
enterprises and small enterprises
(ii) Total outstanding dues of creditors 218.43 0.13 159.04 - 67.46 -
other than micro enterprises and
small enterprises
Debt securities 579.02 839.08 525.63 1,149.32 416.76 375.82
Borrowings (other than debt 6,539.27 4,885.58 5,660.80 3,502.88 5,139.71 3,504.35
securities)
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Subordinated liabilities - 77.74 27.79 74.91 0.01 103.02
Other financial liabilities 13.98 73.46 15.99 66.95 15.13 52.07
Total 7,392.82 5,875.99 6,431.90 4,794.06 5,680.26 4,035.26
(% in crores)

Particulars March 31, 2022 | March 31, 2021 | March 31, 2020

Loans (Gross)* 15,299.19 12,343.11 11,411.29
Impairment loss allowance 533.86 622.64 312.38
Loan (Loan (gross) less impairment loss allowance) 14,765.33 11,720.47 11,098.91
Stage 3 Loans* 558.65 548.69 173.8
Gross Stage 3 % (Stage 3 Loans/Loans (Gross)) 3.65% 4.45% 1.52%
Gross Stage 3 Provision/ Impairment loss allowance 361.30 380.11 127.99
Net stage 3 (Stage 3 Loans less Gross Stage 3 Provision) 197.35 168.58 45.81
Net Stage 3 % (Net Stage 3 Loans/Loans) 1.34% 1.44% 0.41%
Provision Coverage Ratio % (Stage 3 Provision/Stage 3 Loans) 64.67% 69.28% 73.64%

*Gross carrying value

Note 3:
(% in crores)
Particulars March 31, 2022 | March 31, 2021 | March 31, 2020
Equity share capital 155.87 155.58 143.99
Statutory reserve 370.52 294.09 265.61
Securities premium 2,268.12 2,263.13 1,483.59
Share options outstanding account 11.72 8.52 8.61
Retained earnings 1,211.30 924.22 818.54
Net Worth 4,017.53 3,645.54 2,720.34

Note 4: Total Debts

(< in crores)

Particulars March 31, 2022 | March 31, 2021 | March 31, 2020

Debt securities 1,418.10 1,674.95 792.67

Borrowings (other than debt securities) 11,424.85 9,163.68 8,643.97

Subordinated liabilities 77.74 102.7 103.03

Total 12,920.69 10,941.33 9,539.67
Note 5

Particulars - CAGL

March 31, 2022

March 31, 2021

March 31, 2020

CRAR —Tier | capital 25.87% 30.50% 22.30%
CRAR —Tier Il capital 0.67% 1.25% 1.30%
CRAR (%) 26.54% 31.75% 23.60%

Particulars - MMFL

March 31, 2022

March 31, 2021

March 31, 2020

CRAR —Tier | capital 12.54% 17.74% 19.53%
CRAR —Tier Il capital 7.45% 3.15% 3.48%
CRAR (%) 19.99% 20.89% 23.01%

Our key operating and financial metrics for the three months period ended June 30, 2022 are as follows

(% in crores)

Parameters Three months period ended | Three months period ended
June 30, 2022 (Standalone) | June 30, 2022 (Consolidated)

Profit and Loss
Total revenue! 621.26 760.52
From operations? 620.76 759.59
Other income 0.50 0.93
Total Expenses 441.92 571.71
Exceptional Item - -
Profit / (Loss) before tax 179.34 188.81
Profit / (Loss) after tax® 132.58 139.56
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Parameters Three months period ended | Three months period ended

June 30, 2022 (Standalone) | June 30, 2022 (Consolidated)

Other comprehensive income 26.99 27.46

Total comprehensive income 159.57 167.02
EPS

(a) Basic 8.50 8.85

(b) Diluted 8.46 8.80

L Total revenue refers to the total income.

2 From operations refer to revenue from operations

3 Profit/(Loss) after tax refers to profit for the year.

Our Products

Our wide range of financial products are designed according to various life-cycle needs of our customers.

Our financial products are broadly classified into group lending, retail finance and distribution products as shown in the

table below:
Product Category Name of Loan / Product Maximum Amount of |Interest Rate (%) Tenure
Loan/ Credit Limit/ (as at June 30, (Months/ weeks)
Insurance Coverage 2022)
Group Lending Products
Income Generation | IGL-Pragati 30,000 | 19.75% - 22.10% 52 weeks
Products IGL-Pragati plus 1,00,000| 19.75% - 22.10% 104/156 weeks
Pragati Supplement Loan 30,000 | 19.75% - 22.10% 52/104 weeks
Flexi Supplementary Loan 15,000| 19.75% - 22.10% 52 weeks
Family Welfare Festival Loan 5,000| 18.75% - 21.10% 24 weeks
Products Medical Loan 5,000| 18.75% - 21.10% 12/24 weeks
Grameen Suraksha (Hospicash) 558| 18.75% -21.10% 12 weeks
Education Loan 20,000 | 18.75% - 21.10% 52 weeks
Livelihood Improvement Loan 5,000| 18.75% - 21.10% 52 weeks
Home Grameen Niwas Loan 50,000 | 18.75% - 21.10% 104/156 weeks
Improvement Water Loan 5,000 18.75% - 21.10% 52 weeks
Products Grameen Griha Sudhaar Loan 15,000 18.75% -21.10% 104 weeks
Sanitation Loan 15,000 18.75% -21.10% 104 weeks
Emergency Loan | Emergency Loan 1,000| 18.75% - 21.10% 11/12 weeks
Product
Retail Finance Products
Individual Retail Grameen Udyog Loan 1,50,000 22% 24 months
Finance Loan Grameen Unnathi Loan 1,50,000 22% 12/24/36 months
Products Grameen Suvidha Loan 25,000 22% 6/12 months
Grameen Savaari Loan 70,000 22% 24 months
Grameen Vikas Loan (new 20,00,000 16% - 20% 60 — 180 months
customer)
Grameen Vikas Loan (existing 5,00,000 22% 24 - 60 months
customer)
Grameen Vaahan Loan 4,00,000 20% - 22% 24 - 48 months
Grameen Swarna Loan 3,00,000 16% - 18% 3 - 12 months
Distribution Products
Micro Insurance Individual Term Life Product 80,000 N/A N/A
Products Joint Term Life Product 1,50,000 N/A N/A
Insurance Products | Joint Credit Life 5,00,000 N/A N/A
Pension Products | Aggregator for National N/A N/A N/A

Pension Scheme of the GOI
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Set forth below are certain details in relation to our key products:
A. Group Lending Products
() Income Generation Loans

Income Generation Loans are offered to customers to establish a new enterprise or expand an existing business. For
instance, loans may be disbursed to set up a grocery store, buy cattle, install new machinery or purchase raw materials.
The loans also meet the additional working capital requirements of a customer’s business. We provide three categories
of income generation loans to our customers:

e |IGL-Pragati: This is the flagship product offered under the JLG model and is given to customers for income generation
activity;

e IGL-Pragati Plus: This product is given to customers who require a greater amount of loan for income generation
activity and is usually given to existing customers who have completed a few loan cycles, or new customers who
have had prior MFI experience; and

e  Pragati Supplement Loan: This product is given to IGL-Pragati or IGL-Pragati Plus customers to meet their additional
credit needs and is usually given for purchase of inventory or any assets related to their business.

The following table sets forth details of our Gross AUM (on consolidated basis) for our income generation loans, for the
periods indicated:
(R in crores)

Product Category Three months period Year ended March 31,
ended June 30, 2022 2022 2021 2020
Gross AUM 14,937.26 15,948.99 12,838.29 10,547.00

(if) Family Welfare Loans

Family Welfare Loans support all the activities of our customers that help them in improving their quality of life. These
loans fulfil needs such as educational needs of their children, medical expenses and specific occasion expenses such as
festivals and livelihood improvement expenses, which may include purchase of liquefied petroleum gas connections for
cooking purposes.

Grameen Suraksha (Hospicash) is a flagship scheme exclusively designed for our members and their spouses where they
can claim a daily fixed amount to cover for their income losses arising due to inability to work in the event of
hospitalization.

The following table sets forth details of our Gross AUM (on consolidated basis) for our family welfare loans for the
periods indicated:
(R in crores)

Product Category Three months period Year ended March 31,
ended June 30, 2022 2022 2021 2020
Gross AUM 120.97 37.67 23.21 167.78

(iii) Home Improvement Loans

Home Improvement Loans enable our customers to avail themselves of water connections, construct toilets, extend and
improve and make minor repairs to their existing houses. The loans may be used to repair or replace a roof, wall, floor or
door, for monsoon proofing or to add rooms.

The following table sets forth details of our Gross AUM (on consolidated basis) for our home improvement loans, for the
periods indicated:
(R in crores)

Product Category Three months period Year ended March 31,
ended June 30, 2022 2022 2021 2020
Gross AUM 408.07 414.39 310.83 769.61
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(iv) Emergency Loans

Emergency Loans are short-term loans that we provide to our customers to help them address short-term cash flow
constraints, such as emergency medical expenses, electricity bill payments and purchases of rations. Timely financial
assistance prevents customers from resorting to other informal and expensive sources of money and improves customer
retention.

The following table sets forth details of our Gross AUM (on consolidated basis) for our emergency loans, for the periods
indicated:
(% in crores)
Product Category Three months period Year ended March 31,
ended June 30, 2022 2022 2021 2020
Gross AUM 3.96 2.76 1.73 12.55

B. Retail Finance Products
(i) Individual Retail Finance Loans

In 2016, we introduced individual retail finance loans for customers who had been our customers for at least two years
and fulfil certain other eligibility criteria linked primarily to their credit history with us, income and business position.
This loan category targets customers who are more entrepreneurial, have graduated from the JLG model and are capable
of taking larger loans in their individual capacity. We offer these loans to customers to establish a new enterprise or
expand an existing business in their individual capacity. The loans are offered to our customers for business expansion,
or for purchase of inventories, machinery or two-wheelers.

We currently provide seven categories of individual retail finance loans to our customers:

e Grameen Unnati Loan: This is a business loan envisaged for graduated group lending customers who currently have
running business. These loans are given to a member in her individual capacity and group guarantee would not be
applicable for these loans. This loan is meant to meet the customer’s business funding requirements such as capital
investment for purchase of inventory, machinery, or working capital for business expansion;

o Grameen Udyog Loan: This loan is targeted at someone who requires a higher loan amount to meet their capital
requirements, expand their business or purchase machinery, or keep inventories;

e Grameen Savaari Loan: This is given to customers to purchase a two-wheeler which will provide support for income
generation activity;

e Grameen Vikas Loan: This is a high-ticket asset backed business loan, given to customers who have high credit
requirement for business expansion, inventory purchase and closure of existing borrowings of the customers/ co-
applicants;

o Grameen Suvidha Loan: This is a top-up loan given to customers to meet their additional credit needs and is usually
given for the upkeep of assets or inventory related to business;

e Grameen Vaahan Loan: This is given to customers to purchase a small commercial vehicle which will provide support
for income generation activity; and

e Grameen Swarna Loan: This loan is primarily offered to existing customers of CA Grameen, to meet their short term
requirements including emergency needs, consumption, and business or working capital, where in the loan is backed
by customer jewellery.

The following table sets forth details of our Gross AUM (on consolidated basis) for our individual retail finance loans,

for the periods indicated:
(R in crores)

Product Category Three months period Year ended March 31,
ended June 30, 2022 2022 2021 2020
Gross AUM 145.21 195.55 412.81 499.15

C. Distribution Products
(i) Insurance and micro-insurance
We have tied up with insurance providers and are acting as master policy holders to cover our customers and their spouses

and, for Grameen Udyog Vikas loan customers, co-borrowers for certain of our loan products under group term life
insurance. The insurance coverage ranges from 35,000 to 500,000, depending on the loan amount. The policies include
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individual term life, joint term life and joint credit life (based on product policy).
(if) Pension

We are an aggregator of the National Pension Scheme (“NPS”) of the Government of India, providing pension for our
customers and collecting contributions from their doorstep. The client has to contribute a minimum of 1,000 and a
maximum of 12,000 in a year to become eligible for the Swavalamban benefit of 1,000 from the Government of India.

A. Joint Liability Group Lending Business Processes
Set forth below are details of the joint liability processes followed by CA Grameen:
(a) Customer Due Diligence Processes

Our branches enroll customers who satisfy the target clientele criteria. The size of the groups is flexible with a minimum
of five and a maximum of ten women customers in a group. Two to six groups form a Kendra which typically has ten to
30 customers. Once the interested women customers have formed their groups, we provide further information to them,
such as a brief introduction to our Company, criteria for group formation and group responsibilities. Immediately after
the formation of the group, the loan officer visits the prospective customers’ house to collect the Know-Your-Customer
(“KYC”) documents and basic data of the customers in a prescribed standard form. At each customer’s house, we include
all the family members in the conversation during the information gathering session. The customer’s husband and
household elders are briefly informed of our rules and regulations, including the compulsory training for women
customers for five days (30 minutes per day).

Once relevant KYC and customers’ information is collected, it is sent to our Regional Processing Centres for data entry
in our Core Banking System (T24 MCB™) and credit bureau check. Upon receiving a positive credit bureau response,
the loan officer will conduct compulsory group training.

We believe that group training is necessary for developing group solidarity and strict credit discipline. Having strong
cohesive groups with a commitment to credit discipline is one of the contributing factors to the expansion of microfinance.
We take time to teach every group to work together cordially and be responsible for financial transactions, both
individually and as a group. The duration of the compulsory group training (“CGT?”) is typically five days (three days in
case of Kendras that are at least six months old, already has two groups and in which new members are being inducted in
existing groups), which might be extended if loan officers deem it necessary (30 minutes each day), for new Kendras and
new groups in existing Kendras.

Prospective customers undergo at least half an hour of group training each day over a period of five days, covering various
topics such as Kendra meeting processes, rules and regulations of our Company, awareness of products and processes,
bank accounts, savings, insurance and pension. On the last day of the group training or at a later date, re- interview is done
by the branch manager to determine the customers’ level of understanding of the topics covered during the training. The
branch manager then visits the homes of the new customers to verify the potential customers and obtain the consent of their
family members for the customers becoming borrowers. If the branch manager is satisfied, he recommends the group for
the Group Recognition Test (“GRT”).

The area manager, on the recommendation of the branch manager, conducts the GRT. The GRT is designed to assess the
quality of the proposed group and to confirm that they meet all our criteria. All the customers who have cleared the re-
interview process are present during the GRT. Based on the results of the GRT, the area manager decides whether or not
to approve the group. If approved, the area manager will randomly check the residence of the respective customers to
verify the details furnished and also speak to the customer’s immediate relatives to verify that the customer has family
support in becoming our customer. Prior to disbursement, a second credit bureau check is also done of members of a group
to determine their eligibility. This check is intended to verify if members of a group have taken any loans after the first
level of verification conducted before the CGT. Thereafter, eligible members are sanctioned loans by the branch manager
and disbursed prior to the first Kendra meeting. Through this process, we ensure that there are multiple levels of check
before enrolling and disbursing credit to a new group or customer.

(b) Kendra Meetings
Kendra meetings are conducted weekly or fortnightly at a fixed place and time on a particular day. We typically select a

common place large enough to accommodate all members of the Kendra, such as schools or community halls. We try to
ensure that the location is in the Centre of the village and is commonly used by people of the village so as to give visibility
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and transparency to the Kendra meetings. For urban areas, we typically hold Kendra meetings in the house of any member
of the Kendra as agreed by all members if there is no common place to conduct the meeting.

A Kendra meeting is one of the core activities for our field staff and also a matter of great importance to both our customers
and us. Hence, we ensure that Kendra meetings are conducted strictly as set out in our operational guidelines either on a
weekly or fortnightly basis. Kendra meetings are vital for us for the following reasons:

¢ all financial and non-financial transactions with our customers are conducted at the Kendra meeting.

o the Kendra meeting is our point of contact with our customers, and this helps in relationship building with the
Customer.

o all our important schemes and policies are shared with our customers at the Kendra meeting.

o the Kendra meeting plays an important role in building our brand image.

The timing of the Kendra meeting is typically fixed by the respective groups. The duration of the meeting may be between
30 to 45 minutes, depending on the location and the volume of transactions. During the course of Kendra meetings, among
other items, loan instalments are collected, logged and updated on passbooks; loan utilisation reports are tabled and
discussed; loan applications of individual customers are evaluated and if approved by the group, co-signed by the JLG
leader and Kendra leader; fresh disbursements of certain categories of loans (such as emergency and festival loans) are
made; and fines are levied on customers who violate Kendra rules and regulations.

We continue to adopt primarily a weekly collection model and approximately 55.3% of our gross loan portfolio as of June
30, 2022 was on a weekly basis, 37.4% on bi-weekly basis and 7.3% on monthly basis (including retail loan accounts,
which are majorly collected on a monthly basis), thereby ensuring that the repayment frequency matches our customer’s
cash flow frequency to lower the chances of a loan default.

(c) Loan application and acceptance process

Loan applications are submitted to the loan officer at the Kendra meetings after ensuring that every group member is
willing to take joint responsibility for the loan. The loan officer facilitates discussions amongst group members (including
at the Kendra meeting) and the group decides whether or not to approve the loan request from a particular member based
on everyone’s understanding of the nature of business activity the loan is intended to be used for, and the expected
frequency of cash flows, viability and profitability. If the group approves the loan, the loan officer accepts the loan
application from the customer.

(d) Loan Evaluation

After the receipt of the loan application (countersigned by the leader of the group and Kendra), the loan officer makes a
compulsory visit to the customer’s residence to interview the customer and other members of her household to ascertain
the repayment capacity of the customer. During the visit, the loan officer prepares the cash flow statement in the
prescribed format if the member has applied for either the IGL-Pragati or the IGL-Pragati Plus loans, both of which are
income generating loans. A cash flow statement is not required for other types of loans, but the loan officer has to check
the repayment capacity of the customer by independent assessment of the total income of the customer from all sources.

(e) Loan Sanction and Further Processing

On the recommendation of the loan officer and after reviewing the relevant documents, the branch manager will sanction
the loan if it falls within his delegated authority. If not, the branch manager will recommend the loan to the appropriate
sanctioning authority as per the delegation of powers approved by the board of directors. After the loan is sanctioned, data
entry is done in the T24 MCB™ system to facilitate the credit bureau check which is done by the Head Office (“HO”). If
the credit bureau check is positive, the HO will release the loan for disbursement and if it is negative the loan application
will be rejected by changing the status of the loan in the system. The Information Technology department at the HO has
been mandated to complete the credit bureau check within two working days of data entry in the T24 MCB™ system. To
ensure timely availability of credit to our customers, we have made it mandatory to convey the outcome of loan
applications to our customers at the next meeting, be it weekly or fortnightly.

Upon sanctioning the loan, the branch manager signs the sanction letter and the loan officer carries the sanction letter
(which includes key information about the loan, such as loan amount, interest rate, repayment schedules and insurance
details) to the next Kendra meeting to hand it over to the customer after reconfirming with the other members of the group
that they approve the granting of the loan to the particular customer. The sanction of the loan is recorded in the minutes
book of the Kendra.
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The Customer is required to come to the branch with the sanction letter together with proof of identity to receive
disbursement of the loan. Disbursements are predominantly made in cashless mode i.e., direct credit to member bank
account. On disbursement of the loan, the Customer receives a separate passhook for each loan with the repayment
schedule printed in it.

() Loan Repayment Process

Before the Kendra meeting, the customers hand over their loan passbooks and instalment amounts to the group leader
who is required to verify the amounts collected vis-a-vis the payables reflecting in the passbook. At the Kendra meeting,
the group leader hands over the amount collected and the passbooks to the loan officer. The group leader oversees the
group’s payment and reports to the loan officer. Once the amount collected is the same as the amount demanded, the loan
officer checks and signs each member’s loan passbook after verifying it with the collection sheet, which he brings from
the branch. Any amounts unpaid are entered in a part-payment passbook and added to the regular instalments due in the
next collection sheet. The collection sheet generated from the T24 MCB™ system contains the loan details of and the
amounts due from each member. Loan instalments are collected only at Kendra meetings and not at the Customer’s
residence (unless the Customer has defaulted on two or more instalments).

(g) Segregation of Duties and Responsibilities

We have clearly defined roles and responsibilities for every position in the field and controlling offices. By segregating
the duties and responsibilities, we ensure that different staff members are responsible for different functions so that no
single employee handles end-to-end functions of a given work chain (for example, the client acquisition, loan
disbursement process, collections and accounting are handled by different staff members). The field operations have the
following roles and associated responsibilities:

e Loan officer: New customer acquisitions, conduct CGT, conduct Kendra meetings, accept loan applications,
Emergency Loan and Festival Loan disbursements, repayment collections and loan utilization checks.

o Data entry operator: Loan application data entry, repayment data entry, Progress out of Poverty Index data entry
(data which is regularly updated to measure the effect of micro-credit programs on the economic status of customers)
in the T24 MCB™ system.

e Cashier (additional charge): Repayment collection counting, assist in loan disbursements and branch cash
management.

e Regional Processing Centre: Member Basic Data Form (a form with basic details which the customer fills up before
joining us) entry, updating of KYC, updating of bank account details.

e Branch manager: House visits of new customers, re-interview of customers, verify Member Basic Data Form
information, verify loan applications, oversees loan disbursements, loan sanctions, monitor visits of Kendra and
overall branch management.

e Area manager: Group recognition test, loans sanctioning, monitor branches under his or her authority.

B. Individual Retail Finance Lending Business Processes

In 2016, our Individual Retail Finance (“IRF”) division was started to pilot test individual lending for customers who

have been with us under our group lending division. The products under retail finance are designed to target our graduated

customers who are more entrepreneurial and have displayed credit worthiness over a period of time.

(a) Target customers

The loans under IRF are offered to customers in their individual capacity. The purpose of IRF loans includes allowing

customers to establish a new enterprise or expand an existing business, and purchase inventories, machinery, two-

wheelers or light commercial vehicles.

In order to be eligible for IRF products, customers have to satisfy the following basic criteria, which include:

e be an existing Customer who has at least 24 months of relationship with us (more than 12 months in case of a
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Grameen Saavari loan);

displayed good credit history in group loans (including no defaults in the last six months prior to applying for an IRF
loan);

19 to 60 years of Age at the time of onboarding and maximum age at the time of loan maturity to be restricted to 65
years;

own a house, or own or rent a shop;

ownership of a business for at least one to three years;

obtained credit bureau clearance; and

a co-applicant is compulsory in case of IRF loans, who should be (a) an immediate family member living in the same

residence as the applicant, (b) between 22-58 years of age, and (c) employed. The loan officer may also require a
guarantor for the loan (who is required to be an existing JLG customer with credit-bureau clearance).

(b) Structure and Role Segregation

The current structure of IRF has been designed to minimize changes when IRF is introduced to geographies where we
currently have operations. The current structure can be divided into following three broad functions:

Business team. The business team is responsible for sourcing and converting the group lending customers as well
as repayment collections from customers. As of June 30, 2022, we had 71 IRF branches and each IRF branch is
headed by a branch manager who is responsible for the business and operations of the branch, and the branch manager
reports to the regional sales manager, who is responsible for the business and administration of all the branches
under him. The business team comprises Relationship Officers (“ROs”), who are field staff who source IRF
customers, and who are responsible for maintaining the relationship with our customers post disbursement,
conducting loan utilization checks and post disbursal execution of documents.

Credit and operations team. The credit and operations team is responsible for credit assessment, sanctioning or
rejecting a loan proposal and maintaining documentation and disbursement for sanctioned cases. A branch
operations executive is responsible for data entry and does the first level check of the proposals submitted by our
business team. A branch operations manager is responsible for keeping records, cash management, documentation
of applications, sanctions and disbursements at the branch. Further, we have tele-callers at our central office who
are responsible for doing a tele-verification check of all proposals submitted for review. We also have credit
underwriters who analyse a proposal based on the information gathered and recommend that a case be sanctioned or
rejected to a regional credit manager. To ensure proper documentation, safety of all documents and conduct of
disbursement related activities, we have an operations team stationed centrally.

Business Support and Risk team. The business support team is responsible to ensure continuous, proactive and
comprehensive review of processes, documentation and information in the field. The function shall also ensure
process adherence, complete and accurate documentation in branches, adherence to Code of Conduct. During the
loan processing stage, Business Support Officers (“BSQO™) stationed at branch carry on quality check verification
including checking the genuineness of customer details, residence verification, business verification and document
verification. The field risk control team adds strength to the operational risk control structure of the organization and
ensures proactive operational and field risk management. It complements the field operations supervision, business
support and internal audit function.

(c) Customer Due Diligence, Credit Appraisal, Sanction and Disbursement

Currently, only existing customers who meet the criteria set out above are eligible for IRF loans. Our IRF team works
closely with our group lending team (including field officers, our branch operations team and tele-callers) to identify and
select IRF customers. Eligible customers may be identified for IRF by any of the following three means:

1.

2.

Our group lending team passes the lead to a RO of our IRF team;

A Customer directly contacts ROs or our central team;
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3. A Customer reaches out to our IRF team during a Kendra meeting when the IRF team makes a visit together with our
group lending team;

4. In case of Grameen Unnati Loan, the entire lead generation and loan life-cycle management is conducted by group
lending team.

A RO contacts customers over phone to explain the IRF product details and the documentation requirements, collects
KYC documents and also conduct the first round of verification. The RO fixes an appointment only if a customer is
interested and the verification obtained is favourable. During such visits, the RO collects the loan application form and
KYC documents. When filling up the application, the RO verifies that the applicant and the co-applicants satisfy eligibility
norms and business criteria norms. The documents collected are then submitted to the branch operations team.

A branch operations executive then checks the documents for completeness, accuracy and fulfilment of policy conditions.
Subsequently, the branch operations executive enters the details in our system which is verified and authorized by the
branch operations manager, after which the scanned documents are shared with a disbursement operations executive.

At our central office, a credit underwriter reviews the proposals and documents for accuracy, completeness and checks
the inputs given by the credit bureau. The credit underwriter may also recommend that a loan be guaranteed by a guarantor
if he deems it necessary. The credit underwriter either rejects or recommends proposals for a Personal Discussion (“PD”).
Proposals which are cleared by the credit underwriter are communicated to the respective branch, and the branch manager
will visit the customer premises and conduct a PD and technical evaluation.

After a successful PD, the credit underwriter will initiate a credit verification activity, which includes verification done
via a telephone call, a visit by a credit appraiser to carry out the necessary credit appraisal verification and screening of
all cases or carrying out field visits on a sample basis by a BSO.

The credit underwriter reviews all the inputs received and recommends proposals to a regional credit manager/ area credit
manager/ Head Retail Finance as per the approval authority matrix for either approval or rejection. For cases which are
approved, our central operations team prepares a Disbursement Kit (“DB Kit”) which contains the sanction letter, the
National Automated Clearing House (“NACH”) mandate and the nomination form, before sending the DB Kit to our
branch operations team for execution by the customer. In case of Grameen Unnati Loan, the customer is given an option
to repay on weekly/ bi-weekly/ monthly basis at the designated group lending Kendra meetings.

Our branch operations team will then fix an appointment with the customer for execution of the documents in the DB Kit
and collect all the required documents. After execution, the scanned DB Kit is scanned and sent for review at our central
office. After verification by our central office team, disbursements through NACH are transferred directly to the
customer’s bank account. After the funds transfer is successful, the RO gives the customer a welcome kit along with the
repayment schedule. We maintain hard copy versions of all the documents centrally post disbursement.

(d) Loan Repayment Process

A monthly repayment schedule is followed for all IRF loans (instalments are typically payable by the fifth day of each
month), except for the Grameen Unnati Loan where in the customer is given an option to repay on weekly/ bi-weekly/
monthly basis. Loan repayments are collected by triggering the automatic debit mandate which is collected from the
customer at the time the documents in the DB Kit are executed and as per the schedule communicated to the customer,
except for the Grameen Unnati Loan where the customer pays in cash at the designated group lending Kendra meeting.

Intimation is sent to the customer two days in advance of the scheduled repayment date so that the customer has notice
to maintain sufficient balance in the account. On the scheduled repayment day, debit instructions are sent to the bank and
post successful completion of national automated clearing, the necessary information is sent to the branch. For cases
where national automated clearing cannot be completed two consecutive times, collections are done in cash by the RO
by visiting the customer physically. An acknowledgment is given to the customer for all cases where the collection is
successful.

(e) Loan Utilization Check
A RO does a loan utilization check of all IRF loans typically before the first instalment is due and a BSO does the same on
a sample basis typically after the first instalment has been paid. Review of loan utilization checks is done by the branch

manager, and a loan utilization report is submitted to our central office and recorded against a customer. In case of a
mismatch, we have a process in place where necessary actions are taken to correct the mismatch.
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Internal Audit and Internal Controls
Set forth below is a summary of the internal audit and control functions:

Our Company believes in maintaining a strong internal control framework and views such a framework as an essential
prerequisite for the growth of business. We have well documented policies, procedures and authorization guidelines that
are commensurate with our size. Further, an efficient independent internal audit system is in place to conduct internal
audits of all branches, regional offices and as well as the head office.

Our internal audit function is an independent activity guided by a philosophy to add value to improve and enhance
operations of our organization. It assists our Company in accomplishing its objectives by bringing a systematic and
disciplined approach to evaluate and improve the effectiveness of our internal control, risk management and governance
processes.

The internal audit activity is conducted with strict accountability for confidentiality and safeguarding records and
information. It has fully authorized, free and unrestricted access to any and all of our Company’s records, physical
properties and personnel pertinent to carrying out any engagement. The internal audit activity also has free and
unrestricted access to our Board. The Audit Committee of our Board is updated on significant internal audit observations,
compliance with statutes, progress of risk management practices and effectiveness of our control systems every quarter.
Our internal audit function also interacts with our statutory auditors.

Every branch is audited an average of six times in a financial year. Based on the extent of compliance and adherence to
systems, policies and procedures, the audited branches are assigned compliance scores. The branch audit is conducted
based on a detailed audit program and various checklists updated in accordance with our operational policies and
procedures. The audit process involves field visits in the morning, and office related work, verification and checks in the
afternoon and evening. The scope of our branch audit covers the following areas of operations:

. Financial, accounting and operating controls i.e., a review of processes and controls.
. Ascertaining the extent of compliance with our established policies and procedures.
. Visits to Kendra meetings to ascertain compliance with our policies and procedures, and conducting customer
house visits.

Cash and bank transactions, records, reconciliations and balances;

Lending process and documentation;

Kendra, group formation

Enrollment of new customers (limited to non-centralised branches)

Client records, loan applications, appraisals and approvals

Loan disbursements and repayments

Collection of fees and insurance premiums

Arrears and portfolio at risk

Review of internal controls and risk management procedure compliances;

Branch expenses;

Accounting, vouchers, book keeping and fixed assets;

Human resources policies, statutory compliances and housekeeping;

Adherence to code of conduct, fair practices code, customer protection principles;
Follow up on previous audits.

Risk Management

We have a multi-layered risk management process for identifying, managing, and mitigating risks arising across risk
taking activities in the organisation to ensure sustainable profitability. The robust risk architecture supports the
Company’s vision and mission.

Maintaining relatively tight caps on risk exposures is seen as the most conducive approach to providing cost-appropriate
mass-market financial services in a socially inclusive manner. The cornerstones of our business model are customer
service, outreach and financial inclusion, innovation, technology, proactive risk management and sustainable growth. For
example, we will not engage in activities, trade instruments or otherwise enter into risks that do not have a clear
relationship to the mission of the institution. We continue in delivering on our promise to shareholders and customers of
integrity, social advancement, economic empowerment and sustainable profitability.
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We follow a 3-lines of defense mechanism in which the business line including branch & supervisory staff and business
support team work as first line of defense. Risk Management is the second line of defense while Internal Audit works as
the third line of defense. The management of risks is a responsibility of all senior management and of all staff in all
business lines. Each line of business is responsible to manage its own risks.

Risk Management Committee (RMC) assists the Board with oversight of strategies, policies and procedures related to the
management of all risk types. Risk Management function is headed by the Chief Risk Office (“CRQO”) who is primarily
responsible for overseeing the development and implementation of our risk management function. The CRO is also
responsible for supporting the RMC in the development and implementation of our annual risk plan. The CRO, together
with management forms an executive committee which is actively engaged in the process of setting risk measures and
limits for the various business lines and monitoring their performance relative to risk-taking and limit adherence. Internal
Audit team directly reports to the Audit Committee and has free and unrestricted access to the Board. Risk management
committee oversees on implementation of annual risk management plan. Risks are reported to RMC monitored by CRO
and management team and quarterly updates are provided. There is free and unrestricted access for internal audit team to
the Board. Risk management framework is overseen by board committees (annual risk management plan, periodic updates
presented, etc.)

To ensure that all our departments deliver the expected level of support that is instrumental for the execution of risk
management activities at an organizational level, a Management Level Risk Committee is formed. Management Level Risk
Committee (MLRC) comprises MD & CEO, CBO, CAO, CFO, CTO, and CRO. The Management Level Risk Committee
meetings are held at least once a month or more frequently if the need arises. The Management Level Risk Committee
monitors management of our major risks in general. The Management Level Risk Committee takes an integrated view of
the risks we face and issues specific directives to the respective departments, business lines, regions and branches for
necessary action in order to mitigate such risks.

Operational Business Support Team

The Operational Business Support Team (“BST”) team is a function established within our field operations and BST staff
members report to Business Heads to enhance proactive monitoring of our operations. The BST team oversees continuous,
proactive and comprehensive review of processes, documentation and information in the field. The function also ensures
process adherence, complete and accurate documentation in branches and Kendra meetings and adherence to the code of
conduct.

Head Office — Infrastructure, Control and Support

To manage our branch and geographic expansion, we have strengthened the infrastructure, support and control functions
at our head office. Our head office has adequate infrastructure and manpower to support our branches and field operations.
The support functions such as Finance, Treasury, Accounts, Strategy and Planning, IT, Risk, HR, Audit, Grievance and
Centralized Operations have been adequately staffed with the necessary personnel who are professionally competent to
manage our growth.

Regional Processing Centres

Every new customer data entry takes places at centralized locations known as Regional Processing Centres. Regional
Processing Centres help to improve controls in the following manner:

check data entry of newly enrolled customers;
improve and maintain integrity in data quality;
independent data entry of new customers; and
ensure complete and proper documentation.

As of June 30, 2022, we have 19 Regional Processing Centres located in Raipur, Ranchi, Belgaum, Davanagere,
Bengaluru, Indore, Kolhapur, Aurangabad, Nagpur, Bhubaneshwar, Erode, Thiruvannamalai, Madurai, Jabalpur, Patna,
Cochin, Chennai and Vadodara.

Proactive Data Analysis
Various portfolio, client monitoring, and branch monitoring reports are generated at defined intervals and analysed by our

Business Intelligence and Analytics team, and Risk Management Department. Proactive actionable alerts are sent to our
operations teams regularly.
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Employee Due Diligence

For new employees who are recruited, our Risk Management Department conducts due diligence in the form of an internal
background verification check. Through this process of background verification check, the credentials of the employees
and their family backgrounds are checked before they are confirmed as employees. In addition to the background
verification check, the conduct of the employee during the probation period is monitored and the employment is
confirmed only if his or her conduct is satisfactory.

Human Resources

As of June 30, 2022, we had 15,642 employees on a consolidated basis. We primarily recruit loan officers at entry levels.
Fresh candidates from rural background are employed and adequately trained. After gaining sufficient experience, loan
officers are promoted internally to take up bigger and more important roles. We abide by our values of being committed,
reliable, empathetic, accountable, transparent and efficient. We try our best to ensure that our values are genuinely and
consistently promulgated in our Company. We have also implemented an ESOP scheme for our employees, along with a
range of incentives and employee engagement programs such as gratuity, birthday and wedding gifts, staff loans and
insurance.

The following table sets a break-up of our employees (on Consolidated basis) by function as of the dates indicated:

Particulars As of June 30, 2022

Loan officers 10,594
Field supervisors 2,751
Field monitoring 485
Centralized operations 468
Finance 61
IT 146
Human resources 126
Internal audit 274
Others 737

Total 15,642

Training

We have an effective in-house training facility. It manages, develops and realizes the knowledge and full potential of our
employees at an individual, team-based and organization-wide level by providing different types of training to employees
of different functions and seniority:

e A 21-day basic training program is conducted for trainees to prepare them for field operations, which includes
field training at one of our branches for two weeks.

A refresher training program is conducted frequently in accordance with our operational requirements.

An orientation program is conducted for promoted field staff and new employees at our head office.

Induction training is provided for all lateral hires.

Departmental process training programs are conducted for all new recruits and promoted employees.

Leadership training programs, which are tailored according to the seniority of our employees, are conducted for our
employees.

The above training programs are designed based on objectives, targeted groups of employees, skills and capabilities
required for our field operations.

Customer Grievance Redressal Mechanism

Our customer grievance redressal mechanism was established to address issues which arise out of situations when our
customers are either unhappy with the service provided to them or unsatisfied because we fail to meet their expectations,
including grievances on overdue balances, Kendra discipline and cohesion issues. The methodology adopted by this
department enables customers to reach out to us in an easy and simplistic manner.

Our grievance redressal process addresses the grievances of all our customers and the general public. We have set up a
Grievance Redressal Cell (“GRC”) to attend to all enquiries and requests of our customers. Staff members of all levels at
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the GRC and our head office are duty bound to address all concerns of our customers.
Compliance with NBFC-MFI Regulations and Guidelines

As of June 30, 2022, we are in compliance with regulations and guidelines relating to qualifying assets ratio, capital
adequacy ratio, aggregate loan provision policies, pricing of credit, interest rate on loan products and processing charges.

Competition

We face significant competition from unorganized, small participants in the market across all our business segments in
addition to other small finance banks, scheduled commercial banks, NBFC-MFIs and NBFCs as well as local
moneylenders. Our competitors include Bharat Financial Inclusion Ltd. (now merged with Indusind Bank Ltd.), Satin
Creditcare Network Ltd., Annapurna Microfinance Pvt. Ltd., Arohan Financial Services Ltd., Spandana Sphoorty
Financial Ltd., L&T Finance Ltd, Asirvad Microfinance Ltd., Ujjivan Small Finance Bank Limited, Equitas Holdings
Ltd., Muthoot Microfin Limited, IIFL Samasta Finance Limited, Belstar Microfinance Limited, Etc.

In addition, many of our potential customers in the lower income segments do not have access to any form of organized
institutional lending, and rely on loans from informal sources, especially money lenders, landlords, local shopkeepers and
traders at much higher interest rates. Therefore, we also face significant competition from these unorganized and
unregulated market participants who are prevalent in the semi-urban and rural areas, which are our key areas of focus and
whose target customer segment is the same as ours.

Properties

As of June 30, 2022, all the properties used for our operations (except one branch of MMFL), including 1,681 branches,
the Regional Processing Centres, regional offices and our head office, have been taken on a lease/ leave and license basis.

As on the date of this Draft Shelf Prospectus, our Company owns an immovable property located at Adarshanagar Colony,
Arishinakunte village, Nelamangala Taluk, Bangalore-562123.

Intellectual Property

i

CrechtAccess

Our trade name “CreditAccess Grameen” and our logo that include the image = are registered with the
Trademarks Registry and the registrations are valid until October 31, 2029.

In addition, our Company has also registered certain logos associated with its brands and operations, such as the “Grameen

GrameenKoota

Koota” text and logo - which is valid upto January 16, 2027.
Particulars Trademark
CreditAccess Grameen” (logo)
@ditAccess
- Grameen
Grameen Koota Financial Services (logo) .
{ GrameenKoota
GRAMEENKOOTA (word) GrameenKoota
Grameen Koota Jagruti” (logo) f\
GrameenKoota \;
L Jagruti \

We have also obtained registration for certain domains, including “grameenkoota.org”. Please also refer to Risk Factor
no. 21- If we are unable to protect our trademarks and tradenames, others may be able to use our trademarks and
tradenames to compete more effectively. Also, we may breach third-party intellectual property rights.
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Information Technology

Our IT support systems aid us in performing several processes involved in the life cycle of a loan transaction. We have
made significant investments in our IT infrastructure to be able to control our operating costs and provide quality service
to our customers as an NBFC-MFI. For our operations, we have focused on implementing a centralized and consolidated
information system to enable a smooth and swift flow of information and data across the system. Our systems have
assisted us with data entry automation of loan origination system, credit underwriting process, underwriting rule engine,
deviation triggers to minimize human errors, branch accounting system and maintaining customer history. We will
continue to embrace state of the art technology solutions to support our growth and enable more efficient operations to
benefit our customers, as well as to optimize our operating efficiency.

Core banking system (“CBS”)

T24 MCB is the CBS offered by Temenos, which is a leading provider of core banking solutions worldwide. T24 MCB
has been customized for our business operations. The higher levels of automation, controls and flexibility provided by
the system enable us to achieve its vision of reaching out to a larger customer base.

Collaboration with credit bureaus

We work with credit bureaus like Highmark, Equifax and CIBIL. The credit bureaus help identify overlapping
microfinance borrowers, their overall loan exposure and incidents of high default. Every loan given by us undergoes a credit
check with the credit bureaus and this verification process has been completely integrated into the loan delivery processes
and is instrumental in minimizing instances of borrower over-indebtedness. The entire process is automated and
centralized which enables high level of controls in this process.

Infrastructure outsourcing

We have been working in partnership with IBM on outsourced infrastructure management services. The Data Centre and
disaster recovery server infrastructure management is managed by the outsourced provider. We have also added another
service provider Cloud4C for few of the noncore applications to ensure uninterrupted support along with usage of cloud-
based service providers such as Microsoft Azure and Amazon Web Services (AWS) for few of the dynamic application
requirements. We have entered into partnerships with Bharti Airtel, Sify and Tata Teleservices for network connectivity
in all critical locations.

Report generation

We generate various internal and external reports using the Jasper Reporting Server, which enables the reports to be auto
extracted and shared with various stakeholders with a high degree of accuracy and on a timely basis. We have also started
using Power-BI for internal publishing of dashboards and reports to the management team.

Internal systems

In addition to the systems which provide core business functionality, we have deployed an enterprise resource planning
system for our internal finance and accounting processes and other internal systems such as human resource management.
We have also continued using the open source online E-learning portal for employee training, which provides a strong
platform for delivering effective learning modules to all our employees. The E-learning portal is a powerful tool which
reduces training costs and delivers effective training programs to a larger audience.

Technology initiatives

We continue to actively upgrade our technology architecture and applications to keep pace with changes in the
microfinance industry. With initiatives such as field force automation through use of tablets, robust internal
communication and knowledge management systems, there are direct benefits in terms of real time information flow
between teams, more effective management of operations as well as reduction in processing times. We are now using
technology capabilities such as cashless disbursements through instant payment mode (IMPS), instant credit eligibility
checks, etc. to improve efficiency as well as enhance the quality of customer experience.

Insurance

We maintain insurance policies that we believe are customary for companies operating in our industry. Our principal types
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of coverage include insurance for burglary, group personal accident insurance, group life insurance, group mediclaim,
fidelity policy, and directors’ and officers’ liability insurance. In addition, we have a money insurance policy pertaining
to cash in safes and in transit. Our insurance policies may not be sufficient to cover our economic loss. For details, see
“Risk Factors — Our insurance coverage may not be adequate to protect us against all potential losses, which may have a
material adverse effect on our business, financial condition and results of operation” on page 38.

Certifications and Awards
We have always maintained a focus on integrating social values in the design and delivery at all stages of products and

services. The following table shows the numerous awards and certifications in recognition of our socially- focused
approach in conducting our business:

Award / Certification Organization which gave Year Details of the award / certification
the award / certification |awarded
Prestigious Brandco of Asia— |BARC (Brand Advertising | 2022 | The award was bestowed for redefining the

2022 Research and Consulting) benchmarks in microfinance sector through our
Pvt Ltd legacy and sustainability in the Asian market.
GREAT PLACES TO WORK |GREAT PLACESTO 2022 | A certification recognising organisations in
— CERTIFIED® (Feb 2022- |WORK® India which have an excellent workplace
Jan 2023) culture and high trust levels between employees
and the organisation.

Gold Shield Award for Institute of Chartered 2021 | An award recognising and honouring our
“Excellence in Integrated Accountants of India efforts towards integrated reporting and
Reporting and Reporting on (ICAI) sustainability linked disclosures

Sustainable Development
Goals for the year 2020-21”

GREAT PLACES TO WORK |GREAT PLACES TO 2021 | A certification recognising organisations in

— CERTIFIED® (Feb 2021- |WORK® India which have an excellent workplace

Jan 2022) culture and high trust levels between employees
and the organisation.

India’s Best Workplaces in GREAT PLACES TO 2021 | A certification recognising organisations in the

BFSI 2021 — Top 30 WORK® banking, financial services and insurance

industry in India with the best workplace
culture and quality employee experience.

CNBC-AWAAZ CEO CNBC-AWAAZ 2020 | An award constituted by CNBC-AWAAZ, a
Awards 2019 for “Outstanding leading Hindi business news channel in
contribution to Rural association with the Government of
Entrepreneurship and Chhattisgarh to celebrate entrepreneurship and
Empowerment” to  recognise the achievements and
contributions of corporate leaders and
companies.
GREAT PLACES TO WORK |GREAT PLACES TO 2020 | A certification recognising organisations in
— CERTIFIED® (Feb 2020- |WORK® India which have an excellent workplace
Jan 2021) culture and high trust levels between employees
and the organisation.
India’s Best Workplaces in GREAT PLACES TO 2020 | A certification recognising organisations in the
BFSI 2020 — Top 25 WORK® banking, financial services and insurance

industry in India with the best workplace
culture and quality employee experience.

Micro Finance Organisation of | ACCESS Development 2019 |An award recognising and honouring our
the Year Award 2019 — Services in partnership contribution to the advancement of financial
Inclusive Finance India with HSBC India inclusion in India.

Awards 2020

Corporate Social Responsibility

We have adopted a Corporate Social Responsibility (“CSR”) policy in compliance with the requirements of the
Companies Act, 2013 and the Companies (Corporate Social Responsibility) Rules, 2014. As per the requirement, 2% of
the three years” annual profit is spent towards CSR activities. The Company is implementing its CSR activities through
CreditAccess India Foundation, a Section 8 company, which is incorporated specifically for the purpose of
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implementation of CSR activities of group companies, with an aim to empower people belonging to poor households to
help them secure respectable livelihoods while ensuring environmental sustainability and gender equality. We believe
that our CSR initiatives contribute to our overall strategy of a customer-centric business model and engaging with
marginalized communities and we have contributed to CSR initiatives in areas such as increasing social awareness,
education and community development. We believe that these initiatives have contributed in maintaining a healthy
customer retention levels.

Key Social Welfare Initiatives Increasing social awareness

CreditAccess India Foundation, a section 8 company, focuses on social development areas viz. health, education.
Livelihood, environments including increasing awareness about safe water, sanitation and financial literacy. Through this
initiative, we hope to encourage hygienic practices, inculcate healthy habits and empower people who are living in
poverty.

WASH (Water, Sanitation & Hygiene) program

As many households, especially those in rural areas, face health problems, we conducted a further study and found that
lack of hygienic practices and sanitation were behind the poor health conditions. In order to address this issue
comprehensively, we started the initiative WASH — Water, Sanitation and Hygiene Program. The impact of the program
is evident as people in the community have not only realized the importance of sanitation but also associated us with the
good work carried out. Having access to better sanitary facilities has also contributed to increased self-respect for our
women customers and their family members.

Jagruti

We created Jagruti program as an awareness building tool, with a vision to empower our customers by providing them
with information. We conceived the concept of Jagruti after a rigorous process of deliberations with women as the target
group, key stakeholders (within and outside the MFI) and leveraging design-thinking principles. We crafted and
positioned the persona of Jagruti as a trusted friend of women and decided that letters should be the means of
communication with Jagruti’s audience given that storytelling has always been a critical channel of providing information
in India.

We conduct this program on a weekly/ fortnightly basis and the letters written by Jagruti are read out at the end of weekly/
fortnightly meetings. The letters are written in a colloquial, lively fashion and they cover a plethora of relevant issues
such health and hygiene, sanitation, drinking water, financial literacy, government schemes, micro- entrepreneurship,
trafficking and HIV/ AIDS. We found out through an assessment of Jagruti that these letters have been successful in
spreading awareness on key issues to our customers, with an overwhelming proportion of customers reporting high levels
of engagement with these messages.

Jagruti has created awareness on different subjects ranging from health, food, nutrition, education, hygiene, importance
of sanitation to the importance of savings, money management, government services and facilities. It has had a measurable
and lasting impact on the awareness level of our customers that has resulted in a perceptual shift in their mindset.

We continue to implement Jagruti across all our branches and continue to educate our customers every week/ fortnight
with a new topic.

Sushikshana program

The Sushikshana is an interactive program designed to provide children in Class 8 and above, a holistic learning
experience on Water-Sanitation-Hygiene (WASH), financial literacy including money management, household
budgeting, saving, and wealth creation. It shall also include career guidance sessions for class 10 students to help them
make better career choices in future after completing their class 10 education. CA Grameen has experience in
implementing this program since many years for now. This program shall be executed through partners.

Life insurance coverage

For the year ended March 31, 2022, we acted as master policy holder to cover 40.62 lakh customers, on consolidated
basis under insurance schemes.

160



HISTORY AND MAIN OBJECTS
Corporate Profile

Our Company was incorporated as Sanni Collection Private Limited (“SCPL”) on June 12, 1991 at Calcutta, West Bengal,
India as a private limited company under the Companies Act, 1956. In February 2007, the entire shareholding of SCPL
was acquired by Vinatha M. Reddy, Vijitha Subbaiah and Suresh K. Krishna, in their respective individual capacity. At
the time of the acquisition, SCPL also held a certificate of registration as a non-deposit taking NBFC dated March 30,
1998. Subsequently, in October 2007, the microfinance business being operated under T. Muniswamappa Trust (“TMT”),
a public charitable trust engaged in the business of providing micro loans in Karnataka (including all associated assets,
liabilities, goodwill, receivables, loan assets and intellectual property, including the brand name “Grameen Koota) was
transferred to SCPL. The microfinance business being operated under TMT was established as a programme under the
name “Grameen Koota” in 1999. Subsequent to the acquisition of SCPL and the transfer of the microfinance business of
TMT to SCPL, SCPL was rebranded under the “Grameen” name, and pursuant to a resolution of the shareholders of
SCPL, our Company’s name was changed from Sanni Collection Private Limited to Grameen Financial Services Private
Limited and a fresh certificate of incorporation consequent upon change of name was issued to our Company by the
Registrar of Companies, West Bengal on March 14, 2008 post which the RBI granted a certificate of registration dated
July 28, 2009 reflecting the change of name. Subsequently, the RBI granted a fresh certificate of registration dated
February 6, 2012 for registration as an NBFC under Section 45 IA of the Reserve Bank of India Act, 1934. Our Company
was granted NBFC-Microfinance Institution (“NBFC-MFI”) status by the RBI with effect from September 5, 2013.
Subsequently, the name of our Company was changed to Grameen Koota Financial Services Private Limited pursuant to
a fresh certificate of incorporation issued by the Registrar of Companies, Bangalore, Karnataka on November 13, 2014.
Further, a fresh certificate of registration consequent upon change of name was issued to our Company by the RBI on
December 16, 2014. Subsequently, our Company was converted into a public limited company pursuant to a special
resolution passed by our Shareholders at the EGM held on 27 November 2017 and the name of our Company was changed
to Grameen Koota Financial Services Limited (“GFSL”). A fresh certificate of incorporation consequent upon conversion
to a public limited company was issued by the RoC on December 18, 2017. Subsequently, pursuant to a resolution passed
by our shareholders at the EGM held on January 2, 2018, the name of our Company was changed to CreditAccess
Grameen Limited, and a fresh certificate of incorporation consequent upon change of hame was issued by the RoC on
January 12, 2018. Our Company holds a certificate of registration dated January 19, 2018 bearing registration number B
- 02.00252 issued by the RBI to carry on the activities of a non-banking financial company without accepting public
deposits under Section 45 1A of the Reserve Bank of India Act, 1934. For details of the business of our Company, see
“Our Business” beginning on page 131.

The Corporate Identity Number (CIN) is L51216KA1991PLC053425.

For details of the business of our Company, see “Our Business” beginning on page 131.

Registered Office and changes in Registered Office of our Company

Our Registered Office is located at New No. 49 (Old No. 725), 46th Cross, 8th Block, Jayanagar, Next to Rajalakshmi

Kalyana Mantap, Bengaluru 560 071, Karnataka, India. Except as set forth, there has not been any change to the
Registered Office since incorporation.

Date of change of Details of changes in the address of registered office
Registered Office
April 29, 2010 From 12/ 2 Sova Ram Bysack Street, Kolkata — 700 007, West Bengal to Avalahalli, Anjanapura

Post, J.P. Nagar, 9™ Phase, Bangalore — 560 062, Karnataka

February 4, 2016 | From Avalahalli, Anjanapura Post, J.P. Nagar, 9" Phase, Bangalore — 560 062, Karnataka to New
No. 49 (Old No. 725), 46th Cross, 8th Block, Jayanagar, Next to Rajalakshmi Kalyana Mantap,
Bengaluru 560 071, Karnataka

Main objects of our Company

The main objects of our Company as contained in our Memorandum of Association are:

1. To provide credit/finance to groups and/or individuals, deliver credits, thrifts and savings and other financial services
including housing loans (construction, purchase, extension and renovation), distribution of micro insurance, pension

plans fund transfer facilities and allied services in cities, towns, villages of India with a view to provide them
sustainable livelihood and enhancement of their and their family living conditions based on their needs, skills and
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traditional livelihood occupations and carry on the business of Micro Finance services, (mainly hon-banking financial
services as permitted by the Reserve Bank of India.

2. To carry on the business of financing development activities through long term loans and other means of financing
upon such terms and conditions as the company may think fit for the purposes of (1)agricultural development including
land acquisition and development, irrigation, watershed development, crop cultivation, plantation, horticulture,
forestry, animal husbandry and allied activities, such as dairy, poultry, fishery, aqua culture and floriculture (i)
industrial development including, agro-processing, mining and quarrying utilities including water, power and
renewable sources of energy -manufacturing, including handicrafts, construction, trade and distribution, transport,
and services of all kinds (iii) market linkage development including, provision of inputs for and marketing of output
of agricultural and industrial development activities including facilities for storage, trading and transport for such
inputs and outputs (iv) habitat development including, purchase, construction up gradation, extension and
modification of buildings and infrastructure for residential, agricultural, commercial or industrial purposes but
exclusively targeted to the poor in generation and enhancement of livelihoods in India.

3. To cross sell non-financial products, provide livelihood promotion and other allied services (including consulting)
with a view to provide them sustainable livelihood and enhancement of their and their family's living conditions based
on their needs, skills and traditional livelihood occupations.

4. To create linkages with banks and national and international financial institutions and international
aid/developmental organizations for the purpose of making them bankable community and making available financial
products like insurance, savings, deposits, bonds and mutual funds.

5. To carry on and undertake the business and activities of an insurance intermediary or agent including a Corporate
Agent in accordance with the provisions of the rules and regulations issued by the Insurance Regulatory and
Development Authority of India for all classes of insurance business in India which includes, Life, General and Health
Insurance Business.

Key Events, Milestones and Achievements:

Year | Particulars

2007 * Transition from an NGO to an NBFC

2008 | + Raised X 9.2 crores from Aavishkar

* Started operations in Maharashtra

2011 | « Commenced integration with Credit Bureau for credit decisions

2013 | < Granted NBFC — MFI license with effect from September 5, 2013

* Raised ¥ 53.2 crores from CAI, Creation and Incofin

2014 | < CAI acquired a majority stake in our Company

2015 | « Commenced operations in Madhya Pradesh and Chhattisgarh

+ Raised % 120 crores from CAl

2016 | - Introduced business loans facilities as part of the Retail Finance division of our Company
2017 | < Raised X 350 crores as fresh equity and Z 200 crores as CCD from CAl

2018 | ¢ Renamed to CreditAccess Grameen Ltd

» Listed on NSE/ BSE through an IPO of equity shares aggregating to ¥ 1,130 crores

2019 | « Commenced operations in five new states Jharkhand, Rajasthan, Gujarat, Uttar Pradesh and Bihar
2020 |  Acquisition of MMFL on March 18, 2020

For details on Certifications and Awards, please see “Business” on page 131
Details of any acquisition or amalgamation in the last one year

Our Company has not made any acquisition during previous one financial year. However, the Company is in the process
of amalgamation with its Subsidiary Company.

Proposed Scheme of Amalgamation
Our Company entered into an implementation agreement dated November 27, 2019 with MMFL for the proposed
acquisition and amalgamation of MMFL (“Transferor Company”) into our Company. Pursuant to resolutions dated

November 27, 2019 and January 22, 2020 and October 23, 2020, our Board approved a scheme of amalgamation
(“Proposed Scheme of Amalgamation™) under Sections 230 to 232 and other applicable provisions of the Companies
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Act, 2013 between our Company, MMFL, and their respective shareholders and creditors, pursuant to which the
undertaking of MMFL was proposed to be transferred to and vested in our Company as a going concern. Subsequently,
pursuant to their letters dated February 19, 2020 and January 29, 2020, respectively, the RBI Bangalore and RBI Chennai
provided their no-objection to the Proposed Scheme of Amalgamation, and an application dated December 10, 2019 was
made to the Stock Exchanges for the approval of the Proposed Scheme of Amalgamation. However, pursuant to a letter
from the NSE dated March 11, 2020, our Company was informed that the Proposed Scheme of Amalgamation had been
returned by the SEBI for not being in compliance with one of the conditions for schemes of arrangement by listed entities,
namely, clause (1)(A)(3)(b) of SEBI Circular No. CFD/DIL3/CIR/2018/2 dated January 3, 2018.

Accordingly, our Company was directed to make an application after complying with the requirements of the
aforementioned circular. The shareholding of our Promoters was subsequently brought down to 75%, pursuant to which
both BSE and NSE approved the Proposed Scheme of Amalgamation vide its letter dated May 07, 2021. Our Company
has acquired 76.08% of the share capital of MMFL for an aggregate consideration of X 662 crores, pursuant to certain
share purchase agreements with the then shareholders of MMFL (“SPAs”). Pursuant to the terms of the implementation
agreement, if the proposed scheme of amalgamation is rejected by the relevant tribunal, or if the tribunal does not
pronounce its order sanctioning the scheme within 18 months from the date of completion of the purchase of the MMFL
shares by our Company under the SPAs (extendable by six months as required by our Company), our Company is required
to purchase the equity shares of MMFL from the remaining shareholders of MMFL as per the terms and at the price
agreed under the Implementation Agreement

After complying with the requirement as per clause (1)(A)(3)(b) of SEBI Circular No. CFD/DIL3/CIR/2018/2 dated
January 3, 2018, the Company had on July 16, 2021, filed its first Motion Petition along with the consents received from
the secured and unsecured creditors for the scheme, with the NCLT, Bengaluru Bench seeking (i) an order from the
Hon'ble Tribunal convening and holding the meetings of the equity shareholders of the our Company to seek the approval
of the equity shareholders to the Scheme; and (ii) dispense with the convening and holding the meeting of the secured
and unsecured creditors of the our Company. Accordingly, pursuant to the order dated 25 February 2022 passed by NCLT
Bengaluru, had directed the Company to convene the meeting of its equity shareholders and dispensing the meeting of
the secured and unsecured creditors.

The Transferor Company i.e., MMFL vide its first Motion Petition dated August 03, 2021, along with the consents
received from the secured and unsecured creditors for the scheme, with the NCLT, Chennai Bench seeking (i) an order
from the Hon'ble Tribunal convening and holding the meetings of the equity shareholders of the Transferor Company to
seek the approval of the equity shareholders to the Proposed Scheme of Amalgamation; and (ii) dispense with the
convening and holding the meeting of the secured and unsecured creditors of the our Company. Accordingly, pursuant to
the order dated March 29, 2022, passed by NCLT Chennai, had directed the Company to convene the meeting of its equity
shareholders and dispensing the meeting of the secured and unsecured creditors.

The Equity shareholders of the Transferor Company and our Company have approved the scheme vide their resolution
passed on April 25, 2022 and May 04, 2022, respectively. As on the date of this Draft Shelf Prospectus, the matter is
pending before the NCLT Chennai and Bengaluru for its final approval. The NCLT, Chennai is yet to provide next date
of hearing for pronouncement of order and the NCLT, Bengaluru vide its Order dated September 21, 2022, has adjourned
the matter to October 20, 2022. Also please see, “Risk Factors — We are in the process of amalgamating, our Subsidiary,
MMFL into our Company through a scheme of amalgamation filed with the National Company Law Tribunal, Bengaluru
Bench (“Scheme ). While we have received the approval of our Board and shareholders for the Scheme, we cannot assure
that we will receive other pending approvals for the Scheme in a timely manner or at all. Further, we may not be able to
complete all the procedural formalities in relation to the Scheme in a timely manner which may have an adverse impact
on our business operations” on page 29.

Details of any reorganization or Reconstruction undertaken by our Company in the last one year

Our Company has not made any reorganization or reconstruction in the last one year prior to filing of this Draft Shelf
Prospectus. However, the Company is in the process of amalgamation with its Subsidiary Company.

Material Agreements and Material Contracts

Other than the below-mentioned agreement, our Company has not entered into any other material agreements and
material contracts which are not in the ordinary course of business, in the last two years.
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1. Share Purchase Agreement dated March 18, 2020, entered into between certain equity shareholders of MMFL
and our Company.

Our Company had entered into a share purchase agreement dated March 18, 2020 with certain equity shareholders of
MMFL and MMFL pursuant to which our Company agreed to purchase up to an aggregate of 54,92,481 (up to 76.34%)
Equity Shares from the Sellers for an aggregate consideration of approx. X 663 Crores.

Other Material Agreements

Share Purchase Agreement dated December 12, 2019, entered into between certain equity shareholders of MMFL
and our Company.

Our Company had entered into a share purchase agreement dated December 12, 2019 with certain equity shareholders
of MMFL and MMFL pursuant to which our Company agreed to purchase up to an aggregate of 5,300 Equity Shares
from the sellers for an aggregate consideration of X 64,45,648.

Subsidiary Companies
As on the date of this Draft Shelf Prospectus, our Company has the following subsidiaries:
1.  Madura Micro Finance Limited (“MMFL”), Subsidiary Company

MMFL, a company within the meaning of the Companies Act, 1956 (1 of 1956) and validly existing under the Companies
Act, 2013, incorporated on September 2, 2005, and registered as an NBFC — MFI, having its Registered Office at N0.36,
Il Main Road Kasturiba Nagar, Adyar Chennai — 600 020, Tamil Nadu under the Corporate ldentification No.
U65929TN2005PLC057390 provides microfinance loans to self-help groups of 10-20 women in rural and semi-urban
areas.

Madura Micro Education Private Limited, Step-down subsidiary*

Madura Micro Education Private Limited (“MMEPL”) a company within the meaning of the Companies Act, 1956 (1 of
1956) and validly existing under the Companies Act, 2013, incorporated on June 19, 2013, having its Registered Office
at No.36 Second Main Road, Kasturba Nagar, Adyar Chennai TN 600020 IN under the Corporate Identification No.
UB0301TN2013PTC091745 is a wholly owned subsidiary of MMFL and it offers digital education to micro-entrepreneurs
in rural areas through Micro Business Education (“MBE”) courses. Low business literacy and understanding of how to
compete in the marketplace are among the myriad challenges faced by rural microentrepreneurs.

Since MMEPL is not carrying on any business activities since last two financial years, as per Section 248 of the
Companies Act, an application for strike-off of its name from the registers of the RoC Chennai has been filed on July 14,
2022.

* Wholly owned subsidiary of Madura Micro Finance Limited

2. CreditAccess India Foundation, Wholly Owned Subsidiary

CreditAccess India Foundation (“CA India Foundation™) is a registered Section 8 company incorporated on May 29,
2021. Itis classified as a non-government company and is registered at the Registrar of Companies, Karnataka at Bangalore,
having its Registered Office at 8th Block, Jayanagar, (near Rajalakshmi Kalayan Mantap), No. 49, 46th Cross, Bengaluru
Bangalore KA 560071 IN under the Corporate Identification No. U85300KA2021NPL147906. CA India Foundation is a
wholly owned subsidiary of our Company.

The foundation focuses on social development areas like health, education, livelihood, environment and providing
humanitarian aids.

Associates

As on the date of this Draft Shelf Prospectus, our Company has no associates.
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Joint Venture
As on the date of this Draft Shelf Prospectus, our Company has no joint ventures.
Enterprises over which control is exercised by the Company

As on the date of this Draft Shelf Prospectus, our Company does not exercise control over any of the enterprises, other than
on its subsidiaries.
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Board of Directors

OUR MANAGEMENT

The general superintendence, direction and management of our affairs and business are vested in our Board of Directors.
which exercises its power subject to the Memorandum and Articles of Association of our Company and the requirements

of the applicable laws.

The composition of the Board is in conformity with Section 149 of the Companies Act, 2013 and the SEBI Listing
Regulations. It is governed by the Articles of Association of our Company and the relevant directions issued by the RBI.

The Articles of Association of our Company require us to have not less than 3 and not more than 15 Directors. As of the
date of this Draft Shelf Prospectus, we have six Directors on the Board, out of which one Director is Managing Director
and CEO, two Directors are Nominee Directors and three Directors are Independent Directors, including one women

director on the Board.

Details of Board of Directors as on the date of this Draft Shelf Prospectus:

Name, designation, and | Age Address Date of Other directorships
DIN (in Appointment/
years) Re-appointment
Udaya Kumar Hebbar 62 1001 / C-2, South City | Date of re- 1. Madura Micro Finance Limited
Apartments, Bannerghatta | appointment: 2. Alpha Micro Finance Consultants
Designation: Managing Road, Arekere Mico | June 26, 2020* Private Limited
Director and CEO Layout, Bangalore South,
Billekahalli, Bangalore,
DIN: 07235226 Karnataka — 560076, India
George Joseph 73 Flat No. 4A-1, Kent Glass | September 9, 1. Wonderla Holidays Limited
House Vyttila, Ernaculam, | 2015** 2.Popular Vehicles and Services
Designation: Chairman Kerala — 682019, India Limited
and Lead Independent 3. Madura Micro Finance Limited
Director
DIN: 00253754
Lilian Jessie Paul 52 Villa 1, Prestige Cedars 7, | September 16, 1. Royal Orchid Hotels Limited
Convent Road, Opposite 2020 2. Expleo Solutions Limited
Designation: Independent Golds Gym, Richmond 3. Icon Hospitality Private Limited
Director Town, Bangalore North, 4. Bajaj Consumer Care Limited
Bengaluru, Karnataka — 5.PB Fintech Limited
DIN: 02864506 560025, India 6. PolicyBazaar Insurance Brokers
Private Limited
7.Paul Writer Strategic Services
Private Limited
Manoj Kumar 57 Villa 180, Adarsh Palm October 30, 2019 | 1. Krishi Kalpa Foundation

Designation: Independent
Director

DIN: 02924675

Retreat, Lane 8, Phase 1,
Outer Ring Road, devara
Beesana Halli, Bangalore
—560 103

2. Foundation for Aerospace
Innovation Research and
Entrepreneurship

3. Uoft India Foundation

4. Society for Mumbai Incubation La
to Entrepreneurship Council

5. Sustain Plus Energy Foundation

6. Foundation for Innovation &
Research in Science and
Technology

7. Kanpur Flowercycling Private
Limited

8. Confluence for Health Action and
Transformation Foundation

9. Foundation for Innovation and
Social Entrepreneurship
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Name, designation, and | Age Address Date of Other directorships
DIN (in Appointment/
years) Re-appointment
10.Malgharia Advisors Private
Limited
11.Center for Cellular and Moleculaf
Platforms
12. Madura Micro Finance Limited
Massimo Vita 49 Polo Residept.3A, 20 Soi | July 25, 2017 1.PT Bina Artha Ventura
Polo, Wireless Road, 2.CAA-Bos Limited
Designation: Nominee Lumpini, Patumwan, 1033, 3.CAA Vietnam Trading Company
Director (Non-executive) Thailand Limited
4. CreditAcces Philippines Financing
DIN: 07863194 Company Inc.
5. MicroFinanza Rating S.R.L.
6.P.T. Konsultasi Mikro Ventura
7. Asia Impact S.G. Pte Ltd.
8. M.F.R. Credit Rating S.R.L.
(subsidiary of MicroFinanza Ratin
S.R.L.) - ltaly
Sumit Kumar 47 B-1/1501, World Spa, August 16, 2016 | 1. Olympus Capital Holdings Asia
Sector 30, Gurgaon, India Advisors Private Limited
Designation: Nominee Haryana — 122 001, India 2. Manak Waste management
Director (Non-executive) Private Limited
DIN: 07415525

*Mr.Udaya Kumar Hebbar was originally appointed as Managing Director w.e.f. July 15, 2015 and has been re-appointed as
Managing Director and CEO w.e.f. June 26, 2020.

**Mr. George Joseph was originally appointed as Independent Director on September 9, 2015 and has been appointed as Chairman
of the Board w.e.f. August 11, 2021.

Brief profile of the Directors of our Company

Udaya Kumar Hebbar

Udaya Kumar Hebbar is the Managing Director and Chief Executive Officer of our Company. He holds a bachelor’s
degree in commerce from the University of Mysore and a master’s degree in commerce from Karnatak University,
Dharwad. He is a certificated associate from the Indian Institute of Bankers and holds a diploma from Vanderbilt
University. He has served as the Head, Commercial and Branch Banking Operations at Barclays Bank PLC, Mumbai for
three years. He was also associated with ICICI Bank for over 11 years.

George Joseph

George Joseph is the Chairman and Independent Director of our Company. He holds a bachelor’s degree in commerce
from the University of Kerala. He is a certificated associate of the Indian Institute of Bankers. He has also completed a
banking diploma from the Institute of Bankers, London and is also an associate at the Institute of Bankers, London. He
retired as Chairman and Managing Director of Syndicate Bank. He was associated with Canara Bank for a period of over
36 years and resigned as General Manager in 2006.

Lilian Jessie Paul

Lilian Jessie Paul is an Independent Director of our Company. She has completed her degree of Bachelor of Engineering
in Computer Science and Engineering from Bharathidasan University, Tiruchirapalli and Post-Graduate Diploma in
Management from Indian Institute of Management, Calcutta. She was marketing manager of Infosys. She went on to be
Chief Marketing Officer of Wipro Technologies, she founded Paul Writer a marketing SE advisory firm that works with
global and Indian clients to maximise marketing impact through a combination of consulting, content, and community
management. Paul Writer runs a community of over 30,000 marketers.
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Manoj Kumar

Manoj Kumar is an Independent Director of our Company. He holds a bachelor’s degree in science from Kumaun
University and a master’s degree in Public Administration from Lucknow University. He has completed the 184th session
of the Advanced Management Program from the Harvard Business School. He was associated with Misys Software
Solutions (India) Private Limited for over eleven years and was elevated to the post of Vice President. He was also
associated with Tata Education and Development Trust as a senior advisor.

Massimo Vita

Massimo Vita is Nominee Director (Non-executive). He has been nominated by our Promoter, CreditAccess India N.V.,
on the Board of our Company. He holds a master’s diploma of 2nd level in development, innovation and change from
Bologna University in Bologna, Italy and a degree in economics and commerce from Verona University in Verona, Italy.
He also has a DEUF Diplome Francais from the Universite de J. Moulin and was a visiting student for the ERASMUS
Programme at University College of Dublin. He completed a three-year apprenticeship as a professional auditor as
certified by the Italian Ministero Della Giustizia in 2002. He was the Head of the Operation Support of CreditAccess
India (then known as CreditAccess Asia N.V.) for a period of almost two years. He was TA Field Expert for the TA
Facility of Regional MSME Investment Fund for Sub-Saharan Africa managed by Symbiotics SA for a period of four
years. He was also the Partner and board member of Microfinanza Srl. for a period of seven and a half years. He was also
associated with Arthur Andersen S.p.A. for a period of three years. He is currently the group chief risk officer for
CreditAccess SEA BV.

Sumit Kumar

Sumit Kumar is a Nominee Director (Non-executive) of our Promoter, CreditAccess India N.V., in our Company. He
holds a bachelor’s degree in textile technology from the Indian Institute of Technology, New Delhi and a post graduate
diploma in management from the Indian Institute of Management, Ahmedabad. He was previously associated with The
Boston Consulting Group Pte. Ltd. He has been associated with Olympus Capital for over 15 years.

Relationship between Directors

As on the date of this Draft Shelf Prospectus, none of our Directors are related to each other.

Remuneration of Directors

The terms of remuneration of the Managing Director and CEO are as below:

1. Udaya Hebbar Kumar

The following table sets forth terms of remuneration to Udaya Hebbar Kumar, Managing Director and Chief Executive
Officer, with effect from June 26, 2020, as approved by the Shareholders in the Annual General Meeting held on August
11, 2020 and further subsequent to his appointment as Managing Director, with effect from June 26, 2020, for a period
of three years extendable upto two years on mutual consent, by the Shareholders in the Annual General Meeting held on
August 11, 2020 his remuneration limits were revised by the Board of Directors and subsequently approved by the

members of the Company vide their resolution dated August 11, 2020.

For appointment as Managing Director and CEO:

Particulars Terms of remuneration
Period From June 26, 2020 to June 25, 2023, which is further extendable for two years till June 25, 2025
by mutual consent.
Remuneration | The annual remuneration and all other forms of compensation payable to Managing Director and
Chief Executive Officer will be approved by the Board of Directors, based on the recommendation
of the Nomination and Remuneration Committee.

The total remuneration payable shall not exceed 5% of the net profits of the Company for the year
and in case there are more than one Managing and/or Whole-time Director, then 10% of the net profits
of the Company for all of them taken together.
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Particulars Terms of remuneration

These would include (i) monthly salary, as may be decided by the Board; (ii) commission; and (iii)
perquisites, allowances and other benefits viz. housing, furnishing & repairs, security services, utility
allowances like gas, electricity, water, car & driver, insurance, leave travel concession for self and
family, medical reimbursement, club membership, telephone etc.

The Nomination & Remuneration Committee, at its meeting held on June 20, 2020 approved the key
performance indicators for Managing Director and Chief Executive Officer for Fiscal 2020-21, and
their linkage to the annual performance bonus payable to him being ¥ 0.65 crore.

The following table sets forth all compensation recorded by our Company to the Managing Director and CEO during the
current year and Fiscals 2022, 2021 and 2020:

Details of remuneration paid to the Executive Directors during current year, and the Fiscals 2022, 2021 and 2020 by our
Company:
(Rin crore)

Name of Director Current year (till For Fiscal 2022 For Fiscal 2021 For Fiscal 2020
June 30, 2022)

Salary |Perquisites |Salary |Perquisites | Salary |Perquisites | Salary |Perquisites
Udaya Kumar Hebbar 0.58 - | 277 3.12 | 214 1.03 | 1.97% 5.14
Ram Diwakar Boddupalli * | N. A -1 N.A - | 0.88* 0.24 | 1.30* 2.48

* Ram Diwakar Boddupalli has resigned with effect from November 6, 2020
#Inclusive of bonus

No remuneration has been paid to the Directors for the current year and Fiscals 2022, 2021 and 2020 by our subsidiaries
and associates.

Remuneration of Non-Executive Directors

The Nominee Directors (Non-executive) are paid remuneration by way of sitting fees. No commission will be paid to
them.

Our Company pays sitting fees per meeting to the Nominee Directors, for attending the meetings of the Board and
Committees thereof. The following table sets forth all compensation recorded by our Company to the Nominee Directors
during the current year and Fiscals 2022, 2021 and 2020:

Name of Director Current year (till For Fiscal 2022 For Fiscal 2021 For Fiscal 2020
June 30, 2022)
Commission | Sitting |Commission*| Sitting |(Commission| Sitting [Commission| Sitting
Fees Fees Fees Fees
Massimo Vita N.A. 0.03 N.A. 0.08 N.A. 0.07 N.A. 0.01
Sumit Kumar N.A. 0.02 NA. 0.06 N.A. 0.05 N.A. 0.02

Remuneration of Independent Directors
The Independent Directors are paid remuneration by way of sitting fees and commission.

Our Company pays sitting fees per meeting to the Independent Directors for attending the meetings of the Board and
Committees thereof, as under:

Board Committees
Particulars Chairman | Members Chairman | Members
Full Board Meetings
Physical / Electronic Participation | 1,00,000 | 75,000 | 75,000 | 50,000
Shorter Notice/Special Purpose Meetings
Physical / Electronic Participation | 50,000 | 40,000 | 35,000 | 25,000

The Independent Directors are paid commission ranging between a minimum of 15 lakhs and a maximum of 325 lakhs
per director, per year.
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The following table sets forth all compensation recorded by our Company to the Independent Directors during the current
year and Fiscals 2022, 2021 and 2020:

(< in crore)
Name of Director For June 30, 2022 For Fiscal 2022 For Fiscal 2021 For Fiscal 2020

Commission| Sitting [Commission| Sitting {Commission| Sitting [Commission| Sitting

Fees Fees Fees Fees
M N Gopinath* NA NA NA NA NA NA 0.08 0.01
Anal Jain# NA NA NA NA 0.03 0.03 0.06 0.04
Prabha Raveendranathan” NA NA NA NA 0.08 0.06 0.08 0.08
George Joseph Nil 0.03 0.25| 0.099 0.12 0.09 0.07 0.07
Sucharita Mukherjee Nil 0.01 0.17 0.06 0.08 0.04 0.05 0.02
Manoj Kumar Nil 0.02 0.20 0.09 0.10 0.08 0.07 0.01
Lilian Jessie Paul Nil 0.02 0.16 0.05 0.06 0.03 - -

* M N Gopinath has resigned with effect from October 29, 2019
# Anal Jain has resigned with effect from June 25, 2020
" Prabha Raveendranathan has ceased to be a Director with effect from November 3, 2020

Other understandings and confirmations

No Director of our Company is a director or is otherwise associated in any manner with, any company that appears in the
list of the vanishing companies as maintained by the Ministry of Corporate Affairs, wilful defaulter list as categorized by
the RBI or Export Credit Guarantee Corporation of India Limited or any other regulatory or governmental authority
and/or bank or financial institutions.

None of our Directors is, or was, a director or person in control of any company which has been or was delisted from any
recognised stock exchange within a period of ten years preceding the date of this Draft Shelf Prospectus, in accordance
with Chapter V of the SEBI (Delisting of Equity Shares) Regulations, 2021.

None of our Directors are in default of payment of interest or repayment of principal amount in respect of debt securities
issued to the public, for a period of more than six-months.

We also confirm that none of our Directors is restrained or prohibited or debarred from accessing the securities market
or dealing in securities by the Board. Further, none of our Directors is a promoter or director of another company which
is debarred from accessing the securities market or dealing in securities by SEBI.

None of our Directors have committed any violation of securities laws in the past and no proceedings in such regard by
SEBI or, RBI are pending against any of our Directors.

No Director of our Company is a fugitive economic offender, as defined in the SEBI NCS Regulations.

We confirm that the PAN of the Directors of the Company has been submitted to the Stock Exchanges at the time of
filing this Draft Shelf Prospectus.

Borrowing Powers of the Board:

Pursuant to a special resolution passed by the shareholders of our Company on July 30, 2021 in accordance with
provisions of 180(1)(c) of the Companies Act, 2013 and other applicable provisions and rules made thereunder, the Board
has been authorised to borrow, from time to time such sums of money as they may deem necessary for the purpose of the
business of our Company, which together with the monies already borrowed by our Company (apart from temporary
loans obtained from our Company’s bankers in the ordinary course of business), may exceed at any time, the aggregate
of the paid-up capital of our Company and its free reserves (that is to say, reserves, not set apart for any specific purposes)
and securities premium account of the Company, provided that the total amount upto which monies may be borrowed by
the Board of Directors shall not exceeding X 20,000 crore at any time.

The aggregate value of the NCDs offered under this Draft Shelf Prospectus, together with the existing borrowings of the
Company, is within the approved borrowing limits as abovementioned.
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Interest of the Directors:
As on the date of the Draft Shelf Prospectus, none of our Directors are interested in the promotion of the Company.

All the Directors of our Company, including our Independent Directors, may be deemed to be interested to the extent of
fees, if any, payable to them for attending meetings of the Board or a Committee thereof as well as to the extent of other
remuneration and reimbursement of expenses payable to them. All the Independent Directors of our Company are entitled
to sitting fees for attending every meeting of the Board or a Committee thereof, and a commission as may be paid with
the approval of the shareholders of the Company. Managing Director and CEO is interested to the extent of remuneration
paid for services rendered / ESOP granted, if any, as an officer or employee of our Company.

All the directors of our Company, including independent directors, may also be deemed to be interested to the extent of
Equity Shares, if any, held by them or by companies, firms and trusts in which they are interested as directors, partners,
members or trustees and also to the extent of any dividend payable to them and other distributions in respect of the said
Equity Shares.

The Directors may be deemed to be interested in the contracts, agreements/arrangements entered into or to be entered
into by our Company with any company in which they hold directorships or any partnership firm in which they are
partners as declared in their respective declarations. Except as otherwise stated in this Draft Shelf Prospectus, statutory
registers maintained by our Company in this regard and with MMFL, our Company has not entered into any contract,
agreements or arrangements during the preceding two years from the date of this Draft Shelf Prospectus in which the
directors are interested directly or indirectly and no payments have been made to them in respect of these contracts,
agreements or arrangements which are proposed to be made with them. None of our Company’s Directors have taken
any loan from our Company.

As of the date of this Draft Shelf Prospectus, except as disclosed in the Section “Related Party Transactions” on page
183 none of our Directors may be deemed to be interested to the extent of consideration received/paid or any loans or
advances provided to any body-corporate, including companies, firms, and trusts, in which they are interested as directors,
members, partners or trustees.

None of our Directors are interested in their capacity as a member of any firm or company and no sums have been paid
or are proposed to be paid to any Director or to such firm of company in which he is interested, by any person, in cash or
shares or otherwise, either to induce them to become, or to help them qualify as a director, or otherwise for services
rendered by him or by such firm or company, in connection with the promotion or formation of our Company.

No contribution has been made by the directors as part of the Issue or separately in furtherance of the Objects of the Issue

None of our Directors’ relatives have been appointed to an office or place of profit of our Company.

Except as disclosed hereinabove and under the section titled “Risk Factors” on page 17, the Directors do not have an
interest in any venture that is involved in any activities similar to those conducted by our Company.

Except as stated in the sections titled “Related Party Transactions” on page 183 and to the extent of compensation and
commission if any, and their shareholding in our Company, our Directors do not have any other interest in our business.

Our Directors have no interest in any immovable property acquired or proposed to be acquired by our Company in the
preceding two years of filing this Draft Shelf Prospectus with BSE and NSE nor do they have any interest in any
transaction regarding the acquisition of land, construction of buildings and supply of machinery, etc. with respect to our
Company.

No benefit/interest will accrue to our Promoters/Directors out of the objects of the issue.

Debenture / Subordinated Debt holding of Directors:

As on June 30, 2022, none of the Directors of our Company hold any debentures / subordinated debt issued by our
Company.
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Details of change in Directors of our Company during last three years preceding the date of this Draft Shelf

Prospectus:
Name of Director, Date of Date of cessation, if | Date of resignation, Remarks
Designation and DIN Appointment applicable if applicable
M. N. Gopinath, September 09, 2015 | - October 29, 2019 Resignation

Chairman and Independent
Director

DIN: 00396196

Manoj Kumar,
Independent Director

DIN: 02924675

October 30, 2019

Appointment

Anal Kumar Jain,
Independent Director

DIN: 01239653

January 27, 2011

- June 25, 2020

Resignation

Lilian Jessie Paul,
Independent Director

DIN: 02864506

September 16, 2020

Appointment

Prabha Raveendranathan,
Independent Director

DIN: 01828812

January 27, 2011

November 3, 2020 | -

Cessation

Ram Diwakar Boddupalli,
Director Finance and CFO

DIN: 02775640

June 14, 2019

- November 6, 2020

Resignation

Paolo Brichetti,
Chairman, Nominee Director

DIN: 01908040

July 30, 2021 -

Cessation

Sucharita Mukherjee,
Independent Director

DIN: 02569078

September 11, 2017

September
2022

10, | -

Cessation

Shareholding of Directors as on the date of this Draft Shelf Prospectus:

As on June 30, 2022, the shareholding of our Directors in our Company is as follows:

Sr. Name of the Director, No. of Equity Shares Number of Stock % of total Equity

No. Designation and DIN of ¥ 10 each Options Outstanding Shares of our Company
3. Udaya Kumar Hebbar 2,24,500 4,77,500 0.14
4. George Joseph 1,000 - 0.00 (Negligible)

Shareholding of Directors in Subsidiaries, including details of qualification shares held by Directors as on the date of

this Draft Shelf Prospectus:

As on the date of this Draft Shelf Prospectus, none of the Directors have shareholding in any of the Subsidiaries.

Key Managerial Personnel of our Company:

Provided below are the details of the Key Managerial Personnel of our Company, other than our Managing Director and
CEOQ, as of the date of this Draft Shelf Prospectus.
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Mahadev Prakash Jayakumar Matada, Head - Compliance, Legal & Company Secretary (Appointed w.e.f.
January 22, 2020)

Mahadev Prakash Jayakumar Matada is the Head - Compliance, Legal & Company Secretary of our Company. He holds
a bachelor’s degree in business management from the University of Mysore and a bachelor’s degree in law from
Karnataka State Law University. He also holds a Master’s degree in Commerce from Karnataka State Open University
and a Master’s degree in business laws from National Law School of India University, Bangalore. He is an associate
member of the Institute of Company Secretaries of India, New Delhi. He was previously associated with Ernst and Young,
J. Sagar Associates, Janalakshmi Financial Services (now Jana Small Finance Bank), RMZ Corporation, BPL Limited,
and Bal Pharma Limited.

S Balakrishna Kamath, Chief Financial Officer (Appointed w.e.f. November 7, 2020)

S Balakrishna Kamath is the Chief Financial Officer of our Company. He has about 30 years of experience in finance,
treasury, fundraising, corporate governance, and compliance functions. He has held various leadership positions
throughout his career from 1993 to 2020 across various industries, including Tata Group covering the Indian and global
markets. Prior to joining our Company, he held the position of ‘CFO and Compliance Officer’ in Tata Capital Housing
Finance Ltd., Mumbai. He is a member of the Institute of Chartered Accountant of India and the Institute of Company
Secretaries of India.

Ganesh Narayanan, Deputy CEO (appointed w.e.f July 1, 2021) and Chief Business Officer (appointed w.e.f. July
1, 2020)

Ganesh Narayanan is the deputy Chief Executive Officer and the Chief Business Officer of our Company. He holds a
bachelor’s degree in electronics from Bharathiar University, Faculty of Science and a master’s degree in management
from Bharathiar University, Faculty of Social Sciences. He has over 23 years of experience in strategic planning. He has
worked with Yes Bank for a decade as Group President and Deputy National Head — Indian Financial Institutions
Banking, heading multiple business segments. During his stint at Fullerton India, he played an instrumental role in starting
the microfinance business as the Vice-President — Rural Markets. He has also been associated with ICICI Bank.

As on the date of this Draft Shelf Prospectus, all of the Key Managerial Personnel of our Company are the permanent
employees of our Company.

Relationship with other Key Managerial Personnel

None of our Key Managerial Personnel are related to each other.

Interests of Key Managerial Personnel

Except to the extent of remuneration or benefits to which they are entitled to as per their terms of appointment
reimbursement of expenses incurred by them during the ordinary course of business and equity shares held by them along

with vested ESOP options, the Key Managerial Personnel of the Company do not have any interest in the Company.

Compensation to Key Managerial Personnel
(< in crore)

Name of KMP As on June 30, 2022 For Fiscal 2022 For Fiscal 2021 For Fiscal 2022
Ganesh Narayanan 0.52 1.55 NA NA
M.J. Mahadev Prakash 0.15 0.58 0.42 0.12
Balakrishna Kamath 0.28 1.08 1.04 NA

Equity Shares held by Key Managerial Personnel

Name of KMP

Numbers of Shares

Employee Stock Options

Percentage of Shareholding in %

Held Outstanding
Ganesh Narayanan 3,625 78,125 0.00% (Negligible)
Balakrishna Kamath 1,850 51,150 0.00% (Negligible)
M.J. Mahadev Prakash 500 23,400 0.00% (Negligible)

Corporate Governance

We are in compliance with the requirements in relation to the composition of the Board of Directors and constitution of
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Committees such as Audit Committee, Nomination and Remuneration Committee, Corporate Social Responsibility
Committee, Stakeholders’ Relationship Committee and Risk Management Committee as mandated under the Companies
Act, 2013 and the SEBI Listing Regulations.

Details of various Committees of the Board:

Audit Committee:

The Audit Committee was last reconstituted vide a resolution passed by the Board on September 10, 2022. As on the date
of this Draft Shelf Prospectus, it comprises of:

Name Designation on Committee Designation
George Joseph Chairman Independent Director
Massimo Vita Member Nominee Director (Non-executive)
Manoj Kumar Member Independent Director

The Audit Committee oversees the financial reporting process and reviews, with the Management, the financial
statements to ensure that the same are correct and credible. The Audit Committee has the ultimate authority and
responsibility to select and evaluate the Independent Auditors in accordance with the law. The Audit Committee also
reviews performance of the statutory auditors, the Internal Auditors, adequacy of the internal control system and Whistle-
blower mechanism.

The broad terms of reference of the Audit Committee are:

a. Overseeing the Company’s financial reporting process and disclosure of its financial information to ensure that the
financial statement is correct, sufficient and credible;

b. Recommending to the Board, the appointment, re-appointment, and replacement, remuneration, and terms of
appointment of the statutory auditor and the fixation of audit fee;

c. Reviewing and monitoring the auditor’s independence and performance and the effectiveness of audit process;

d. Approving payments to the statutory auditors for any other services rendered by statutory auditors;

e. Reviewing with the management, the annual financial statements and auditor’s report thereon before submission to
the Board for approval, with particular reference to:

i. Matters required to be stated in the Director’s responsibility statement to be included in the Board’s report in
terms of Section 134(3)(c) of the Companies Act, 2013;

ii. Changes, if any, in accounting policies and practices and reasons for the same;

iii. Major accounting entries involving estimates based on the exercise of judgment by management;

iv. Significant adjustments made in the financial statements arising out of audit findings;

v. Compliance with listing and other legal requirements relating to financial statements;

vi. Disclosure of any related party transactions; and

vii. Qualifications and modified opinions in the draft audit report

f.  Reviewing with the management, the quarterly, half-yearly and annual financial statements before submission to the
Board for approval;

Scrutiny of inter-corporate loans and investments;

Valuation of undertakings or assets of the Company, wherever it is necessary;

Evaluation of internal financial controls and risk management systems;

Approval or any subsequent modification of transactions of the Company with related parties;
Explanation: The term “related party transactions ” shall have the same meaning as provided in Clause 2 (zc) of the
SEBI Listing Regulations and/or the applicable Accounting Standards and/or the Companies Act, 2013.

k. Reviewing with the management, the statement of uses/application of funds raised through an issue (public issue,
rights issue, preferential issue, etc.), the statement of funds utilized for purposes other than those stated in the
offer document/prospectus/notice and the report submitted by the monitoring agency monitoring the utilization of
proceeds of a public or rights issue, and making appropriate recommendations to the Board to take up steps in this
matter;

Approving or subsequently modifying transactions of the Company with related parties;

Evaluating undertakings or assets of the Company, wherever necessary;

Establishing a vigil mechanism for directors and employees to report their genuine concerns or grievances;
Reviewing, with the management, the performance of statutory and internal auditors and adequacy of the internal
control systems;

o a
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Reviewing the adequacy of internal audit function, if any, including the structure of the internal audit department,
staffing and seniority of the official heading the department, reporting structure coverage and frequency of internal
audit;

Discussion with internal auditors on any significant findings and follow up thereon;

Reviewing the findings of any internal investigations by the internal auditors into matters where there is suspected
fraud or irregularity or a failure of internal control systems of a material nature and reporting the matter to the Board;
Discussion with statutory auditors before the audit commences, about the nature and scope of audit as well as post-
audit discussion to ascertain any area of concern;

Looking into the reasons for substantial defaults in the payment to debenture holders, shareholders (in case of non-
payment of declared dividends) and creditors;

Approval of appointment of the chief financial officer (i.e., the whole-time Finance Director or any other person
heading the finance function or discharging that function) after assessing the qualifications, experience and
background, etc. of the candidate;

Reviewing the functioning of the whistle blower mechanism, in case the same is existing;

Carrying out any other functions as provided under the Companies Act, the Listing Regulations and other applicable
laws; and

To formulate, review and make recommendations to the Board to amend the Audit Committee charter from time to
time.

Asset Liability Management Committee:

The Asset Liability Management Committee was last reconstituted vide a resolution passed by the Board on August 11,
2021. As on the date of this Draft Shelf Prospectus, it comprises of:

Name Designation on Committee Designation
Udaya Kumar Hebbar Chairman Managing Director and CEO
George Joseph Member Independent Director
Sumit Kumar Member Nominee Director (Non-executive)
Massimo Vita Member Nominee Director (Non-executive)
Balakrishna Kamath Member Chief Financial Officer

The functions of the ALM Committee include addressing concerns regarding asset liability mismatches, interest rate risk
exposure, and achieving optimal return on capital employed while maintaining acceptable levels of risk including and
relating to liquidity, market and operational aspects and adhering to the relevant policies and regulations.

Nomination and Remuneration Committee:

The Nomination and Remuneration Committee was last reconstituted vide a resolution passed by the Board on September
10, 2022. As on the date of this Draft Shelf Prospectus, it comprises of:

Name Designation on Committee Designation
Manoj Kumar Chairman Independent Director
Lilian Jessie Paul Member Independent Director
Massimo Vita Member Nominee Director (Non-executive)

The broad terms of reference of the Nomination and Remuneration Committee are:

o

Formulate the criteria for determining qualifications, positive attributes and independence of a director and
recommend to the Board a policy, relating to the remuneration of the directors, key managerial personnel and other
employees;

Formulation of criteria for evaluation of independent directors and the Board,;

Devising a policy on Board diversity;

Identify persons who are qualified to become directors or who may be appointed in senior management in accordance
with the criteria laid down, recommend to the Board their appointment and removal and shall carry out evaluation
of every director’s performance. The Company shall disclose the remuneration policy and the evaluation criteria in
its annual report;

Analysing, monitoring and reviewing various human resource and compensation matters;

Determining the Company’s policy on specific remuneration packages for executive directors including pension
rights and any compensation payment, and determining remuneration packages of such directors;

Determine compensation levels payable to the senior management personnel and other staff (as deemed necessary),

175



which shall be market-related, usually consisting of a fixed and variable component;

Reviewing and approving compensation strategy from time to time in the context of the then current Indian market
in accordance with applicable laws;

Perform such functions as are required to be performed by the compensation committee under the Securities and
Exchange Board of India (Share Based Employee Benefits) Regulations, 2014, including the following:

i. administering the GKFSPL Employee Stock Option Plan-2011 (the “Plan”);
ii. determining the eligibility of employees to participate under the Plan;
iii. granting options to eligible employees and determining the date of grant;
iv. determining the number of options to be granted to an employee;
v. determining the exercise price under of the Plan; and
vi. construing and interpreting the Plan and any agreements defining the rights of the Company and eligible
employees under the Plan, and prescribing, amending and/or rescinding rules and regulations relating to the
administration of the Plan.
Framing suitable policies and systems to ensure that there is no violation of securities laws, by an employee of any
applicable laws in India or overseas, including:
i. The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015; and
ii. The Securities and Exchange Board of India (Prohibition of Fraudulent and Unfair Trade Practices relating to
the Securities Market) Regulations, 2003;
Determine whether to extend or continue the term of appointment of the independent director, on the basis of the
report of performance evaluation of independent directors; and
Perform such other activities as may be delegated by the Board of Directors and/or are statutorily prescribed under
any law to be attended to by such committee.”

Stakeholder’s Relationship Committee:

The Stakeholders’ Relationship Committee was last reconstituted vide a resolution passed by the Board on September
10, 2022. As on the date of this Draft Shelf Prospectus, it comprises of:

Name Designation on Committee Designation
George Joseph Chairman Independent Director
Sumit Kumar Member Nominee Director (Non-executive)
Udaya Kumar Hebbar Member Managing Director and CEO

The broad terms of reference of the Stakeholder’s Relationship Committee are:

a.

Redressal of grievances of shareholders, debenture holders and other security holders, including complaints related
to the transfer of shares, including non-receipt of share certificates and review of cases for refusal of
transfer/transmission of shares and debentures, non-receipt of balance sheet, non-receipt of declared dividends, non-
receipt of annual reports, etc. and assisting with quarterly reporting of such complaints;

To oversee grievances/ complaints received from clients

Allotment of shares and debentures, approval of transfer or transmission of shares, debentures or any other securities;
Dematerialisation of shares and re-materialisation of shares, issue of duplicate certificates and new certificates on
split/consolidation/renewal;

Non-receipt of declared dividends, balance sheets of the Company, annual report or any other documents or
information to be sent by the Company to its shareholders;

Overseeing the performance of the registrars and transfer agents of our Company and to recommend measures for
overall improvement in the quality of investor services; and

Carrying out any other function as prescribed under the Listing Regulations, Companies Act, 2013 and the rules and
regulations made thereunder, each as amended or other applicable law.”

Risk Management Committee:

The Risk Management Committee was last reconstituted vide a resolution passed by the Board on August 11, 2021. As
on the date of this Draft Shelf Prospectus, it comprises of:

Name Designation on Committee Designation
Massimo Vita Chairman Nominee Director (Non-executive)
George Joseph Member Independent Director
Udaya Kumar Hebbar Member Managing Director and CEO
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Name Designation on Committee Designation
Sumit Kumar Member Nominee Director (Non-executive)

The scope of the Risk Management Committee includes the references made under the SEBI Listing Regulations, and
the RBI Regulations.

The terms of reference of the Risk Management Committee are:

a. To assess the Company’s risk profile and key areas of risk in-particular

b. To examine and determine the sufficiency of the Company’s internal process for reporting on and managing key risk
areas,

c. Todevelop and implement a risk management framework and internal control system;

d. To assess the changes in the Company’s risk profile, and assess specific risks and also adequacy of the risk
management process;

e. To examine and determine the sufficiency of the Company’s internal processes for reporting on and managing key
risk areas.

Corporate Social Responsibility and Environment, Social and Governance Committee:

The Corporate Social Responsibility and Environment, Social and Governance Committee was last reconstituted vide a
resolution passed by the Board on August 11, 2021. As on the date of this Draft Shelf Prospectus, it comprises of:

Name Designation on Committee Designation
Udaya Kumar Hebbar Chairman Managing Director and CEO
Manoj Kumar Member Independent Director
Massimo Vita Member Nominee Director (Non-executive)
Lilian Jessie Paul Member Independent Director

The functions of the Committee include formulation and monitoring of CSR Policy, recommending CSR Projects and
budgets thereof, review of CSR initiatives undertaken/ to be undertaken by the Company and to do such other things as
directed by the Board and in compliance with the applicable laws.

The terms of reference, powers, quorum, and other matters in relation to the Corporate Social Responsibility Committee
will be as per Section 135 of the Companies Act, 2013 and the applicable rules thereunder.

IT Strategy Committee:

The IT Strategy Committee was last reconstituted vide a resolution passed by the Board on June 17, 2022. As on the date
of this Draft Shelf Prospectus, it comprises of:

Name Designation on Committee Designation
Manoj Kumar Chairman Independent Director
Sumit Kumar Member Nominee Director (Non-executive)
Udaya Kumar Hebbar Member Managing Director and CEO
Lilian Jessie Paul Member Independent Director
Sudesh Puthran Member Chief Technology Officer
Ravi Rathinam Member Chief Information Security Officer

The functions of the IT Committee include approval of IT strategies and policy documents, to ascertain whether the
company’s management has implemented processes / practices which ensure that IT delivers value to business, that the
budgets allocated vis-a-vis IT investments are commensurate, monitor the method adopted to ascertain the IT resources
needed to achieve strategic goals of the Company and to provide high-level directions for sourcing and use of IT
resources.

Executive, Borrowings & Investment committee (“EBI Committee )

The EBI Committee was last reconstituted vide a resolution passed by the Board on August 11, 2021. As on the date of
this Draft Shelf Prospectus, it comprises of:
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Name

Designation on Committee

Designation

Udaya Kumar Hebbar

Chairman

Managing Director and CEO

Manoj Kumar

Member

Independent Director

Balakrishna Kamath

Member

Chief Financial Officer

The broad terms of reference of the EBI Committee are:

a.

To borrow money or avail credit facilities in any form whatsoever, up to the amount as approved by the
Shareholders, from either domestic or international lenders, denominated either in Indian Rupees or any other
foreign currency, as may be required from time to time and to do such acts, deeds and things as may be considered
necessary by the Committee to avail the said loans, which includes creation of security, execution of derivative
transactions and agreements for loan, creation of security, hedging, filing of charge documents with authorities,
execute, modify charge and any other related documents with lenders and other counter parties, whether with or
without affixation of common seal of the Company, and to determine any terms in respect thereof from time to
time;

to issue securities for raising debt (including without limitation, non-convertible debentures including amendments
/ modifications to the issuances made in the past (whether (i) subordinated, (ii) listed or unlisted, (iii) senior secured,
(iv) senior unsecured, (v) unsecured, (vi) any others (as may be determined, including any covered debentures and
market linked debentures) and commercial papers (whether listed or unlisted)) (“Debentures”) and which may or
may not be rated (as may be determined), of such face value as may be determined up to the aggregate amount
determined by the Board of Directors from time to time, and to determine any terms and conditions in respect
thereof including the security, rate of interest, tenure and other terms and conditions and to accept any amendments,
modifications, variations or alterations thereto, to make the allotment of the Debentures and the redemption of the
Debentures on maturity or early redemption or conditional redemption, if any, from time to time;

collateralising/ securing the amounts to be raised pursuant to any tranche/issue of Debentures together with all
interest and other charges thereon (within such time period, at such ranking/priority and up to such limits and
security cover as may be agreed) by one or more of the following (i) hypothecation of certain identified loans/book
debts (and/or other assets) of the Company, and/or (ii) such other security or contractual comfort as may be required
in terms of the issuance of any tranche/issue of the Debentures, and (if so required in respect of any covered
debentures) assigning/transferring such assets of the Company (including the loan receivables/book debts of the
Company) and providing contribution(s) to such person(s) as may be determined, and up to such thresholds and
limits as may be required pursuant to the terms of any tranche/issue of the Debentures, and to determine any terms
in respect thereof from time to time;

to do all acts, deeds, matters and things, as may be necessary for securing the amounts and the interest thereon
including but not limited to sign and execute the necessary deeds, purchase agreements, other agreements and other
papers and documents; to file application, appeal, affidavit, addendum, corrigendum or such other documents with
Central Government/ Regional Director or such other Statutory/ Regulatory Authorities as may be required for
condonation with regard creation, filing, registration and perfection of security documents and also to authorise the
various persons for the said purposes;

to appoint and enter into arrangements with one or more Debenture Trustees, Credit Rating Agency(ies), Brokers,
Registrar and Transfer Agents, if any, and other agencies or persons or intermediaries required for the issue of
securities and to negotiate and finalise the terms of their appointment, including but not limited to changing and/or
substituting any one or more of the above agencies, execution of the Mandate Letters, negotiation, finalisation and
execution of the Debenture Trust Deed, Memorandum of Understanding/Agreements with various intermediaries;

to remunerate aforesaid agencies including the payment of commissions, brokerage, fees etc.;

assigning/transferring such assets of the Company (including the loan receivables/book debts of the Company) in
respect of any direct assignment or securitisation transaction that the Company is party to as an originator and to
determine, agree and finalise the terms of any direct assignment or securitisation transaction that the Company is
party to, and to determine any terms in respect thereof from time to time;

to approve the preliminary as well as the final Shelf Information Memorandum / Offer Document / Draft
Prospectus/ Draft Shelf Prospectus / Shelf Prospectus / Tranche Prospectus(es) / Term Sheet / Supplementary
Information Memorandum / other agreements / deeds and documents, as may be required or desirable for the
proposed issue of debt securities;
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to invest funds of the Company, and to determine any terms in respect thereof from time to time;
to issue debenture certificate(s)/allotment advice cum intimation, credit the Debentures to the beneficiary accounts;

approval of the Reformatted Financial Statements along with the examination reports, notes, schedules, annexures,
Special Purpose Unaudited Financial Statements/Limited Review Financial Statements/ Condensed Financial
Statements or such other format of Financial Statements of the Company as may be required from time to time;

to lend money, and to determine any terms in respect thereof from time to time;

to open, operate and close of the bank accounts, demat accounts, escrow accounts with Scheduled Commercial
Banks, Institutions or Agencies of the Company;

admission of the NCDs in dematerialise mode with National Securities Depository Limited (NSDL) and Central
Depository Services (India) Limited (CDSL) and to sign agreements and/or such other documents, as may be
required with NSDL, CDSL and such other agencies, authorities or bodies, as may be required in this connection;

to make applications to BSE Limited and / or National Stock Exchange of India Limited and / or any stock exchange
for listing of the NCDs, accepting any alterations/modifications in the said applications and to execute and to deliver
or arrange the delivery of necessary documentation to the concerned Stock Exchange(s);

to authorise any Director, Key Managerial Personnel and others to sign and execute the above documents, Debenture
Trust Deed, agreements, deeds, documents and other necessary papers to be executed with aforesaid intermediaries,
agencies, parties, etc., for and on behalf of the Company together with the authority to vary, amend or modify the
same as such authorised person may consider necessary, desirable or expedient in the interest of the Company and
for the aforesaid purpose, to give such declarations, affidavits, certificates, etc. as such authorised person deem fit
and to do all acts, deeds, matters and things, as may be necessary;

to settle all questions, difficulties or doubts that may arise in regard to such issues or allotment as it may, in its
absolute discretion deem fit;

any other matter as may be specified by the Board from time to time.

179



OUR PROMOTER

The Promoter of our Company is:
CreditAccess India N.V. (formerly, CreditAccess Asia N.V.)

Registered office: Strawinskylaan 1043, tower C-10, 1077 XX Amsterdam
Date of Incorporation: March 20, 2014

Place of Registration: Chamber of Commerce in Amsterdam
Registration number: 60281758

PAN: AAJCM2225K

As on June 30, 2022, our Promoter holds 11,51,09,028 Equity Shares equivalent to 73.82% of the Equity Share capital
of our Company.

Profile of our Promoter

CreditAccess India N.V. (formerly, CreditAccess Asia N.V.)

CreditAccess India N.V. is a company with limited liability governed by the laws of the Netherlands, having its corporate
seat in Amsterdam, the Netherlands, registered with the Commercial Register of the Dutch Chamber of Commerce under
number 60281758 (“CAl”). CAI’s (the “Articles of Association”) were most recently amended and partly restated by
notarial deed of legal demerger executed on January 24, 2020 (the “Demerger Deed”) which amendment became
effective as of January 25, 2020. As a consequence of the amendment of the Articles of Association to the Demerger
Deed, CAI’s name has been changed into CreditAccess India N.V from CreditAccess Asia N.V.

Our Promoter is a multinational company specializing in MSE financing (micro and small enterprise financing) backed
by institutional investors.

Other Ventures:

Our Promoter continuously looks at opportunities to provide financial services to Indian families through suitable
ventures and partnerships in order to fulfil its ambition to be the trusted partner of 10 million rural under-banked families
in India. Our Promoter has investments in our Company, our Subsidiaries and Promoter Group entities as listed below in
“- Promoter Group” on page 182.

Board of Directors of CAl

Sr. No. Name of Director Designation
1. Francesco Moccagatta Chairman-Independent
2. Paolo Brichetti Non-Executive Director
3. B.R. Diwakar Executive Director
4. Daniel Mintz Non-Executive Director
5. Michael Atzwanger Non-Executive Director
6. Federico Carini Non-Executive Director
7. Benedetta Corazza Non-Executive Director-Independent
8. Koen Slobbe Non-Executive Director
9. Stefania Petruccioli Non-Executive Director-Independent

Shareholding Pattern of CAl as on June 30, 2022

Name of shareholder Number of Shares %
Olympus ACF Pte. Ltd. 70,59,917 15.40%
Asian Development Bank 40,16,871 8.76%
Asia Impact Invest SA 40,15,869 8.76%
Conferenza Episcopale Italiana 37,26,380 8.13%
249 other Shareholders holding less than 5% 2,70,21,531 58.95%
Total 4,58,40,568 100.00%
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Other understanding and confirmations

Our Company confirms that the Permanent Account Number and Bank account number of the Promoter and Permanent
Account Number of Directors have been submitted to the Stock Exchanges at the time of filing this Draft Shelf
Prospectus.

Our Promoter has confirmed that neither it nor its directors have been identified as Wilful Defaulters by the RBI or any
other governmental authority and is not a Promoter or a whole-time director of any such company which has been
identified as a Wilful Defaulter by the RBI or any other governmental authority or which has been in default of payment
of interest or repayment of principal amount in respect of debt securities issued by it to the public, if any, for a period of
more than six months. Further, no members of our Promoter Group have been identified as Wilful Defaulters.

Our Promoter has not been declared as a fugitive economic offender.

No violation of securities laws has been committed by our Promoter in the past and no regulatory action before SEBI or
RBI is currently pending against our Promoter except as disclosed in section titled “Outstanding Litigations” on page
445,

Our Promoter, was not a promoter, director or person in control of any company which was delisted within a period of
ten years preceding the date of this Draft Shelf Prospectus, in accordance with Chapter V of the SEBI Delisting
Regulations.

Our Promoter and Promoter Group is not restrained or debarred or prohibited from accessing the capital markets or
restrained or debarred or prohibited from buying, selling, or dealing in securities under any order or directions passed for
any reasons by the SEBI or any other authority or refused listing of any of the securities issued by any such entity by any
stock exchange in India or abroad and are not promoters, directors or person in control of any other company which is
prohibited from accessing or operating in capital markets under any order or direction passed by SEBI or any other
regulatory or governmental authority.

No benefit or interest will accrue to our Promoters out of the objects of the Issue.

Common pursuits of our Promoter

Our Promoter and/ or its affiliates have invested or may invest in other companies globally, engaged in similar businesses,
thereby giving rise to a conflict of interest and accordingly, there are certain common pursuits between the Promoter and
our Company. Our Company currently does not see this as a conflict of interest situation and will adopt necessary
procedures and practices as permitted by law and regulatory guidelines to address any conflict situations as and when
they arise. For more details, please see section titled “Risk Factors” on page 17.

Interest of our Promoter in our Company

Except as stated under the chapter titled “Related Party Transactions” beginning on page 183, and to the extent of their
shareholding in our Company, our Promoter does not have any other interest in our Company’s business.

Further as on June 30, 2022, our Promoter has not guaranteed/secured any bank facilities sanctioned by our Company.
Our Promoter does not intend to subscribe to this Issue.

Our Promoter has no financial or other material interest in the Issue and no benefit / interest will accrue to our Promoter
or Promoter Group out of the objects of the Issue.

Payment of benefit to our Promoter in last three fiscal years

Other than as disclosed under the “Related Party Transactions ”, available at page 183, our Company has not made any
payments of any benefits to the Promoter during the last three fiscals preceding the date of this Draft Shelf Prospectus.

Interest of our Promoter in property, land and construction

Our Promoter does not have any interest in any property acquired by our Company within two years preceding the date
of filing of this Draft Shelf Prospectus or any property proposed to be acquired by our Company or in any transaction
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with respect to the acquisition of land, construction of building or supply of machinery.

Promoter Group

1. CreditAccess Life Insurance Limited
2. CA-SEC BV (Netherlands)

Details of Equity Shares allotted to our Promoter during the last three Fiscal Years

Except as disclosed under “Capital Structure” on page 62, our Promoter has not been allotted any Equity Shares of our
Company during the last three Fiscal Years.
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RELATED PARTY TRANSACTIONS
For details of the related party transactions for the Fiscals 2022, 2021 and 2020 in accordance with the requirements

under Ind AS 24 “Related Party Disclosures” notified under Section 133 of the Companies Act read with the Companies
(Indian Accounting Standards) Rules 2015, as amended from time to time, see “Financial Information” on page 198.
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REGULATIONS AND POLICIES

The regulations summarized below are not exhaustive and are only intended to provide general information to Investors
and are neither designed nor intended to be a substitute for any professional legal advice. Taxation statutes such as the
IT Act, GST laws (including CGST, SGST and IGST) and applicable local sales tax statutes, labour regulations such as
the Employees State Insurance Act, 1948 and the Employees Provident Fund and Miscellaneous Provisions, Act, 1952,
and other miscellaneous regulations such as the Trade Marks Act, 1999 and applicable Shops and Establishments statutes
apply to us as they do to any other Indian company and therefore have not been detailed below.

The following description is a summary of certain sector specific laws and regulations in India, which are applicable to
our Company and its subsidiaries. The information detailed in this chapter has been obtained from publications available
in the public domain. The statements below are based on the current provisions of the Indian law, and the judicial and
administrative interpretations thereof, which are subject to change or modification by subsequent legislative, regulatory,
administrative or judicial decisions.

As per the RBI Act, a financial institution has been defined as any non-banking institution carrying on as its business or
part of its business the financing, whether by way of making loans or advances or otherwise, of any activity, other than its
own; acquisition of shares/stock/bonds/debentures/securities issued by the Government of India or other local authorities
or other marketable securities of like nature; letting or delivering any goods to a hirer under a hire- purchase agreement;
insurance business; chit business; and collecting monies in any manner from such persons, and disbursing money to such
persons from whom monies are collected or any other person, but does not include any institution whose principal business
is that of any agricultural operation, industrial activity, the sale/purchase of goods other than securities, providing any
service or the sale/purchase/construction of immovable property.

Any financial institution which is a company, or any non-banking institution which is a company and which has as its
principal business the receiving of deposits or lending in any manner is to be treated as an NBFC. Since the term ‘principal
business’ has not been defined under the RBI Act, the RBI has clarified through a press release (Ref. No. 1998-99/ 1269)
in 1999, that in order to identify a particular company as an NBFC, it will consider both the assets and the income pattern
as evidenced from the last audited balance sheet of the company to decide its principal business. The company will be
treated as an NBFC if its financial assets are more than 50% of its total assets (netted off by intangible assets) and income
from financial assets should be more than 50% of the gross income. Both these tests are required to be satisfied as the
determining factor for principal business of a company.

With effect from 1997, NBFCs were not permitted to commence or carry on the business of a non-banking financial
institution without obtaining a certificate of registration (“CoR”). Further, with a view to imparting greater financial
soundness and achieving the economies of scale in terms of efficiency of operations and higher managerial skills, RBI
vide notification No. DNBS (PD)N0.CC.10/02.59/98-99 dated April 20, 1999 raised the requirement of minimum net
owned fund from % 0.25 crores to X 2 crores for the NBFC which commences business of a non- banking financial
institution on or after April 21, 1999. Further, every NBFC is required to submit to the RBI a certificate every year, from
its statutory auditor within one month from the date of finalization of the balance sheet and in any case not later than
December 31% of that year, stating that it is engaged in the business of non-banking financial institution requiring it to
hold a CoR under section 45-1A of the RBI Act. Further as per RBI Scale based regulation (SBR) circular dated October
22, 2021 it shall be mandatory for NBFC ICC to achieve NOF of " 5 crore by the end of March 31, 2025 and ~ 10 crore
by March 31, 2027.

I.  Regulation of Systemically Important NBFCS Registered with the RBI

Systemically important NBFCs are primarily governed by the RBI Act, 1934 (“RBI Act”), Master Direction on Non-
Banking Financial Company — Systemically Important Non-Deposit taking Company and Deposit taking Company
(Reserve Bank) Directions, 2016 (“Master Directions”) and the Master Direction on Non-Banking Financial
Companies Acceptance of Public Deposits (Reserve Bank) Directions, 2016 (“Public Deposit Directions”) in case
the NBFC is permitted to accept public deposits. In addition to these regulations, NBFCs are also governed by various
circulars, notifications, guidelines and directions issued by the RBI from time to time.

Il. Types of NBFCs

NBFCs have been classified on the basis of the types of liabilities they access, types of activities they pursue and their
perceived systemic importance.
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(a) Liabilities-based classification
NBFCs are classified on the basis of liabilities into two broad categories — a) deposit taking and

b) non-deposit taking. Deposit taking NBFCs (NBFC — D) are subject to requirements of stricter capital adequacy,
liquid assets maintenance, and exposure norms etc.

Further, in 2015, non-deposit taking NBFCs with asset size of Rs 5 billion and above were labelled as ‘systemically
important non-deposit taking NBFCs’ (NBFC — ND — Sl) and separate prudential regulations were made applicable to
them.

(b) Activity-based classification

As per the RBI notification dated February 22, 2019, the RBI merged the three categories of NBFCs viz. Asset Finance
Companies (AFCs), Loan Companies (LCs) and Investment Companies (ICs) into a new category called NBFC —
Investment and Credit Company (NBFC- ICC) with the below definition: “Investment and Credit Company — (NBFC-
ICC)” means any company which is a financial institution carrying on as its principal business — asset finance, the
providing of finance whether by making loans or advances or otherwise for any activity other than its own and the
acquisition of securities; and is not any other category of NBFC as defined by RBI in any of its Master Directions.

Within this broad categorization the different types of NBFCs are (a) investment and credit companies, (b)
infrastructure finance companies, (c) infrastructure debt fund, (d) NBFC — micro finance institutions, (e) NBFC —
factors, (f) NBFC — non-operative financial holding company, (g) systemically important core investment companies
and (h) mortgage guarantee companies.

Types of Activities that NBFCs are permitted to carry out

Although, NBFCs are permitted to operate in similar sphere of activities as banks, there are a few important and key
differences. The most important distinctions are:

(a) an NBFC cannot accept deposits repayable on demand,;
(b) NBFCs do not form part of the payment and settlement system and cannot issue cheques drawn on itself; and

(c) deposit insurance facility of Deposit Insurance and Credit Guarantee Corporation is not available to depositors of
NBFCs, unlike in case of banks.

Regulatory requirements of an NBFC under the RBI Act
Net Owned Fund

Section 45-1A of the RBI Act provides that to carry on the business of a NBFC, an entity would have to register as an
NBFC with the RBI and would be required to have a minimum net owned fund of 3200 lakh. For this purpose, the
RBI Act has defined “net owned fund” to mean:

Net Owned Fund - The aggregate of the paid-up equity capital and free reserves as disclosed in the latest balance
sheet of the company, after deducting (i) accumulated balance of losses, (ii) deferred revenue expenditure, (iii)
deferred tax asset (net); and (iv) other intangible assets; and further reduced by the amounts representing,

(i) investment by such companies in shares of (i) its subsidiaries, (ii) companies in the same group, (iii) other
NBFCs; and

(ii) the book value of debentures, bonds, outstanding loans and advances (including hire purchase and lease finance)
made to, and deposits with (i) subsidiaries of such companies; and (ii) companies in the same group, to the extent
such amount exceeds 10 per cent of (a) above.

Further as per RBI circular on Scale based regulation (SBR) dated October 22, 2021 it shall be mandatory for NBFC
ICC to achieve NOF of " 5 crore by the end of March 31, 2025 and " 10 crore by March 31, 2027.
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Reserve Fund

In addition to the above, Section 45-IC of the RBI Act requires NBFCs to create a reserve fund and transfer therein a
sum of not less than 20% of its net profits earned annually before declaration of dividend. Such a fund is to be created
by every NBFC irrespective of whether it isa ND NBFC or not. Such sum cannot be appropriated by the NBFC except
for the purpose as may be specified by the RBI from time to time and every such appropriation is required to be
reported to the RBI within 21 days from the date of such appropriation.

Maintenance of liquid assets

The RBI through notification dated January 31, 1998, as amended has prescribed that every NBFC shall invest and
continue to invest in unencumbered approved securities valued at a price not exceeding the current market price of
such securities an amount which shall, at the close of business on any day be not less than 10% in approved securities
and the remaining in unencumbered term deposits in any scheduled commercial bank; the aggregate of which shall
not be less than 15% of the public deposit outstanding at the last working day of the second preceding quarter.

NBFCs such as our Company, which do not accept public deposits, are subject to lesser degree of regulation as
compared to a NBFC-D and are governed by the RBI’s Master Directions.

An NBFC-ND is required to inform the RBI of any change in the address, telephone no’s, etc. of its Registered Office,
names and addresses of its directors/auditors, names and designations of its principal officers, the specimen signatures
of its authorised signatories, within one month from the occurrence of such an event. Further, an NBFC-ND would
need to ensure that its registration with the RBI remains current.

All NBFCs (whether accepting public deposits or not) having an asset base of 310,000 lakhs or more or holding public
deposits of 32,000 lakhs or more (irrespective of asset size) as per their last audited balance sheet are required to
comply with the RBI Guidelines for an Asset-Liability Management System.

Similarly, all NBFCs are required to comply with “Know Your Customer Guidelines - Anti Money Laundering
Standards” issued by the RBI, with suitable modifications depending upon the activity undertaken by the NBFC
concerned.

NBFCs shall constitute grievance redressal machinery as contained in RBI’s circular on Grievance Redressal
Mechanism, vide DNBS. CC. PD. No. 320/03.10. 01/2012-13 dated February 18, 2013 which states that at the
operational level, all NBFCs shall display the name and contact details of the grievance redressal officer prominently
at their branches/ places where business is transacted. The designated officer shall ensure that genuine grievances of
customers are redressed promptly without involving any delay. It shall be clearly indicated that NBFCs' grievance
redressal machinery shall also deal with the issue relating to services provided by the outsourced agency. Generally,
a time limit of 30 (thirty) days may be given to the customers for preferring their complaints/ grievances. The
grievance redressal procedure of the NBFC and the time frame fixed for responding to the complaints shall be placed
on the NBFC's website.

Master Directions

The Master Directions contain detailed directions on prudential norms for ‘applicable NBFCs’ (as defined therein),
and specifically for Non-Banking Finance Company-Micro Finance Institutions having an asset size of X 500 crores
or more (“NBFC-MFIs”) under Chapter-1X. The Master Directions, amongst other requirements prescribe guidelines
for income recognition, asset classification, provisioning requirements, constitution of audit committee, capital
adequacy requirements and concentration of credit/investment and pricing of credit, transparency in interest rates for
applicable NBFCs, including NBFC-MFIs.

(a) Entry Point Norms

Chapter IX of the Master Directions require every company seeking registration as an NBFC-MFI to have a minimum
net owned fund (“NOF”) of % 5 crores (except the companies in the North Eastern Region of India which will require
to have a NOF of T 2 crores till further notice) and to comply with all other criteria as applicable to NBFC-MFIs.

(b) Asset Classification

The Master Directions require that every applicable NBFC (except NBFC-Micro Finance Institutions) shall after taking
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into account the degree of well-defined credit weaknesses and extent of dependence on collateral security for
realization, classify its lease/hire purchase assets, loans and advances and any other form of credit into the following
classes:

Standard assets;
Sub-standard assets;
Doubtful assets; and

Loss assets.

Such class of assets shall not be upgraded merely as a result of rescheduling, unless it satisfies the conditions required
for such upgradation. Further, as per the Master Directions, the asset classification norms for applicable NBFCs are
given below:

(©

A standard asset shall mean 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 or carry more than normal risk attached to the
business;

A sub-standard asset shall mean (1) an asset that has been classified as a non-performing asset (“NPA”) for a
period not exceeding 12 months for the financial year ending March 31, 2018 and thereafter or (2) an asset where
the terms of the agreement regarding interest and/or principal have been renegotiated or rescheduled or
restructured after commencement of operations, until the expiry of one year of satisfactory performance under
the renegotiated or rescheduled or restructured terms.

A doubtful asset shall mean a term loan, a lease asset, a hire purchase asset or any other asset that has remained a
sub-standard asset for a period exceeding 12 months for the financial year ending March 31, 2018 and thereafter.

Loss asset means:

(i) an asset which has been identified as loss asset by the applicable NBFC or its internal or external auditor or
by the RBI during the inspection of the applicable NBFC, to the extent it is not written off by the applicable
NBFC; and

(if) an asset which is adversely affected by a potential threat of non-recoverability due to either erosion in the
value of security or non-availability of security or due to any fraudulent act or omission on the part of the
borrower.

‘Non-preforming asset’ is defined as:

= anasset, in respect of which, interest has remained overdue for a period of three months or more;

= aterm loan inclusive of unpaid interest, when the instalment is overdue for a period of three months or more
or on which interest amount remained overdue for a period of three months or more;

= ademand or call loan, which remained overdue for a period of three months or more from the date of demand
or call or on which interest amount remained overdue for a period of three months or more;

= abill which remains overdue for a period of three months or more;

= theinterest in respect of a debt or the income on receivables under the head ‘other current assets’ in the nature
of short term loans/advances, which facility remained overdue for a period of three months or more;

= any dues on account of sale of assets or services rendered or reimbursement of expenses incurred, which
remained overdue for a period of three months or more;

= the interest in respect of a debt or the income on receivables under the head ‘other current assets’ in the
nature of short term loans/ advances, which facility remained overdue for a period of three months or more;
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= any dues on account of sale of assets or services rendered or reimbursement of expenses incurred, which
remained overdue for a period of three months or more;

= the lease rental and hire purchase instalment, which has become overdue for a period of three months or
more;

= inrespect of loans, advances and other credit facilities (including bills purchased and discounted), the balance
outstanding under the credit facilities (including accrued interest) made available to the same borrower;

= However, for the purpose of asset classification by NBFC-MFIs:

- Standard assets’ means an asset in respect of which, no default in repayment of principal or payment of
interest is perceived and which neither discloses any problem nor carries more than normal risk attached
to the business;

- ‘Non-performing asset’ means an asset for which interest/principal payment has remained overdue for a
period of 90 days or more.

- Subject to the definition of ‘standard asset’ and ‘non-performing asset’ mentioned above and other
applicable provisions of Chapter IX of the Master Directions, all other asset classifications requirements
applicable to NBFCs pursuant to the Master Directions also apply to NBFC-MFlIs.

(d) Acquisition or transfer of control

NBFC-MFIs 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 except for any shareholding going beyond 26% due to buyback of shares or reduction in capital where it has
approval of a competent court, and (c) any change in the management of the NBFC-MFIs which results in change in
more than 30% of the directors, excluding independent directors. However, prior approval shall not be required for
directors who get re-elected on retirement by rotation.

(e) Capital Adequacy Norms

All NBFC-MFIs are required to maintain a capital adequacy ratio consisting of Tier | and Tier Il Capital which should
not be less than 15% of its aggregate risk weighted assets and the total of Tier Il Capital at any point of time, shall not
exceed 100% of Tier | Capital.

(f) Provisioning Norms

a. The Master Directions require the provisioning norms in relation to the portfolio for the state of Andhra
Pradesh to be in line with paragraph 13 of the Master Directions.

b. For non-Andhra Pradesh portfolio, the aggregate loan provision to be maintained by all NBFC- MFIs at any
point of time should not be less than the higher of (a) 1% of the outstanding loan portfolio or (b) 50% of the
aggregate loan instalments which are overdue for more than 90 days and less than 180 days and 100% of the
aggregate loan instalments which are overdue for 180 days or more.

c. All other provisions contained in Chapter VV of the Master Directions (including with respect to capital
adequacy and provisioning norms), as long as they are not contradictory to what is stated in Chapter X, shall
be applicable to NBFC-MFIs.

d. An NBFC which does not qualify as an NBFC-MFI shall not extend loans to micro finance sector, which in
aggregate exceeds 25% of its total assets.

(g) Transparency in Interest Rates and pricing of credit

To ensure fair practice in lending, NBFC-MFIs are permitted to have only three components in the pricing of loans
viz., the interest charge, the processing charge and the insurance premium (which includes the administrative charges
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in respect thereof). They 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, and provide
borrowers with a loan card reflecting the effective rate of interest, other terms and conditions attached to the loan,
information which adequately identifies the borrower, acknowledgements by the NBFC-MFI of all repayments
including instalments received and final discharge and whether the loan is classified as “Qualifying Asset”. Further,
all entries in the loan card shall be in vernacular language and 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 the NBFC-MFIs.

(h) Multiple-lending, Over-borrowing and Ghost-borrowers

NBFC-MFIs can lend to individual borrowers who are not member of Joint Liability Group (“JLG”)/Self Help
Group(“SHG”) or to borrowers that are members of JLG/SHG, subject to the following conditions:

(i)  aborrower cannot be a member of more than one SHG/JLG.

(i) not more than two NBFC-MFIs shall lend to the same borrower.

(iii)  there must be a minimum period of moratorium between the grant of the loan and the due date of the repayment
of the first instalment. The moratorium shall not be less than the frequency of repayment e.g. in the case of
weekly repayment, the moratorium shall not be less than one week.

(iv) recovery of loan given in violation of the regulations shall be deferred till all prior existing loans are fully
repaid.

(v)  All sanctioning and disbursement of loans should be done only at a central location and more than one
individual should be involved in this function. Additionally, there should be close supervisors of the
disbursement function.

(i) Ensuring compliance with conditionalities

The Master Directions require every NBFC-MFI to be a member of all Credit Information Companies (“CICs”)
established under the CIC Regulation Act 2005, provide timely and accurate data to the CICs and further use the data
available with them to ensure compliance with the conditions regarding membership of SHG/ JLG, level of
indebtedness and sources of borrowing.

() Channelizing Agents for Schemes operated by Central/State Government Agen